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What a difference a year makes. In the fall of 2021, 
risky assets had surged in price for 18 months from 
2020 Covid-panic lows, the benchmark 10-year Treasury 
yield hovered below 1.5%, and brazen cryptocurrency 
advertising widely proclaimed that “Fortune Favors the 
Brave.” In the year since, the “brave” have been trampled 
with many popular, speculative assets hemorrhaging 
between 50% - 90% of their value. 

In 2022’s third quarter, challenges abounded for 
financial markets in the U.S. and around the world. The 
S&P 500 – our preferred measure of large domestic 
companies – ended down 4.9% for the quarter, despite 
at one point in early August sporting a quarterly gain of 
more than 11%. The S&P ended September with a clunk, 
bringing its total return solidly into bear market territory 
(-23.9% YTD). Diversifying into other market segments 
provided no shelter with the MSCI EAFE International 
Index bleeding 26.5%, emerging markets indices down 
23.8%, and the publicly traded domestic REIT index losing 
28.9%. I wish we could skip our customary mention of 
fixed income markets, as the Bloomberg U.S. Aggregate 
Bond Index posted its worst performance in the 45 years 
since tracking of its data began. It shed 14.6% through 
9/30/22 as interest rates spiked higher. Using a longer, 
historical bond market data set provided from New York 
University’s Stern school, shows there had not been a 
double-digit decline in bonds as a broad asset class since 
1931, when they fell by 15%.

In short, an evenly balanced portfolio of stocks and 
bonds would have dropped approximately 20% through 
September’s end, marking an all-time struggle of portfolio 
diversification. So, what are the primary causes of this 
performance? September’s Personal Consumption 
Expenditure (PCE) data read tells you much you need 
to know. The Federal Reserve’s preferred measure of 
inflation, the PCE (excluding more volatile food and energy 
prices) rose 0.6% month-over-month, corresponding to 
an 7.2% annualized rate. That stubbornly high core rate 
is what sends a chill down the Federal Reserve’s spine. 
Their resulting, unprecedented rate-hiking campaign 

to fight inflation slows the economy and will likely dent 
corporate earnings. The question we and all investors have 
been grappling with remains: can the Fed manage to kill 
inflation without inciting a deep recession?

We simply don’t know, and clearly, the market doesn’t 
either. Take for example, price action from Thursday, 
October 13th: the S&P 500 opened down more than 2% 
versus its prior day’s close only to see a wave of buying 
that pushed it up for the day, by more than 2% (2.6% 
in fact.) Days presenting such +4% intraday reversals 
are exceptionally rare (only 4 of them have occurred 
since 1993.) Persistent macroeconomic ambiguity and 
interest rate policy uncertainty will ripple through the 
world economy and may continue to create large market 
swings. Against the backdrop of another contentious 
U.S. election season and darkening prospects for any 
resolution in Ukraine, markets may struggle to find clear 
direction for several more months. In the midst of such 
turmoil, investors can only control the controllables. And 
that we will help you to do. Here are a few to consider: 
First, measure your cash flow needs and ensure you have 
a minimum of 6 - 12 months of expenditures siloed in 
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Index Total Returns

Quarter-
End Return 
(9/30/22)

2022
YTD Return 
(9/30/22)

Russell 1000 Growth
Russell 1000 Value
S&P 500 Composite
DJ Industrial Average
NASDAQ Composite
S&P MidCap 400 
Russell 2000
MSCI All Country Ex USA
FTSE Emerging Markets
MSCI US REIT
Bloomberg US Agg Bond
Bloomberg US Corp. High Yield
Bloomberg Municipal 
Bloomberg Commodity Index 

-30.66
-17.75
-23.87
-19.72
-32.00
-21.52
-25.10
-26.50
-23.75
-28.86
-14.61
-14.74
-12.13
12.42

-3.60
-5.62
-4.88
-6.17
-3.91
-2.46
-2.19
-9.91

-10.28
-10.28
-4.75
-0.65
-3.46
-4.75
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Current Portfolio Stance & Outlook
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short-term, interest-bearing investments. This storm, 
too, shall pass - yet it’s only possible to hold and add to 
durable, high-quality investments if the cash flow in your 
personal economy allows for it. Second, take advantage of 
the opportunities higher interest rates afford. Recently the 
2-year Treasury bond paid 4.5% and money market rates 
approached 3.0%, offering at least a modest offset against 
current inflation. Meanwhile national average interest rates 
on bank and credit union deposits languished at 0.16% as 
of October 12th. Your local bank may be slow to point this 
out, but we won’t be. Investing in U.S. Series I Bonds (albeit 
with modest $10,000 limits) and avoiding usage of variable 
rate loans such as home equity lines of credit are additional 

NLFP Core Model Portfolios closed Q3 with results 
ranging from -14.9% to -24.1%, YTD, reflecting broad index 
declines in both stocks and bonds. As we mentioned at the 
outset, during the reversal in market fortunes between 
mid-June and mid-August the S&P had rallied 17.7% before 
falling back to make recent new lows for the year. That bear 
market rally and the length and breadth of declines in both 
stock and bond markets has been trying for even seasoned 
investors.

It’s an investing truth that the rearview mirror is always 
clearer than the windshield. Fund flows show investors 
are looking at the former: Barclays estimated that $68 
billion has flowed out of taxable bond funds in the last 
year with intensifying pace, yet bond arithmetic is now far 
more favorable for future returns than in 2021, when bond 
inflows exceed $200 billion! The Bloomberg Aggregate 
Bond Index, trading at a 12% discount to par and now 
yielding over 4% represents very reasonable investor 
value. Historic bond market volatility has also created a 
compelling case for short-term bonds with yields that are 
now comparable to long-term bonds, with significantly less 
duration risk. Here our anchor position, the Lord Abbett 

steps to efficiently batten down the financial hatches and 
benefit from this year’s rapid change in financial conditions. 

While there is much we don’t know about the near-term 
economic future, it’s certain that soothsayers offering 
expensive and opaque alternative investments and their 
cousins, the doomsayers will find ample oxygen in financial 
media, luring many away from evidenced-based investment 
disciplines. Remain methodical and mindful that their 
economic predictions will tell you much more about them 
than about what will happen next in the economy or markets. 
Restraint may be essential to navigating the balance of the 
year and months ahead. 

Short Duration Income Fund (LLDYX, -5.89% YTD) sports a 
4.1% yield, with an effective average maturity of just over 2 
years.

In recent days we have continued to shape model 
portfolios to gird them for difficult times that could lie 
ahead. Research has found that historically, periods of 
real interest rate increases have favored high-quality 
domestic value and international equities. As valuations fall, 
opportunities abound with 4th quarter portfolio rebalancing 
and reallocation allowing additions to our largest and highest 
conviction equity holdings, Vanguard Value Index (VTV, 
-9.82%2) and iShares Core MSCI EAFE (IEFA, -25.72). 

With our own money invested alongside you, know our 
interests are aligned, and the conviction we share is more 
than just words. Our portfolios are positioned to ride 
through and rebound from today’s fear and turmoil. We are, 
as always, deeply thankful, and cognizant of the trust you 
have placed in us to steward your financial future. Please 
contact your advisor for information regarding your current 
portfolio holdings, performance, or our fourth quarter 
portfolio reallocation.

1. Investment index and NLFP portfolio performance data through 9/30/2022 is provided by Morningstar and are believed 
to be accurate as of the date of this publication, gross of any advisory fees. Other sources include the Wall St. Journal, 
Federal Reserve Economic Data (FRED) and Bankrate.com. All investment strategies including diversified asset allocation 
have risk. Past performance of our investment approach does not guarantee future results. Advisory services are offered 
through NorthLanding Financial Partners, LLC, (“NLFP”) Registered Investment Advisor. While all data is believed to be 
from reliable sources, accuracy and completeness are not guaranteed. 2. Through 10/18/2022
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