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While geopolitical events tend to have 
limited lasting effect on macroeconomic 
and market fundamentals, below are 
some key considerations for the current 
state of the world:

 • The potential for cybersecurity 
attacks flattens the threat 
environment and raises the risk of 
financial stress

 • Social media and information 
warfare amplifies event risk

 • The U.S. economy is in the back half 
of the cycle with elevated inflation

 • U.S. energy independence

 • Post 2008/2009 Global Financial 
Crisis Regulatory Framework for 
U.S. financial institutions

 • Record post World War II fiscal deficit

 • Pre-existing global trade tensions
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The crisis in Ukraine remains a fluid situation and market volatility is likely to remain elevated 
in the coming weeks. While difficult to forecast at this point in time, historically, geopolitical 
shocks have been short-lived, with markets recovering and then some, in the subsequent three 
months. Below we take a look back at other major geopolitical events as a guide to market 
reactions. Overall, although we expect equity market volatility and uncertainty to remain 
high in the short term, we believe we are in the in the final stages of the repricing of risk, 
revaluation and expect rebalancing opportunities to develop in the coming weeks. 

As we look past the crisis, it is likely that market fundamentals like economic growth, inflation, 
interest rates, and corporate profits will ultimately determine the direction of the market. However 
risks remain as the current situation unfolds. While we believe the direct effect to the U.S. economy 
and corporate profits is minimal: U.S. exports to Russia are an insignificant share of total U.S. 
exports (<1%); in 2020, the last year of available data, Russia accounted for less than 1% of total 
U.S. foreign affiliate income (a proxy for global earnings); Russia is a heavy weight in the global 
energy markets, leaving Europe’s economy more vulnerable due to dependence on Russian energy.1 
That said, U.S. inflation may be further pressured as energy prices move higher in the short term.

For investors, this also underscores the importance of diversification and disciplined portfolio 
positioning. Longer-term themes such as cybersecurity investment, increased global defense 
spending, and the broader trend toward more localized supply chains are likely reinforced 
by this tragic crisis. As opportunities to rebalance unfold, we continue to prefer high-quality 
across the board, areas of solid dividend growth, and low earnings variability. On a sector 
basis, we still prefer Energy (large diversified dividend providers), Industrials (aerospace, 
defense, infrastructure), Financials (high-quality banks and asset managers), and established 
Technology (hardware, semiconductors, select software, dividend growers). For more passive 
investors, we continue to emphasize high-quality U.S. indexes relative to the rest of the world.

Major Geopolitical Events And Subsequent S&P 500 Market Returns
Event Date 1 day 1 month 6 months 12 months
Cuban Missile Crisis 16-Oct-62 -0.3% 5.4% 21.1% 27.8%
John F. Kennedy Assassination 22-Nov-63 -2.8% 6.3% 16.0% 23.5%
Arab-Israel Six-Day War 5-Jun-67 -1.5% 3.3% 7.5% 13.5%
Bretton Woods System Collapse 15-Aug-71 3.2% 0.9% 6.9% 13.1%
Arab Oil Embargo 19-Oct-73 -1.0% -8.6% -14.9% -34.4%
Iranian Shah Overthrown 11-Feb-79 0.3% 1.7% 9.4% 20.1%
Fall of Berlin Wall 9-Nov-89 -0.5% 4.5% 2.2% -6.8%
Start of Gulf War 17-Jan-91 3.7% 12.6% 17.5% 27.7%
9/11 Terrorist Attacks 11-Sep-01 -4.9% -0.1% 6.7% -16.8%
Fukushima Japan Nuclear Disaster 11-Mar-11 -0.6% 1.5% -10.9% 5.1%
Russia Annexes Crimea 20-Feb-14 -0.2% 1.8% 8.4% 14.7%
U.K. Brexit Vote 23-Jun-16 -3.6% 2.6% 7.0% 15.4%
NotPetya (malware) Cyber Attack 27-Jun-17 0.9% 2.3% 10.9% 11.6%
Average  -0.6% 2.6% 6.8% 8.8%

Sources: Chief Investment Office, Bloomberg. Data as of 3/1/2022. One-day return for 9/11 attacks after reopening of market on 9/17/01. Past performance is no guarantee of future 
results. Short term performance shown to illustrate more recent trend.

1 International Monetary Fund/Haver Analytics. Data as of January 24, 2022. 
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Index Definitions 
Securities indexes assume reinvestment of all distributions and interest payments. Indexes are unmanaged and do not take into account fees or expenses. It is not possible to 
invest directly in an index. Indexes are all based in U.S. dollars.

S&P 500 Equity Index is a stock market index that measures the stock performance of 500 large companies listed on stock exchanges in the United States. It is one of the most commonly 
followed equity indices.

Important Disclosures
Investing involves risk, including the possible loss of principal. Past performance is no guarantee of future results. 

Bank of America, Merrill, their affiliates and advisors do not provide legal, tax or accounting advice. Clients should consult their legal and/or tax advisors before making any financial decisions. 

The Chief Investment Office (“CIO”) provides thought leadership on wealth management, investment strategy and global markets; portfolio management solutions; due diligence; and solutions 
oversight and data analytics. CIO viewpoints are developed for Bank of America Private Bank, a division of Bank of America, N.A., (“Bank of America”) and Merrill Lynch, Pierce, Fenner & Smith 
Incorporated (“MLPF&S” or “Merrill”), a registered broker-dealer, registered investment adviser and a wholly owned subsidiary of Bank of America Corporation ("BofA Corp."). This information 
should not be construed as investment advice and is subject to change. It is provided for informational purposes only and is not intended to be either a specific offer by Bank of America, Merrill 
or any affiliate to sell or provide, or a specific invitation for a consumer to apply for, any particular retail financial product or service that may be available. 

All recommendations must be considered in the context of an individual investor’s goals, time horizon, liquidity needs and risk tolerance. Not all recommendations will be in the best interest 
of all investors. 

Asset allocation, diversification and rebalancing do not ensure a profit or protect against loss in declining markets. 

Dividend payments are not guaranteed, and are paid only when declared by an issuer’s board of directors. The amount of a dividend payment, if any, can vary over time.

Investments have varying degrees of risk. Some of the risks involved with equity securities include the possibility that the value of the stocks may fluctuate in response to events specific to 
the companies or markets, as well as economic, political or social events in the U.S. or abroad. Investments in foreign securities involve special risks, including foreign currency risk and the 
possibility of substantial volatility due to adverse political, economic or other developments. These risks are magnified for investments made in emerging markets. Investments in a certain 
industry or sector may pose additional risk due to lack of diversification and sector concentration. .
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