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"PRUDENCE IS A VIRTUE" 

 How to protect yourself from the vagaries of the market? The return of value stocks 

 Diversify into sectors that benefit from geopolitical conflicts 

 Increase exposure to defensive sectors 

 

 

 CHART OF THE WEEK: "Relative performance of value versus growth stocks" 

 

ANALYSIS OF FINANCIAL MARKETS 

Equity markets have been battered since the end of last year by the return of inflation and the 

expectation of higher rates. The change in tone of the central banks and the monetary policy decisions 

are probably coming too late in the economic cycle, which could have negative effects on growth. 

The markets had already strongly anticipated the economic rebound and the normalisation phase of 

corporate earnings left little room for an expansion of valuation multiples. The slightest grain of sand in 

the machine therefore risked accentuating the deflation of the post-covid bubble. The Russo-Ukrainian 
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Value stocks have structurally 

underperformed since 2008 but are 

attractive to investors in times of rising 

rates or exogenous shocks. 
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conflict exacerbated fears already present among investors and pushed them towards sectors that had 

been forgotten for more than a decade. (cf. Chart of the week) 

In the face of all these risks, investors need to be more cautious. To protect against the political risk in 

Ukraine, the US oil sector is certainly the one that should benefit most from the surge in oil prices. 

Europe is about to experience an energy crisis, whereas in recent years, investments have been directed 

primarily towards renewable energies, which are still far from replacing fossil fuel consumption. 

In the event of a strong market correction, defensive sectors should benefit from renewed interest. 

These include the consumer staple, the healthcare and insurance sectors. 

 

 Diversify into sectors that benefit from geopolitical conflicts 

Europe is very exposed to the Russo-Ukrainian conflict. Indeed, 44.5% of its gas consumption and 30% 

of its oil consumption are imported from Russia. A good way to protect against the risk inflicted by this 

conflict is therefore to keep an exposure to the oil sectors. 

American oil and gas-related companies such as Exxon, Baker Hughes and Philipps 66 will see their 

profits increase with the rise in oil prices in addition to the increase in world demand, particularly in 

Europe. (see Fig. 2) 

 

Fig 2- Correlation of the performance of the Oil and Gas sector with oil prices  

     

 

 

 

 

 

 

 

 

 

 

 

After years of over-investment in shale oil which resulted in a huge increase in US oil production, 

companies were forced to drastically reduce their investments in exploration & production as costs 

became higher than sales prices with a massive imbalance between supply and demand.  
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In recent years, an adjustment has taken place as investors, sensitive to ESG criteria, are increasingly 

inclined to invest only in renewable energy projects. Supply is once again better aligned with demand 

and is all the more affected by geopolitical tensions. 

 

 Increase exposure to defensive sectors 

The packaged food companies within the consumer staple sector, and the global pharmaceutical 

companies, are not very sensitive to economic cycles. The same is true for the insurance sector. People 

still need to eat and care for themselves and increasingly want to protect their health and property 

through insurance products. Although growth is lower than the rest of the market, these companies 

generate good cash flows and feature strong balance sheets. 

- Food giants such as Nestlé, Associated British Food, Mondelez or Tyson Food can pass on cost 

inflation (i.e. increases in wages, logistics and raw materials) into selling prices. The elasticity of 

demand for these products is low and these companies can easily pass on input cost increases to 

the final consumer without impacting demand too much and thus maintain their margins. 

 

Fig. 3 - Food industry  Fig. 4 - Pharmaceutical companies 

 

 

 

 

 

 

 

 

 

 

- Pharmaceutical companies evolve independently of economic cycles and their growth is mainly 

driven by the emerging countries’ growing middle class and the ageing population in developed 

countries. The covid-19 pandemic has been rather favourable to them, accelerating R&D in certain 

areas, such as oncology (i.e. mRNA vaccines) with promises of revolutionary new drugs to prevent 

or cure cancers. The efforts made during the crisis have also enabled them to show authorities 

their ability to quickly put teams in place to develop vaccines and drugs, e.g., Pfizer. This positive 

attitude will certainly reduce the political pressure that has been exerted against the major groups 

since 2015, particularly on the sensitive issue of drug prices. (see Fig. 4). 
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- Insurance companies, such as Allianz and Axa, have suffered in recent years from low interest 

rates and have diversified their portfolios towards alternative investments (hedge funds, venture 

capital, real estate, infrastructure, etc.). Their exposure to the markets remains very defensive, 

with the majority of their investments still in bonds. With the rise in interest rates, insurance 

companies could return to more attractive profitability levels. Finally, the reserves set aside to 

protect against the effects of Covid are being released, with the effects being much lower than 

initially expected. Life insurers, such as Metlife and Legal & General, have experienced some 

pressure on their margins as mortality rates have risen but are now normalising as the latest Covid-

19 variants become more viral but less lethal. P&C insurers, such as Chubb, have seen the US 

courts side with them in most business interruption cases. (see Fig. 5) 

 

Fig 5 - Performance of insurance companies  

 

 

 

 

 

 

   

 
 

Conclusion: 

Caution is the order of the day. It may not be time to buy at the sound of the gun just yet, except to 

reposition portfolios towards more defensive sectors. Energy, consumer staples, pharmaceuticals or 

insurance should protect portfolios from strong market movements. These are also sectors that offer good 

visibility on future results and pay generous dividends... enough to wait for the bear market to end its run. 

 

Source: Bloomberg, Atlantic Financial Group 
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RETURN ON FINANCIAL ASSETS 

 

 

Markets Performances

(local currencies)

Last 

Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2022

Year-to-Date (%)
2021 (%) 2020 (%)

Equities
World (MSCI) 698.5         42.59 -0.6% -0.1% -7.3% 19.0% 16.9%
USA (S&P 500) 4 385          45.61 0.8% 0.8% -7.8% 28.7% 18.4%
USA (Dow Jones) 34 059       43.18 0.0% -0.5% -6.0% 20.9% 9.7%
USA (Nasdaq) 13 695       45.17 1.1% 1.2% -12.4% 22.2% 45.1%
Euro Area (DJ EuroStoxx) 439.8         40.37 -2.6% -2.2% -8.0% 23.5% 0.8%
UK (FTSE 100) 7 489          49.47 0.0% 2.0% 1.9% 18.4% -11.4%
Switzerland (SMI) 11 987       45.07 -0.2% 0.3% -6.9% 23.7% 4.3%
Japan (Nikkei) 26 527       41.17 -2.3% -2.4% -8.0% 6.7% 18.3%

Emerging (MSCI) 1 172          36.20 -4.8% -3.1% -4.8% -2.3% 18.8%
Brasil (IBOVESPA) 113 142     56.92 0.2% 0.9% 7.9% -11.9% 2.9%
Russia (MOEX) 2 470          31.35 -27.2% -24.2% -34.4% 21.9% 14.8%
India (SENSEX) 55 856       39.71 -3.4% -3.3% -3.9% 23.2% 17.2%
China (CSI) 4 582          41.83 -1.7% -2.2% -7.4% -3.5% 29.9%

Communication Serv. (MSCI World) 98.62         40.81 0.0% -2.0% -10.5% 10.9% 24.2%
Consumer Discret. (MSCI World) 357.9         37.55 -3.2% -2.9% -12.8% 9.2% 37.0%
Consumer Staples (MSCI World) 282.1         48.12 -1.1% 0.4% -3.1% 11.7% 8.8%
Energy (MSCI World) 215.6         51.18 -0.9% 3.5% 14.9% 37.5% -27.7%
Financials (MSCI World) 150.0         41.56 -2.6% -0.1% -0.1% 25.1% -3.1%
Health Care (MSCI World) 340.1         49.94 2.0% 1.9% -7.7% 18.0% 15.4%
Industrials (MSCI World) 303.1         42.18 -0.9% -1.8% -8.5% 16.6% 11.8%
Info. Tech. (MSCI World) 503.0         43.82 0.6% 0.7% -12.3% 27.6% 46.2%
Materials (MSCI World) 357.6         48.16 -0.9% 2.2% -1.7% 15.4% 21.6%
Real Estate (MSCI World) 214.8         44.55 0.2% -1.5% -8.3% 23.6% -5.7%
Utilities (MSCI World) 155.1         50.44 1.2% 0.6% -4.3% 11.1% 4.8%

Bonds (FTSE)
USA (7-10 Yr) 1.91% 40.97 -0.4% -1.5% -3.7% -2.4% 9.3%
Euro Area (7-10 Yr) 0.72% 38.98 -0.1% -3.3% -3.8% -2.9% 4.5%
Germany (7-10 Yr) 0.18% 40.60 -0.1% -2.4% -2.8% -2.7% 3.0%
UK (7-10 Yr) 1.46% 44.76 -0.4% -2.1% -3.5% -4.9% 5.4%
Switzerland (7-10 Yr) 0.29% 34.23 -0.5% -2.6% -3.5% -2.3% 0.4%
Japan (5-10 Yr) 0.19% 40.99 0.1% -0.5% -0.9% 0.0% -0.1%
Emerging (5-10 Yr) 5.93% 31.62 -2.4% -4.0% -6.9% -2.3% 5.2%

USA (IG Corp.) 3.19% 29.42 -0.5% -2.9% -6.2% -1.0% 9.9%
Euro Area (IG Corp.) 1.30% 22.47 -0.7% -2.7% -4.0% -1.0% 2.8%
Emerging (IG Corp.) 5.85% 14.44 -1.9% -3.4% -5.7% -3.0% 8.1%

USA (HY Corp.) 5.66% 38.75 0.4% -1.2% -3.9% 5.3% 7.1%
Euro Area (HY Corp.) 4.80% 29.15 -0.6% -2.7% -4.1% 3.4% 2.3%
Emerging (HY Corp.) 8.43% 29.14 -2.3% -3.3% -5.2% -3.2% 4.3%

World (Convertibles) 407.6         44.21 0.1% 0.4% -7.0% 2.4% 38.8%
USA (Convertibles) 545.8         46.23 0.9% 1.3% -8.0% 3.1% 54.5%
Euro Area (Convertibles) 3 813          33.50 -1.0% -3.0% -7.1% -0.3% 6.1%
Switzerland (Convertibles) 181.2         21.50 -0.8% -2.1% -2.5% -0.5% 0.5%
Japan (Convertibles) 196.8         42.64 -0.6% 0.1% -1.9% 3.3% 2.8%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 726.7         56.70 n.a. -0.7% n.a. 8.2% 6.4%
Distressed 966.8         51.16 n.a. -1.0% n.a. 12.5% 3.8%
Event Driven 812.3         66.91 n.a. -2.0% n.a. 12.9% 7.0%
Fixed Income 393.5         43.46 n.a. -0.1% n.a. 5.2% 3.6%
Global Macro 1 205.0      73.48 n.a. 3.4% n.a. 9.6% 6.5%
Long/Short 927.5         56.69 n.a. -2.4% n.a. 8.3% 7.9%
CTA's 341.6         64.74 n.a. 1.4% n.a. 8.2% 1.9%
Market Neutral 290.1         63.72 n.a. -0.8% n.a. 6.2% 1.7%
Multi-Strategy 696.9         58.95 n.a. -1.2% n.a. 7.0% 5.6%

Volatility
VIX 27.59         53.86 -0.6% -11.5% 60.2% -24.3% 65.1%
VSTOXX 32.12         55.60 2.7% 2.1% 66.7% -17.6% 67.5%

Commodities
Commodities (CRB) 606.5         n.a. 0.7% 3.9% 4.9% 30.3% 10.5%
Gold (Troy Ounce) 1 900          64.13 -0.4% 5.7% 3.8% -3.6% 25.1%
Oil (WTI, Barrel) 92.59         59.73 1.7% 7.0% 20.3% 58.7% -20.5%
Oil (Brent, Barrel) 100.72       70.31 1.9% 11.5% 26.1% 51.4% -23.0%

Currencies (vs USD)
USD (Dollar Index) 97.120       61.69 1.1% 0.6% 1.5% 6.4% -6.7%
EUR 1.1190       38.78 -1.1% -0.4% -1.6% -7.5% 9.7%
JPY 115.55       43.61 -0.7% -0.4% -0.4% -10.2% 5.1%
GBP 1.3373       35.90 -1.7% -0.6% -1.2% -1.0% 3.1%
AUD 0.7201       53.13 0.2% 1.9% -0.9% -5.6% 9.6%
CAD 1.2770       45.27 -0.1% -0.5% -1.0% 0.7% 2.1%
CHF 0.9261       44.90 -1.1% 0.1% -1.4% -3.0% 9.4%
CNY 6.3108       63.61 0.4% 0.8% 0.7% 2.7% 6.7%
MXN 20.532       47.28 -1.1% 0.5% 0.0% -3.0% -5.0%
EM (Emerging Index) 1 741.5      48.77 -0.5% 0.2% 0.4% 0.9% 3.3%

Source: Bloomberg, Atlantic Financial Group Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER 

This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where 

such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to, purchase, sell or hold any 

security or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take 

into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate 

to individual circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own 

independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each 

client and may be subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided 

in the document or otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, 

obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and 

analysis contained herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness, accuracy, or completeness of 

the information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well 

as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, 

and the investor may receive back less than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate 

into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are 

higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and 

characteristics and to and bear their associated risks. On request, Atlantic will be pleased to provide investors with more detailed information concerning risks 

associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate and 

adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject 

to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting 

in price volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest 

that all of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts 

are expressly prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in 

this document for and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 

 


