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Key points 

▪ Rising oil prices to foot the bill for war, 

as some gain and some lose  

▪ Flight to safety to benefit gold, 

treasuries, and high grade credit. 

Demand for hedges are driving gold 

prices 

GLOBAL CROSS ASSETS 

Returns of cross assets around the world 

Index Close Overnight YTD 

DJIA 33,223.83 0.3% -8.6% 

S&P 500 4,288.70 1.5% -10.0% 

NASDAQ 13,473.58 3.3% -13.9% 

Stoxx Europe 600 438.96 -3.3% -10.0% 

DAX 14,052.10 -4.0% -11.5% 

CAC 40 6,521.05 -3.8% -8.8% 

FTSE 100 7,207.38 -3.9% -2.4% 

MSCI AxJ 738.74 -3.5% -6.4% 

Nikkei 225 25,970.82 -1.8% -9.8% 

SHCOMP 3,429.96 -1.7% -5.8% 

Hang Seng 22,901.56 -3.2% -2.1% 

MSCI EM 1,154.86 -4.3% -6.3% 

UST 10-yr yield* 1.96 -2.8  45.3  

JGB 10-yr yield* 0.20 0.2  13.0  

Bund 10-yr yield* 0.17 -5.7  35.1  

US HY spread* 3.72 13.0  89.0  

EM spread* 396.35 29.2  66.1  

WTI (USD) 92.81 0.8% 23.4% 

LMEX 4,864.40 1.1% 8.0% 

Gold (USD) 1,903.89 -0.3% 4.1% 

Source: Bloomberg 

* Changes in basis points  

▪ Past geopolitical conflict events suggest 

equity corrections are followed by 

sharp rebounds as fundamentals are 

not affected 

▪ Resilient sectors with strong pricing 

power include semiconductors and 

health care 

▪ Monitor European Banks for Russian 

exposure, unless sanctions are 

broadened 

 

Asset Allocation 

Financial market impact of Russia-Ukraine conflict 

Following the escalation of Russia-Ukraine tensions into a conflict, we are being watchful 

of a potential stagflation scenario, should the situation intensify. Elevated oil prices for a 

prolonged period could undermine confidence and hurt the nascent recovery as the world 

is just preparing for a post-pandemic resumption of activities.  

While staying cautious over the development of conflict in Ukraine, we have identified 

potential winners and losers from the crisis:   

Positive reaction in markets  

▪ Oil:  As Russia is the second largest exporter of oil, and Europe relies on Russia for 40% 

of gas supply, we see a disruption in oil and gas supply. Expect oil prices to stay 

elevated for longer in an already tight market. 

▪ Oil majors and energy exposure: Strong earnings outlook arises from higher oil prices 

Meanwhile, sector valuation remains attractive with strong free cashflow. Resumption 

of dividends and share buybacks will continue to support the allure of the sector. In 

particular: 

i. US Energy stocks have lower exposure to Russia and shale oil could make a 

comeback. 

ii. Remain positive on European oil majors as sector laggards to oil prices. Exposure 

to Russian sanction risks to be mitigated by their geographical diversity in terms 

of business operations.  

iii. Asian energy sector exposure in China and Thailand to benefit from higher oil 

prices.  

▪ Gold: Expect demand for inflation hedges, geopolitical risks, and volatility to rise, 

leading to higher gold prices. As a hard asset, gold has preserved and risen in value 

during environments of hyperinflation, stagflation, and negative interest rates. Its 

attribute of being uncorrelated to risk assets make it an effective hedge during periods 

of high volatility. 

▪ Gold mining sector: Gold miners are attractive as their correlation to gold price is a lot 

higher than to equities, shielding the sector from equity volatility while benefitting from 

higher gold prices. With earnings highly leverage to gold prices, current all-in sustaining 

costs (AISC) of USD1,200 still suggest a wide profit margin.  Sector valuation is 

attractive.  

▪ Commodity exporters: Countries such as Malaysia and Indonesia can be resilient, with 

their rich palm oil, natural gas, coal, metals, and minerals exposure benefitting from 

higher commodity prices. 

▪ Treasuries and high grade credit: Risks in the growth outlook could temper enthusiasm 

among Developed Markets (DM) central bankers for hiking rates, invoking flight-to-

safety flows. 

▪ EM GCC/LatAm credit: High carry, commodity-exporting regions such as the Gulf 

Cooperation Council (GCC) and LatAm are likely to see tailwinds from higher oil prices. 

▪ US equities: Past geopolitical events suggest corrections are followed by sharp 

rebounds as fundamentals are not affected. 

▪ Semiconductor upstream supply chain: Winners include companies with pricing power 

and capacity advantage like IC design firms, wafer contract manufacturers, and 

equipment makers. Expect a surge in end demand for chipsets as global supply chains 

expedite production, stock up inventory, and drive up average selling prices. These 



 

 

 

Disclaimers and Important Notes 

This information herein is published by DBS Bank Ltd. (“DBS Bank”) and is for information only.  This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively 

“DBS”) and clients to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank.   

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as 

described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be 

viewed as such.  

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to 

any actual transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors 

or employees (collectively the “DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information 

herein may be subject to further revision, verification and updating and DBS Group undertakes no responsibility thereof.  

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial 

situation or particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure 

that you understand the transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In 

particular, you should read all the relevant documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such 

independent investigations as you consider necessary or appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned 

in this publication is suitable for you.  DBS Group does not act as an adviser and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising 

from any arrangement or entrance into any transaction in reliance on the information contained herein.  In order to build your own independent analysis of any transaction and its 

consequences, you should consult your own independent financial, accounting, tax, legal or other competent professional advisors as you deem appropriate to ensure that any 

assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and objectives without relying in any way on DBS Group or any position 

which DBS Group might have expressed in this document or orally to you in the discussion.  

Any information relating to past performance, or any future forecast based on past performance or other assumptions, is not necessarily a reliable indicator of future results. 

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be 

intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the 

Information, which may arise as a result of electronic transmission. If verification is required, please request for a hard-copy version.  

This publication is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 

jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or 

contact us immediately. DBS Group reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational 

purposes. The security, accuracy and timeliness of electronic communications cannot be assured.  

Dubai International Financial Centre  

This communication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the "COB Module"), and 

should not be relied upon or acted on by any person which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 

This communication is from the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the "DIFC") under the trading name "DBS Bank Ltd. (DIFC Branch)" 

("DBS DIFC"), registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, PO Box 

506538, DIFC, Dubai, United Arab Emirates.  

DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number F000164. For more information on DBS DIFC and its affiliates, please 

see http://www.dbs.com/ae/our--network/default.page. 

Where this communication contains a research report, this research report is prepared by the entity referred to therein, which may be DBS Bank Ltd or a third party, and is provided 

to you by DBS DIFC. The research report has not been reviewed or authorised by the DFSA. Such research report is distributed on the express understanding that, whilst the 

information contained within is believed to be reliable, the information has not been independently verified by DBS DIFC. 

firms are less susceptible to geopolitical conditions in Eastern Europe. After the recent 

rounds of selloff, the sector’s valuations appear attractive. 

▪ Health care: We see a surge in end demand for medical supplies and health care 

solutions. Main beneficiaries include pharmaceutical firms and medical device makers 

as countries build up medical supplies and health care capacity. 

Negative reaction in markets  

▪ Banks with Russian exposure: Russia’s large banks are deeply integrated into the global 

financial system. Banks with exposure to such large banks, especially the European 

ones, should be monitored if sanctions are broadened or SWIFT being cut off from 

Russia. 

▪ Germany: Being Russia’s trading partner in the European Union (EU), Germany will be 

the most impacted amongst EU countries. Higher energy prices could slow recovery, 

and  negative impact from halting of Nord Stream 2 is yet to be determined as 

sanctions are also imposed on companies involved in the project. 

▪ Asian net oil importers: South Korea and Japan are highly industrialised net oil 

importers. Every USD10 increase in oil price is estimated to worsen trade balance by 

0.2% - 0.4% of GDP, and raise inflation by 35-45 bps. 

▪ Russian credit/other assets: Threat of sanctions would provoke asset disposal due to 

deteriorating domestic outlook and limitations on counterparty trading of securities. 

▪ EM Central and Eastern Europe (CEE) credit: The area’s geographical proximity to 

conflict hotspots poses a risk to the credit market. 
 

 



 

Unless otherwise indicated, this communication does not constitute an "Offer of Securities to the Public" as defined under Article 12 of the Markets Law (DIFC Law No.1 of 2012) or 

an "Offer of a Unit of a Fund" as defined under Article 19(2) of the Collective Investment Law (DIFC Law No.2 of 2010). 

The DFSA has no responsibility for reviewing or verifying this communication or any associated documents in connection with this investment and it is not subject to any form of 

regulation or approval by the DFSA. Accordingly, the DFSA has not approved this communication or any other associated documents in connection with this investment nor taken 

any steps to verify the information set out in this communication or any associated documents, and has no responsibility for them. The DFSA has not assessed the suitability of any 

investments to which the communication relates and, in respect of any Islamic investments (or other investments identified to be Shari'a compliant), neither we nor the DFSA has 

determined whether they are Shari'a compliant in any way. 

Any investments which this communication relates to may be illiquid and/or subject to restrictions on their resale. Prospective purchasers should conduct their own due diligence 

on any investments. If you do not understand the contents of this document you should consult an authorised financial adviser. 

Hong Kong  

This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) (“DBSHK”) which is regulated by the Hong Kong Monetary Authority (the "HKMA" ) and the 

Securities and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited. 

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information 

contained within is believed to be reliable, the information has not been independently verified by DBSHK.  

Singapore  

This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) ("DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated 

by the Monetary Authority of Singapore (the "MAS"). 

Thailand 

This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”).  

United Kingdom   

This communication is from DBS Bank Ltd., London Branch located at 9th Floor, One London Wall, London EC2Y 5EA. DBS Bank Ltd. is regulated by the Monetary Authority of 

Singapore and is authorised and regulated by the Prudential Regulation Authority. DBS Bank Ltd. is subject to regulation by the Financial Conduct Authority and limited regulation by 

the Prudential Regulation Authority. Details about the extent of DBS Bank Ltd., London Branch’s regulation by the Prudential Regulation Authority are available upon request. 

 

 

 


