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Market comment

The Russian invasion of Ukraine is a massive external shock to financial markets, but
more importantly to the real economy. The war in Ukraine and the Western response
to Russia are now definitely plunging us into a new regime of supply-constrained
economies where the state is omnipresent and hyper-interventionist. The European
Union (EU) appears to be the big loser in this
historic turning point. It has adopted policies that have made it dependent on the
United States for its defense, on Russia for its energy supply, and on China for lowvalue-added manufactured goods. From now on, EU countries will
have to invest in energy independence, via renewables, and in their own defense, in
particular. Europe is going to have to use fiscal levers and public spending to get out
of its double impasse. As a result, supplies in many areas within the democratic
countries of the West will be constrained by the need to invest more and faster in
the energy transition, defense, and essential goods, such as agricultural products.
At the end of the quarter, the sentiment on financial markets improved due to hopes
of an imminent end to the war in Ukraine. In addition, global stock markets
recovered significantly in the wake of the US Federal Reserve’s moderate interestrate hike. Against this backdrop, we sold Orsted since the company is sensitive to
rising interest rates and on top it also faces continuous headwinds from rising
commodity prices and inflationary pressures. Since we did not profit form the nice
performance of financials earlier this year, we finally found a real sustainable
Canadian bank with Bank of Montreal which we bought after financials corrected
downwards in March. BoM provides more accessible financial products and services
to small businesses, women entrepreneurs, and underserved communities and has
a very experienced stewardship team, providing services also for external
institutions. As we have kept the duration of the bond investments quite short, the
raise of US yields did only affect the bond investments of the mandate marginally.
However, on the equity side in general sustainable investment and so in the mandate
could only partially profit from the nice raise as the top performance contributors
came from the energy sector, up over 7% in March and 30% year-to-date.
Russia’s decision to attack Ukraine on 24 February 2022 has brought us into a new
era, with a radically different investment regime than the one that has characterized
the last three decades. During that time, the West benefited from peace and was
able to delegate capital-intensive activities that had low added value or were
harmful to the environment to other countries. Now, the US and Europe have
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become aware of their dependence on countries whose regimes may prove hostile
to liberalism and democracy, and they are ready to change that. Politics has gained
in importance, and the reactionary function of central banks has changed. On 16
March, the US Federal Reserve raised interest rates for the first time during an
external shock. Nevertheless, we believe that the recovery in yields will be gradual.
There are many reasons for this, including record debt, technological progress, and
the cyclical effects of changes in the prices of financial and real estate assets. This
environment will be structurally favorable to equities, which will benefit from higher
nominal economic growth than in the last 20 years.
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Allocation per asset class

Monthly gross performance YTD - Benchmark and portfolio
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Development of equity - comparison with equity indices
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