
In a quarter characterized by soaring inflation, surging oil 
prices, central bank tightening and war in Ukraine, global 
stocks and bonds declined. Despite a March rally, stocks 
were unable to overcome losses in January and February. 
Meanwhile, U.S. bonds logged their worst quarterly decline 
since 1980.

Despite gaining 3.71% in March, the S&P 500 Index fell 
nearly 5% for the first quarter, snapping a seven-quarter 
winning streak. All sectors posted negative quarterly returns 
except energy and utilities.

U.S. oil futures posted their biggest quarterly gain since 2008. 
Against this backdrop, the S&P 500 energy sector recorded 
its best quarter in history, gaining 39%.

Insight #3: Financial Gurus and Other Fantastic Creatures of our 
Evidence-Based Investing series explains why you’re also ill-advised 
to seek a pinch-hitting expert to compete for you.

In his Berkshire Hathaway 2017 Shareholders Letter, Warren Buffett 
described his take on investment “experts” when he wrote: “Perfor-
mance comes, performance goes. Fees never falter.” 

Instead, Buffett suggests, “Seizing the opportunities then offered 
does not require great intelligence, a degree in economics or a fa-
miliarity with every bit of Wall Street jargon. What investors then 
need instead is an ability to both disregard mob fears or enthusiasms 
and to focus on a few simple fundamentals.”

Group Intelligence Wins Again
As we covered in “You, the Market, and the Prices You Pay,” inde-
pendently thinking groups (like capital markets) are usually better 
at arriving at accurate answers than even the smartest individuals in 
the group. That’s in part because their wisdom is already bundled 
into prices, which adjust with fierce speed and relative accuracy to 
any new, unanticipated news. 

Thus, even experts who specialize in analyzing business, economic, 
geopolitical or any other market-related information face the same 
challenges you do if they try to beat the market by successfully 
predicting an uncertain reaction to unexpected news that is not yet 
known. For them too, particularly after costs, group intelligence 
remains a prohibitively tall hurdle to overcome.

The Proof Is in the Pudding
But maybe you know of an extraordinary stockbroker or fund 
manager or TV personality who strikes you as being among the elite 
few who can make the leap. Maybe they have a stellar track record, 
impeccable credentials, a secret sauce, or brand-name recognition. 
Should you turn to them for the latest market tips, instead of settling 
for “average” returns? 

Let’s set aside market theory for a moment and con-
sider what has actually been working. Bottom line, 
if investors who did their homework were able to 
depend on outperforming experts, we should expect 
to see credible evidence of it. 
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MSCI All Country World Index with selected headlines from Q4 2021
World Stock Market Performance
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These headlines are not offered to explain market returns. Instead, they serve as a reminder that investors should 
 view daily events from a long-term perspective and avoid making investment decisions based solely on the news.

Quarterly Market Review: First Quarter 2022 (continued from page 1)

U.S. inflation ended the quarter at 7.9% (year over year), a 
40-year-high. European inflation rose to a record 7.5%, while 
U.K. inflation hit a 30-year high of 6.2%.

The inflation backdrop prompted the Fed to raise rates for the 
first time in more than three years. The Bank of England lifted 
rates for the third time in four months. The European Central 
Bank left rates at 0% but indicated it may end its asset purchase 
program sooner than expected.

U.S. stocks fared much better than non-U.S. developed markets 
stocks in March and slightly better for the quarter. Emerging 
markets stocks underperformed their developed markets peers.

U.S. Treasury yields increased, most significantly among short-
er-maturity securities. Rising rates led to widespread losses for 
bonds.

Just as Covid begins to fade, in comes inflation and a war. Let’s 
start by looking back on the first few months of 2022, when 
equity markets took a tumble. The U.S. Total Stock Market 
Index fell by 13% by early mid-March, however by late March 
it had recovered most of the loss and ended down 5.28%. In 
contrast, bond yields rose steadily during the first quarter with 
the 10-year Treasury yield rising close to 2.5% by the end of 
the quarter compared to a yield of 1.51% at the start of the 

year. The steady climb has yet to cede with the 10-year Treasury 
currently yielding 2.79%.

In early 2022, the world was hit with another shock – Russia’s 
brutal invasion of Ukraine. The major impact for the U.S. will 
be via higher energy prices as Russia is a major global supplier 
of oil and natural gas. However, U.S. households’ consumption 
of energy has been declining for years and as of February 2022, 
accounted for only 4% of consumer spending. In addition, 
the growth in U.S. Shale oil in recent years has made the U.S. 
essentially self-sufficient in oil. CONTINUED ON PAGE 3
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The Omicron variant of Covid-19 appears to have slowed the 
economy in the first quarter of 2022. However, strong growth 
is expected in the second quarter spurred by robust consumer 
spending and business spending. Some Economists are predicting 
a real GDP growth of 3% or less, on a year-over-year basis by the 
fourth quarter of 2022, with growth slowing further to about a 
2% pace in 2023.

Inflation heated up significantly over the past year as surging 
consumer spending, fueled by fiscal stimulus, collided with supply 
shortages across major sectors of the economy. The has been 
amplified by many sectors recovering from pandemic lows. Russia’s 
invasion of Ukraine and China’s “zero-COVID” policy have also 
extended supply chain issues. We hope to see an end of some supply 

chain issues by the end of 2022. The longer inflation persists year-
over-year throughout 2022 and 2023 above the Federal Reserve 
(Fed) target 2%, expect major implications for monetary policy.

An improving labor market and persistent inflation pushed the Fed 
to increase the federal funds rate by 0.25% in March and signal 
rate increases in each of the remaining six meetings in 2022. They 
also announced a plan to reduce their enormous bond holdings. 
These moves should soften home-building and capital spending in 
2023. Current data suggest that the Fed will go through with their 
rate increases throughout 2022. The impact of monetary policy 
on economic activity tends to lag and if economic momentum 
slows this year, the Fed risks a potential recession in 2023.   

Although U.S. stocks advanced in 
March, all major size and style catego-
ries declined year to date.

Large-cap stocks outperformed small-
cap stocks in March. Year to date, the 
broad large-and small-cap indices were 
down sharply, with small caps under-
performing large caps. 

Style results were mixed in March, with 
growth outperforming value among 
large caps and value outperforming 
in the small-cap space. Year to date, 
growth-stock declines were much more 
severe than value-style losses.

International developed markets stocks 
advanced in March but declined for the 
year-to-date period. 

Large caps outperformed small caps 
in March. Declines among small-cap 
stocks were larger than they were 
among large caps year to date. 

There was little difference in style per-
formance in March. Year to date, large-
cap value stocks advanced nearly 3%, 
while large-cap growth stocks declined 
almost 11%. Small-cap growth stocks 
posted much steeper declines than 
small-cap value stocks. 

The broad emerging markets stock 
index declined in March and for the 
year-to-date period.

Small caps rallied in March and out-
performed large-caps, which declined. 
Small- and large-cap stocks retreated 
year-to-date, with large caps posting 
greater losses than small caps.

Large-cap growth and value stocks 
declined in March, while small-cap 
growth and value stocks advanced. 
Year-to-date, growth and value stocks 
declined across sizes, with the value 
style fairing better than the growth 
style.

Data as of 03/31/2022. Performance in USD. Past performance is no guarantee of future results. Source: FactSet.U.S. Equity, 
International Developed Markets and Emerging Markets Equity style boxes are represented by Russell, MSCI  
World ex USA and MSCI Emerging Markets indices, respectively.
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Fixed Income

Soaring inflation and a hawkish Fed drove U.S. Treasury yields 
sharply higher. U.S. bond returns were negative in March and 
for the first quarter. 

The Bloomberg U.S. Aggregate Bond Index declined nearly 3% 
in March, pushing the index down almost 6% for the first quar-
ter. Treasuries, corporate bonds and mortgage-backed securities 
retreated for the month and quarter. 

The yield on the 10-year U.S. Treasury note rose to 2.34% by 
the end of March, an 83 bps jump from December 31. The 
two-year Treasury yield rose 161 bps to 2.34%, matching the 
10-year yield and triggering worries about yield curve inversion. 

Annual headline inflation jumped to 7.9% in February, a 40-
year high. Rising energy and used car prices largely accounted 
for the gain. 

At its March policy meeting, the Fed lifted rates 25 bps, the first 
Fed rate hike since December 2018. At quarter-end, fed futures 
contracts signaled a 71% probability of a 50-bps rate hike in 
May. The last time the Fed hiked by 50 bps was in May 2000. 

Municipal bond (muni) yields also rose, and munis underper-
formed Treasuries in March and for the quarter.

Amid surging inflation, the 10-year inflation breakeven rate hit 
a record high in March. Although TIPS declined along with the 
broad Treasury market, they outperformed nominal Treasuries.

Not only is such data lacking, the body of evidence to the contrary 
is overwhelming. Star performers – “active managers” – often fail 
to survive, let alone persistently beat comparable market returns. 

To cite one of many sources, Morningstar publishes a semiannual 
Active/Passive Barometer report, comparing actively managed funds 
to their passively managed peers. In its most recent, February 2019 
report, Morningstar found: “In general, actively managed funds have 

failed to survive and beat their benchmarks, especially over longer 
time horizons; only 24% of all active funds topped their average 
passive rival over the 10-year period ended December 2018.” 

Across the decades and around the world, a multitude of academic 
studies have scrutinized active manager performance and consistently 
found it lacking. We won’t cite them all here, but we would be happy 
to forward one or two if you like.

Evidence-Based Investment Insights: First Quarter 2022 (continued from page 1)

Your Take-Home 
So far, we’ve been assessing some of the investment foes you face. The good news is, there is a way to invest that enables you to nimbly 
sidestep rather than face such formidable foes, and simply let the market do what it does best on your behalf. Next up, we’ll begin to in-
troduce you to the strategies involved, and your many financial friends. Next Insight, an exploration of what some have called the closest 
you’ll find to an investment free lunch: Diversification.
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Legal Trusts – What You Need to Know
What exactly is legal trust? And how do they work?
Trusts are a powerful legal instrument in Estate Planning and 
when properly set up can provide a number of benefits. Not 
only can Trusts help you establish future financial support for 
your loved ones, they can also give you peace of mind about 
your own financial affairs. That being said, there are a few steps 
that go into creating legal Trusts that you must keep in mind.

Because Trusts are legal entities, the creation process involves spe-
cific requirements. These rules are in place to ensure the Trust has 
been properly established and registered according to state laws.

A legal Trust is an entity that has been created through a Certif-
icate of Trust or Trust Agreement, properly funded with assets, 
and registered with the appropriate office in the state it is incor-
porated. Legal Trusts are sometimes referred to as valid Trusts. 

Legal Trusts can also minimize tax obligations and allow families 
to pass more wealth onto future generations. This is because assets 
within a Trust are taxed as a step-up in basis, as opposed to a 
typical cost basis.  Further, Trusts allow assets to avoid probate 
and are therefore exempt from the same type of Estate taxes that 
would apply to the rest of the Settlor’s assets.

What are the Requirements for a Trust to be Valid?
There are a few requirements for a Trust to be valid, but luckily 
they are relatively straightforward. By working with an experi-
enced Estate Planning lawyer you can ensure your Trust creation 
documents are created and registered properly. Here are the 
requirements for a legal Trust:

•  There must be clear intent to create a Trust by the Settlor.

•  The Settlor must own property or assets to be transferred to 
the Trust at the time of its creation.

•  The trust must be created for legal purposes. For example, 
the Trust cannot be used to shield property from creditors 
or illicit illegal activities.

•  The creation documents, called a Deed of Settlement or 
Declaration of Trust, must identify the subject matter and 
assets for the Trust.

•  The beneficiaries must be clearly named in the founding 
documents.

•  The creation documents must state rights and duties for the 
Trustee, or person managing the assets in the Trust.

•  Property or assets must be legally transferred to the Trust, 
where they are managed by the Trustee (This process is 
sometimes called “delivery”).

•  The Trust must be validly executed according to state law. 
This could include formalizing the transfer of assets in writ-
ing or registering the Trust with the state.

Trust Registration by State – Does a Trust Have to 
Be Registered With the State?
Many laws on Estate Planning are passed on a state level, meaning 
the requirements for a legal Trust will vary depending on where 
you live. Currently there are six states where Trusts have to be 
registered with the state: 

Alaska, Hawaii, Michigan, Idaho, Missouri, North Dakota

Within these states, the process of registration allows the state 
to preside over disputes involving the Trust, should any arise. 
Registration does not, however, allow the court to preside over 
the management of the Trust. Registering a Trust is typically as 
simple as filing a statement with the appropriate court. 

Note that a few other states, namely Florida, Maine, Nebraska, 
and Colorado, also have laws concerning the registration of Trusts. 
However, in these states there is not a mandatory registration 
process. A Trust should only be registered in one state at a time.

How Should I Store My Legal Trust Document?
You should store your legal Trust documents in a safe place, such 
as a safety deposit box or fireproof safe. These documents can be 
stored alongside your Will and Power of Attorney documents. 

It’s important that someone, typically a spouse or Successor 
Trustee, knows where the original documents are. If they are kept 
in a safe or other locked area, write down or share the passcode. 
This is crucial to ensure they are able to promptly execute the 
instructions and distribute assets and property. 

It is becoming more popular to store Trust documents and other 
Estate Planning paperwork online, but the original documents 
must be printed and signed. For this reason, it is still important 
to think about where to keep the physical papers even if you 
have digital files.

Estate Planning 101



To Summarize
Establishing a legal Trust is a great way to protect your finances, 
preserve your legacy, and provide for your loved ones. There 
are various types of Trusts that can help accomplish your Estate 
Planning goals, but they all have one thing in common: the cor-
rect steps must be taken to ensure the Trust is valid and funded.

The process of creating a legal Trust does not have to be com-
plicated, in fact the most difficult part is deciding the right 
arrangement for your finances and loved ones. From there, our 
team can help walk you through each step, from formalizing your 
Trust documents to long-term storage. Reach out to us today to 
learn more about our services.

262.348.9981 • Voyager-capital.com
Lake Geneva, WI • Brookfield, WI

Estate Planning (continued from page 5)

Memorial Day 5/30

Independence Day 7/04

Labor Day 9/05

Thanksgiving 11/24-25

Christmas Day (observed) 12/26

Holiday Calendar

Trusts are commonly used in Estate Planning to designate funds 
or assets for one’s children, family members, or other loved ones. 
With a tax-forward setup and proper validation, Trusts can provide 
you with numerous benefits. Always cite state laws when creating 
legal Trusts and determine a safe place to keep your founding 
documents. These steps will help ensure your efforts are not 
wasted and provide you with peace of mind for years to come.

This article has been provided to us by Trust&Will. Voyager has 
partnered with Trust&Will for clients that want to learn more 
about estate planning and to help them complete their own estate 
planning. Contact us to learn more about Trust&Will and about 
the Voyager discount.

Scan the  
QR code to access  

our newsletter online.

Real Financial Planning is not about being right today, 
it’s about being less wrong tomorrow.

It’s the course corrections over time that allow us to 
narrow in the potential range of outcomes and reach our 
goal. Real Financial Planning is a process, not an event.


