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We woke up this morning to headlines of “peacekeepers” being sent into the Donbass. We saw an
aggressive speech by Putin, followed by the signing of deals to recognize independent regions within
Ukraine. This relatively poor, bleak region now commands the entire world’s attention.
The only “regret” Putin seemed to display during his tirade was having let the USSR disband.
Stocks have been on a wild ride since Friday’s close. S&P futures were slightly higher late Sunday night
and then proceed to sell-off during the day as headline after headline emerged, all pointing towards
aggressive action from Russia.
Then, after signing those documents, we saw the S&P 500 futures drop almost 100 points from Friday’s
close. In a wild night, they managed to climb back to positive, while now giving up those gains as
Germany is stating that they can no longer support Nord Stream 2.
Please watch General (ret.) Marks on CNN this morning. He will be a fixture on that network as they
grapple with what is going on.

Limited Incursion?
This morning we are starting to face the reality of what a “limited” incursion might look like and will
continue to outline the potential scenarios and market impact. Almost absurdly, given everything that
has gone on, our original “base case” of limited incursion, followed by an olive branch, then some
tenuous agreements, remains in place.
•

Limited incursion. While visions of “peacekeepers” rolling into Ukraine originally drove markets
lower, a couple of things seem to have calmed the situation (for markets, not for the Donbass):
o Limited response. In the immediate aftermath of Putin’s actions, it seemed like
sanctions might be minimal and target the Donbass region and those involved there,
rather than applying more broadly to Russia. Some statements, depending on how you
chose to interpret them, seemed to indicate that only further incursion into Ukraine
would warrant more severe sanctions. This outcome is good for Putin, good for
markets, and awful for not only the Donbass, but for those who worry (and I’m one of
them) that this just lays out the steps for future incursions by Russia (and possibly
others).
o Severe response. Putting Nord Stream 2 in jeopardy would hurt Russia. Going after the
oligarchs’ assets across the globe would hurt Putin (not sure if we can get there, but
aggressive measures are at least being discussed). It is clear to many now (even if it
should have been clear sooner) that Putin isn’t easily scared. He has been almost
dismissive of sanctions as Russia has been enduring them to varying degrees for years
and has had plenty of time to prepare for this round. Longer-term, the China/Russia
pipeline deal is helping shape what he can do (and not in a good way for the West). This
is worse for markets and better for humanity, but at this stage, seems unlikely to
prevent incursion.

Full-scale attack. This remains highly unlikely, as nothing has changed about the logistics and
cost to Russia of mounting such an attack. While Putin’s speech was a clear indication that this
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is something he wants, which increases the odds, it will still be a difficult and brutal battle. Also,
after his “performance” yesterday, we may see a much more hardline response from NATO and
the West as his dreams (if not intentions) are impossible to deny. Any major conflict, whether
it is Ukraine aggressively defending its borders or Russia pushing far into Ukraine, will be
incredibly disruptive for markets (at least in the near-term).

Bottom Line
Markets are simply puppets on strings this morning. Those strings will be pulled, headline by headline,
and we will do the best to navigate that and provide updates whenever possible or appropriate from
our Geopolitical Intelligence Group.
At this particular moment in time (7:30 am EST):
•

Markets, as suggested on Friday, have priced a lot of the risk in already. Even at its worst point
yesterday, we were well within what has become “normal” volatility (not like the limit down
experiences during the pandemic, or Brexit, or the Financial Crisis).

•

Sanctions with real teeth and tough talk are all that Putin might understand. That seems to
be the tone assuming the Nord Stream 2 headlines out of Germany are correct. Having said
that, it makes sense to fade any rally based on the thinking that Putin will back down, as he
seems to have gone too far to settle for anything less than occupying some or all of the Donbass
(the existing “separatist” controlled territories are almost a foregone conclusion, but does he
push further?) This is probably the “right” strategy for NATO and the West, but will ensure that
we get more volatility as Putin is unlikely to backdown quickly and he may even threaten further
escalation.

So, despite everything going on, I’m looking for opportunities to buy as a lot was priced in already and
full-scale invasion seems unlikely, but there will be better buying opportunities if the West launches
aggressive sanctions (we cannot expect Putin to react meekly after yesterday).
Good luck as it does seem that we need to rethink the world after yesterday (from a geopolitical and
humanitarian standpoint) as it is clear that not everyone intends to play by the established rules.
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Disclaimer
This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information
received in the strictest confidence and shall not disclose to any third parties any information material to the opportunity
contained herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable
damage for which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and
hereby agree, that the proprietary information disclosed herein represents confidential and valuable proprietary
information and, therefore, will not, without express prior written consent, disclose such information to any person,
company, entity or other third party, unless so doing would contravene governing law or regulations.
This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information available from public sources.
Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein
imposes any obligation on Academy.
Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by
the registration of certain principals.
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