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Our analysis shows that a $25 increase in Brent crude would mean 

a half a point hit to US real GDP growth in the USA primarily due to 

its negative impact on consumption, which itself comprises 68.5% 

of US GDP. This would take us growth to sub-3%, close to or below 

the country’s potential rate of growth, which is 2.5%. Growth will 

decelerate and inflation worsen, leading to a stagflationary 

environment in the coming quarters. Which sectors historically 

outperform in this environment? See below. The US consumer has 

so far remained resilient but key risks for global equities: 1) 

monetary policy error (too much tightening) 2) indirect risks from 

Russia/Ukraine. Our Fed view: four 25bps hikes times this year 

starting in March. 

 

So far, the limited downside reaction of stocks to the military 

invasion of Ukraine has been impressive, with the SPX off only 5% 

since the launch of the conflict. The bigger drop in equities this 

year-to-date came in January as the market started to price in an 

aggressively tightening Fed. In US sectors we favor Value over 

Growth. Within EM, there will be winners and losers especially 

within Latin America, with energy and food exporters at the top of 

the list, starting with Colombia and Brazil and even Argentina 

capturing some market share. 

 

  

 

Asset Spot

Chg In 

Past 2 

Weeks

YTD 

Change

USG10Y 1.70 -35bps +19bps

USG30Y 2.09 -27bps +19bps

JGB10Y 0.18 -4bps +11bps

DXY 97.46 1.53% 1.87%

EUR 1.11 -2.10% -2.19%

JPY 114.81 0.71% 0.25%

MXN 20.63 -1.12% -0.47%

BRL 5.15 0.14% 7.92%

SPX 4294 -3.96% -9.90%

IBOV 113142 -1.47% 7.94%

MEXBOL 52926 -0.54% -0.65%

Brazil 10Y 11.56 +12bps +76bps

Mexico 10Y 7.95 +14bps +39bps

MXEF 1171 -4.70% -4.93%

Gold 1940 4.65% 6.05%

WTI Crude 103.2 12.10% 37.23%

As of 03/01/2022
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As a result of Russia’s invasion and sanctions, expect: inflation to accelerate and growth to decelerate. 

Global energy costs to rise further, hurting European growth especially. We are recommending 

underweight positions in European assets from equity to Forex. While a full stop to Russian exports of 

LNG to Europe is highly unlikely a partial is possible as are US sanctions on energy, to which Putin 

could respond with some disruption of the pipelines. Some 30%-40% of European gas comes from 

Russia (about 1/3 of Russia’s gas exports to Europe usually go through Ukraine). Europe needs Russia 

as a supplier but Russia needs Europe as buyer; we doubt Russia would completely shut down gas 

flow to Europe. Even during the Cold War, the Soviet Union did not shut off gas exports; in the last 

dispute with Ukraine back in 2009, only the gas piped through Ukraine was (temporarily) disrupted. 

Natural gas is already trading 50% higher than one year ago and in Europe gas is far more expensive 

than here in the US. Food costs will rise.  

 

As always, there will be winners and losers especially within Latin America. Within Latam, energy and 

food exporters top the list, starting with Colombia and Brazil and even Argentina will capture some 

market share from Russia and Ukraine, which have historically been among the top wheat exporters 

in the world, combining for over 30% of the global wheat market. Our top picks in EM, remain Brazil 

and China and we have added energy exporter Colombia. We have not changed this forecast. 

Improved terms of trade for LatAm is a bright spot for sluggish growth amid aggressive rate 

tightening. We expect ongoing high prices for some of the world’s most important food staples, 

including wheat, corn and soybean prices.     

 

Our analysis shows that a $25 increase in Brent crude would translate to a half a point hit to US real 

GDP growth in the USA primarily due to its negative impact on consumption, which itself comprises 

68.5% of US GDP. This would take us growth to sub-3%, close to or below the country’s potential rate 

of growth, which is 2.5%. See our full equities analysis here: Bulltick Research 11/24/21 Market 

Strategy: Equity Positioning Heading Into 2022 

 

Growth will decelerate and inflation worsen, leading to a stagflationary environment in the coming 

quarters. Which sectors historically outperform in this environment? We conducted an analysis going 

back to 1990, in which we classified each year according to whether growth and inflation were 

trending above or below their 10-year trends. We then combined these two metrics using the 

shorthand labels ‘goldilocks’, ‘reflation’, ‘stagflation’ and ‘disinflation’. See below. 

 

 
 

Rank of Sensitivity of 

Performance to 

Growth/Inflation Regime

Best Regimes for 

Outperformance

Worst Regimes for 

Outperformance

Utilities 1 Stagflation Goldilocks

Energy 2 Stagflation Disinflation

Cons Disc 3 Disinflation/Goldilocks Stagflation

Comms 4 Disinflation Reflation

Healthcare 5 Disinflation Reflation

Cons Staples 6 Disinflation Reflation

Financials 7 Goldilocks Disinflation/Stagflation

Real Estate 8 Reflation Disinflation

Materials 9 - Disinflation

Tech 10 - -

Industrials 11 - -

https://protect-us.mimecast.com/s/TwRpCqxoQlhLAJfpcUvr?domain=bulltick.us7.list-manage.com
https://protect-us.mimecast.com/s/TwRpCqxoQlhLAJfpcUvr?domain=bulltick.us7.list-manage.com
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   Developed Markets 10Y Total Returns

   EM Local Currency Bond Total Returns

   EM USD-Denominated Bond Total Returns

B egin-2022 C urrent YT D  Interest YT D  C apital YT D  F o rex T o tal YT D 2022 T arget 2022

YT M YT M Gains, % Gains, % Gains, % R eturn, % YT M R eturn, %

UST 10Y 1.51 1.74 0.23% -2.06% - -1.83% 2.25 -5.16%

German 10Y -0.18 -0.07 0.00% -1.12% -2.12% -3.21% -0.20 4.02%

Japan 10Y 0.07 0.16 0.02% -0.88% 0.22% -0.65% 0.10 -0.14%

Mexico MBONO 2031 7.56 7.95 1.28% -2.56% 0.06% -1.22% 7.90 -1.71%

Mexico USD, 2031 2.95 3.65 0.45% -5.51% - -5.05% 3.10 1.48%

Brazil BRL 2031 10.84 11.56 1.74% -2.17% 7.91% 7.45% 11.75 17.14%

Colombia TES 2031 6.34 9.34 1.17% -17.96% 5.45% -12.26% 8.00 6.84%

Chile CLP 2032 5.65 5.88 0.97% -0.78% 5.90% 6.11% 6.00 9.33%

Argentina ARS, 2026 49.55 49.49 6.06% 7.64% -4.12% 9.01% 50.00 -6.05%

Peru Soberano 2031 5.90 6.22 1.08% -2.19% 5.31% 4.14% 6.00 8.54%

   Source: Bloomberg, Bulltick. All returns are in USD As of 03/01/2022

Fixed Income Strategy:

B enchmark A sset

▪ The invasion of Ukraine has spurred investors to re-

assess likely Fed policy, given the direct impacts that the

conflict is likely to have on global growth, the sentiment-

related impact on markets, and the potential for greater

complicat ions for supply chains, specifically for energy.

On balance, the market has priced out a full 25bps for the

March meeting, betting that the Fed will err on the side of

caution over growth, despite the prospect for ongoing

price pressures.

▪ While the scope for hikes has diminished somewhat, the

direction of monetary policy has not, and we continue to

expect that the Fed will hike rates this year (four times at

25bps each time), that the balance sheet will be reduced,

and interest rates will continue their march upward.

Indeed, as we have mentioned in prior publications, the

pace of yield increases was inordinate and we expected it

to slow, but the uptrend would be resilient.

▪ Fundamentally, we see the invasion as inflationary, and

that will continue to be the key driver of fixed income

returns in the present market, part icularly as the shock of

the invasion fades and investors settle into a 'new

normal', whatever that may be.

▪ High commodity prices bode well for some EM names,

even as a broad flight from high-risk securities will create

headwinds for EM fixed income as a broad asset class.

We prefer the Americas over EM Europe or Asia, given the

much smaller exposure to Russian energy markets and

potential impacts of sanctions.

2.9%
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Despite the uptick in geopolitical tensions, the most pressing factor for fixed income performance 

over the course of 2022 continues to be inflation. Headline CPI growth is at an astounding 7.5% y/y, 

with core PCE deflator, the Fed’s preferred measure, at 5.2% y/y, both well above the Fed’s target of 

2.0%. We expect that energy supply disruptions (or at the very least concerns over such disruptions) 

associated with the conflict in Ukraine has added upside risk to inflation moving forward, as does the 

ongoing general re-assessment of supply chains following COVID-related complications.  

 
We expect that yields and interest rates will both go up, but Brazil and Colombia, two nations with 

attractive pricing and high exposures to climbing commodity prices, may offer value even in the midst 

of an EM pullback.  
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   Developed Markets, FX Spot Returns

   Emerging Markets, FX Spot Returns

   Emerging Markets, FX Carry Returns

Asset Begin 2022 Current YTD Spot 2022 Expected 2022 Expected 

Return Spot Return Total Return

DXY 95.7            97.1              1.5% - 0.7% -

USD/EUR 1.14              1.11                - 2.0% 3.8% 3.3%

JPY/USD 115.1            114.9            0.2% 0.1% 0.0%

CNY/USD 6.36            6.31              0.7% - 2.2% -

MXN/USD 20.52         20.50          0.1% - 6.7% - 0.4%

BRL/USD 5.57            5.16              7.9% 7.1% 22.0%

COP/USD 4,122          3,906          5.5% 11.4% 17.7%

CLP/USD 852.0         804.0          6.0% 6.5% 12.1%

PEN/USD 4.00            3.80             5.3% 2.6% 6.9%

ARS/USD 103.09       107.53        - 4.1% - 26.4% - 0.7%

As of 03/01/2022

   Source: B loomberg, Bulltick. Note: Total returns include 3m deposit (or comparable) interest gains. Carry gains incorporate 

interest rate differential with US rates. A ll FX returns are against USD

FX Strategy:

End-2022

Target

95.0

1.18

115.0

6.50

22.00

5.20

3700

800.0

3.90

140.00

YTD Interest

Gains

-

- 0.08%

- 0.02%

-

9.06%

1.11%

1.75%

0.82%

0.91%

0.48%

▪ FX direction will depend on the ultimate economic impact

from the geopolitical stress and surge in oil and food

prices. If these cost jumps are sustained (or worse, are

partially cut off to Europe), the economic repercussions

for Europe, the US, and the globe are more serious. This

will force more bearishness on Euro and EM FX, while

flight to quality will favor USD. Higher-than-normal

geopolitical tensions would normally favor risk-haven

currencies such as the JPY, however, we expect further

weakness as the currency trades in sympathy with USTs.

Indeed, JPM research calculates that the broad dollar has

strengthened by 2% for every 1% percentage point

downgrade in the global growth outlook.

▪ We already expect a half a percentage point hit to US

growth from a sustained jump in oil prices and presently,

global growth forecasts are being lowered by Wall Street

houses and multi-laterals. We favor oil exporters in

equities and Forex, in both DM and EM. We think in the

net, geopolitical risk will have a negative impact on EM FX

and risk appetite for higher yielding high risk geographies

however there are pockets of value and opportunities.

▪ The Fed will stay the course, hiking 4 times this year at a

pace of 25bps, starting this month. Amid the highest

inflation seen in four decades, we expect further rate

hikes, and higher UST yields, albeit at a slower pace than

we have seen at the outset of 2022.

▪ Our top pick in Latin America for this year, the BRL, has

done well and remains undervalued according to our

models. We also like the COP, particularly given elevated

oil prices.
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We are bearish Euro due to ongoing vulnerability to the Russian conflict and energy dependency. The 

real and present threat of a curb or partial closure of Europe’s energy supply will keep downside 

pressure on Euro and strengthen the Dollar, which will be supported both by a tightening Federal 

Reserve and its pre-eminent safe haven status. 

 
 

Rising interest rates will present some headwinds for EM, but we expect that stronger commodity 

prices and aggressive responses by Latin American central banks present value in select quasi 

sovereign names on the credit said and within Forex, we like the BRL, which is the region’s top 

performing ytd, and energy-exporter COP. 
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   Developed Market Equity Returns

   Select S&P 500 Sectors Returns

   Emerging Market Equity Returns

Asset Div Begin 2022 Current Cap Gains Cap Gains Target

Yld Price Price (LCY, YTD) (USD, YTD) 2022 LCY w/Div USD w/Div

S&P 500 1.5% 4,766                      4,374              - 8.2% - 8.2% 5,100        7.0% 8.4% 7.0% 8.4%

Euro Stoxx 3.4% 4,298                      3,813               - 11.3% - 12.9% 5,000       16.3% 19.1% 20.7% 23.6%

German DAX 3.3% 15,885                    14,072            - 11.4% - 13.1% 18,000     13.3% 16.0% 17.6% 20.4%

Nikkei 225 2.0% 28,792                   26,845           - 6.8% - 6.6% 32,000    11.1% 13.0% 11.3% 13.1%

Shanghai Comp 2.7% 3,640                      3,489              - 4.1% - 3.5% 4,100        12.6% 15.0% 10.1% 12.4%

MSCI India 1.3% 2,037                      1,952               - 4.1% - 5.5% 2,250       10.5% 11.7% 10.3% 11.5%

MSCI EM 3.3% 1,232                       1,171                 - 4.9% - 4.9% 1,450        17.7% 20.5% 17.7% 20.5%

MSCI World 2.1% 755                          698                  - 7.5% - 7.5% 836           10.7% 12.6% 10.7% 12.6%

Mexican Bolsa 3.5% 53,272                   53,401            0.2% 0.2% 56,000    5.1% 7.9% - 2.0% 0.6%

Brazilian Bovespa 7.0% 104,822                 113,142           7.9% 16.5% 120,000  14.5% 22.1% 22.6% 30.8%

Colombia COLCAP 13.6% 1,411                         1,528               8.3% 13.4% 1,400        - 0.8% 2.6% 10.5% 14.3%

   Source: Bloomberg, Bulltick. Chart returns are in USD, excluding dividends As of 03/01/2022

Equities Strategy:

2022 Expected  Total Returns

▪ The limited downside reaction of stocks to the military

invasion of Ukraine has been impressive, with the SPX off

only 5% since the launch of the conflict . The bigger drop in

equities this year-to-date came in January as the market

started to price in an aggressively tightening Fed. Monetary

and fiscal policy are the main (not only) drivers of trend

movements and record highs and remain the most

important drivers. The market's limited downside to Russia

and soaring oil prices in our view are attributable to the roll-

back of those hawkish expectations (the same that took the

US equity markets down 10% top o bottom in the month of

January). Now that +50bps has been entirely priced out,

markets are stable, despite the threat to energy costs, food

costs, inflation, and economic downturn. This is attributable

to a rosier outlook for lax monetary and potentially even

fiscal policy while in reality, outside of the oil prices, the

Russian war with Ukraine should have limited direct impact

on US corporate earnings. (Indirect impacts are signficanty

however, from price increases, on econonmic griowth and

to the global consumer.)

▪ The US consumer has so far remained resilient but for how

long. Consumer confidence is trending downward in an

inverse relationship with the annual CPI rate. And inflat ion

will get worse as oil prices surge pasat $100 and food and

services costs skyrocket. Offsetting this dynamic are rising

real wages and a red hot labor market . The Fed is in a tricky

spot, faced with 40 year high inflation anda 2% average

inflation target, full employment, rising wages, and yet the

real and present threat of an economic slowdown

precipitated by geopolitical risk.

▪ Expect the Fed to hike in March and continue through the

year. We recommend UW in Europe in FX and Equities.
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Equities: UW Europe in EQ and Forex and while US cyclicals/growth names may be attractive tactically 

given their disproportionate sell-off, over the course of the next year Value is better positioned given 

rising real rates attractive valuations. We favor inflation sensitive sectors and commodities. Indirect 

impacts more important: Oil price shock combined with a pivot in monetary policy (towards 

tightening), due to multi-decade high inflation, has a good chance of further dampening consumer 

sentiment, discretionary spending, and therefore economic growth. Direct exposure/links to US 

companies to Russia/Ukraine based on disclosed revenues are limited. As always there are winners 

and losers and within EM and especially LatAm, energy and food exporters top the list, starting with 

Colombia and Brazil and even Argentina will capture some market share from the top wheat 

exporting market in the world, which has been combined Russia/Ukraine. Our top picks in EM, 

REMAIN Brazil and China. We have not changed this forecast. Improved terms of trade for LatAm are 

a bright spot for sluggish growth amid aggressive rate tightening. 

 

Latin America has tended to do well even amid lower growth environments (‘stagflation’), if prices are rising 

(likely because of the commodity price impact). 

 

 
 

We are updating our US growth and inflation outlooks, to the downside and upside, respectively. Will 

come out shortly. 

 

Russian impact: Global energy costs are likely to rise further, crippling European economic growth. A 

full stop to Russian exports of LNG to Europe highly unlikely but a partial is possible as are further US 

sanctions, to which Putin continue respond with some disruption of the pipelines. Some 30%-40% of 

European gas comes from Russia (about 1/3 of Russia’s gas exports to Europe usually go through 

Ukraine). Food costs are also on the rise, especially for three of the world’s most important staples: 

wheat, corn and soybean prices. Russia is the world’s largest exporter of wheat, and combined with 

Ukraine are responsible for 30% of the global wheat trade  
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Source: Bloomberg, Bulltick

Alternative Investments

As of 03/01/2022

① Since the invasion of Ukraine last 

week, the S&P 500 has seen several days 

of volatility, with 5 days seeing the index 

move by 1.0% or more. In four of those six 

trading days, the energy sector has moved 

in the opposite direction to the broader 

index, as should perhaps be expected 

given the risks associated with gas 

pipelines to Europe. 

We believe that in the present very 

dynamic, still-evolving situation, investors 

may consider dollar cost averaging to re-

enter the market. We believe that 

exposure to energy, and even 

commodity futures, may provide a 

further hedge. Essentially any good news 

for the oil sector (through prices) will be 

bad news for much of the rest of the 

market, and vice-versa. 

 Geopolitics is also given gold, the 

most classic of safe havens, a bid, and we 

expect that the most recent sanctions 

against Russia's central bank will put other 

nations on notice, and spur them to 

diversify their reserves away from the 

greenback and to precious metals. 

Meanwhile, Bitcoin, often toted as a 

modern alternative inflation hedge, is also 

up sharply in recent trading, rising 17.9% 

since Feb 21. 

 Implied volatility as measured by the 

VIX is at its highest level in over a year, 

and we would hold off on options 

purchases until this comes down, given 

their relatively high cost. 
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About us & contacts 

 
About Bulltick Capital Markets 

 

Bulltick Capital Markets is a full-service investment bank specialized in Latin America. The firm offers a variety of 

diversified financial products and services with local know-how and international expertise. Its client base is 

comprised of established financial institutions and qualified investors in Latin America, as well as of the international 

financial community with investment interests in the region. Bulltick is headquartered in the United States, with 

offices in Miami, Mexico City, and Bogota. 

 

Our Research Resources 

 

With Bulltick's vast Latin American in-roads, resources and networks, our research team is strategically positioned to 

provide value-added research on local and regional companies, markets and industries. With analysts in the region, 

along with management road shows, we are able to track the pulse of the leading markets in Latin America. We 

make it our business to know the business of the region, so we can help our clients manage volatility with in-depth 

coverage of macroeconomic leading sectors and market-moving events. 
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ANALYST CERTIFICATION 

 

The analyst(s) primarily responsible for the preparation of this report hereby certify that all the views expressed herein accurately reflect their personal views 

only. The analyst(s) also certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 

expressed in this report. 

 

IMPORTANT DISCLOSURES 

 

Principal/Agency Trading: 

Bulltick and its affiliated entities, employees, officers, and directors may deal on a principal and/or agency basis in transactions involving currencies, markets, 

sectors and/or securities referred to herein (or related derivatives or other instruments related thereto), including in transactions which may be contrary to any 

recommendations contained herein. 

The Firm’s Analysts may interact with sales and trading personnel in the ordinary course of business. Such sales and trading personnel may trade and/or have 

proprietary positions in the securities (or in related derivatives) that are the subject of this report, and the Firm's interest may conflict with the interests of 

investors in those instruments. 

 

Analyst Compensation: 

The costs and expenses of research, including the compensation of the analyst(s) that prepared this report, are paid out of the Firm's total revenues, a portion of 

which are generated by its fixed income division. 

 

Conflict Management: 

Fixed income personnel report to the head of fixed Income and are not subject to the direct or indirect supervision or control of any other Firm department (or 

members of such department). 

 

OTHER DISCLAIMERS 

 

Bulltick and its subsidiaries, affiliates, shareholders, directors, officers, employees, and licensors (“The Bulltick Parties”) will not be liable (individually, jointly, or 

severally) to you or any other person as a result of your access, reception, or use of the information contained in this document for indirect, consequential, 

special, incidental, punitive, or exemplary damages, including, without limitation, lost profits, lost savings, and lost revenues (collectively, the “Excluded 

Damages”), whether or not characterized in negligence, tort, contract, or other theory of liability. The information contained in this document has been obtained 

from sources believed to be reliable, although its accuracy and completeness cannot be guaranteed. All opinions, projections and estimates constitute the 

judgment of the author as of the date of the report and these, plus any other information contained herein, are subject to change without notice. Prices and 

availability of financial instruments mentioned are also subject to change without notice. 

 

Bulltick and its affiliated companies have not taken any steps to ensure that the recommendations referred to in this report are suitable for any particular 

investor. The Report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of any financial product. Securities 

and financial products mentioned in the report are subject to investment risks, including the possible loss of the principal amount invested. The financial 

instruments mentioned in this document may not be eligible for sale in some countries. The Report is not to be construed as providing investment services in 

any jurisdiction where the provision of such services would be illegal. 

 

Investing in non-US securities or markets, may entail additional risks. Securities of non-US issuers may not be registered with and may not be subject to the 

reporting requirements of the US Securities and Exchange Commission. There may be limited information available on foreign securities or markets. Foreign 

companies are generally not subject to uniform audit and reporting standards, practices, and requirements comparable to those in the US. Investments in 

foreign markets may be less liquid and their prices more volatile than those comparable in US. In addition, exchange rate movements may have an adverse 

effect on the value of an investment in a foreign market. 

 

The information contained in the report is privileged and confidential and intended solely for the recipients who have been specifically authorized to receive it 

and it may not be further distributed. Bulltick and its affiliates accept no liability whatsoever for the actions of third parties. Should you receive this message by 

error you are hereby notified that any disclosure, reproduction, distribution, or use of this message is strictly prohibited. 

 

The Report may provide the addresses of, or contain hyperlinks to, websites, except to the extent to which the Report refers to website material of Bulltick, the 

Firm takes no responsibility for, and makes no representation or warranties whatsoever as to, the data and information contained therein. Such address or 

hyperlink is provided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing 

such website or following such link through the Report or the website of Bulltick shall be at your own risk and Bulltick shal l have no liability arising out of, or in 

connection with, and such reference website. 

 


