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The equity markets declined in the second quarter of 

2022, as the S&P 500 was down -16.10%, US small 

caps -14.11%, US mid-caps -15.42%, international de-

veloped -15.00%, and emerging markets -12.10%1. 

Historically, long-term investment returns in our clients’ 

portfolios have been strong due to our track record of 

significantly reducing losses during turbulent short-term 

periods in the market. So far this year, we’ve been able 

to continue that track record by taking a number of ac-

tions in advance of this decline that have reduced short

-term losses for client accounts in our primary Invest-

ment Strategies: 1) On 1/13/22, near the all-time equity 

market highs, we reduced equity exposures. 2) We’ve 

maintained less exposure to growth equities and more 

exposure to value equities. 3) We’ve maintained geo-

graphic diversification by having a portion in internation-

al equities. 4) We’ve maintained our exposure to fixed 

income with a relatively short-term average maturity. 5) 

We’ve continued to have no material exposure to junk 

bonds, which are bonds that the credit ratings agencies 

have determined have a relatively high risk of defaulting 

and not making their promised interest and principal 

payments. 6) On 6/14/22, near the recent equity market 

lows, we shifted to modestly overweight equities; since 

then, equities have risen. 

Over the past quarter, the 10yrTy rose from 2.34% to 

3.02%, causing bond prices to generally decline
1
. This 

has been driven by high inflation causing market partici-

pants to expect the US Federal Reserve, which controls 

US monetary policy, to quickly raise its short-term poli-

cy interest rate. Indeed, the Consumer Price Index, a 

barometer commonly used to measure US inflation, 

rose +8.6% from May 2021 to May 2022
2
. Our fixed 

income portfolios have been relatively insulated from 

this jump in the 10yrTy because we tend to have expo-

sure to bonds with relatively short-term maturities. Giv-

en that the 2yrTy has risen to 2.96%, we think that high

-quality fixed income with relatively short-term maturi-

ties have become a more attractive alternative to cash
1
. 

 

External sources: Bloomberg data1, US Bureau of Labor Statistics2. 
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