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Update #39.
There were 39 signers to the U.S. Constitution.

“The 39 Steps” is a novel by 
Scottish author John Buchan. 
The BBC has listed it as one of 
the UK’s “best-loved novels.” It 
is regarded as one of the first 
“man-on-the-run” thrillers that 
now are a regular part of books 
and movies. The outlaw that 
isn’t really an outlaw.

When this somewhat man on the run was 39 years 
old, he’d had enough of the Nashville country 
music industry and decided to retire and move to 
Austin, Texas. This was 1972. He’d already written 
numerous number one hits, although his own 
recording and performing career was not going as 
well. He was energized in Austin and developed what 
became known as outlaw country music and the 
rest, as they say, is history.

Willie Nelson.
Before he retired at 39, he had already written 
what could arguably be his most famous song, 
“Crazy,” first performed by Patsy Cline. It is routinely 
described as one of the 10 greatest country 
songs. Cline, who died in a plane crash when she 
was just 31, was one of the great, and pioneering, 

https://www.youtube.com/watch?v=i4Bs8kSz4pY
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female vocalists. She was one of the first women, 
particularly in country, to headline a show. “I Fall To 
Pieces” was another of her hits. 

Nelson is renowned as a great songwriter, 
deservedly so. Yet, surprisingly to me, he didn’t write 
most of the songs that we commonly associate with 
him. Let’s go through some of those songs. “City of 
New Orleans?” Nope, he didn’t write it. (Although, 
with no disrespect to Nelson, I’ll argue that Arlo 
Guthrie’s cover is so much better.) “Blue Eyes Crying 
in the Rain?” He didn’t write that one. “Georgia On My 
Mind?” He won a Grammy for it but he didn’t write 
it and Ray Charles had already made it a classic. 
“Mammas Don’t Let Your Babies Grow Up To Be 
Cowboys?” Already a hit, but Nelson and Waylon 
Jennings made it a classic. What about arguably his 
most famous song, “You Were Always On My Mind?” 
He didn’t write that one either. In fact, Elvis Presley 
covered it a decade before Nelson. He did write “On 
the Road Again,” and he claims to have written it on 
a barf bag in the middle of a flight. None of this is 
to take anything away from Nelson. In fact, he may 
be one of the greatest, and most unique, singer/
songwriters in music history. It is hard to think of 
another artist that has written as many great songs 
that others have performed and performed as many 
great songs that others have written. 

I asked someone, as a test, to name their favorite 
Willie Nelson song (and this person likes country 
music so it was a pretty fair question) and the 
answer was, “It has to be ‘I’m so Lonesome, I Could 
Cry.’” Nelson does a great version of it, but Hank 
Williams wrote it. In fairness, about a hundred other 
people covered that song, including a Danish duo, 
The Raveonettes, who also had this song, “Ode to 
LA.” (Yes, that is Ronnie Spector singing with them.) 
They are an underappreciated group, with a blend 
of their own music and covers, including a credible 
cover of a song that is really tough to cover, “The 
End,” by the Doors. I suppose that song is made 
most famous from its use in the movie “Apocalypse 
Now.” That clip is from the movie. The original song 
is twice that length. 

The movie was released in 1979, the same year 
an album was released that had actually been 
recorded the year earlier, from a concert in Japan, 
where this group was received with a fervor that 
reminded some of Beatlemania. The band and the 
album was “Cheap Trick at Budokan.” They had 
enormous success, almost disappeared, came 
back, and are now a cult favorite. The live album 
had a number of hits, none better than “I Want You 
To Want Me.” Here’s the song live in a clip from the 
show Daryl’s Place. (If you’ve never seen that show 
with Daryl Hall, do yourself a favor and watch some 
episodes. Hall’s range of guests and his own range 
of styles is pretty incredible.) As many great, and 
fun, songs as Cheap Trick has done, my favorite will 
always be “Surrender.” This is a live performance. 
What’s not to love? They don’t take themselves too 
seriously, Bun E. Carlos on the drums looking like 
he’s an accountant scoping out the books with a 
cigarette dangling from his lips and Rick Nielson 
playing guitar with his manic mannerisms. And, no, 
I have no idea what the lyrics mean. (A Cheap Trick 
story: I was living in Chicago when a friend came 
to visit. She was a huge Cheap Trick fan and knew 
that lead singer Robin Zander’s mother lived in 
Aurora, a town outside Chicago. She decided to drive 
out, unannounced, and drop in on the mom. She 
returned, reporting that his mother was delighted 
to see her and they shared coffee together. I’m 
guessing that, today, my friend would be arrested as 
a stalker.)

Sorry, back to Willie Nelson. He once said, “There are 
two kinds of men in this world: those with a crush on 
Linda Ronstadt and those who have never heard of 
her.” Nelson and Ronstadt appeared together in 1977 
at the Louisiana Superdome. I should do an entire 
section about Linda Ronstadt. She does a cover 
of “Crazy” and is known for so many hit songs and 
her vocal talents. Listen to her on Warren Zevon’s 
“Carmelita.” Let’s do another Zevon song she made 
famous, “Poor, Poor Pitiful Me.” This time, performed 
at the White House almost 20 years after she first 
performed the song. The clarity on that voice…

https://www.youtube.com/watch?v=HG-8uZg2uV0
https://www.youtube.com/watch?v=HG-8uZg2uV0
https://www.youtube.com/watch?v=OfxoM6trtZE
https://www.youtube.com/watch?v=OfxoM6trtZE
https://www.youtube.com/watch?v=R7f189Z0v0Y
https://www.youtube.com/watch?v=Xk5LhBo-bEg
https://www.youtube.com/watch?v=Xk5LhBo-bEg
https://www.youtube.com/watch?v=CIrvSJwwJUE
https://www.youtube.com/watch?v=CIrvSJwwJUE
https://www.youtube.com/watch?v=CaYwMd5uT-8
https://www.youtube.com/watch?v=LqB9lhHqmsE
https://www.youtube.com/watch?v=Dj5_Ks3J6aY
https://www.youtube.com/watch?v=aahtK6W7l78
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Wait, let’s get back to Willie. Here’s something else 
Willie Nelson said.

“Get in there. Sing the song. Get out. I’m not big 
on a hundred takes and a thousand overdubs. 
My kind of singing isn’t meant to be perfect. It’s 
meant to reflect the imperfections of a human 
being like me. After a couple of takes, that 
reflection is pretty accurate.”

Russian Invasion of Ukraine
[There are a couple more Twitter feeds that provide 
interesting perspectives on the war. I don’t normally 
recommend Twitter feeds as sources of information, 
but there is little question, to me, that information 
about what is happening is better from these 
sources than any of the major publications. In fact, 
what you read in some of these feeds finds its way 
into major media after a few days.

• @Mdmitri91: Source for translated material that 
provides some first-hand accounts

• @JominiW: Arguably the best periodic updates, 
with maps, troop locations, movements and likely 
outcomes

• @JuliaDavisNews: Monitors Russian media; 
sobering stuff, think Fox News on steroids

• @anneapplebaum: Always interesting commentary]

Military Situation
The war started as a widespread invasion of Ukraine. 
That failed. Russia then shifted its attention to 
focus on the East of Ukraine and create a large 
encirclement of that portion. That failed. Russia 
is now focusing all its efforts on a very small part 
of the Donbas region. It is attempting to take full 
control of one of the two regions that comprise the 
Donbas: Luhansk Oblast (province). It is, thus far, 
slowly succeeding. It is helpful to look at a map 
(from The New York Times) to get a picture of how 
focused that strategy has become compared to 
what the original invasion looked like.

This map shows even greater detail of the locations 
where fighting is most intense.
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The most contested areas where the Russians are 
trying to gain control are around that one circle in 
the tiny wedge in the Eastern part of Ukraine. Why 
that area? It allows Russia to claim it has control 
over the entire Luhansk Oblast and claim a victory in 
the context of its strategic goal. Why is Russia more 
successful here than it has been previously?

• The imbalance of forces. Russia has almost half 
of its remaining invasion force, about 75,000 
troops, in this area. It has vastly more armor, 
artillery and air power than the Ukrainian forces 
in the area. Ukraine has estimated that the 
Russians have seven times as many soldiers as 
Ukraine in this one small part of Ukraine.

• Russian military strategy is relatively simple at 
this point. It bombards the towns and villages 
until they are little more than rubble, then 
advances. This avoids intense urban combat 
and the loss of troops that would involve. This 
is a strategy of obliteration of the people and 
the infrastructure. The Russians have enough 
weaponry and bombs to accomplish this task.

• Russian strategy has adapted and now does not 
feature large columns of equipment that were 
easy targets. They are using smaller contingents 
of troops and equipment.

• The terrain is relatively favorable. It features 
higher elevations that are open. This is an 
advantage for the side with heavier artillery, 
more armor and more personnel. It is harder 
to use the terrain as camouflage and cover for 
the defenders.

• The area has heavy rail line concentrations. 
This allows the Russians to re-supply far more 
effectively than on the open roads in other parts 
of Ukraine. It also prevents Ukraine’s disruption 
of those supply lines as easily. Ukraine has 
severely degraded Russia’s fuel and supply truck 
fleet, leaving rail as Russia’s best answer. (There 
are stories that Russia will no longer allow 
injured Russian troops to leave the field in trucks 
because they are so short of them now.)

• Ukraine’s strategy remains defensive. Its 
goal is to hold territory as long as possible, 
while continuing to inflict losses on Russian 
manpower and equipment. They are doing this 
effectively. This strategy means that Ukraine will 
defend towns and cities for as long as possible, 
then retreat and begin the cycle again with the 
next location. The goal is to slow the Russian 
advance and force Russia to deal with the 
continued attrition of its forces.

• Ukraine cannot send the bulk of its forces to this 
region the way Russia can because it still has 
to keep troops throughout Ukraine to defend 
against potential Russian threats across most 
of the border with Russia and Belarus, together 
with the occupied areas of Southern Ukraine.

Russia’s Endgame
We should be 
very clear about 
Russia’s endgame 
because it hasn’t 
changed since the 
start of the war. 
While Russia was 
wrong that it could 
easily engineer a 

new government and simply annex Ukraine the way 
it has Belarus, the ultimate goal remains the same: 
The elimination of Ukraine as a separate state, apart 
from Russian dominance. Militarily, it cannot achieve 
that aim today. It doesn’t have the manpower or, 
at this point, the needed logistical infrastructure, 
to achieve more than a fraction of that goal. The 
military setbacks thus far should not obscure what 
the Russians are doing in occupied Ukraine:

• Forced relocation to Russia of citizens, 
particularly children, to eliminate Ukrainian 
identity.

• Concentration camps where “undesirables” are 
sent, with uncertain fates.

• Rape, murder, looting and pillaging, with no 
consequences or attempts to minimize those 
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actions. In fact, Putin has given medals of 
honor to soldiers and units that have been 
identified as responsible for some of the most 
egregious acts. This is all part of Russia’s 
characterization of Ukrainians as sub-humans 
who must be exterminated.

• Destruction, whether intended or not, of 
hospitals, cultural sites, schools, etc., across all 
of Ukraine.

• Theft and re-sale of Ukrainian agricultural 
products. (You have to love how Reuters, 
probably unwilling to anger Russian censors, 
referred to the theft of products in occupied 
Kherson as the “export” of product to Russia.)

• Blockade of Ukrainian ports, where most of 
Ukraine’s agricultural exports to the world occur. 
This, together with the destruction of Ukraine’s 
agricultural infrastructure, is an attempt to 
starve Ukraine’s economy and people. 

• As if this weren’t enough, in occupied cities, 
any books that relate to Ukrainian history are 
burned. If you are going to erase a country and 
its people, books can be such an annoying 
nuisance if left around.

I know we never compare anything to Nazi Germany, 
but this is awfully close, isn’t it?

 

If the endgame is unchanged, but Russia cannot 
accomplish it militarily, how will it achieve its aims?

Time and patience. 

 

It will seek to fracture the alliance of countries 
currently assisting Ukraine. Russia will claim victory 
“liberating” the Donbas and most of Southern 
Ukraine, annex the areas as part of Russia, then 
either move all their forces to another area of the 
country, like Kyiv, and destroy and occupy that city 
or, equally likely, press for a cease-fire and “peace.” 
Either tactic will involve splitting the alliance 
supporting Ukraine, especially since factions in 
the alliance want peace at any cost, particularly 
if that cost is borne by Ukraine and not by any of 
those countries or its citizens. You can already see 
elements in the alliance pushing for this outcome or 
tacitly promoting it.

• In the U.S., large parts of the Republican party 
have been vocal about cutting off aid to Ukraine. 
Russia is well aware that the party could make 
gains in the November elections.

• Italian ex-PM Berlusconi said the EU must get 
Ukraine to “accept Putin’s demands.” Berlusconi, 
like LePen and Trump, has long been a Putin 
admirer/supporter. Italy has also published a 
proposal for peace which has Ukraine giving up 
a large portion of land for that peace.

• France’s Macron has said Ukraine must give 
up land in order for Putin to save face. (One 
commentator said this is like having someone 
invade your home, beat you up, try to steal 
everything and then, as the police arrive, have 
you agree that the burglar can keep your TV so 
he can save face.) France has also said Ukraine 
joining NATO would take 15-20 years. Recall 
France made similar haughty assertions when 
the Baltics and Eastern European countries 
asked to join NATO. They joined and I’m 
guessing a NATO poll would show more support 
for those countries than for France.
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The French Defense

Let’s be fair to France because they have, through 
“unofficial channels,” claimed that their strategy 
is the better approach and it provides a different, 
important way of looking at how Ukraine’s allies 
need to view the war.

a. The argument – made in the U.S. and UK media 
and implied by some Biden administration 
remarks – that Putin must be “defeated” and 
every Russian soldier pushed off Ukrainian soil 
– is dangerous and possibly self-defeating, the 
French say.

b. If the West is not prepared to go to war with 
Russia directly (which it isn’t), it doesn’t have a 
right to lay down maximalist war aims.

c. This is not a question of “appeasing” Putin 
but recognizing that wars end either in total 
defeat for one side or in cease-fires, truces or 
settlements.

d. The total defeat of Ukraine cannot be tolerated, 
the French say, and France has played its art in 
arming Kyiv (including state of the art, mobile 
guns which are being used to great effect in the 
Donbas).

e. But the total defeat of Russia without direct 
western intervention is extremely unlikely. That’s 
why Macron thinks it’s important to keep talking 
to Putin. The alternative is war that drags on 
forever with grave consequences for a) Ukraine 
and b) the world.

• Germany has…well…done and said very little. 
That’s not fair. It has said a lot about what it 
might do to assist Ukraine but done far less. 

(German media recently reported that, over the 
last two to three months, while Germany has 
been publicly pledging military support is being 
delivered to Ukraine, it has privately been holding 
up any support and it is unclear if any will be 
sent. Why? No one seems to know.) Germany 
would press for a peace on any terms in a 
heartbeat. Oh, think I’m being unfair? Take a look 
at this chart.

 

Keep looking for Germany. I didn’t find it either. 
Hello? Bueller?

Ok, you say, I’m being unfair, counting only military 
aid. Let’s look at helping refugees.

 

Hmm, Germany? Italy? France? (We’ll call them the 
“GIF countries” here.)

The Centre for European Reform had this to say 
about Germany at this point in the war:

“Germany’s Scholz, in comparison, has taken a 
big reputational hit in the past few weeks. The 
hesitations and wobbles with which the German 
government has faced both a gas embargo and 
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truce will be permanent. Russia will eventually invade 
Ukraine again if given any opportunity. 

Ukraine’s Endgame

 

Ukraine’s war plan has been brilliant. It has used 
a defensive strategy that exploited Russian 
weaknesses and took advantage of Ukraine’s 
strengths. It has also benefitted from a large amount 
of assistance, military and economic, from a variety 
of other countries, particularly, the U.S., Australia, 
Canada, the UK, and the Nordic and Eastern 
European parts of Europe. What have been the 
hallmarks of that strategy?

• Russian withdrawal from the area around Kyiv 
and now, around Kharkiv, as Ukraine prevented 
any rapid advances there and exhausted 
Russian forces.

• Extraordinary losses inflicted on Russia’s 
military. Ukraine’s estimates, which have proven 
to be more accurate than those of any other 
intelligence service, show that they have killed 
~30,000 Russian troops, about 15% of the 
original invasion force. If you calculate that there 
are two soldiers wounded for every one killed, 
almost half of Russia’s invasion force has been 
taken out of action. The loss of Russian armored 
equipment is equally severe. Estimates are that 
the Russians are actually running out of tanks. 
This thread looks at that data.

• Using Ukraine’s terrain as a weapon. This is 
most apparent in the Donbas, where Ukraine has 
repeatedly frustrated Russian attempts to cross 
rivers to attack Ukraine positions or augment 
Russian troops.

the supply of weapons supply to Ukraine have 
eroded Berlin’s political capital. Attacks have 
come from both eastern European countries, 
which accuse Germany of having been naive 
and complacent in its dealings with Putin; and 
southern countries, which are annoyed that 
Berlin, only too happy to have lectured them on 
austerity during the euro crisis, finds it so hard to 
accept that a major security crisis should result 
in significant costs to its economy.”

[Another interesting development to watch here: 
The real push for standing against aggression is a 
different alliance from the traditional NATO alliance. 
It is the countries around the edges of what has 
been NATO’s traditional core: Eastern Europe, the 
Nordics, UK, U.S. Add in Canada, Australia, Japan, 
South Korea. Is that the new alliance for democratic 
countries? Is NATO hollowed out, with its core of 
the GIF countries unwilling to lead? In that respect, 
note that the UK recently proposed a new European 
alliance for defending Ukraine and against Russian 
aggression and it was the UK, Nordics, Baltics, much 
of Eastern Europe and, perhaps, Turkey. Certainly, 
in this war, the GIF countries have seemingly been 
more interested in avoiding any issue with Russia. If 
you were a Baltic or Eastern European country, would 
you be willing to stake your future in an alliance with 
the GIF countries after what you have seen them 
do, or not do, when Ukraine is invaded? Would you 
believe that their economic interest would ever be 
outweighed by your security? Is it a generational 
shift? A geographic shift? A different view of what 
a new world order should look like? It will be an 
interesting question for the future of Europe.]

Will Russia’s endgame work? Right now, there is no 
way to know. It certainly has support from many 
who are telling Ukraine what it should do to achieve 
peace and, not coincidentally, make life easier for 
many regimes and politicians outside of Ukraine. As 
one commentator observed, “Why does every bright 
Western idea on how to put an end to the Russian 
invasion on Ukraine always entail what Ukraine should 
or should not do, but not what Russia should do?” But 
we should not be under any illusion that any peace or 

https://twitter.com/ChrisO_wiki/status/1529071995391987712
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• A developing insurgency in parts of occupied 
Ukraine, keeping Russian forces in static 
positions as targets.

However, the fighting in the Donbas, and slow, grinding 
Russian gains there, show the limits of Ukraine’s 
strategy. It also doesn’t deal with the blockade of 
Ukrainian ports, the country’s economic lifeblood, 
or with the ongoing destruction of infrastructure 
throughout the country and the economic damage that 
results. What is the longer-term strategy?

• Time probably favors Ukraine. I know there is 
debate on this, but, if military and economic 
assistance continues, particularly with the 
bigger artillery equipment Ukraine can receive, 
then Ukraine’s strategy is a little clearer.

• Russia’s army, once this operation in the Donbas 
is completed, whether with enough territory 
gained or a stalemate, is likely spent for some 
period. There are no vast reserves of manpower 
coming. There is no additional supply of high-tech 
armaments available. Morale and any fighting 
desire is depleting. It will be some time before 
Russia can mount another large offensive. It will 
be forced into a defensive position.

• The point where Russia moves to a defensive 
position is not that far off. Ukraine intelligence 
points to August. Others predict sooner. That is 
the point at which Ukraine is likely to mobilize 
its forces for an offensive operation. The most 
likely location for that is in the Southern region, 
perhaps around Kherson. 

• Summer is also the point at which sanctions hit 
the Russian economy with full force. The country 
has been able to use accumulated inventory 

for both industry and consumers. That will end 
before effective work-around for the sanctions 
are in place. That will test Russian resolve and 
capacity to remain on war footing.

• It is unclear if Ukraine has the same operational 
skills and equipment/manpower edge on 
offense as it has had on defense. Ukraine’s 
losses, while not as public as Russian losses, 
must be serious and difficult to replace. It is 
also unclear if other nations will continue to 
supply Ukraine with weapons once the Russian 
“invasion” appears to have stopped or stalled. 

Ukraine’s ability to go on the offensive will depend 
on a great many things. Will they be able to mobilize 
and organize the forces needed to mount that 
offensive? More important, will they continue to 
receive the heavy weaponry, particularly artillery, 
required to go on the offensive?

What’s Next

 

Phase 2 of this war, which has essentially become a 
battle for sections of the Donbas, is likely reaching 
a conclusion. Whether the Russians capture the 
entire area or some portion remains unclear. This 
phase continues to be one where Russia dictates 
the offensive boundaries of the war and Ukraine 
largely defends.

POSSIBLE OUTCOMES

RUSSIAN VICTORY AND 
SURRENDER OF UKRAINE

5%

• Extremely unlikely to happen, at least not in the next year. There is not enough military 
personnel and equipment in the Russian army today to defeat Ukraine in war. There are 
recent stories that Russia, buoyed by its success in the Donbas, will turn from there 
to another assault on Kyiv. It doesn’t seem as though the Russian army will be able to 
regroup and mount that kind of invasion, but we also, again, don’t know the condition 
of the Ukraine army.
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UKRAINE DRIVING ALL 
RUSSIAN TROOPS OUT OF 
UKRAINE

5%

• This also remains a remote possibility. What does “driving out of Ukraine” mean? In one 
case, it means back to the pre-2022 invasion boundaries, so Russia maintains control of 
parts of the Donbas and Crimea. In another case, it means out of both those areas. For 
either to happen, it will require one of two things. One is that Ukraine assumes an offensive 
role, with the loss of life and the support of material from its partners that requires. The 
second is that the Russian invasion and occupation forces essentially lose their will and 
capacity to fight and withdraw. Both are possible, but unlikely. The other aspect of a 
military victory over all the Russian troops in Ukraine is that Ukraine will be forced to shell 
and destroy parts of its own homeland to achieve its goals. That is difficult. 

• One point related to this outcome that I’ve read about is the idea that Putin is forced out 
of power or dies from one of the many ailments that he is alleged to have. This may or 
may not happen, but whoever replaces Putin is unlikely to withdraw troops from all of 
Ukraine. They may stop the invasion, but there appears to be no faction within Russia 
that views Ukrainians as anything but lesser people who must return to Mother Russia.

LONG, PROTRACTED 
WAR WITH INCREASING 
CIVILIAN CASUALTIES 
AND DESTRUCTION OF 
UKRAINIAN CITIES WITH 
NO CLEAR RESOLUTION

45%

• This remains the most likely outcome, at least over the next 6 to 12 months, for a few 
reasons

• On the Russian side:

• There is no reason to stop fighting. The initial invasion may have failed, but the Russians 
are slowly occupying more of Ukraine and now control about 20% of the country.

• While the Russians have lost a tremendous amount of men and equipment, 
including many of their top-line soldiers, tanks, missiles and supply trucks, they 
have enough resources to continue the war for another year, particularly if they are 
in more defensive positions. They can leave those defensive positions to launch 
periodic assaults in different areas. Even dated equipment will serve that purpose. 
As Stalin was reputed to have 
said, “quantity is its own quality.” 
That’s particularly true if you don’t 
care how many people die and 
equipment is lost.

• Russian support for the war 
remains strong. While sanctions 
 will have a greater impact as time passes, it is not likely to be cause popular 
support for the war to wane enough to change Russian political and military 
thinking. This is especially true if Putin continues to avoid the call for mass 
mobilization of the Russian population.

• On the Ukrainian side:

• The damage done to the country and its people makes it almost impossible to stop 
fighting. In addition, it is politically very difficult to stop trying to liberate occupied 
territories when you know the killing, deportation and “purification” to which you are 
abandoning your citizens under Russian occupation.

• Ukraine has exposed Russia’s military weaknesses and has every reason to believe 
that, supplied with enough armaments, they can win the war. Whether that is a 
realistic assessment is less relevant than the fact that Ukrainian leadership believes 
it based on events in the battlefield.

• Popular support for the war is strong among Ukrainians and that support is unlikely 
to lessen over the next year.
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CONTINUED WAR WITH 
AN EVENTUAL CEASEFIRE 
AND DE FACTO PARTITION 
OF UKRAINE

30%

• As I noted earlier, I believe that this is Russia’s preferred course. This is not its 
ultimate goal, but the Russians would, I believe, be willing to sign a peace agreement 
where they keep Donbas and Southern Ukraine and have some sanctions lifted. As 
I’ve also mentioned, they’d have no intention of keeping the peace agreement and 
use it for a pause, probably measured in years, allowing them to re-arm and invade 
the rest of Ukraine. However, it takes two parties to sign a peace agreement and 
Ukraine, for the reasons mentioned in the prior section, is unlikely to agree to any 
sort of agreement where the country is partitioned this way. Why, then, might this 
still be the outcome over the next year?

• If ultimately Russia shifts to a more defensive posture and Ukraine goes on the 
offense, the pressure will increase on countries that already prefer to exchange 
some quiet on the Russian front for Ukranian land and lives. Germany, France, 
other countries not part of the group supporting Ukraine, will all clamor for 
“peace” and that will be a more challenging environment for Ukraine.

• Economic and material support for Ukraine could wane, particularly as some of 
those countries find it politically easier to promote the peace narrative compared 
to the war narrative. Many of those countries are also quite dependent on Russian 
oil and gas.

{This cartoon is from 1982. It’s not as though no one saw this coming…}

• Russia is now using the blockade of Ukraine’s food exports as blackmail on the 
rest of the world. “Give us what we want and we will allow the world to have food,” 
(at least what they haven’t stolen from Ukraine) is the Russian tagline. It could 
work. The pressure on Ukraine to agree when the world begins to unite against 
you is powerful.

• Ukraine is simply unsuccessful on the battlefield. There may be a point in the next 
year when Ukraine cannot succeed on the offensive front and is worried about its 
ability to continue to defend.
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Precision Guided Munitions
We have seen, 
in many videos 
posted in 
prior wars and 
invasions, how 
bombs find 
and precisely 

detonate on the target from miles away. In Ukraine, 
we have seen Russian bombs destroy everything 
indiscriminately, with no apparent guidance. Part 
of this is Russian strategy. There is no collateral 

damage when your goal is to destroy everything 
and everyone. But a more fundamental part is 
military and technology prowess.

The Russian military simply doesn’t have many 
precision-guided munitions. It is not a military equal, 
in this respect, to that of the U.S., Israel, the UK, not 
to mention a variety of others. It is a military built 
on brute force, not precision. Here is an interesting 
comparison of the percentage of guided munitions 
used in various wars.

ESCALATION OF WAR 
TO INCLUDE NATO AND 
POTENTIAL NUCLEAR 
WEAPONS

15%

• I’ve moved this up again, this time to 15%, but perhaps not for the reasons you 
think. With respect to the use of nuclear weapons, there is ongoing speculation and 
discussion that Russia will use a nuclear weapon. The reasons given are that Putin will 
feel cornered or Russia will use it to avoid losing the war or use it to finish Ukrainian 
resistance. Russian television discusses it a great deal but generally to point out how 
powerful Russia is compared to the West.

• I believe Russia would use nuclear weapons only in the event the Russian mainland, 
and Russian government, are at risk. Unless that happens, Russia’s better weapon 
to avoid being cornered or “losing” the war is the army of apologists, supporters and 
economic dependents in the West (and throughout the world). Putin may be isolated 
and a sociopath, but he’s not stupid. I believe we’ll continue to see nuclear weapons 
used as a threat, but, absent that existential threat to Russian existence, not used. The 
idea of a nuclear weapon seems unthinkable, but to think of it, which we all have to do, 
this is an interesting outline. 

• Raising the odds on this outcome has more to do with the possibility of a more direct 
conflict with NATO. It could happen inadvertently, but we have to acknowledge that both 
Russia and NATO have gone to some lengths, thus far, to avoid that outcome. For example, 
while Russia would no doubt want to send missiles to destroy Western arms shipments 
to Ukraine, we have not seen many attacks close to NATO borders, likely to avoid that 
escalation. There are two events that I would see as potential escalation points.

1. Ukraine successfully counterattacks and invades Crimea. That could be Russia’s 
red line, as they seem quite attached to their naval fleet in Sevastopol. 

2. NATO countries assist in ending the blockade of Ukrainian ports and escorting 
food shipments through the Black Sea.  That sort of engagement runs the risk of 
encountering Russian ships (less likely as Ukraine now has weapons to destroy 
those ships) or submarines (far more likely) unless that escort is pre-approved 
under some agreement. That pre-approval seems unlikely as Russia understands 
the blockade is one of its best bargaining tools right now.

• This still remains a low probability. No one wants it. NATO because it is a scenario that 
can lead to unpredictable escalation. Russia because, if there is one thing this war has 
proven, it is that Russia’s military, even before its major losses in Ukraine, is no match 
for NATO’s military.

https://www.politico.com/news/magazine/2022/05/16/scenarios-putin-nukes-00032505
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What’s worse is what Russia has isn’t very good. 
Newsweek published a story on Russian missile 
strikes in Ukraine and had this to say:

“‘If you look at the launches overall, we are talking 
well under half of all Russian missiles hitting their 
aim points,’ says a senior Defense Intelligence 
Agency official who is working on the war. The 
official, granted anonymity to discuss sensitive 
information, says that two to three out of every 
ten missiles fired fail to launch or fizzle during its 
flight. Two more have technical problems such as 
not fusing properly even if they fly to their intended 
range. Two to three more miss their aim-points even 
when they reach their intended target.

‘Right now, we’re holding Russian missile success at 
just below 40 percent,’ the DIA official says.”

When you have less than 5% of your armaments that 
are precision guided and those aren’t performing 
well, and you are aiming for a military facility, the 
odds of you hitting a church, a school, an empty 
parking lot or a deserted field are about equal. You 
have no idea if you are hitting a soldier or a child. If 
you are a Russian commander, you don’t care.

Why do they call it Russian Intelligence?

 

1. Some of the conspiracy theories and foreign plots 
that Russia propagates are transparent. But, even 
when they are trying to be sly, they show what 
it means when you are a top-down organization 
and no one questions orders or takes initiatives. 
Here’s my new favorite. Russian FSB fabricated a 
“plot” to kill Russian TV propagandist Solovyov. 
The plot was allegedly by Ukrainian SBU and 
Nazis. Russian intelligence provided a variety 
of pieces of “evidence.” One was a neo-Nazi 
inscription on a book. It was signed by “signature 
unclear.” Yes, FSB got an order to sign it with a 
“signature unclear.” They followed that order to 
the letter. Inspector Clouseau or Maxwell Smart 
couldn’t have done it better.

2. Russian state TV says it has discovered an 
“organization of gays and lesbians” in a building 
in Mariupol where Ukrainian “nationalist 
battalions” had been based. It was apparently 
“funded by USAID” and “virtually under the 
patronage of the U.S. President and Congress.” 
I’m not sure how Russian state TV found out 
about this abhorrent battalion before some 

WAR PERCENTAGE OF 
GUIDED MUNITIONS

First Chechen War 
(1995) 3%

Second Chechen War 
(2000) 1.5%

Russo Georgian War 
(2008) 0.5%

Operation Deliberate 
Force: Bosnian War 
(1995)

70%

Operation Iraqi 
Freedom: US-led 
invasion of Iraq (2003)

70%

NATO in Libya (2011) 100%
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members of Congress under whose patronage it 
was alleged to exist.

3. Then there’s the list of foreigners that Russia 
banned from their country. Senators John McCain 
and Orrin Hatch of the U.S. were two prominent 
names. Even the Russians should be able to 
enforce those bans since they’re both dead.

Some pictures, charts and random data that might 
just interest me

A. The last update discussed the looming food 
crisis as a result of the Russian invasion of 
Ukraine. This chart provides a graphic snapshot 
of Ukraine’s importance in the global food 
supply chain. At some point, the world might 
want to find a way to end the blockade of 
Ukraine’s ports…

{Just as a personal side note, how great are pie 
charts? So simple and easy to understand.}

B. When you think of profiles in courage in politics, 
few world leaders have commanded the stage 
as well, post the Russian invasion, as Kaja 
Kallas, Prime Minister of Estonia. Read this to 
get a sense of her leadership. 

C. We have read all the arguments for why we 
should stay out of the war in Ukraine and not 
supply their military. Here’s an interesting picture 
from New York on July 7, 1941, as Germany 
invaded throughout Europe and the U.S. debated 
what to do.

 

Tell me if any sound familiar.

“Why not peace with Hitler?”
“Arm Britain and prolong war”
“Lend-lease, lose-lives”
“Europe for Europeans, America for Americans”
“Stay out of South America, Europe, War”
“The Only Fight Worth Fighting is the Fight for Peace”
“No Loans to England. No Arms to Anyone”

D. Not sure why I find this chart so fascinating. 
It shows death rates from alcohol abuse 
throughout Europe and parts of the Middle 
East. I’m not sure what it says overall, but those 
Belarussians and Russians certainly enjoy a lot 
of drinking. Maybe that’s what unites them in 
their patriotic war against Ukraine. They’re not 
trying to de-Nazify the country but re-liquify it.

 

https://www.newstatesman.com/international-content/2022/05/europes-new-iron-lady-estonian-prime-minister-kaja-kallas
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COVID-19
Two and a half years and we are still talking about 
COVID-19? We are. Here’s a question for you. What 
if I had said, a year ago, that, in the Spring of 2022, 
COVID-19 would be spreading with mutations that 
appear to evade most vaccination and appear 
relatively unaffected by prior infections? You would 
have said we are in a world of hurt.

The first statements about COVID-19 appear to be 
true and, oddly enough, we aren’t in that world of hurt. 
(Unless you’re in China, but more on that in a little bit.)

Let’s back up.

There has been increasing evidence that, as the 
COVID-19 virus has evolved, from Delta to Omicron 
and now to additional mutations, its ability to evade 
some of the protection afforded by vaccines and 
boosters has increased. This study, in Lancet, 
gives a flavor for the kinds of data found. The short 
version is that three doses of mRNA vaccines were 
less effective against Omicron than Delta. (While I 
shouldn’t have to add this, I will: “Less effective” is not 
a synonym for “ineffective.” All you vaccine haters, 
please don’t read that study and say “vaccines are 
useless.”) This virus, however, has proven to be quite 
an amazing force of nature. There are now numerous 
mutations that have occurred almost simultaneously. 
They don’t have catchy names, BA.2, BA.2.12.1, BA.4, 
etc. You get the pattern. People who know a lot 
about this stuff are surprised at how rapidly the virus 
is evolving and how quickly it is developing its own 
immunity to our immunity.

Here’s the interesting (or worrisome) part: The virus 
is evolving to evade vaccination but is also evolving 
to evade prior protection afforded from infection. 
Some studies have shown that the new strains 
appear to be less affected by the body’s natural 
defenses developed from a prior infection of the 
Delta or Omicron variant. In other words, you could 
have gotten the Omicron variant and it doesn’t mean 
you are not going to get infected again with the new 
variant. There are many cases of people getting 
COVID-19 three or four times.

Sadly, we probably have to lay one myth to rest 
here. We all felt better that Omicron, and its various 
mutations, may have been more contagious, but 
not as strong. I think I even alluded to that view in a 
prior update. (As you know, I try to avoid mentioning 
when I might have been wrong in prior updates. It’s 
easier on my ego that way.) Early evidence, at least 
with respect to the original Omicron variant, is that 
Omicron was certainly more transmissible but that it 
was also just as potent as prior variants. A study out 
of Harvard, that was not peer reviewed, concluded 
that “Sars-Cov2 Omicron Variant is as deadly as 
previous waves after adjusting for vaccinations, 
demographics and comorbidities.” Bummer.

What does this mean for the pandemic? It means a 
few things.

• The idea that COVID-19 will become endemic, 
with each wave infecting fewer people, is less 
likely to happen. If current vaccines and prior 
infections aren’t protecting you the way they 
have protected against prior viruses, then 
COVID-19 becomes more like a cold, something 
you get fairly regularly.

• The potential for COVID-19 to mutate into 
something deadlier certainly exists. I have not 
been a big proponent of this theory and that has 
been correct the last two and a half years, but 
this virus has not acted in ways that scientists 
have expected thus far and its continued 
ability to evolve and infect leaves open a lot of 
possibilities, some of which are not great.

• New vaccines will need to be developed. There is 
particular promise around nasal spray vaccines. 
Without going into the science, a nasal spray 
is more effective because it can stop the virus 

https://www.thelancet.com/journals/lanres/article/PIIS2213-2600(22)00101-1/fulltext
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before it infects people. There are a number in 
clinical trials now.

Is all hope lost? No. Let’s keep going back to data. 
This is our trusty cases per million. I’ve taken various 
countries and regions while still trying to keep the 
chart legible.

Daily new confirmed COVID-19 cases per million people 
Shown is the rolling 7-day average. The number of confirmed 
cases is lower than the number of actual cases; the main reason 
for that is limited testing.

Source: Johns Hopkins University CSSE COVID-19 Data

The reality is that, while cases have stabilized, they 
are not going up very much, if at all, in most places. I 
will add a disclaimer that the widespread use of home 
tests, particularly in places like the U.S. where they 
weren’t used as much before, skews these numbers 
lower than they likely are. However, even with the 
newer variants that are better able to evade vaccines 
and antibodies, we aren’t seeing a massive spike in 
cases. Why? I don’t know, but I take it as good news.

Daily new confirmed COVID-19 deaths per million 
people 
Shown is the rolling 7-day average. Limited testing and challenges 
in the attribution of the cause of death means that the number 
of confirmed deaths may not be an accurate count of the true 
number of deaths from COVID-19. 

Source: Johns Hopkins University CSSE COVID-19 Data

We’re not seeing any shift in the number of deaths 
either in that same set of areas. What can we 
conclude (keeping in mind I just said this virus 
has been consistent in its ability to make any 
conclusions sound silly)?

• Most of the world has learned to deal with 
COVID-19 and all its mutations. Whether it is a 
combination of slowly developing resistance to 
the worst outcomes, better treatment options, 
or something we don’t know, most countries are 
able to deal with ongoing infections far better 
than at any point in the pandemic.

• While mutations may have made the virus 
better able to evade protections, it is likely that 
vaccinations and prior infections have helped 
the body fight those infections. That is likely to 
contribute to the reduced morbidity and death 
associated with COVID-19. 

• While prior infections do have some impact on 
future severity of infection, we need to recognize 
that, in the absence of some vaccination or 
treatment change, there will continue to be 
ongoing deaths from COVID-19. Those will not 
magically disappear because the disease will 
not fade into the background as we might have 
anticipated in the absence of the virus’s ability to 
mutate with such adaptability.

• I have seen figures that suggest that 10% of 
people infected with COVID-19 have long-
term effects. We should be skeptical of those 
numbers for a variety of reasons: They likely 
undercount the number of cases (resulting in a 
higher percentage); they don’t give a sense of 
the long-term impact discussed—a slight loss 
of smell is far different from a neurological 
issue. Yet, it is certain that we will be dealing 
with ongoing, and long-term, medical issues 
throughout populations from COVID-19 for some 
time to come.

• One thing that has not changed throughout the 
course of this pandemic is who is most affected 
by COVID-19. If you are young and healthy, you 
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that the cases have been in countries that have 
provided military assistance to Ukraine. That must 
mean the universe is on Russia’s side.) I’ll start 
with the conclusion. 

Don’t worry. 

Now, some facts.

a. It is a distant relative of smallpox and much 
less severe. It is also less transmissible than 
smallpox.

b. It is common in the rainforest areas of Africa 
and is actually transmitted by rodents, not 
monkeys.

c. Symptoms are flu-like, except for the red poxes 
that appear, often on the face.

d. Close contact is required for transmission 
(which is why there is a view that some of the 
cases reported have been sexually transmitted).

e. There is already a vaccine available for 
monkeypox (it has been around for a long time).

f. An interesting reason for its current appearance 
is that, with smallpox eradicated, no one 
is vaccinated for that disease, making the 
population more vulnerable to a related virus. 
The WHO estimates that the smallpox vaccine is 
85% effective against monkeypox.

g. The chickenpox vaccine is not effective against 
monkeypox.

h. This is not the first appearance outside of Africa. 
There have been cases in 2001 in the U.S., 2018 
and 2021 in the UK, and 2019 in Singapore.

Of the 100 things to worry about in life, monkeypox 
is not one of them.

The Public Markets
1. Perhaps the greatest focus area in financial 

markets is the U.S. Fed, how far interest rates will 
increase, and how much liquidity it will take out of 
the system before declaring the war on inflation 
has been won. I have previously mentioned 

are far likelier to have a mild case. That remains 
one of the great mysteries with this virus. It has, 
throughout the pandemic, not affected the young 
in the way similar viruses have behaved.

COVID-19 will, in the absence of a mutation that 
makes the virus deadlier (something that remains 
a low probability), become one of a number of 
diseases we deal with routinely. We will have better 
vaccines, better treatments, but it will remain a 
virus that infects us and that will cause a significant 
number of deaths, but about which we will not alter 
the way we live and interact with each other. We 
are well on that path today and unlikely to alter that 
course. Well, that’s true everywhere…

 

China
China remains committed to the zero COVID policy. 
What more can be said? There are rolling lockdowns, 
mass testing throughout the country and strict 
enforcement of rules regarding social behaviors 
that might encourage spread. If that is the policy, 
there is no escaping this kind of regime because, as 
we’ve discussed, you can’t vaccinate your way out of 
COVID-19’s spread. There is a theory that the policy 
will be eased at the People’s Congress later this year, 
but it is only a theory. Until that happens, we can 
expect that China remains closed.

Monkeypox

Here we go—another media pandemic. The name 
alone makes you pretty certain that it is exotic 
and deadly. (Russian state television has noted 
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Torsten Slok from Apollo and his charts. I will use 
another one that, taken on its face, says we are in 
for a whole lot more pain in the markets.

Fed Liquidity Withdrawal Having Negative Impact on 
the Stock Market

Source: Bloomberg, Apollo Chief Economics

2. Another area of focus is what is happening 
in China and what that means for the global 
economy. I’ve already mentioned the COVID 
restrictions that will roll through that economy. 
My colleague Collwyn Tan sent me this chart 
that comes from Fidelity. We have had a 
relatively synchronized set of economic cycles 
throughout the world the last 15 years. This 
chart indicates that China is about to embark on 
an upcycle while the rest of the world is about to 
embark on a down cycle.

Source : Fidelity Investments (AART), as of 1/31/22.

3. A key question, again back to the U.S., is when 
does U.S. inflation retreat closer to the Fed’s 2% 
target, at which point the Fed likely takes a more 
neutral posture. I will take an outside consensus 
view and say the U.S. economy will slow down 
far faster than consensus expects and the Fed 
will stop raising rates sooner than consensus 
predicts. A few early indicators.

• Look at export orders in the major world 
economies. It’s hard to believe that the U.S. 
economy will continue to grow and fuel 
inflation as export orders globally, including 
in the U.S., are declining.

• Even more interesting are these data points 
that my colleague Brent Burnett supplied, 
that give a view of what is happening on the 
ground in the U.S. 

“Some interesting data points on freight 
logistics and recession indicators from Bank 
of America:

 ` Demand for truckers is at 22-month low.

 ` Trucking demand is ‘near freight 
recession levels.’

 ` Shippers’ outlook on rates, capacity and 
inventory levels are matching attitudes 
not seen since May and June 2020, 
when pandemic lockdowns sent freight 
volumes into a historic decline.

 ` In a recent note to investors, Ken 
Hoexter, the managing director of Bank 
of America’s trucking research, wrote 
that shippers’ view of demand is down 
23% year-over-year. 
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 ` The proprietary Truckload Demand 
Indicator hit 58 — the lowest since June 
2020. 

 ` Hoexter said the shippers’ view of rates 
have “melt(ed) down,” hitting a low not 
seen since May 2020. 

 ` Bank of America’s survey represented 
views from 44 shippers in industries 
including retail, consumer goods and 
manufacturing.

 ` Outlook on capacity hit its highest level 
since June 2020, while inventory levels 
climbed to the highest points since May 
2020.

Other indicators are pointing to freight 
recession.

 ` FreightWaves has previously reported 
that a ‘sharp, painful downturn’ in the 
U.S. trucking market is coming. A recent 
note to investors is the latest indicator of 
the trucking problems that many in the 
industry are spotting. 

 ` One key indicator is the FreightWaves 
SONAR Outbound Tender Reject Index 
(SONAR: OTRI.USA). At this time last 
year, truckers were rejecting a whopping 
25.76% of loads they had previously 
arranged through contract. That 
indicated they were able to find better 
loads through the spot market, where 
shipments are available on demand.

 ` Now that spot market rates have 
declined, more drivers are moving their 
contracted loads. As of two weeks ago, 
the rejection rate had sunk to 9.92%.

 ` Freight is often looked at as a bellwether 
for the rest of the economy. If industries 
ranging from retail to housing to lumber 
are estimating that they’ll need fewer 
truckers, many economists see that as 
an omen of an economic downturn. If 

people aren’t buying or building as much 
stuff, there’s less of a need for truckers. 
Trucks move 72% of all freight.”

4. Davos has proclaimed the end of globalization. 

Really? Let me offer a different perspective.

• National Security will become more important. 
This will reorient global trade, particularly in some 
sectors that are deemed to be of high importance. 

• Trading blocs will also re-orient. Nations and 
companies will prefer to trade with those that 
are ideologically closer to one another. That 
doesn’t reduce globalization but changes the 
connections and links that exist today.

• Offshoring will be reduced, particularly for 
industries that are seen to be of great national 
importance. However, we need to keep that in 
perspective. Do we genuinely believe we are 
going to see a great re-shoring of consumer 
goods? Of financial industries? Of commodities?

The end of globalization makes wonderful headlines 
and talking points. It makes far less sense in practice.

The Private Markets
A. No stories from the Dark Web for this update. 

While they are there, let’s have a reality check on 
the private markets. It will seem dark enough for 
some of you.
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I’ll start with an obvious statement about last year: 
It was a spectacular year for virtually all parts of the 
private markets. Great for fundraising and great for 
returns. That blindingly obvious observation leads 
to the fundamental backdrop against which the next 
couple of years of private markets’ behavior will exist.

Limited Partners
Great performance in portfolios has led to a 
significant increase in the portfolio value of private 
holdings. Yes, a lot of money came back, but most 
LPs saw their NAV rise, particularly those with larger 
holdings in the venture and growth equity areas. 
That’s a good thing, right? It is, except that, all else 
being equal, it means you have less to invest going 
forward because you are closer to your allocation 
target with more NAV. All else is not equal because 
public markets, both stocks and bonds, have come 
down. That leads to overall asset declines and LPs 
are faced with both the numerator and denominator 
effect. But, let’s be clear: This reduction in amounts 
available to invest was happening regardless of 
market downturns. Those just made it worse.

LPs have some choices to make. 

Some, as they always do, will panic and severely 
curtail or stop investing. It happens every cycle. 

It’s the same story: Markets go down, LPs pull back 
because they want to accumulate cash (that they 
don’t actually need) or “wait” for the uncertainty 
to clear or because they know that, this time, it’s 
different. The uncertainty will clear right around the 
top of the next up move. They will, in a year or two, 
vow never to do it again. Then, they will do it again 
and blame their advisors, managers, board, anyone, 
for their lackluster portfolio.

Most, having seen the lessons of 2001 and 2009, 
will want to invest through this part of the cycle. But 
this is more challenging than in prior cycles because 
of that numerator effect I mentioned and because 
every GP with a pulse is coming back to market 
(more on that later). What is an LP to do?

• Go over the allocation target. This is the most 
logical approach and one many will use, 
although some either can’t or won’t bring 
themselves to try.

A valuation tangent

 

I’ve heard LPs say that the problem will go away 
because valuations will come down. How’s that 
for perverse incentives? I’d like to lose some 
money so I can invest more money. But, hey, 
that’s private markets for you. I have some bad 
news (that’s actually good news): Valuations will 
not come down that much and, by the time they 
do, we will be in another cycle. Here’s a random 
prediction. Most portfolios will be flat at the 
end of Q1. Sound crazy? It’s not, for reasons too 
detailed for both this update and my mind. Q2? 
No one really knows, but I’m going to guess, if 
things stay around where they are today, that 
they will be down around 5%, maybe 10% at the 
outside. Certainly not enough to take care of 
either the numerator or the denominator effect.

• Strategically sell some assets. This is where 
we can anticipate a large number of investors 
will go as investors, large and small, sell some 
positions in whole, or strips of their portfolio. 
They will do it both to protect against future 
declines but, more importantly, to create room 
to invest in new positions. These can be existing 
managers in their portfolios, new managers, or 
co-investment, direct opportunities. What many 
investors will understand is that the ability to 
invest will be a paramount concern. This will 
lead to very interesting, traditional secondary 
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opportunities. Will this happen today? No, buyers 
need to figure out what valuations will look like 
over the next quarter, but it will happen and you 
want to be looking at the secondary market, as 
both a buyer and seller, for the rest of ’22. 

This is important prediction number one resulting 
from this market: An abundance of limited partner 
portfolios coming to market.

General Partners
Great performance across portfolios has also 
created some shifts in the GP landscape that 
will take longer to play out but will have equally 
important outcomes, irrespective of market 
movements.

a. GPs have used great performance, and LP 
interest in alternatives, to raise both larger 
main funds and to create a dizzying array of 
associated products. You have to have multiple 
funds if you want to brag about your GP 
platform: Main fund, credit fund, RE fund, growth 
fund, permanent fund, Companies-Whose-
Name-Ends-In-S funds. You name it, a fund is 
created and capital raised around it.

b. A new development feeding into the need/desire 
to raise more money and more products is that 
there are a large number of GPs who have sold 
a meaningful stake in their business to GP stake 
funds. These investors need and want their 
investment GPs to grow. No growth, no gains 
for those investors and that makes for a lot of 
unhappy people around the table. We’ve never had 
that phenomenon in the private markets before.

c. Remember what I mentioned about LPs and 
their supply of capital? It is far less, and I mean 
far less, than the amount of capital that the GP 
world is demanding. Did I say it was far less? 
There is nowhere near the capital needed to 
meet this demand and GPs have made the 
situation worse by all deciding they need to 
come back to market now. All of them. All at 
once. There are some that need to raise more 
capital, some that have serious FOMO and the 

rest just figure they better come out now and not 
miss a party. What will they increasingly see at 
the LP door?

 

d. What happens in a world where there is this 
kind of supply/demand imbalance? In a normal 
industry, capacity comes out of the system 
and people that can’t raise go out of business 
or drastically downsize. But private markets 
aren’t normal. We’ve commented before that 
GPs are like vampires. You can’t kill them. The 
long-lived LP agreements assure a steady 
stream of revenue, at least enough to keep 
you alive for a long period of time. Remember 
when venture capital collapsed in 2000? It took 
almost a decade for that part of the industry to 
rationalize. In nature, this doesn’t happen. Gypsy 
moth populations explode and then their food 
source runs out and their numbers contract. 
GP’s food source, LP money in a fund structure, 
is like a super food that can keep you alive for 
years. They gypsy moths continue munching 
on their leaves for a long time. It’s a medical 
and economic miracle. But this isn’t without 
repercussions for the industry. Zombies and 
healthy are not synonyms.

• The GP stake that was sold is essentially 
dead money. It’s not as though those 
investors are adding any value to the 
franchise. In order to keep the younger 
members of the firm motivated and 
incentivized, the firm has to grow to provide 
the fees and carry to those younger members 
because a big chunk is already leaving the 
firm. Without growth, how stable is the GP 
franchise? How many people will leave? How 
significant is that to the ongoing operation? 

• GP-led secondaries will continue to be 
popular. They will allow GPs to send money 
to LPs who want to create liquidity in their 
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portfolios, develop new relationships, and 
keep their existing portfolio companies as 
long as possible. I suspect the more critical 
shortage in this market will, again, be the 
sources of capital GPs will want for these 
transactions. It will be a buyer’s market for 
some period of time.

• Platforms will be downsized. Expect to see 
some firms leave certain lines of investment. 
There won’t be enough capital to support 
them all. What can we say about those 
platform dreams? We’ll bring back ‘N Sync…

• The delta between the successful firms and 
the less successful firms will widen. Why 
will some firms do better than others? It will 
depend. For some, simply better investment 
results. For some, better relationships or 
more robust sales efforts. For some, the 
luck of who is in their investment base. If 
you have a base that is either broad enough 
or populated by many LPs who don’t have 
big allocation pressures, you are going to 
raise more capital. For others, simply the 
luck of having raised some capital late in ’21 
when capital raising was easier.

• If you can’t raise all the money you want, 
preserving your existing cash becomes 
more important. I’d expect to see deal flow 
slow down as GPs become less certain that 
there is a ready source of additional capital 
out there. That will make co-investing far 
more appealing and attractive. 

This is important prediction number two resulting 
from this market: There will be a huge number of 
co-investment opportunities across every segment. 

Remember GPs telling you there was plenty of cash 
out there? There isn’t enough.

This view of where the private markets are going has 
very little to do with where the public markets are 
going. If they go down, these pressures will worsen. 
But these pressures will exist even if the markets 
stay flat or increase a little. The only way these 
pressures abate is if public markets go up, from 
here, 50%, or more. Do you really expect that?

B. The private credit markets have rarely been in a 
rising interest rate environment, certainly not with 
the scale they have today. With the gloom in the 
capital markets, how is the private credit space?

 

My colleague Nayef Perry gives us some indicators:

• Original Issue Discounts (OIDs) are improving in 
favor of lenders across the leverage loan market. 

• New issue loans are trending between 95-98 vs. 
99.5 in prior months. A driver is the secondary 
loan market, which is averaging 94.7 (For 
perspective, in Q4 ’21 +60% of the market was 
trading above 99.) 

• The leverage loan market has seen a meaningful 
selloff driven by retail redemptions in light of 
some of the market volatility, meaning leveraged 
loans are on sale, something that hasn’t been 
seen in some time.

• With the new issue OIDs at attractive levels and the 
forward LIBOR & SOFR curves looking attractive, 
this presents an opportunity for investors to trade 
up in credit quality while maintaining yield targets. 
For example, a first Lien/Unitranche loan with a 
return target of 8-11% may be available where, a 
quarter or two ago, second Liens with that return 
profile were almost rare. 
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But, as we know, in the sunniest of 
climates, a little rain must fall.

My colleague Christian Kallen has 
provided some points of caution.

• People talk all the time about 
covenant lite. What they 
really should be talking about is collateral, as 
contracts have gotten so loose that sponsors 
can move the assets freely away from the 
creditors if they choose to do so. It will be a very 
painful awakening as performance slows and 
sponsors start moving the most valuable assets 
into new legal entities, free of debt. 

• Christian relayed his new favorite phrase that he 
heard in the credit world: “Creditor on creditor 
violence.” Rather than creditors grouping 
together to build a front against the equity, they 
have recently focused on fighting each other. 
There have been numerous examples and we 
expect there will be more. 

C. We have seen a great deal of discussion about 
“The Great Resignation” and how difficult it is to 
find workers and how people are hopping from 
job to job, career to career. I will use another chart 
from Torsten Slok and ask you to consider how 
long it takes for layoffs and slower hiring to ripple 
from one industry to another? Perhaps it doesn’t, 
or perhaps it happens sooner than we expect.

Rising Number of Layoffs at Startups

Source: Apollo Chief Economics

D. I know that last sentence, with its faultless 
ambiguity (“Mario, you basically said if either 
result happens you were right”), is the stuff of 
great financial writing and that is not what you 
have come to expect from these updates. So, I 
won’t disappoint you and will predict the future 
on these pages. How hard can that be?

 

We all fight the last war. It’s what we do. As 
we contemplate higher rates and a slowing 
economy, we go back to 2007 and that 
experience. Here’s my prediction: It won’t be 
anything like that one. There are downturns 
caused by huge imbalances in the economy 
or financial system. Think the U.S. savings 
and loan/real estate problems in the late 80s/
early 90s or the U.S. housing market and global 
financial system in the GFC. We do not have 
that today. There’s no industry that is seriously 
overextended and the financial system is in 
exceptionally good shape. What we have is 
a valuation excess, similar to what we had in 
2000. That’s the downturn to which we should 
be looking for analogy. Will it be the same? No, 
they never are. But economic downturns caused 
by valuation adjustments require different 
investment strategies than the one we might 
apply to the one we are currently anticipating. 
By the way, they are also generally far less 
damaging to companies, people and economies.
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DIRECT DEALS

INVESTMENT AREA CURRENT DEAL FLOW
INVESTMENT PROSPECTS

TODAY ONE YEAR FROM NOW

Liquid/Traded Credit C B B

• Leverage loan money outflows have driven average pricing down in the secondary 
market below 95. The primary market has seen new issue OIDs trending in the mid-
to-high 90s as well. 

• New issue activity remains low, relative to 2021 levels, and private credit investors 
in particular are treading cautiously due to perceived quality levels of loan 
documentation.

Preferred/Structured/
Liquidity-Based 
Financings

B B B

• Preferred equity financing activity remains; however, activity levels are generally 
lower than 2021 levels. 

• Elevated valuations, the desire for yield and a desire to deploy capital should enable 
continued activity. 

• Due to rising rates, investor preference is for floating rate vs. fixed all-PIK where 
possible.

Rescue Financing D D C

• Pure play rescue opportunities appear limited. 

Distressed F D C

• Levels of distress in the loan market remain lower.

“Traditional” Performing 
Credit

B B B

• Floating rate loans are benefiting from a pick-up in SOFR & LIBOR, which have both 
generally broken through typical deal floors of 50-100bps.

• Scale private credit players are seeing opportunities to pull transaction activity away 
from the banks due to risk of issuer term flex.

The Private Markets’ Report Card



Proprietary and Confidential  |  Page 24hamiltonlane.com

INVESTMENT AREA CURRENT DEAL FLOW
INVESTMENT PROSPECTS

TODAY ONE YEAR FROM NOW

Secondary-LP Market A A A

• Market dislocation and increasing allocation pressures have increased urgency for 
portfolio rebalancing for LPs globally, which is driving deal flow. This has and will 
continue to exacerbate the supply/demand imbalance in secondaries, as there is 
simply not enough capital to offset the liquidity needs of LPs. 

• Pricing should continue to improve as buyers remain selective in a declining 
valuation environment. 

• It is likely that transaction volume will be slower in the near term as valuations reset 
and the bid-ask spreads are recalibrated. Second half of 2022 could set record level 
activity.   

Secondary-GP Led A B A

• While GP-led deal flow remains strong, many deals are hung in the current 
environment, as valuation declines are causing buyers to be more cautious and 
pricing expectations have not adjusted. 

• GPs are unlikely to bring discounted deals to their LPs and buyers are expecting 
valuations to be flat/down in the coming quarter. 

• Deal flow will likely begin to evolve from what was primarily an opportunistic 
recapitalization transaction market the past 12 months to more bespoke portfolio 
value enhancement solutions.     

Buyout B B B

• An active deal environment, but levels are down from last year’s highs. We’re still 
seeing aggressive buying activity (pre-emptive actions, high-priced bids). 

• Flight-to-quality is causing many buyers to focus on the same companies, which 
is providing support for valuations. Many believe that they should trend down 
eventually.

Growth Equity C C B

• All of a sudden there’s more space available in financing rounds but valuations and 
exit paths have become cloudier as the market resets. 

• The number of companies searching for growth rounds has declined as many pulled 
fundraising forward in 2021 to take advantage of frothy markets. 

• Expect valuations to decline and investor-friendly structures to increase over the 
next few quarters as companies work through existing runway. 

• Crossover funds and other cyclical players have abandoned the late-stage venture 
and growth equity market for early stage and public market investments. 
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INVESTMENT AREA CURRENT DEAL FLOW
INVESTMENT PROSPECTS

TODAY ONE YEAR FROM NOW

Follow-On Equity B B B

• Very active market. This is a key weapon to creating value in the current market 
environment.

PIPEs C C C

• The market downturn has caused some investors to look for bargains in this area, 
but it takes two to tango and many public boards are not ready to accept proposed 
bids yet.

Venture C C C

• Loads of dry powder continue to fuel an active market but sector and stage matter. 

• Crypto is frothy while the life sciences sector regroups from a massive repricing in 
the public markets. Some sectors like enterprise security are proving to be more 
resilient as well. 

• Portfolio company fundamentals are still strong. Early-stage investments years away 
from exit remain largely unchanged while the market reconsiders later-stage rounds. 

• A greater focus on path-to-profitability vs. revenue-at-all-cost is expected. 

• We’re continuing to see tougher terms and structured investments being introduced 
into recent deals, which is also helping to support valuations for now.

• Tougher terms and greater price discovery are causing many VCs to warn their 
portfolio companies that now is not the time to fundraise and they must find a way to 
be self-sustaining for the next 12 months or so. 

Energy B B B

• A consensus is forming that higher commodity prices are here to stay and that 
natural gas, in particular, will continue to be supported by favorable long-term 
demand trends. This is opening up capital markets and deal activity in the space. 

• Upstream A&D market has been active this year and new build infrastructure 
projects in the LNG export space are starting to gain traction.  Upstream companies 
are generating lots of cash at these commodity prices and have, so far, remained 
disciplined in their capex spending programs. 

• Low entry prices, strong cash flow generation and disciplined capital deployment are 
bringing investors back to the O&G space despite some ongoing ESG headwinds.
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INVESTMENT AREA CURRENT DEAL FLOW
INVESTMENT PROSPECTS

TODAY ONE YEAR FROM NOW

Infrastructure A A A

• Assets related to energy transition, data/communication and global logistics 
continue to see strong investor interest.  Renewable generation platforms seeking to 
transition from project developers to independent power producers have attracted 
significant capital, with premiums being paid for larger development pipelines. 

• Take-private transactions in the data/communications space have also seen 
significant activity, as private investors have seen value arbitrage opportunities in 
publicly traded fiber, data center and tower assets. 

• In the U.S., we’re seeing some increased investor interest in rural broadband as 
investors get more comfort with how direct-to-consumer subsidies from the federal 
government will help private asset owners with their customer base. 

• Valuations in the space remain elevated, particularly for assets in the U.S. and 
Europe. Although coupled with higher geopolitical risk, asset fundamentals are 
looking increasingly more attractive in developing markets.  
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INVESTMENT AREA CURRENT DEAL FLOW
INVESTMENT PROSPECTS

TODAY ONE YEAR FROM NOW

Agriculture B B B

• Since Russia’s invasion, corn and wheat prices have spiked globally, exacerbating 
inflation and triggering fears of global food shortages in certain export markets. While 
Ukraine is a large supplier to Europe, the bulk of their exports go to developing countries, 
which will feel the near-term price increases more severely. 

• Higher grain prices and a lower risk premium experienced by agricultural assets in North 
and South America should attract more capital interest to those assets. 

• Grain stores for 18-48 months depending on moisture content, and most of the big grain 
producing regions have been expanding storage capacity going into the war and had 
reasonably good harvests that led to full silos. Storage inventory will be sold into the 
market to help offset some of the price increases and grain availability, at least for this 
year. 

• Next year may be a different story if the war is prolonged. Wheat is usually planted in 
July-August. The war started after harvest this year, but if plantings get disrupted next 
year, it could be a bigger problem. 

• Fertilizer availability to other grain-producing regions could also have a big yield 
impact if the war is prolonged. If things really start to look bleak in terms of global food 
availability, there are some levers governments could pull. 

• A lot of corn in the U.S. goes to ethanol. That is really an arbitrary end use and ethanol 
does not need to be mixed into fuel. You could see some of that corn diverted from fuels 
back to food. 

• There is also a lot of fallowed land in the U.S. and Europe. It’s fallowed for various 
reasons, including environmental and to preserve long-term productive capacity. If 
things got really bad, you may see some of that fallowed land come into production in an 
emergency but that could significantly boost grain production from those areas. 

• Rice is the other key food commodity aside from corn and wheat and you will likely see 
countries boosting rice production and substituting rice for wheat in some population 
diets given the high wheat prices. 

• High oil prices also don’t help, so if governments can encourage production in the short-
term to bring down prices, that helps food. The last time there was a global food crisis 
was in 07-08 and governments generally made it worse by getting more protectionist, 
which only served to further exacerbate price increases. 

• Hopefully governments have learned from that experience and will keep trade routes 
and flows open on global ag commodities.
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INVESTMENT AREA CURRENT DEAL FLOW
INVESTMENT PROSPECTS

TODAY ONE YEAR FROM NOW

Real Estate C B B

• In a short period of time, the capital markets have changed, impacting the real estate 
deal market. Obtaining a debt quote now can take a couple weeks, and lenders are 
favoring particular sponsors, markets and properties. 

• In multi-family, lenders are trying to move buyers to floating rate shorter term (5 
years or less). Floating rate loans have crossed the pricing line and are now more 
expensive than fixed rate quotes (5-year term). 

• Higher rates on debt translates to lower debt service coverage ratios resulting in 
lower proceeds to buyers. Despite these current capital market disruptions, demand 
for quality real estate is strong.

FUNDS

FUNDS

INVESTMENT 
PROSPECTS 
TODAY COMMENTS

Credit-Primary B • Capital markets remain open but uncertainty is growing. Credit tends 
to do better in uncertain markets and LPs are starting to appreciate 
downside protection again. 

• When the banks get spooked, this area is where the equity investors 
increasingly turn. Flexibility and knowledge of the market makes this the 
preferred route. With interest rates increasing no doubt this group is on 
the edge of their seat.

Credit-Secondary 
and Distressed

C • Slim pickings in the distressed market continue. While public equity 
has gone through a significant correction, credit markets are stable and 
spreads have not widened in any meaningful way.

• Distressed GPs agree with the market and don’t see a default wave 
coming. While everyone expects the Fed to push the U.S. economy into a 
recession as taming inflation without overshooting is like landing a 747 
on an aircraft carrier, expectations are that corporate America is strong 
enough to get through this.
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FUNDS

INVESTMENT 
PROSPECTS 
TODAY COMMENTS

Buyout B • Existing portfolios continue to deal with inflation, labor shortage and 
supply chain issues. However, the worst seems to be over on the supply 
chain side, reducing costs in a meaningful way. 

• A lot of companies are turning more bullish that with the recent price 
increases their profit margins will be better in 2022 than 2021. 

• The public market correction has not made its way into the private market 
as of yet as this typically takes 6-9 months. 

• M&A activity is down as only the highest-quality assets trades and with 
that purchase multiples were up in Q1. At one point, GPs will have to sell 
and accept the new reality as fundraising without realizations is harder 
than ever. 

• In the meantime, GPs are looking at public to privates but unclear if 
public companies are willing to transact at current stock prices. Lots of 
uncertainty out there but the buyout universe is shrugging it off so far. 
The glass is still half full.

Growth C • Declines in public market tech stocks and growth companies will test 
valuations, but there will be a lag before private markets need to publish 
mark downs, which likely helps mute the degradation. 

• The industry has quickly shifted its focus from growth at all costs to 
efficient growth at a time when hitting revenue targets has become even 
more important. 

• Expect to see a much-needed slowdown in fund deployment as private 
market valuations reset and LPs hit a saturation point of growth exposure. 
Perhaps we won’t see growth funds back to market every 12-18 months in 
the foreseeable future.

Venture C • Public market repricing is not yet having a meaningful impact on the 
early-stage market as return profiles remain binary and record dry powder 
searches for opportunity. 

• For older portfolios, managers are relearning the value of interim liquidity, 
particularly as the IPO market is more discerning, and looking for more 
profitable businesses and not just growth.
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FUNDS

INVESTMENT 
PROSPECTS 
TODAY COMMENTS

Energy B • Energy transition funds are seeing strong investor interest. Even 
traditional upstream-focused funds that have weathered the cycle and 
taken advantage of the recent price stability to send capital back to LPs 
are finding some success in raising new vehicles. 

•  There’s a growing consensus that the energy transition will take time 
and responsible upstream investment is still a viable strategy in a 
hydrocarbon-hungry world. 

Infrastructure A • Infrastructure fundraising remains strong, as institutions continue to 
expand their allocations to infrastructure. GPs have responded with new 
offerings in the small-to-mid cap space, infrastructure debt and sector-
specific funds focused on data/telecom and energy transition.

Agriculture C • Fundraising is slow given underwhelming returns. The industry was 
recovering from tariff-imposed price and supply chain disruptions but 
COVID-19 further depressed prices, disrupted supply chains and injected 
additional labor uncertainty. Now the industry is recovering from COVID-
19 uncertainty, but facing additional price volatility and supply chain 
issues related to agricultural inputs resulting from the Russia-Ukraine 
conflict. 

Real Estate B • With real estate fund performance exceeding expectations in 2021, and 
fund realizations occurring at values in excess of NAV, many investors are 
finding themselves either under-allocated to real estate and ramping up 
their fund activity or reserving capital waiting for more certainty around 
interest rates and pricing. 

• Many diversified real estate funds concentrated mainly on European 
investments are seeking to raise significant capital in 2022, but without 
attractive first close incentives we think fundraising will be slow in 
Europe.
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Conclusion

“The choice for mankind lies between 
freedom and happiness and for the 
bulk of mankind, happiness is better.”
― George Orwell, “1984”

This will be the last of these updates. They say all 
good things must come to an end. Perhaps lousy 
things just take a little longer to get there. These 
updates have been, in more ways than I can describe, 
a joy to write. I have found myself seeking out 
research, having discussions and exploring creative 
worlds to which I never thought I would travel. They 
have opened my eyes to so many things and I hope 
that some of that has come across in the large 
number of words, charts and pictures with which I 
have inundated you over these last two plus years.

Why, now, the end?

I’ve mentioned before that the part of these 
updates about which I have received by far the 
most comments has been the music parts. I’ve 
been praised, ridiculed, mocked, corrected and it’s 
all been well-meaning and it’s all been done in the 
spirit of sharing knowledge, beliefs and opinions. I 
have learned a lot from many of these comments 
(although, alas for some of you, not enough to make 
me able to listen to any music from the Grateful 
Dead). I’ve enjoyed all that back and forth. Music 
seems to unify us, even when we disagree and argue. 

It may be one of the few things.

There is another part that has generated far fewer 
comments, but they have all been all down one track 
and not at all unifying. It has been far angrier and 
less understanding. It has been my references to 
Trump or today’s Republican Party. The comments 
have generally been along these lines:

“Politics has no place in these updates.”
“You have no idea what you’re talking about.”
“I refuse to read any more of your writing.”

It is that last line that is telling. I have no issue 
with anyone disagreeing with me. I have no issue 
with anyone telling me why I’m wrong. But the idea 
that reading something with which you disagree 
causes you to react so virulently that you refuse to 
read any more or have anything to do with me or 
these updates is self-defeating. You all know my 
political leanings, but I still watch some of Trump’s 
speeches. I read some of the QAnon dissertations 
on their view of the world. I read Kevin McCarthy’s 
explanations for what he said or didn’t say about 
January 6, whether privately recorded or in public. 
We all bemoan the echo chamber that social media 
has created for us. I have some bad news here. 
Social media hasn’t created anything for us. We have 
created it. We have fostered it. We thrive in it. All 
social media has done has made it easier for us to 
stay in that echo chamber that too many of us crave.

  

“So what,” you ask, “what do you care what a small 
number of people say?”

It’s the right question and one I have thought 
about quite a bit. On the one hand, I feel very 
strongly that Trump and his people are a danger 
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to the country, to the world and, as long as I have 
any platform, shouldn’t I use it to express that 
view? From that perspective, I don’t care what 
people say. However, I am also CEO of a company 
that has hundreds of employees and hundreds of 
clients—and there’s the rub.

There are certainly employees who strongly disagree 
with me and who have the same perspective of 
those that send me the upset notes. Do they feel that 
their company, their views, are being represented by 
a misguided CEO who sends off missives with no 
respect for anyone else’s opinion? Is that fair, is that 
what I should be doing?

Clients? Prospects? What level of awkwardness, if 
that’s the right word, do I create by what, for me, are 
expressions of opinion, but, as I can see from some 
responses, are words of war. Because, while we may 
wish it wasn’t the case, political views have been 
weaponized. We are, at extremes, retreating to our 
tribal ancestry, a world of us/them and your words 
signify the tribe with which you associate. We shun, 
banish, punish, those who aren’t with us.

We are no longer operating in a world of 
disagreement and discourse.

Warren Buffett, who will opine on anything, was 
asked why he is not speaking on politically charged 
topics. He said doing so could affect Berkshire and 
companies in which it invests. He said three very 
interesting things:

• “I won’t want to say anything that will get 
attributed basically to Berkshire, and have 
somebody bear the consequences of what I talk 
about…Why in the world do I want to hurt the 
people in that other room? Why do I want to hurt 
you? Because I say something that 20% of the 
country is going to instantly disagree with. And 
sometimes they will be so upset about us that 
they will try and…have campaigns against our 
companies.”

• “I’ve also learned that you can make a whole 
lot more people sustainably mad than you can 

make temporarily happy by speaking out on any 
subject. And on certain subjects, they will take it 
out on our companies.”

• “The best thing to do is basically shut up and not 
have a bunch of people facing consequences 
that they didn’t ask for in the first place.”

That is the sad state of the political world we are 
now in, particularly in the United States. Buffett 
is probably right. It is blood sport. It is not about 
looking for common ground. It is about looking for 
retribution and exclusion.

“Well, then,” you ask, “why not just keep writing them 
and leave out the political stuff.”

Another good question and that was the direction 
I thought I would go. Maybe at some point I will go 
there. But, right now, the short answer is it doesn’t 
feel right. I believe that politics is one of the most 
important factors in any discussion around COVID-
19, Ukraine, investments or most any other topic 
I’d cover in these updates. (Think of how the war in 
Ukraine would be unfolding now if Trump or Sanders 
were President or if LePen had won the French 
election. Think of the economic environment in that 
same alternate political environment. It matters. It 
matters a lot.) Part of what makes these updates 
informative and entertaining is my belief that I can 
write unfiltered and your belief that you are getting 
unvarnished thoughts. It strikes me as disingenuous 
to be writing about something where you don’t 
know my own leanings and beliefs. It strikes me as 
writing under false pretenses to censor myself and 
make it agreeable and palatable to everyone. We all 
see that kind of writing every day masquerading as 
insightful analysis. It’s junk. You can’t hit “DELETE” 
fast enough. You would know immediately that 
something had changed. That wouldn’t feel right for 
any of us and it certainly wouldn’t feel right to me. 
Maybe it makes me a one-trick pony, but it’s hard to 
change that style and I don’t believe that I want to 
change it.
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I can’t leave this without my normal piece of advice 
at the end of these updates. It is a serious one. We 
all need to be very careful and very conscious of 
what we are doing and why around issues of politics 
and freedom. There are some very dangerous forces 
and people out there and it is not enough to shrug 
and say there’s nothing you can do about it or to 
revert to your tribe and say they’re better than the 
other tribe. As we look around, particularly in the 
democracies of the world, it is entirely conceivable 
that they are, in 10 or 15 years, a shadow of what 
they are today. Democracy is not an inherent form of 
political structure. Through most of history, it didn’t 
exist. Perhaps it shouldn’t; is it a form of government 
around which people can congregate for very long? 
I don’t know enough about social studies or political 
theory to know that answer. 

What I do know is that, in 15 years, whether 
democracy is vibrant or dying, your children and 
grandchildren will be asking you what you did to 
revitalize it or kill it. Have a better answer than you 
did what your tribe wanted you to do because your 
tribe was better than the other tribe, or you voted 
to save your taxes or tax someone else, or you did 
nothing because you were too busy or it was too 
hard. My parents, who immigrated from Italy, were 
blown away the first time they voted. They couldn’t 

believe that they had the ability to go into a voting 
booth and make a choice in secret. They couldn’t 
believe you could vocally support a candidate, or 
give them money, and you weren’t visited by the 
police. It matters. We take so much for granted. 
We assume what has been will continue to be. We 
assume all will turn out fine. It will, but only if we 
work at it. 

My advice here is simple: Care enough about the 
freedoms and life you have and that you are passing 
on to other generations to be thoughtful about the 
choices you make now. Listen to different points of 
view. Be curious. Be engaged. Remember those 39 
signers to the U.S. Constitution? I suspect some of 
them could have said what they were doing doesn’t 
matter or they had other things to do. They didn’t. 
Neither should we. 
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DISCLOSURES
This presentation is not an offer to sell, or a solicitation of any offer to buy, any security or to enter into any agreement with Hamilton Lane or any of 
its affiliates. Any such offering will be made only at your request. We do not intend that any public offering will be made by us at any time with respect 
to any potential transaction discussed in this presentation. Any offering or potential transaction will be made pursuant to separate documentation 
negotiated between us, which will supersede entirely the information contained herein.   

Any tables, graphs or charts relating to past performance included in this presentation are intended only to illustrate the performance of the indices, 
composites, specific accounts or funds referred to for the historical periods shown. Such tables, graphs and charts are not intended to predict future 
performance and should not be used as the basis for an investment decision.

The information herein is not intended to provide, and should not be relied upon for, accounting, legal or tax advice, or investment recommendations. 
You should consult your accounting, legal, tax or other advisors about the matters discussed herein.   

As of June 2, 2022


