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Financial markets suffered from broad based declines 
during the first quarter of 2022 which intensified 
throughout April. While stock and bond prices declined in 
concert, commodity prices - energy in particular - soared, 
fueling existing inflationary pressures.  Through month-
end April, the S&P 500 Index of large U.S. companies 
stood down 12.9%, while the Bloomberg Aggregate Bond 
Index also fared poorly, giving up 9.50%.  Diversification 
across other asset classes offered no relief with emerging 
markets (-10.2%), international developed markets 
(-11.4%) and the Russell 2000 Index of small companies 
(-16.7%) all selling off1.

Look no further than an ongoing cocktail of disturbing 
headlines to appreciate the fear that has gripped markets. 
With Russia’s now-stalled invasion of Ukraine entering 
its third month, rising frustration and misinformation 
within Putin’s camp leave what must be acknowledged as 
a disturbing, nonzero chance of nuclear weapons being 
used. Domestically, consumer prices reported in April 
were up 8.5% from a year ago, the largest increase since 
1981.  The U.S. Federal Reserve has turned increasingly 
hawkish, after lifting the federal funds rate by a quarter 
percentage point in March and adding a 50-basis point 
increase at May’s just-completed Fed meeting.  The market 
expects another half point hike in June, though fears of a 
75-basis point increase have recently crept into interest 
rate futures. Another full percentage point in combined 
increases are expected during the four meetings in the 
second half of the year. As a result of these projected 
hikes, many now fear the Fed may inadvertently tip the 
economy into recession this year.  And these fears have 
continued to put pressure on the stock market.

While recession risks are real and undoubtably 
elevated, we find the data supporting them unconvincing 
so far. There remains, we believe, simply too much fiscal 
and monetary stimulus in the economic system. From 
pre-pandemic levels, U.S. households (who’s spending 
represents 70% of U.S. GDP) have increased their available 
cash by over 4 trillion dollars. April’s labor data, released 
last Friday, showed a firmer than expected gain of 428,000 
jobs, bringing unemployment very near a 50-year low of 

3.5%. Speaking of jobs, healthy wage inflation (though it 
should go higher in our view) has helped offset inflation’s 
pinch on consumer spending.  As the impact of Covid cases 
recede, a very strong re-opening tailwind should continue. 
Lastly, corporate earnings may also provide support. 
Through May 2nd, 80% of S&P 500 Q1 earnings reported 
so far according to Refinitiv have beaten expectations 
with an average year-over-year gain (excluding energy 
companies) of 4.4%. In sum, solid earnings and improving 
jobs data don’t support a recessionary outlook.

The biggest risks to our, albeit guarded, optimism: an 
overly aggressive Fed that kills growth in the name of 
taming inflation and continued escalation of the war 
and humanitarian crisis in Ukraine. Further sanctions – 
or worse outcomes – could disrupt economic activity 
in Europe and exacerbate agricultural or commodity 
shortages worldwide. Our concerns here are particularly 
strong regarding their impact on emerging markets which 
depend heavily on imports of both. Emerging markets 
– still experiencing a far more fragile recovery from the 
pandemic – also have historically fared poorly when U.S. 
rates rise, which tends to devalue their currencies and 
cause a host of related financial strains. 
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Index Total Returns

Quarter-
End Return 
(3/31/22)

YTD Return 
(4/30/22)

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 

-20.03
-6.34

-12.92
-8.73

-21.00
-11.64
-16.69
-11.38
-10.23
-8.58
-9.50
-8.22
-8.82
30.57

-9.04
-0.74
-4.60
-4.10
-8.95
-4.88
-7.53
-5.44
-5.25
-4.28
-5.93
-4.84
-6.23
25.45
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Current Portfolio Stance & Outlook

NorthLanding Financial Partners, Investment Direction Committee

We continue to focus on big economic data points and 
long-term time horizons while looking past the chilling 
news of 2022. There is a broader economic picture there 
which is not so bleak. The construction of all-weather 

NLFP Core Model Portfolios closed Q1 with results 
ranging from -4.4% to -5.64%. In April, the worst month that 
markets have seen since the onset of the pandemic, results 
worsened with models showing YTD losses by month-end 
ranging from -8.12% to -11.85%. With broad stock and 
fixed income indexes down 12.9% and 9.5% respectively, 
these results are not unusual, yet there are many dynamics 
under the surface of our current positioning that merit 
discussion1.

We’ve witnessed a strong rotation toward value and 
dividend stocks. Our exposure to which has partially 
mitigated the broader downturn. Our largest single equity 
fund position, Vanguard Value (VTV, -3.8% YTD, May 1st) 
has retreated much less than the S&P 500. In rising rate 
environs, value-style stocks have outperformed significantly, 
and many valuation measures see them as still inexpensive 
after trailing growth-style stock performance by about 5.3 
percentage points annually in the last 10 years.

Growth stocks, meanwhile, have struggled year-to-date 
with the Vanguard Growth Index (VUG) standing -21.8% 
through month-end. Over the last 7 years since introducing 
this holding into our models, portfolios still rest on large 
cumulative gains. Rising interest rates, though, may have 
altered the perception of how growth companies should 
be valued as well as investor patience with them. For 
example, over the last several months, quarterly earnings 
disappointments have sparked large downward revaluations 
of certain growth companies. Well known growth darlings 
such as Netflix (-60.7%), Amazon (-26.6%) and Meta 
Platforms (-34.3%) all endured large losses over the trailing 
year through last month-end.

In the equity portion of most model portfolios, our recent 
portfolio evaluation led to strategic adjustments reducing 
our exposure in growth stocks and increasing our already 
healthy position in value style equities. As part of these 
recent model adjustments, we also modestly reduced our 

portfolios, diversified at both asset class and risk factor 
levels will continue to allow us opportunities – with patience 
- even in exceptionally volatile periods such as this one.

weighting in emerging markets equity exposure, trimming it 
in favor of developed markets. 

In an unknown interest rate environment, with inflationary 
pressures, there is further risk to our bond holdings in core 
models, most notably in longer term bonds. We prefer to 
reduce duration risk, as it allows us to keep similar yields while 
dampening loss should rates rise further than anticipated. As 
such, 5-6% of most core model fixed income holdings were 
shifted from intermediate to shorter duration holdings. With 
a generally flat yield curve (a 2-year Treasury bond yields 2.6% 
as of this writing while a 10-year pays just 2.9%) portfolio 
income can be maintained with less rate sensitivity. Shorter 
duration bond components can also benefit from rising rates 
sooner as nearer maturities can be reinvested at higher rates. 

The -12.9% decline in the S&P 500 through April 30th 
represents the worst four-month start to a year since 1939. 
Legendary investor Warren Buffett was then just nine years 
old. But looking at the 10 worst starts ever shows that stocks 
tend to bounce the rest of the year, up 10% on average. Buffet 
recently quipped at his annual shareholder meeting in Omaha 
that “There’s no one’s market predictions we’re interested 
in… including our own.” So, the only prediction that we will 
make is that patience is the most important ingredient to 
long-term success during unsettling times. We will continue 
to preach it. And ensure that it can be rewarded over time 
through discipline and diversification across high-quality, 
low-cost investment portfolios.

We are, as always, deeply thankful and cognizant of the 
trust you have placed in us to steward your financial futures. 
Please contact your advisor for information regarding your 
current portfolio holdings, performance, or this most recent 
portfolio reallocation.

1. Investment index and NLFP portfolio performance data through 4/29/2022 is provided by Morningstar and 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 Refinitiv, Inc. All investment strategies including diversified asset allocation 
have risk. Past performance of our investment approach, and component holdings 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.
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