
The Impact of War on Europe

In the middle of a historic week for humanity, economics, markets and the current world order,  war in Europe has quickly been modified 

to war on Europe, as Russia’s invasion of the Ukraine has done something that very few events have been able to do—unite the world. 

Though the human tragedy is foremost on everybody’s minds, the significant events of the past few days and weeks will have a long-

lasting impact on economies and markets. Some of the repercussions will be immediate and others more glacial, but it’s worth 

unpacking a few of them.

Weaponizing the Global Financial System 

The global sanctioning of the Central Bank of Russia’s monetary reserves is tantamount to a weaponization of money. A penalty only used 

against North Korea, Iran and smaller central banks in the past, this penalty quickly made “fortress Russia” much less fortified. As I said in 

a previous edition of this weekly, “Russia has a fiscal surplus, $650 billion of reserves, and debt mostly owned by locals,” and their ability to 

withstand global penalties was quite good. With a stroke of the pen, governments made most of those reserves unusable, and essentially 

put other central banks on notice that what was once usable fiat currency in times of need, may not be in the future. The financial system 

has become weaponized, and adversaries of the United States and Europe, like Russia and China with massive reserves, will be focused on 

the pace of de-dollarization to escape the risk of sanctioned reserves in the future. The dollar as its share in global central bank reserves 

has been falling for some time, but the speed and thoroughness of its downward trajectory will surely quicken.  As always, these types of 

events are not easily tradable and are more thematic in nature.

The Dwindling Safety of Savings Accounts

Another relevant theme to arise over the past few weeks is that money in bank accounts may not necessarily be as safe as one thinks. 

Whether through the confiscation of property (ie. Canada and the blockade protesters in Ottawa a few weeks ago, or the world to the 

Russians this week), or through the silent confiscator known as inflation, the value of money that is sitting idle in bank accounts must be 

rethought. Financial repression is here—central banks and governments are overseeing economies with very high inflation rates, which in 

the end hurts savers and people’s wallets, but allows the massive amount of debt outstanding to be deflated away. Assets will more 

willingly be put to work rather than sit in a savings account, and the move toward alternative savings vehicles will surely quicken—again, 

not an easy theme to trade, but one to keep on the medium- and long-term radar.  Holding income-oriented portfolios of securities and 

funds rather than leaving funds idle in a bank makes more sense than ever.

Focus on Unification, not Short-Term Trading

In the midst of a humanitarian tragedy, epic financial market movements and what certainly will be a new world order, the unification of 

democracies against tyranny is a welcome sight. It’s a historic moment when the country known for its neutrality, Switzerland, chooses 

sides. Keep some of the previously mentioned themes in mind, and in times of major geopolitical crisis, use the advice I heard once when 

someone asked how to short-term trade a geopolitical event…“DON’T.”
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