
2022 First Quarter Market Recap
The S&P 500 Index fell 4.6% during the first quarter of 2022, with growth stocks
leading the market lower. This decline is due primarily to the unrelenting ascent in
longer term interest rates, which in turn hurts the valuation of growth companies.
Furthermore, bond indices performed even worse during the first quarter than the
S&P 500. The Bloomberg U.S.
Aggregate bond index—largely U.S.
Treasuries, highly rated corporate
bonds and mortgage-backed
securities—returned minus 5.9%
over the first three months of the
year, its biggest quarterly loss since
1980. Yields, which rise when bond
prices fall, climbed as investors tried
to balance rising costs, higher wage
gains and the Federal Reserve’s
signal that it will be more aggressive
with interest rate increases. Despite
the turbulent start to the year, the
US consumer has remained resilient
and only time will tell if higher
interest costs will curtail purchases,
especially services vs. goods, as we
shift to a post-pandemic era.
Our Investment Approach in a
Volatile Market
Investors depend on equities (stocks)
to provide the majority of inflation
adjusted return over the long term.
On the flip side, stocks as an asset class,
are inherently more volatile than bonds. As a result, investors count on bonds as they
provide stability. While the past six months have seen the worst total returns for the
US 10-year treasury bonds since 1980, this relationship still holds and we see bonds as
a necessary corollary to our primary commitment to equities, as they lower volatility
in a balanced portfolio.
Our investment approach is a patient one. It requires that we keep a careful eye on
the needs and goals of the client and it has served us well over many a market cycle.
Looking ahead, we will continue to concentrate, first and foremost, on investment
quality equities, such as common stocks of companies with strong balance sheets,
with a competitive advantage, and trading at reasonable valuations. Typically, these
are companies that pay dividends and demonstrate an ability to maintain and increase
those dividend payments over time. At the same time, we will invest in companies
that are not yet making dividend payments to shareholders, but demonstrate
innovation and the prospect of growth, and are likely to reward shareholders

 



through capital appreciation and dividends down the road. Balance and diversification
are essential elements of our work as professional fiduciaries and advisors. Equity
ownership has stood the test of time, despite flat and down markets, and has allowed
clients and portfolios to maintain purchasing power, including in inflationary times,
when strong companies have been able to adjust to inflationary pressures.
As interest rates have begun to rise and return to more normal and market-based levels,
our short duration bias has also enabled us to re-invest maturities at more attractive
rates, while avoiding capital losses. As we’ve written previously, we favor companies
that have pricing power and can offset rising costs to maintain profitability.
Looking Ahead
In closing, it is important to recall that investing is serious work and that maintaining a
long-term perspective in a short-term, what did “the market” do today, environment
is no mean feat. We have managed through these times before and will do so again.
It will take patience, prudence, humility and a sense of calm. Volatility will provide
opportunity to some, as it challenges others weakened by debt or inadequate cash to
weather the periodic financial storms.
We are grateful for the opportunity to work with you and invite your questions, your
thoughts, and your insights.
Wealth Management: Advice to Grow on
Please contact your HTC advisor to discuss your long-term investment goals, portfolio
changes or trends in the market.

Get in touch
Let’s review your
portfolio together

Gain Insights

Learn More

Read an overview of tax
planning strategies for 2022
(prepared by Hemenway
& Barnes LLP)

About our approach
to investing
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