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The war in Ukraine shocked the stock markets, for the time being, only
brieﬂy. The start of peace negotiations has brought about a signiﬁcant
recovery. It remains to be hoped that peace talks will quickly be crowned
with success. However, this is not certain. The war remains the dominant
factor inﬂuencing the markets. But we want to take a look beyond that.
What about the economic indicators that will once again inﬂuence events
on the capital markets in the medium term?
Investor sentiment was already very negative at the beginning of the
year due to the prospect of interest rate hikes, the scaling back of bond
purchases by central banks and record inﬂation. The Ukraine conﬂict has
further dampened sentiment. However, economic indicators in Europe
and especially in the U.S. were still very strong in February, before the
war broke out. How has the military conﬂict a ected them? The
purchasing managers' indices now collected in March, which are an
important economic parameter, paint a surprisingly positive picture.
The data published on March 24 were better than analysts had expected
for both the USA and Europe. As a reminder, a value above 50 is
considered a positive assessment. These positive ﬁgures can be seen as
a surprise, especially for Europe, which means that there is no immediate
risk of recession for the euro zone either. However, it should not be
forgotten that some of the negative consequences of the war will not be
felt until later (e.g. shortage of raw materials). Analysts surveyed by
Bloomberg estimate the risk of recession within 1 year at 25% for the
euro zone and 20% for the USA. However, if Russian gas supplies to

Europe were to be interrupted (either by the extension of sanctions,
Russian counter-sanctions or the destruction of pipeline infrastructure),
the probability of a recession in Europe would be abruptly higher. The
U.S., on the other hand, is not dependent on Russian energy supplies and
could therefore continue to show positive economic growth even in this
scenario.
Inﬂation remains the biggest concern for the time being and will
continue to be driven by the war, especially in the energy and food
sectors. A stagﬂation scenario, i.e. price increases combined with
stagnating economic output, is therefore a greater risk than a recession
at the moment. We therefore remain defensively positioned in equities.
However, the positive expectations of purchasing managers are a silver
lining on the horizon.
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Disclaimer

This document is for your information only and is therefore not subject to the provisions of the WAG 2018, which are intended for the dissemination of ﬁnancial
analyses. The content of this document represents the in-house opinion of Kathrein Privatbank Aktiengesellschaft, it is not legally binding and does not constitute a
recommendation to act or an o er to buy or sell securities or other ﬁnancial instruments.
An investment decision regarding any securities or other ﬁnancial instruments should only be made on the basis of a consultation and not solely on the basis of this
communication.

Although we believe that the third-party sources relied upon for this communication are reliable, we cannot assume any liability for the completeness, accuracy or
timeliness of the information reproduced herein.
The analyses and conclusions are of a general nature and therefore do not take into account the individual needs of investors in terms of return objectives and risk
tolerance.

