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The broad equity markets produced negative returns and were volatile during the 1st quarter as inflation, rising interest 

rates and Russia’s war with Ukraine served as headwinds.  The S&P 500 was down (4.60%), the Russell 2000 (small 

caps) was down (7.53%) and the MSCI EAFE (International index) was down (5.91%) to start the year.  During the 

quarter, domestic stocks outperformed international and large cap stocks outperformed small caps.  From a style 

perspective, value significantly outperformed growth as some of the high-flying growth stocks came under pressure.  The 

Energy sector was the best performing sector as oil prices moved above $100 per barrel. 
 

1Q22

S&P 500 (large cap) -4.60%

MSCI EAFE (International index net return) -5.91%

Rusell 2000 (small cap) -7.53%  
 

Inflation remains a major concern, and to slow it down, the Federal Reserve raised interest rates .25% and indicated that 

they will be raising rates aggressively over the coming year (possibly 6 more times).  The Fed will continue to walk the 

fine line of raising rates to keep inflation in check while not upsetting the economy and leading us into a recession.  As the 

Fed has become clearer about its intentions to raise rates, the market has become more volatile, and I expect to see 

increased market volatility for the rest of the year.  But volatility is not necessarily a bad thing and can, at times, produce 

attractive buying opportunities.     

 

Interest rates rose during the quarter and put pressure on the bond market as bond prices fell.  The broad bond market had 

one of its worst quarters in years as the Bloomberg US Agg was down (5.93%).  As rates are rising, the fixed income 

investment opportunities are improving, and I will be watching the space closely for investments.   

 

The war in Ukraine, rising interest rates and inflation continue to be the primary areas of concern going forward and are 

causing economic and market uncertainty.  In addition, supply chain issues continue to muddy the waters and drive prices 

higher.  With a tight job market, consumers are in good shape, but rising energy prices are cutting into disposable income, 

which overall slows down the economy.   

As is typically the case, we have a lot of cross currents that both slow and stimulate growth, but overall, the U.S. economy 

should continue to improve throughout the year but may grow at a slower pace than recently expected.  With this 

uncertainty, we should expect more equity market volatility, and it would not be surprising to see some sort of broad 

market pullback during the year.  If we get a significant market pullback, I will be looking for areas to make equity 

investments.   

 

On a tactical basis for portfolios, I continue to like the 1) international space, which has underperformed domestic equites 

for the last decade, 2) the value investing style and 3) small cap securities.  Strategically, I am continuing to focus on 

longer-term trends and maintaining diversified, balanced portfolios that are constructed in a manner that is consistent with 

clients’ risk tolerance and long-term goals and objectives.  
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