Updates on Ukraine
Russia has launched a full-scale military invasion of Ukraine and demanded Kyiv’s army lay
down its weapons, launching what could be the largest conflict in Europe since the second
world war.
In an address broadcast on state television on Thursday, Russia’s president claimed that he
was not planning to occupy Ukraine but vowed Moscow would punish all those who stood in its
way. Western powers has announced sweeping sanctions on Russia as the conflict enters its
second day.
Market Views
While it is difficult to ascertain Putin’s end game, the current situation appears that Russia is
intent on invading Ukraine while seizing Kiev (the capital), so that they can install a new
government that will be pro-Russia and renounce any future intentions of joining NATO.
Regardless of the above scenarios, the following should be taken into consideration:
1) Ukraine is NOT a member of NATO. NATO is thus not legally bound to defend Ukraine from
a military attack. It is thus highly unlikely that NATO and US will engage in a direct armed
conflict with Russia.
2) Russian military aggression is likely to be confined to Ukraine and not spill over to
neighbouring NATO members such as Poland
3) The situation remains very fluid. The quality of information during an armed conflict will be
poor.
www.affinhwangam.com

Fundamental Flash

Page 1 of 2

Portfolio positioning
Regional equity funds already have decent cash levels of 15-20%.

While past history has shown that armed conflicts will lead to a period of drawdowns but ultimately
recover, we remain on the cautionary side as the US Federal Reserve (Fed) is slated to hike rates and
embark on quantitative tightening.
Furthermore, a rise in energy and commodity prices could cause inflation to last longer, making it
difficult for the Fed to back away from any tightening measures.
We currently do not have any direct exposure to Russian equities

In a hurry? Here are the Flashpoints…
•

Russia has launched a full-scale military attack on Ukraine as the conflict enters its second day.
Western powers have condemned its actions and have announced sweeping sanctions since.

•

Ukraine is not a member of NATO. As such, the Western military alliance is not legally bound to
defend Ukraine from a military attack.

•

While it’s difficult to ascertain Russia’s end game, it appears that Russia is intent on seizing the
capital and installing a new pro-Russia government that will renounce any future intentions of
joining NATO.

•

Regional equity portfolios are defensively positioned with moderate cash levels. We are erring
on the side of caution as the Fed embarks on tightening and inflation stays sticky due to a rise in
energy and commodity prices.

Disclaimer
This article has been prepared by Affin Hwang Asset Management Berhad (hereinafter referred to as “Affin Hwang AM”) specific for its use,
a specific target audience, and for discussion purposes only. All information contained within this presentation belongs to Affin Hwang AM
and may not be copied, distributed or otherwise disseminated in whole or in part without written consent of Affin Hwang AM. The information
contained in this presentation may include, but is not limited to opinions, analysis, forecasts, projections and expectations (collectively
referred to as “Opinions”). Such information has been obtained from various sources including those in the public domain, are merely
expressions of belief. Although this presentation has been prepared on the basis of information and/or Opinions that are believed to be
correct at the time the presentation was prepared, Affin Hwang AM makes no expressed or implied warranty as to the accuracy and
completeness of any such information and/or Opinions. As with any forms of financial products, the financial product mentioned herein (if
any) carries with it various risks. Although attempts have been made to disclose all possible risks involved, the financial product may still be
subject to inherent risk that may arise beyond our reasonable contemplation. The financial product may be wholly unsuited for you, if you
are adverse to the risk arising out of and/or in connection with the financial product. Affin Hwang AM is not acting as an advisor or agent to
any person to whom this presentation is directed. Such persons must make their own independent assessments of the contents of this
presentation, should not treat such content as advice relating to legal, accounting, taxation or investment matters and should consult their
own advisers. Affin Hwang AM and its affiliates may act as a principal and agent in any transaction contemplated by this presentation, or
any other transaction connected with any such transaction, and may as a result earn brokerage, commission or other income. Nothing in this
presentation is intended to be, or should be construed as an offer to buy or sell, or invitation to subscribe for, any securities. Neither Affin
Hwang AM nor any of its directors, employees or representatives are to have any liability (including liability to any person by reason of
negligence or negligent misstatement) from any statement, opinion, information or matter (expressed or implied) arising out of, contained in
or derived from or any omission from this presentation, except liability under statute that cannot be excluded.
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