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Déjà vu All Over Again? 
 

Just a month ago the Olympics were limping along to low television ratings in the US and Americans were staring to breathe a 

small sigh of relief on optimism that the Omicron wave of Covid-19 was finally drawing to a close.  Today, gas prices sit more 

than $1/gallon higher YTD and Russia has embarked upon one of the most troubling aggressions of our times.  

 

Based on reader feedback, we are continuing the format from February as we look to touch on key elements of today’s 

market climate. Our team looks to both respectfully contextualize recent events and offer investment insights we feel are 

relevant right now. 

  

Is this the 1970’s all over again? 
In a word, no!  It’s undeniable that recent oil shocks remind some of the shocks of 1973-74 and 1979-81. In 1973, the Syrian 

and Egyptian land grab sparked an oil embargo, stagflation, and a 43% selloff in equities. The 1979 Iranian revolution led to 

$1/gallon gas at the pump for the first time in the US long lines just to get fuel, and a +12% year for equities.  Ultimately, the 

Fed’s hand was forced to aggressively fight inflation in the years following.  So how is this time different? 

 

  
 

Above Left: The Chicago Fed’s gauge of financial conditions (aka, stress in the system) shows the oils shocks of the 1970’s 

The GFC and Covid spikes are easily identified as well. We are well within the healthy range right now.   

Above Right: Our <4% unemployment level is a stark contrast to levels as high as 9% in the mid ‘70s. 
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Not only have US markets bounced back following major geopolitical events throughout history, but so too have non-US 

markets.  During each of these events, it seemed that things would never calm, but in each instance they did.  As we reflect 

on the past few weeks, we concede the uniqueness of the Russian invasion and maintain a watchful eye on the situation. 

Geopolitical History & The Markets 
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Commodity Spike 

 
 

 

 

 

 

Bonds…is the 40+ year bull market over? 

 

Commodity prices had already aggressively moved higher before the Russian invasion, but the attack has led to historic 

moves in many parts of the commodity complex.  For many of our clients, we have allocated to a diversified basket of 

commodities (via an ETF) for a hedge against both inflation and continued geopolitical risk. While probabilities (and futures 

markets) suggest some of the commodity spikes are likely to abate once the Ukranian conflict is resolved, inflation 

headwinds are likely to remain far longer.  During such times, commodities have historically served investors well. 

 Low yields and the likelihood of the 

Fed hiking rates multiple times in the 

coming months presents investors 

with challenging risk-management 

decisions. The 1942-1968 era 

illustrates a much different bond 

market than most investors have 

experienced. As such, we believe one 

must remain disciplined and largely 

maintain equity allocations during the 

current storms. 
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Closing Thoughts from HIP 

 
As we conclude, allow us briefly reflect upon the wisdom of some of the 20th century’s greatest authors: 

 

"The battleline between good and evil runs through the heart of every man." Aleksandr Solzhenitsyn, 

Russian author, critic of Communism, and former member of the Red Army during WWII  

 

"Whoever is winning at the moment will always seem to be invincible." – George Orwell, Indian-born British 

author, supporter of democratic socialism 

 

“The first panacea for a mismanaged nation is inflation of the currency; the second is war. Both bring a 

temporary prosperity; both bring a permanent ruin. But both are the refuge of political and economic 

opportunists.” Ernest Hemingway, American author, and soldier during WWI 

 

Deep are the roots of truth that run through these quotes.  To so many, fear is an inescapable reality.  Heartbreak for 

the victims of this tragedy is both immeasurable and equally inescapable. Unfortunately, we have seen such 

tragedies throughout history and cannot escape them even in this modern era.   

 

In this month’s newsletter, we have tried to help lend some perspective and objectivity to a very emotional time in 

many investors’ lives.  The past 2+ years have challenged even the most perseverant soul.  Our ask is that you reflect 

on what we have presented and share your thoughts, fears, and feedback with our team. 

 

We welcome your calls and your e-mails. 

 

Sincerely, 

 

Your Team at Head Investment Partners 
 

 

 
 

      


