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Monthly Market Commentary 
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US Economy 

The global financial markets are clearly on edge as Ukraine tensions increase with Russia moving 

“peacekeeping” forces into two regions of the country it has just recognized as breakaway independent 

republics.  Even before this latest international conflict, US equity markets had pulled back due to 

concerns surrounding inflation and future Fed rate hikes. 

With tensions unlikely to go away in the near-term, the question, of course, is what happens from here?  

Some of the big issues that the financial markets are worried about are energy supply and the prices of 

oil and natural gas.  Higher energy prices take money out of consumers’ pockets and increase the cost of 

operating for businesses (thus decreasing profit margins).  The US consumer drives nearly 70% of all 

economic activity.  If these consumers are paying substantially more to fill up their gas tanks and heat 

their homes, which translates into fewer dollars they have to spend on discretionary activities like going 

out to dinner and a movie.  The perception that consumer spending might be dampened and corporate 

profitability might get squeezed is more than enough to give the stock market at least some pause, 

especially after the big run higher since the March 2020 lows.  While Ukraine tensions will likely play out 

over at least the intermediate-term, we still believe US equity markets could end the year higher. 

US Markets 

As mentioned above, US equity markets have pulled back, with many indices entering correction 

territory (defined as a 10% pullback from recent highs).  Nonetheless, fourth-quarter earnings season is 

coming to a close with the S&P 500 index posting record profits.  Forward guidance was mixed with 

many companies referencing rising input prices, tight labor markets, and continued global supply-chain 

constraints.  Additionally, as a result of the Ukraine/Russia situation, slower global demand, higher 

energy prices, and an acceleration of supply-chain disruptions may create a headwind for 2022 earnings 

growth, margins, and multiples.  Despite these potential headwinds, we believe the US economy is 

relatively well-insulated from this geopolitical event and, should US consumer spending continue to 

increase, we believe US equity markets will still end the year in positive territory. 

Fixed Income 

Federal Open Market Committee (FOMC) participants continue to prepare capital markets for a 

potential rate hike at the March meeting.  We anticipate that the initial hike will be 0.25%, with 

additional rate hikes to follow throughout 2022 and 2023.  The release of the January FOMC meeting 
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minutes reinforced this view.  However, the Fed left open the possibility of a faster pace of rate hikes 

than is currently expected if inflation does not move down as expected.   

We also anticipate the Fed will begin to run off its balance sheet later this year and, while no specific 

date was mentioned in the meeting minutes, it appears the Fed is keeping its options open.  It is clear 

that there is a wide range of potential Fed outcomes this year based on how inflation data progresses.  

Finally, the FOMC did acknowledge that inflation risks are skewed to the upside. 

International Markets 

Europe’s unbalanced growth became even more lopsided to start the year, courtesy of the Omicron 

variant’s disruptive effect on close-contact services activities.  Business surveys showed manufacturing 

holding up better, by contrast, despite ongoing supply-chain disruptions and the pandemic’s impact on 

activity in China and in other key export markets.  Services notwithstanding, overall activity has been 

more resilient than it was during a wave of the pandemic a year ago that sent the Eurozone economy 

into a double-dip recession.  Economic growth varied across Eurozone countries, led by Spain and other 

southern-tier economies largely countered by weakness in Germany in cutting growth to just 1.2% in the 

fourth quarter.  The numbers may seem less extreme, but Europe faces the same problem as the US 

from labor shortages and historically high inflation. 

Asian economies have faced the same problems as other parts of the world from the latest wave of the 

pandemic and its fallout on supply chains and labor shortages, but with varying intensity that has left 

performance uneven across the region.  Weakness in China’s important property sector has 

compounded the pandemic’s effect on spending at home and in key export markets abroad.  Elsewhere, 

Southeast Asia is coming off a strong fourth quarter but bracing during the opening months of this year 

for the worst of the pandemic’s impact.  Omicron is already hitting service-sector activity hard in the 

more developed economies of Japan and Australia.  By contrast, exports are supporting strong activity in 

Taiwan’s manufacturing sector, tied to booming semiconductor exports, and strengthening 

manufacturing growth in South Korea and Vietnam.   

Commodities 

While the Ukraine/Russia conflict has forced global oil prices higher, news of a potential Iran deal has 

had an impact on markets.  Currently, Iran is producing roughly 1.3 million barrels per day (mbpd) below 

capacity due to current sanctions.  In a world that consumes nearly 100 mbpd, this is a relatively small 

but not an inconsequential amount.  Yet, there are counterbalancing forces to this potential headwind 

that could buffer against a substantial price collapse.  2022 demand is expected to grow over 4 mbpd1, 

supply is constrained, global inventories are tight, and geopolitics threaten to tighten markets even 

further. 

Furthermore, we anticipate OPEC+ – of which Iran is a member – to remain disciplined in its supply 

1 https://www.reuters.com/business/energy/opec-sees-upside-2022-oil-demand-forecast-strong-pandemic-recovery-2022-02-10 

http://www.markinmickelsonfg.com/


Markin Mickelson Financial Group of Wells Fargo Advisors – 4935 Keystone Crossing – Eau Claire, WI 54701 

715-832-6171 – 866-825-6171 
www.MarkinMickelsonfg.com 

Investment and Insurance Products: NOT FDIC Insured/NO Bank Guarantee/MAY Lose Value 
Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC, Member SIPC, a registered broker-dealer and non-bank 

affiliate of Wells Fargo & Company. 

response.  In our view, OPEC+ would likely adjust its production if the extra Iranian barrels threatened a 

price collapse.  Whether a new deal between the US and Iran gets done remains to be seen.  Recent 

events in Ukraine certainly could impact the likeliness of a potential deal as Russia is a key Iran ally. 

What Does This Mean To Me? 

Despite inflation and oil prices likely running higher than we anticipated earlier this year, we see a 

healthy consumer and economic growth running well-above normal.  This leads us to believe that US 

equity markets should trend higher.  That said, should major supply disruptions ensue by either Russian 

choice or because of sanctions, then this could be a difference maker for markets.  That said, Western 

leaders are attempting to avoid energy sanctions so as to insulate the global markets from any 

supply/price shocks.  As such, the recent correction in equity markets has likely created an opportunity 

for investors to strategically deploy side-lined cash.   

If you have any questions or concerns, please do not hesitate to reach out to us at any time. 

 

Sincerely, 

 

Chad E. Mickelson, CRPC®, CFP®                               Clint A. Markin, CRPC®, CFP® 

Senior Vice President – Investments                   Senior Vice President – Investments 

Financial Advisor                         Financial Advisor 
       

This letter has been prepared for informational purposes only and is not a solicitation or an offer to buy any security or instrument or to 

participate in any trading strategy. Investing involves risk including the possible loss of principal.  The opinions expressed in this letter are those 

of the author(s), are subject to change without notice and are not necessarily those of Wells Fargo Advisors or its affiliates.  Statistical 

information has been obtained from sources believed to be reliable, but its accuracy and completeness are not guaranteed.  Past performance 

is not a guarantee of future results and there is no guarantee that any forward looking statements made in this letter will be attained. 

 

Stocks are subject to market risk which means their value may fluctuate in response to general economic and market conditions, the prospects 

of individual companies, and industry sectors. Investments in equity securities are generally more volatile than other types of securities. 

 

Investing in commodities is not appropriate for all investors. Exposure to the commodities markets may subject an investment to greater share 

price volatility than an investment in traditional equity or debt securities. The prices of various commodities may fluctuate based on numerous 

factors including changes in supply and demand relationships, weather and acts of nature, agricultural conditions, international trade 

conditions, fiscal monetary and exchange control programs, domestic and foreign political and economic events and policies, and changes in 

interest rates or sectors affecting a particular industry or commodity. Products that invest in commodities may employ more complex strategies 

which may expose investors to additional risks, including futures roll yield risk. 

 

Investing in foreign securities presents certain risks not associated with domestic investments, such as currency fluctuation, political and 

economic instability, and different accounting standards. This may result in greater share price volatility.   Investing in emerging markets 

accentuates these risks. 

 

Investments in fixed-income securities are subject to market, interest rate, credit and other risks. Bond prices fluctuate inversely to changes in 

interest rates. Therefore, a general rise in interest rates can cause a bond’s price to fall.  Credit risk is the risk that an issuer will default on 

payments of interest and/or principal. This risk is heightened in lower rated bonds. If sold prior to maturity, fixed income securities are subject 

to market risk. All fixed income investments may be worth less than their original cost upon redemption or maturity. 
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