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A look back: Market scorecard

Q1 2022: Volatility and commodities surge
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Source: FactSet SPAR, March 31, 2022. Indices used are S&P 500, MSCI EAFE (net), MSCI Emerging Markets (net), Bloomberg US Agg Long-Term Treasury Total Return Index, Bloomberg 
Intermediate US Govt/Credit Total Return Index, BofA Merrill Lynch High Yield Master Index, Bloomberg Commodity Index, Bloomberg Brent Crude Oil Total Return and Bloomberg Gold 
Subindex Total Return.
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After three strong years, equity returns 
were negative in the first quarter. The 

Fed’s shift to inflation-fighting and rate 
hikes was a pervasive concern. 

Bond yields rose and credit spreads 
widened, producing negative returns 

across the fixed income markets.

Sparked by Russia’s invasion of 
Ukraine, commodity prices continued 

to soar.  

Total returns as of March 31, 2022
Year-to-Date Trailing 1-year Trailing 3-year

Stocks

US -4.6% 15.7% 18.9%

Developed International -5.9% 1.2% 7.8%

Emerging Markets -7.0% -11.4% 4.9%

Bonds

Long-Term Treasuries -10.6% -1.4% 3.3%

Intermediate Govt/Corp -4.5% -4.1% 1.5%

Corporate High-Yield -4.8% -0.7% 4.6%

Commodities

Bloomberg Commodity Index 25.6% 49.3% 16.1%

Oil (Brent) 43.6% 92.9% 20.8%

Gold 6.6% 13.1% 13.0%



Investment themes

• Based on the expected impact of Russia’s invasion of Ukraine, we have marked down our 
economic growth expectations for 2022. 

• The jolt to commodity prices will put further upward pressure on inflation in the near term. We 
expect the Federal Reserve (Fed) will proceed with a series of rate hikes—perhaps through 
next year—to address stubbornly high inflation. 

• Bond yields will probably continue to move higher over the course of the year, triggered by 
inflationary pressures and the Fed’s likely shrinking of its balance sheet.

• We expect periods of chronic volatility in equity markets, much like the first quarter. Our base 
case remains that corporate earnings will post respectable growth, and we believe stocks can 
struggle higher from current levels and ultimately outperform fixed income returns.

• The Russia-Ukraine conflict will have important economic and market implications. However, it 
is important to focus on other fundamental factors in charting a course for markets in the 
months ahead.
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“All-in” compensation is tracking ahead of inflation

US economy
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Faster inflation, slower growth

Q2 2022

Source: US Bureau of Labor Statistics, as of March 31, 2022.

• A strong job market continues to support the economic 
expansion. However, recent events have caused us to reduce 
our growth forecast for the year. These include:
̶ persistently high inflation,
̶ an accelerated pace of interest rate hikes by the Fed, and
̶ a steep decline in consumer confidence, perhaps presaging 

a spending slowdown.

• The economy clearly faces headwinds and increased 
uncertainty. However, there is a large reservoir of savings 
left over from pandemic relief to mitigate the impact of 
inflation,* and the combination of strong employment 
gains and rising wages also suggests that a recession is 
not likely in the next 12 months. Instead, we expect a year 
of subdued growth in the 2.0%-2.5% range. 

• Russia’s invasion of Ukraine complicates the economic 
outlook. The jolt to commodity prices that occurred makes 
higher inflation likely in the short term. But the “tax increase 
effect” of higher commodity prices is likely to slow economic 
activity later in the year. A recent analysis suggested that the 
average US household will need to spend an extra $5,200 on 
necessities this year compared to last year.*

*Source: Bloomberg Economics, as of March 28, 2022.

Annual growth in weekly payrolls (incorporates job growth, wage growth, 
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Global economy
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Turbulent times

Q2 2022

Source: Bloomberg, China National Bureau of Statistics, as of February 28, 2022. The index 
measures aggregate business activity for land and real estate. Figures above 100 indicate 
economic growth, and readings below 100 indicate a slowdown.

• Russia’s invasion of Ukraine has poured fuel on fires that 
were already burning: higher commodity prices, supply 
chain disruptions, and rising skepticism about the benefits 
of economic globalization.

• The conflict is a “known unknown”—on everyone’s radar 
screen, but with an unpredictable outcome. The longer the 
conflict persists, the higher the risk that the issues listed 
above cause a meaningful slowing in global economic and 
corporate profits growth. A further flareup, and resultant 
additional spike in commodity prices, could spark 
recessions in regions around the world.

• This is proving to be a challenging year for China. 
Economic growth has slowed, and the country’s 
biggest COVID surge yet may lead to further 
weakness. Conditions in the real estate market have 
deteriorated, and credit stresses have increased. On 
the other hand, the government has more flexibility to 
employ stimulus, as China’s core inflation rate hovers 
near 1%.
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Russia-Ukraine war: A conflict reshaping the world 
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What could be the near- and long-term implications? 

Q2 2022

Potential near-term implications

• Europe may experience an increased economic and human 
toll as it takes in almost four million Ukrainian refugees.*

• Higher energy and commodity prices could act as a drag 
across developed and developing economies, resulting in 
slower economic growth.

• An interruption to shipping routes, both land and sea, could 
exacerbate the strain on global supply chains. 

• Emerging market economies in Asia and the Middle East are 
highly dependent on imports of oil, gas and agricultural  
products from Ukraine and Russia. Supply and food chains 
in some emerging markets may be further strained.

• Europe could move more quickly away from Russian energy 
dependence, shifting towards the West for imports.

Potential long-term implications

• The North Atlantic Treaty Organization (NATO) may 
strengthen, and defense spending could increase for years 
to come

• Reconstruction of Ukrainian infrastructure could take 
years—Ukraine already requested $1.4 billion in 
emergency financing.**

• The US may increase natural gas exports to the European 
Union (EU) as the EU shifts away from Russian gas.

• The transition from fossil fuels to renewable energy is likely 
to accelerate across the globe due to higher energy costs.

• Deglobalization: Companies could shift production and 
suppliers closer to home after disruptions from COVID and 
the Russian invasion.

• Germany may take a more forceful leadership role in the 
EU, producing a cohesive bloc in dealing with the US and 
China on trade issues***

Source: CIBC Private Wealth, Financial Times, Chatham House Research, Brookings Institute, The Wall Street Journal. 
*United Nations. **International Monetary Fund. ***The Wall Street Journal. 



Yield curves and recessions

Yield curve
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Canary in the coal mine?

Q2 2022

• The yield difference between long- and short-term 
Treasuries, also known as the “yield curve,” is approaching 
levels typically associated with recessions. 

• The current shape of a 10-year/two-year curve is  
indeed very flat. The Federal Open Market  
Committee’s call for higher rates through 2024 has 
pushed short-term Treasury yields higher in kind. 
Yields for two-year Treasury notes increased by      
over two percentage points since the end of  
September 2021.

• Longer-term yields contain some information on the likely 
path for the Fed, but also include market expectations for 
growth and inflation. The Fed’s act of slowing demand and 
constraining inflation reduces some of the yield premium 
embedded in longer-term Treasuries. 

• The 10-year/two-year curve lost some predictive power in 
recent years due to the Fed’s increased ownership of 
longer-term Treasuries. We believe other parts of the curve 
tell a more positive story. At a minimum, the 10-year/two-
year curve is an early indicator of growth deceleration.  

Source: Bloomberg, March 28, 2022.

10-year minus two-year yield

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

1980 1985 1990 1995 2000 2005 2010 2015 2020

Yi
el

d 
di

ffe
re

nc
e 

%

Recession Yield Curve



Credit markets
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Financial constraints emerge

Q2 2022

Source: Bloomberg Intermediate US Govt/Credit Total Return Index, as of March 28, 2022.

• Market anticipation for Fed tightening has been building 
since September of 2021.

• The increase in expected short-term yields had been 
passed along to mortgage rates and corporate borrowing 
rates well before the first Fed rate hike in March.  

• Borrowing costs for higher-quality US corporations 
are close to one percentage point above the average 
following the Great Recession and approaching the 
high of the previous expansion.

• The increased cost of borrowing should be a headwind 
for capital spending and mortgage origination, 
contributing to a deceleration in growth later in 2022.
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• While the conflict in Ukraine has taken center stage, 
persistently high global inflation remains a formidable 
challenge for the world’s central banks. There are multiple 
strategies central banks can employ to tame higher 
inflation; however, all typically come at a cost to investors.    

• The US Federal Reserve took its initial step of raising 
interest rates to reduce the strongest inflationary forces 
since the early 1980s. 

• The pace of rate hikes has historically influenced 
performance of the broader equity market.   
Consensus expectations are for a reasonably swift 
pace of increases (“fast tightening” in the chart), 
which may constrain equity market performance. 
While this may be a limiting factor for equities, the 
challenge to traditional fixed income instruments is 
more pronounced.      

• Equities can provide some degree of an inflation hedge as 
individual companies pass along higher prices to their 
customers and as those higher prices become reflected in 
company revenue and earnings. As inflation began to 
percolate last year, companies raised prices further to 
offset those higher input costs. 

US equities
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The Fed has become a headwind for stocks

Q2 2022

Stocks prefer a slow and steady Fed
Performance of S&P 500 around beginning of tightening cycles 
since 1950
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Source: Bloomberg, FactSet, UBS, as of January 31, 2022. Slow tightening = cycles when the 
Fed raises rates over a span of time and/or does not hike rates during consecutive months or 
FOMC meetings. Fast tightening = cycles when the Fed raises rates during consecutive months 
or FOMC meetings. 



• Corporate earnings estimates continue to nudge higher. 
However, several challenges have emerged, including the 
Russia-Ukraine conflict, higher inflation and a still-
struggling global supply chain. Profit projections are likely 
to come under pressure for the balance of 2022, 
remaining in positive territory but slower than we’d hoped 
at the beginning of the year.     

• The first-quarter decline in equity returns (dark red 
line) occurred despite rising earnings expectations 
(gray line). That is because valuations declined (black 
line). Higher levels of inflation and rising interest 
rates typically weigh on the multiple of earnings 
(price-to-earnings ratio) investors assign to stocks.

• Our cautionary note in January to expect “less return and 
more volatility” certainly played out in the first quarter. 
Volatility is likely to persist, driven by Fed actions and the 
Russia-Ukraine conflict. It is a challenging environment for 
the equity market, and tail risks have risen. But valuations 
are more reasonable, earnings should grow, and we 
continue to believe that equities remain a more attractive 
asset class than fixed income.      

US equities
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Cross currents: earnings rising, valuations falling

Q2 2022

Earnings up, valuations down

Source: Standard & Poor’s, Refinitiv, FactSet, Credit Suisse, as of March 31, 2022.
NTM = Next twelve months. *Price return only. 
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Asset class views—portfolio strategy 

11FOR PUBLIC USE

Recommended portfolio
strategy allocation: 

Moderate risk profile

Q2 2022

Global equities—neutral
US Equities: High inflation, geopolitical tensions and a more aggressive Fed policy shift has put increased 
pressure on US equities. Equity volatility increased at the beginning of 2022, while expectations for earnings 
growth have been adjusted lower. We still see equities higher in 2022 but at a much more moderate pace relative 
to the past two years.

International Developed Equities: Rising commodity prices and greater dependance on energy imported from 
Russia could have a greater economic impact on Europe vs. the US. Inflation concerns were already high prior to 
the conflict. The European Central Bank is expected to adjust monetary policy later this year and begin a series 
of rate hikes.

Emerging Markets: Emerging market equites remain under pressure. New COVID-19 outbreaks in China 
resulted in full lockdowns of cities, impacting economic activity. The Russia-Ukraine conflict also impacted 
developing economies due to their tight trade ties in energy, agriculture and technology. 

Fixed income and cash—underweight
Core Fixed Income: Tighter Fed policy and persistent higher inflation put upward pressure on yields. The yield 
curve flattened, suggesting a recession signal from the bond market. We see a grind higher for rates in 2022.

High Yield: High-yield spreads to Treasuries have begun to widen. Concerns over economic growth, credit 
quality and an overall risk-off sentiment is top of mind for investors. A more aggressive Fed tightening cycle could 
continue to put pressure on high-yield credit. Expected default rates remain relatively low.

Real assets and alternatives—overweight
MLPs: Production and energy demand is expected to remain firm in 2022. Free cash flow yields remain 
attractive, and balance sheets are strong. Natural gas and oil production rates are expected to increase as a 
result of the Ukraine conflict. With inflation elevated, the sector can benefit from the ability to adjust pricing.

Real Estate: With economic activity continuing to improve, demand for hotel, apartment and storage space 
remains stable. Coldwell Banker Richard Ellis (CBRE) expects office leasing to pick up in 2022. Mobility 
increased since the beginning of 2022 as restrictions related to COVID have relaxed.

Alternatives: Elevated uncertainty, volatility and expectations for moderate returns from traditional assets favor   
lower-correlated, diversified hedge fund strategies. We believe opportunistic strategies are attractive in the    
current environment.



CIBC Private Wealth Management includes CIBC National Trust Company (a limited-purpose national trust company), CIBC Delaware Trust Company (a Delaware limited-purpose trust company), CIBC Private Wealth Advisors, Inc. (a
registered investment adviser)—all of which are wholly owned subsidiaries of CIBC Private Wealth Group, LLC—and the private banking division of CIBC Bank USA. All of these entities are wholly owned subsidiaries of Canadian Imperial
Bank of Commerce.

This document is intended for informational purposes only, and the material presented should not be construed as an offer or recommendation to buy or sell any security. Concepts expressed are current as of the date of this document only
and may change without notice. Such concepts are the opinions of our investment professionals, many of whom are Chartered Financial Analyst® (CFA®) charterholders or CERTIFIED FINANCIAL PLANNER™ professionals. Certified
Financial Planner Board of Standards Inc. owns the certification marks CFP® and CERTIFIED FINANCIAL PLANNER™ in the U.S.

There is no guarantee that these views will come to pass. Past performance does not guarantee future comparable results. The tax information contained herein is general and for informational purposes only. CIBC Private Wealth
Management does not provide legal or tax advice, and the information contained herein should only be used in consultation with your legal, accounting and tax advisers. To the extent that information contained herein is derived from third-
party sources, although we believe the sources to be reliable, we cannot guarantee their accuracy. The CIBC logo is a registered trademark of CIBC, used under license. Approved 2361-22.

Investment Products Offered are Not FDIC-Insured, May Lose Value and are Not Bank Guaranteed.

CIBC Private Wealth Management’s Asset Allocation Committee recommendations express our views on directional portfolio shifts driven by an assessment of relative risk and reward and do not take into consideration individual suitability
requirements. At CIBC Private Wealth Management, asset allocation may be customized for each client, so a client’s particular portfolio allocation may not follow these recommendations. Some recommendations referenced may not be
appropriate for your specific situation, so you should consult with your financial advisor regarding your unique circumstances.
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