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Rocky Start to 2022 Marked by War and Inflation

• During Q1, First Fiduciary initiated positions in Texas Instruments, the world’s largest 

manufacturer of analog semiconductors.

• Inflation concerns heightened by Russia’s invasion of Ukraine spooked financial markets 

and increased volatility.

HIGHLIGHTS

Just as the world seemed to be pushing past the economic and societal impacts of the COVID-19 

pandemic, Russia’s invasion of Ukraine sent global markets into a tailspin. The financial response, in the 

form of sanctions, to Russia’s invasion was swift, broad-based, and led to a rapid increase in energy 

prices. Additionally, the tapering of Federal Reserve stimulus, first outlined in November of 2021, had a 

hawkish impact on interest rates. A perfect storm of rising prices and interest rates resulted in the 

highest Consumer Price Index (CPI) reading in over 40 years. With that as a backdrop, it should be no 

surprise that US stock markets, as measured by the S&P 500, fell in the first quarter of 2022. Our 

portfolios of high-quality industry leaders were not immune to the weakness, falling commensurately. 

In particular, our positions in Lowe’s Companies (LOW) detracted from first quarter performance. 

Lowe’s, a big COVID-19 beneficiary, underperformed as rising mortgage rates impaired investor 

expectations for the residential real estate market. In our view, the US housing market remains 

significantly undersupplied, and LOW should be a long-term winner in client portfolios.

In mid-March, the Federal Reserve approved its first interest rate hike in over three years and 

announced intentions to continue raising rates further throughout the year. In response, the yield on 

the 10-year Treasury increased to 2.33% from 1.51% at the end of 2021. The Russian invasion of 

Ukraine had a major impact on oil markets, with the price of WTI crude skyrocketing to $123 per barrel 

shortly after the invasion. Crude finished the quarter at $100 per barrel, up 33% from the end of 2021.

During the quarter, First Fiduciary initiated positions in Texas Instruments (TXN), the world’s largest 

manufacturer of semiconductors for analog devices, with annual sales exceeding $19 billion. The 

company’s chips are used to collect and process data in the “real world”, for measurements such as 

sound, temperature, and pressure. Since the company announced a large, multi-year investment in 

new capacity, TXN shares have underperformed. Semiconductor manufacturing is a cyclical industry, 

and investors fear the new capacity will lead to lower realized pricing. In our view, TXN management 

has a long and established history of shareholder-friendly capital allocation. We believe the company 

can earn a more than sufficient return on their investment. As the global economy becomes more 

chip-intensive in areas such as automotive production and the industrial “internet of things,” Texas 

Instruments should benefit. 

Rising inflation remains the central threat to long-term investors’ ability to grow their purchasing 

power over time. We continue to think the best way to overcome the negative impact of rapid inflation 

is the ownership of well-capitalized businesses with pricing power that return cash to shareholders in 

the form of dividends. We believe a portfolio of attractively valued companies with the ability to raise 

prices higher than inflation, without losing customers, is powerful in any market environment. We 

continue to look for opportunities to add to our stable of resilient companies. 
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