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Full scale and impact of sanctions
With Ukraine and Russia being
significant mineral, energy and
commodity producers, there will be
complex and unpredictable effects on
many businesses and markets

Ukraine
and

Russia

How or when the conflict will end
Treaty with ceded territories like Crimea?
Prolonged conflict ending in annexation?

Russian regime change?

Policy Response in West
Will central banks pause from rate
hikes and QE unwinding?
Will governments assist affected
Western businesses?

Financial market linkages

What we simply don’t know

Exclusion from SWIFT
unprecedented for such a large

economy and commodity producer.
Knock-on effects of asset seizures?



What does history teach us?
Globally significant conflicts and the S&P 500

Event Date of
event

Duration of
Sell-off
(Trading

Days)

Size of Sell-
off
(%)

Days to
recover

prior level

12 Months
from

Bottom
(%)

WWII – Germany attacks
France

9 May 1940 22 -20.5 108 18.9

WWII – Pearl Harbour 7 Dec 1941 17 -10.8 201 15.3

Israel Arab War / Oil
Embargo

16 Oct 1973 27 -17.1 1475 -28.2

First Gulf War 16 Jan 1991 6 -5.7 8 31.4

Iraq War 20 Mar 2003 7 -5.3 16 32.8

Annexation of Crimea 14 Mar 2014 6 -2.0 13 11.5

Source: Deutsche Bank, Haver Analytics,

Other factors than the conflicts themselves were at play in each period so movements are only indicative



Three things we do know

1

Higher Energy Prices
Some forecasters expect
oil to hit $110-$120 per
barrel, with similar moves
in other energy prices

Gas supply lines could be
disrupted globally and
supplies potentially
under threat, particularly
in Europe

2

Supply Chains Disrupted
East-West trade links
disrupted around conflict
zone. Alternative routes
slower and more costly

Prolonged conflict could
exacerbate global chip
shortage, and affect other
tech industries reliant on
key minerals

3

Volatility and illiquidity
Ruble and Russian assets
have borne brunt to date.

Expectations of pause in
monetary tightening
supportive of other assets

Heightened volatility and
sporadic illiquidity likely
to  persist in most markets
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Direct exposure to Russia likely to be small but should engage with investment managers to assess potential
range of indirect risk exposures to the conflict

Review hedging strategy, given movements in market-implied inflation and gilt yields. Depending on scheme
circumstances, could be opportunity to increase rate hedging, or reduce inflation hedging, as inflation caps
come into play

Where equity and credit spread risk high, consider “tactical” options for reducing identified risk exposures,
subject to market levels and conditions (e.g. futures, options, Credit Default Swaps)

Removal of Russia from global equity and fixed incomes indices likely, which could result in illiquid off-
benchmark exposures. Discuss exit strategy with investment managers.

Reconfirm desirability of any planned changes to current portfolio given transactions costs higher due to
market volatility and sporadic illiquidity

Consider whether member expectations, or broader reputational risk, warrant disinvestment from all holdings in
Russian assets, irrespective of exit costs
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Important Notices

References to Mercer shall be construed to include Mercer LLC and/or its associated companies.

© 2022 Mercer LLC. All rights reserved.

This document contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its
content may not be modified, sold or otherwise provided, in whole or in part, to any other person or entity, without Mercer’s prior written permission.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to convey
any guarantees as to the future performance of the investment products, asset classes or capital markets discussed.  Past performance does not guarantee future
results. Mercer’s ratings do not constitute individualised investment advice.

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify it
independently. As such, Mercer makes no representations or warranties as to the accuracy of the information presented and takes no responsibility or liability (including
for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any third party.

This document is provided for information purposes only and does not contain regulated investment advice or legal advice in respect of actions you should take. No
decisions should be made based on this document without obtaining prior specific, professional advice relating to your own circumstances.

This document does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or
constitute a solicitation on behalf of any of the investment managers, their affiliates, products or strategies that Mercer may evaluate or recommend.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen timeframe. Mercer does not
assert that the peer groups are wholly representative of and applicable to all strategies available to investors.
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