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Financial Market Commentary: 1st Quarter 2022 (January through March) 

_______________________________________________________________________________ 
 

The Inflation Genie 
 

If you don’t turn on the TV, things can feel quite good.  In America, we are at full employment, businesses are making record 

profits, and the value of our homes are going up like meme stocks and NFTs.  What could go wrong? 

 

Unfortunately, a lot.  Costs for gas, food, and cars are all increasing, as are interest rates on mortgages and consumer credit, 

just to name a few.  Price increases are good, right?  Not so fast:  These rising prices are key contributors to inflation, which 

at first is good – until it’s not.  Indeed, inflation is a systemic risk to the markets.  What this all means is that the proverbial 

“inflation genie” is now out of the bottle, and it takes a long time to coax the genie back in. 

 

First Quarter 2022 Review 
 

It was a rough first quarter:  Stocks and bonds were negative, with bonds underperforming equities; rampant inflation was the 

biggest concern as it hit 8% in March; and the Russia-Ukraine war worsened an already strained energy market, with Europe 

hit especially hard. 

 

Global REITs and the S&P 500 were the best equity performers but were still negative.  Indeed, growth stocks were slammed 

across all market capitalizations.  Emerging Markets – dominated by China shares – performed the worst, losing 6.9% due in 

part to China’s support and aid of Russia in its war against Ukraine.  From a sector perspective, Energy dominated with a 

39% return while Technology stocks faltered to an 8.4% loss.  Commodities gushed across the spectrum, dominated by 

energy, and the CBOE Volatility Index (VIX) rose 19.4% to 20.56. 

 

Meanwhile, U.S. Treasury 20+ - year bonds were hit the hardest by surging inflation and interest rates, losing 11% in the 

quarter. 

  

Looking Ahead: The Fed’s U-turn 
 

The Fed’s policy shift represents a historical and intentionally aggressive U-turn.  Indeed, it may have waited too long to start 

reducing the balance sheet, but it’s coming at a time when the markets are vulnerable.  Asset valuations are high and 

mortgages rates are climbing substantially.  Let’s hope the Fed doesn’t overcompensate for lateness with overaggressive 

reductions.  In the meantime, keep in mind that corporate earnings are at record highs, manufacturing is booming, and U.S. 

household wealth is higher than ever before. 

 

This sudden U-turn in the markets is a hurricane - force stress - test of not only a portfolio’s construction but also whether the 

manager “sticks to the plan” when emotional, fear-based errors are most likely to occur.  We recommend and integrate a rules 

- based investment plan for markets such as this one. 

 

Sources: Morningstar, VOYA 

 
 

http://www.proficientwealth.com/


 
77 Access Road, Suite 6 

Norwood, MA 02062 

www.proficientwealth.com 

Phone: 781-278-9488 

Toll Free: 877-582-1881 

Fax: 781-278-9489 

 Proficient Wealth Counselors, LLC is a Registered Investment Adviser.  Advisory services are only offered to clients or prospective clients where Proficient Wealth Counselors, 
LLC and its representatives are properly licensed or exempted.  This financial market commentary is solely for informational purposes.  No advice may be rendered by Proficient 

Wealth Counselors, LLC unless a client service agreement is in place with you. 
 

2 | P a g e  

 

 

 
 

 

 
 

 

Disclosure: Certain sections of this commentary contain forward-looking statements that are based on our reasonable expectations, estimates, projections, and assumptions. 
Forward-looking statements are not guarantees of future performance and involve certain risks and uncertainties, which are difficult to predict. Past performance is not 

indicative of future results. Diversification does not assure a profit or protect against loss in declining markets. All indices are unmanaged and investors cannot invest 

directly into an index. The Dow Jones Industrial Average is a price-weighted average of 30 actively traded blue-chip stocks. The S&P 500 Index is a broad-based 
measurement of changes in stock market conditions based on the average performance of 500 widely held common stocks. The MSCI EAFE Index is a float-adjusted market 

capitalization index designed to measure developed market equity performance, excluding the U.S. and Canada. The MSCI Emerging Markets Free Index is a market 

capitalization-weighted index composed of companies representative of the market structure of 26 emerging market countries in Europe, Latin America, and the Pacific 
Basin. It excludes closed markets and those shares in otherwise free markets that are not purchasable by foreigners. The Barclays Capital Aggregate Bond Index is an 

unmanaged market value-weighted index representing securities that are SEC-registered, taxable, and dollar-denominated. It covers the U.S. investment-grade fixed-rate 

bond market, with index components for a combination of the Barclays Capital government and corporate securities, mortgage-backed pass-through securities, and asset-
backed securities. The Barclays Capital U.S. Corporate High Yield Index covers the USD-denominated, non-investment-grade, fixed-rate, taxable corporate bond market. 

Securities are classified as high-yield if the middle rating of Moodys, Fitch, and S&P is Ba1/BB+/BB+ or below. 
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Equity Performance 

Equity Index Style 

     YTD 

    Return 

As of  

03/31/2022 

1 Year 

Return 

As of  

03/31/2022 

3 Year 

Return 

As of  

03/31/2022 

5 Year 

Return 

As of  

03/31/2022 

10 Year 

Return 

As of  

03/31/2022 

Russell 1000 TR U.S. Large Cap Stocks -5.13% 13.27% 18.69% 15.81% 14.52% 

Russell MidCap TR U.S. Mid Cap Stocks -5.68% 6.92% 14.88% 12.61% 12.85% 

Russell 2000 TR U.S. Small Cap Stocks -7.53% -5.79% 11.73% 9.74% 11.03% 

MSCI EAFE NR Foreign Develop Stocks -5.91% 1.16% 7.78% 6.71% 6.27% 

MSCI EM NR Foreign Emerging Stocks -6.97% -11.37% 4.93% 5.97% 3.36% 

DJ US Real Estate TR Real Estate -6.50% 20.66% 10.65% 10.13% 9.83% 

Bloomberg Commodity TR Commodities 25.55% 49.25% 16.11% 8.99% -0.70% 

 

 

Fixed Income Performance 

Fixed Income Index Style 

     YTD 

Return 

As of  

03/31/2022 

1 Year 

Return 

As of  

03/31/2022 

3 Year 

Return 

As of  

03/31/2022 

5 Year 

Return 

As of  

03/31/2022 

10 Year 

Return 

As of  

03/31/2022 

Bloomberg US Aggregate 

Bond TR 
U.S. Core Bonds -5.93% -4.15% 1.69% 2.14% 2.24% 

Bloomberg US Corporate 

High Yield Bond TR 
U.S. High Yield Bonds -4.84% -0.66% 4.58% 4.69% 5.75% 

Bloomberg Global 

Aggregate Bond TR 
Foreign Developed Bonds -6.16% -6.40% 0.69% 1.70% 1.04% 

JPM EMBI Global TR Foreign Emerging Bonds -9.26% -6.18% 0.52% 1.67% 3.45% 

FTSE Treasury Bill 3-

Month 
Cash 0.03% 0.06% 0.76% 1.09% 0.60% 

 

Source: Morningstar® 
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