
Not the vodka! 
Another weekend and another round of 
Russian sanctions!

The US was the first out of the starting 
blocks, announcing a further round of 
restrictions — this time covering, amongst 
other things, diamonds, caviar, and vodka. 

The G7 also announced additional 
sanctions as well as saying that they 
would deny Russia its ‘most favoured’ 
nation status relating to key products, 
while they also announced they would 
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work collectively to prevent Russia from 
obtaining international financing and that 
they would suspend Russia’s membership 
to the IMF and the World Bank!

Friday night also saw a couple of data 
releases, with US University of Michigan 
consumer sentiment falling to its lowest 
level since November 2011, at 59.7, which 
was well down on the 61.4 expected and 
below February’s 62.8 reading. 

Inflation measures also increased, with 
the 1-year inflation expectation jumping to 
5.4%, which was the highest reading since 
1981, while 5-year inflation expectations 
remained steady at 3.0% for the second 
straight month.

In the UK, the British economy expanded 
0.8% in the month of January and 1.1% on 
the quarter, against expectations of 0.1% 
and 0.8%. It is the strongest GDP growth 
in 7 months, as the economy rebounded 
from its pre-Christmas, Omicron-related 
shutdown.

ECB Governing Council member, Francois 
Villeroy de Galhau, announced that the 
economic impact of the Ukrainian crisis, 
which may shave as much as 2.0% off 
economic growth, may require “targeted” 
government measures as, with the oil 
shock “it is very strong in its intensity, and we 
don’t know its duration. It’s much less violent 
for economic growth, but it’s translating into 
more inflation because of rising energy costs.”

The weekend saw another weak close 
for US equity markets as the situation in 
the Ukraine focused attention on global 
food prices and security after the UN food 
agency forecast that food and feed prices 
could rise by a further 20% given that 
Russia and the Ukraine rank amongst the 
top three global exporters of wheat, maize, 
rapeseed, sunflower seeds, and sunflower 
oil, while Russia is also the world’s top 
exporter of fertilizer. 

While US equity markets closed in neg-
ative territory, Asian and European bourses 
were predominately flat. Commodity 
prices were also firmer, with oil and natural 
gas in demand once again, rallying over 
3.0%, although gold and silver eased back a 
touch as did bond yields, with the 10-year 
treasury yield back to 1.99% and the bund 
at 0.25%. Currencies were quiet, with the 
EUR, AUD, and NZD all a touch lower.  

Fed tightening to begin
This week, it’s all about Thursday’s FOMC 
meeting. With the US economy growing 
strongly, job creation high, and the economy 
experiencing its fastest rate of price 
inflation in over 40 years, it would appear 
not even the uncertainty and financial 
market volatility caused by Russia’s invasion 
of Ukraine will deter the Fed from hiking.  
At the moment the market is pricing in  
7 hikes this year, with the Fed funds rate 
expected to be at 1.75% by year end.
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