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RBA is not an event-driven firm, but war is an extremely serious event and a comment seems necessary. Accordingly, here are 
several quick thoughts on the recent events. 

1. It seems critically important for investors to think like investors and to ignore the political banter. 

2. War is rarely, if ever, disinflationary or deflationary because resources are typically diverted to the war effort and away from 
productive economic use.  Of course, the duration of a war factors heavily into this point because a shorter war could result 
in only transitory inflation. 

3. The Vietnam War contributed to the inflationary spiral of the 1960s and 1970s. It was not the sole source of inflation, but 
the combination of increased defense spending and increased non-defense government spending was a definite contributor. 
Investors might see a similar combination again in 2026 because the recent fiscal stimulus bill will largely take effect this 
year.  

4. Given the US’s massive trade deficit and contracting global trade, investors should consider whether there will be supply-chain 
disruptions beyond the obvious disruptions in oil and gas. Air and shipping routes have already been altered. Importantly, 
the US did not have a massive trade deficit during the 1960s and 1970s. 

5. It is unlikely that an Iran war will turn out to be as long or as large as was the Vietnam War, but the US does seem to be on 
a path of a series of smaller wars.  Investors should consider whether the series of smaller wars could additively contribute 
to inflation. 

6. The earlier Middle East wars were not inflationary because they occurred during a period of expanding globalization and 
increased economic competition.  The reverse is happening today. 

7. Commodity-related inflation related to the war might further handcuff the Fed’s ability to cut interest rates. The nominal 
economy (i.e., real growth plus inflation) was already close to a 20-year high when excluding the immediate post-pandemic 
period, and many leading indicators of inflation have been warming. 

8. Our equity portfolios remain overweight dividends (i.e., shorter-duration equities) and non-US stocks, and we continue to 
avoid speculative areas of the market that are more dependent on liquidity and speculation. 

9. Our fixed-income portfolios remain focused on higher quality municipals, mortgages, and treasuries, but we maintain shorter-
than-benchmark duration because of the inflation risks cited above. 

10. Gold continues to be our “spare tire” in the portfolio. Gold has historically had a meaningful correlation to uncertainty, and 
war increases uncertainty. 
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Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of or an offer to sell, or the solicitation of 
an offer to buy or invest in any investment product, vehicle, service or instrument. Such an offer or solicitation may only be made by delivery to a 
prospective investor of formal offering materials, including subscription or account documents or forms, which include detailed discussions of the 
terms of the respective product, vehicle, service or instrument, including the principal risk factors that might impact such a purchase or investment, 
and which should be reviewed carefully by any such investor before making the decision to invest. RBA information may include statements concerning 
financial market trends and/or individual stocks, and are based on current market conditions, which will fluctuate and may be superseded by subsequent 
market events or for other reasons. Historic market trends are not reliable indicators of actual future market behavior or future performance of any 
particular investment which may differ materially, and should not be relied upon as such. The investment strategy and broad themes discussed herein 
may be inappropriate for investors depending on their specific investment objectives and financial situation. Information contained in the material has 
been obtained from sources believed to be reliable, but not guaranteed. You should note that the materials are provided “as is” without any express 
or implied warranties. Past performance is not a guarantee of future results. All investments involve a degree of risk, including the risk of loss. No 
part of RBA’s materials may be reproduced in any form, or referred to in any other publication, without express written permission from RBA. Links to 
appearances and articles by employees of Richard Bernstein Advisors, whether in the press, on television or otherwise, are provided for informational 
purposes only and in no way should be considered a recommendation of any particular investment product, vehicle, service or instrument or the 
rendering of investment advice, which must always be evaluated by a prospective investor in consultation with his or her own financial adviser and in 
light of his or her own circumstances, including the investor’s investment horizon, appetite for risk, and ability to withstand a potential loss of some 
or all of an investment’s value. Graphs, charts, and tables are provided for illustrative purposes only. Investing is subject to market risks. Investors 
acknowledge and accept the potential loss of some or all of an investment’s value. Views represented are subject to change at the sole discretion of 
Richard Bernstein Advisors LLC. Richard Bernstein Advisors LLC does not undertake to advise you of any changes in the views expressed herein. 
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