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Dear Clients, 

Allow us to start by saying we are no geopolitical experts. Rather than providing you with an opinion on the crisis happening at 

the easter European border, we wanted to take the time to inform you on the recent market developments and the actions we 

are taking in portfolios. 

Global risk assets are down substantially from their all-time highs recorded just a few weeks ago (Chart 1). The S&P 500 (Chart 2) 

is down 14% from its cycle peak on January 4, 2022. The Nasdaq (Chart 3) is down more than 20% from its cycle peak on 

November 22, 2022, thus entering bear market territory. The Euro Stoxx 600 is down 12% from its cycle peak also on January 4, 

2022. The VIX (Chart 4), measure of market volatility, is trading well above 30 today and has been trading above 20 for much of 

2022 so far. However, not all asset sectors were down in the past couple months. The energy sector is up double digits so far this 

year meanwhile financials and consumer staples maintain a strong degree of relative outperformance (Chart 5). 

Credit was in no way a safe haven so far this year either. US 10-Year (Chart 6) yields rose as high as 2.07% while the US 2-Year 

yields went as high as 1.63%, pricing in more than 6x 25bps rate hikes from the Fed.  

We have warned about this potential price action in financial markets for some time. The start of an aggressive interest rate hike 

cycle in the US due to high inflation in a marginally slowing economy is the recipe for a financial market correction. The conflict 

in Ukraine aggravates the situation by keeping energy prices higher for longer and therefore re-enforcing the risk that global 

inflation stays elevated for a few more months. We had been prepared with some equity market protection through options, a 

carefully selection of hedge funds and some exposure to precious metals that tend to do well during periods of uncertainty. 

While the conflict in Ukraine can (and may) carry on for longer and put further pressure on asset prices, we are starting to 

believe that selloffs in financial markets and the indirect impact on global economic growth may slow Central Banks intentions to 

increase interest rates at a faster pace. Bond markets used to price a 50bps US rate hike in March a few weeks ago. This has 

fallen back to a 25bps US rate hike. A slower pace of rate hikes and hopefully a not-so-distant resolution of the conflict in 

Ukraine could lead to a relief rally in financial markets. Considering our low exposure to equity markets and our elevated level of 

financial market protection, we are taking advantage of the current market volatility in different ways explained below. 

Investment Implications 

Using elevated market volatility and oversold technical to sell Put Options “at the money” with a June maturity in the Euro Stoxx 

50 ETF and Nasdaq 100 Index ETF. The premium earned is attractive in a market environment as today. 

Partially selling down exposure to gold (Chart 7) to crystallize some profits. We are keeping a constant 2% allocation to gold. 

Other actions are being taken in the certificates and funds managed internally at MAM with for instance the sale of put options 

in single stocks with elevated volatility profiles in the “Best Ideas Certificate”. 

As always, please feel free to reach out and let us know if you have any questions. 

Kind regards, 

MAM Investment Team 
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Chart 2. S&P 500 Index 

Source. Bloomberg, MAM Research 
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Chart 3. Nasdaq Composite Index 

Source. Bloomberg, MAM Research 

Chart 4. VIX Index 

Source. Bloomberg, MAM Research 

Chart 5. US Sectors Performance YTD 

Source. Bloomberg, MAM Research 

Chart 6. US 10-Year Yield 

Source. Bloomberg, MAM Research 

Chart 7. Gold Spot Price 

Source. Bloomberg, MAM Research 

Chart 1. Global Asset Class Performance YTD 

Source. Bloomberg, MAM Research 



Disclaimer 
This document has been prepared by Monaco Asset Management (MAM). It gives a general overview of the strategies proposed 

by MAM. 

This document is confidential and is intended solely for the recipient and may not be duplicated, distributed or published either 

in electronic or any other form without the prior written consent of MAM. 

This document has not been reviewed or approved by any regulatory authority. It is not a personal recommendation. It is for 

your information only and is not intended as an offer, solicitation of an offer, public advertisement or recommendation to buy or 

sell any investment or other specific product. Its content has been prepared by our staff and is based on sources of information 

we consider to be reliable. However, we cannot provide any undertaking or guarantee as to it being correct, complete and up to 

date. The circumstances and principles to which the information contained in this publication relates may change at any time. 

Once published, therefore, information shall not be understood as implying that no change has taken place since its publication 

or that is still up to date. Furthermore, MAM is not under obligation to update the information contained in this document. 

The information in this document does not constitute an aid for decision-making in relation to financial, legal, tax or other con-

sulting matters, nor should any investment or other decision be made on the basis of this information alone. All recipients of this 

document are urged to carry out their own due diligence into any investment opportunity. They should form their own assess-

ment and take independent professional advice on the merits of investment and the legal, regulatory, tax and investment conse-

quences and risks of so doing. 

We do not guarantee the accuracy or completeness of information which is contained in this document that may have been ob-

tained from or is based upon trade and statistical services or other third party sources. 

We disclaim without qualification all liability for any loss or damage of any kind, whether direct or indirect, which may be in-

curred through the use of this publication. 

The above information concern this document and any associated documentation, including the e-mail or cover letter. 

MAM is registered with the Monaco Chamber of Commerce and Industry under the number 99S03612 and is approved by the 

Commission for the Control of Financial Activities under number SAF/99-03. 


