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Market Commentary 
 
The first quarter of 2022 was negative for nearly all asset classes, except commodities, and volatility remained 
elevated. The S&P 500 dropped 5% for the full quarter but bounced back from the 12% mid-quarter lows. 
International markets were down more than U.S. equities with Developed Market stocks down 6% and Emerging 
Market stocks down 7%. Small Cap U.S. equities were the worst performing sub-asset class for the quarter, 
down 7.5%. Real Estate Investment Trusts (REITs) dropped 5%. Bonds were also negative in Q1 as interest 
rates rose sharply in anticipation of the Federal Reserve actions. The Bloomberg U.S. Aggregate Bond index 
had its worst quarterly return since 1980. 

As anticipated, large macro forces continue to be the focus for the markets. The key macro risks at the moment 
are inflation, the Russian invasion of Ukraine, and the Federal Reserve tightening of monetary policy. Higher 
than expected inflation has come from supply disruptions (pandemic-induced shutdowns and the war in Ukraine) 
coupled with excess liquidity in the system spurring high demand from the consumer. To combat this inflation, 
the Fed has shifted into a much more aggressive tightening monetary policy posture. The Fed’s forward guidance 
indicates they may raise the Fed Funds rate to nearly 2% by year-end, and run-off over $1 trillion of balance 
sheet assets over each of the next several years. 

The economic landscape still remains positive; however, growth will likely decelerate faster than expected in the 
back half of 2022 and into 2023, especially in Europe. While our base case is not for a recession in 2022, 
recessionary risks for 2023 and 2024 have risen. Much of the economic situation will be determined based upon 
the Fed’s ability to facilitate a soft landing, and the risks associated with the Russian war to abate. Despite the 
big macro forces, corporate fundamentals have remained strong. 2022 expected earnings growth is still around 
10% for the S&P 500. We remain cautious given the economic backdrop of tighter monetary policy and financial 
conditions, high valuations, and weakening investor sentiment. With our cautious view, we believe equity returns 
will be muted in 2022. Therefore, we think security selection and diversification will help portfolios navigate 
volatility from the macro forces and heightened uncertainty. 

A change was made this quarter to MB Foundation portfolios. Large Cap Blend manager, W.H. Reaves and the 
corresponding sub-asset class allocation were removed at the end of February. The previous allocation to the 
Large Cap Blend asset class was reallocated 50/50 into the two existing Large Cap managers. Please let us 
know if you have any questions regarding this change. 
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Index Name QTD Return YTD Return 

Dow Jones Industrial Average -4.10% -4.10% 

Bloomberg U.S. Aggregate Bond -5.93% -5.93% 

S&P 500 (Large Co. index) -4.60% -4.60% 

MSCI EAFE (Int’l Equity index) -5.91% -5.91% 

Russell 2000 (Small Co. index) -7.53% -7.53% 

 In Q1 2022, U.S. large cap stocks were the leading sub-asset class, with the Dow down -4.10% 

 Value stocks out-performed growth stocks in the large cap sub-asset class 

 The financial markets will be focused on macro forces impacting the economy 
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