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     Key Points, Scenarios & Targets  
 

Long-term themes 
• Geopolitics & Populism: Along with uncertain global economic effects from the coronavirus, populism and nationalism have emerged 

as potential disruptive long-term threats to growth and stability.   

• Global Debt: Government debt burdens were already swollen before the massive stimulus efforts were enacted to fight the war on 
COVID-19. Interest rates, however, are historically low and are expected to stay relatively low for the foreseeable future. 

• Demographics: Population growth is slowing, and societies are growing older, particularly in developed markets. Changing 
demographics could have a material influence on economic fundamentals over time. 

• Technology: Technology can alter societies, shift the social order, and create gaps between people and countries who embrace "the 
new" versus those who do not. We believe the U.S. is positioned to lead Tech innovation and embrace its benefits.   

Q2 2022 tactical highlights 
• The Macro Environment: Asset prices are biased to the downside until investors can more accurately discount Federal Reserve 

actions and impacts on growth and profits. With that said, we believe the recent reset across stock/bond prices in April is beginning to 
create longer-term investment opportunities.     

• The Fundamentals: Consumer and business balance sheets remain strong. But inflation pressures (if more persistent than expected) 
could erode confidence over time.        

• The Portfolio: Choose stocks over bonds; Favor cyclical areas in the U.S.; Focus on quality investments; Consider Alternative 
Strategies and dividend-paying stocks to help mitigate risks.      

Base targets and forecasts  
• Year-end S&P 500 Price Target: 4,700 — down from 4950 in our last report. Targets across each of our scenarios moved lower. S&P 

500 earnings should grow by at least 5% in 2022. Solid consumer fundamentals, pent-up demand, and strong company execution in 
the face of inflation pressures could help stocks finish the year higher than current levels. However, risks remain skewed to the 
downside, in our view. Please see our recently updated scenario analysis on page 3 and further details on our outlook on page 6. 

• Year-end 10-Year Treasury Yield Target: 3.0%. Given lingering inflation pressures and more aggressive Fed actions throughout 
2022, we believe yields will finish the year higher than we forecasted at the start of the year.   

• 2022 U.S. Real GDP Forecast: We forecast the U.S. economy to grow by +2.0% to +3.0%. Higher inflation + rising interest rates = 
slower growth. However, we believe U.S. fundamentals remain strong enough to keep the economy on a positive path. 

• Fed Funds Target Range: 2.25% to 2.50%. Currently, job #1 at the Federal Reserve is to slow inflation. We believe the fed funds rate 
will steadily climb throughout the year as the central bank seeks to ease price pressures and return policy to a more neutral stance.    

 
  

About this publication 
The Quarterly Capital Market Digest (QCMD) is designed to provide a broad investment outlook for the major asset classes in the quarters 
ahead and provide investment rationale to support that outlook. The allocation guidance is intended to dig deeper into our research outlook, 
while maintaining a quick-reference guide to the most recent quarter and what may lie ahead for investors. The strategic/tactical information 
in the report is provided for investors intending to better align their portfolio strategies with our current market views on major asset classes, 
sectors, and regions. 
 
We believe investors seeking to utilize these allocation strategies may employ them in two primary ways. The first is a strategic portfolio with 
a tactical overlay whereby investors modestly adjust their long-term asset class exposures to match the current strategy view. The second is 
a core/satellite approach where satellite assets are managed holistically with a tactical approach. Investors should consult with their 
financial advisor on how best to employ the information found in this publication.   
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Ameriprise 2022 year-end S&P 500 scenario forecast 
 
 
 Favorable Scenario                  

Macro Conditions 
Base Scenario                         

Macro Conditions 
Adverse Scenario                    
Macro Conditions  

 
• 2022 U.S. real GDP advances by +3.0% 

or more amid fading pandemic 
challenges and greater spending on 
services  

• Global activity grows by more than 
+3.5% in 2022; China and Europe see 
growth rebound in the second half 

• U.S. employment surges as businesses 
reopen; Unemployment rate drops below 
3.0% by year-end 

• Inflation steadily eases; Consumer 
spending accelerates in the back half 

• The Fed tightens more aggressively in 
the front half of the year and slows its 
restrictive policies in the second half; Fed 
funds target ends 2022 around 2.0%  

• Growing dispersion among central bank 
monetary policies; Commodity price 
pressures ease 

• 2022 U.S. corporate earnings increase 
by +10% or more; Pent-up demand is 
satisfied; Companies hold profit margins 

• U.S. 10-Year Treasury yield ends near 
2.75% 

• Supply bottlenecks and labor constraints 
improve more rapidly in the back half of 
the year; Companies' ability to meet 
surging demand quickens 

• Other Market Considerations: 
Investors look through geopolitical risks; 
"Buy-the-dip" market reactions remain 
supportive for higher asset prices — 
particularly in the second half of the year; 
Company earnings surprises decline 
from 2021 levels but remain elevated 
versus history 

 
• U.S. real GDP rises by +2.0% to +3.0% 

amid financially sound consumers  
• The global economy grows by roughly 

+3.5% in 2022, as elevated inflation and 
Russia/Ukraine dynamics dampen 
activity 

• U.S. employment levels continue to 
rebound; The unemployment rate falls to 
about 3.0% at year-end 

• Inflation should peak in the first half in 
the U.S. but remain elevated throughout 
the year; Consumer spending remains 
solid 

• The Federal Reserve systematically 
removes accommodation throughout the 
year; Fed funds target ends the year 
around 2.5%  

• G7 central banks gradually remove 
accommodation in 2022; Growing 
dispersion among central bank monetary 
policies  

• 2022 U.S. corporate earnings grow 
between +5% and +10%; Earnings 
growth pressured by rising input costs, 
slowing demand, and difficult year-ago 
comparisons 

• U.S. 10-Year Treasury yield ends the 
year around 3.0% 

• Supply bottlenecks and labor constraints 
improve slowly through the course of the 
year 

• Other Market Considerations: 
Geopolitical risks weigh on sentiment 
and economic recovery; "Buy-the-dip" 
market reactions become less influential 
as Fed accommodation is withdrawn; 
Company earnings surprises moderate 
toward historical averages; 
Ukraine/Russia war keeps commodity 
prices elevated 

 
• 2022 U.S. real GDP advances less than 

+2.0%, as inflation and supply chains 
remain problematic 

• Pandemic pressures, social tensions, 
and high commodity costs linger and 
slow the global economic recovery  

• U.S. employment recovery stalls; The 
unemployment rate ends the year at 
4.0% or above 

• A rising price environment becomes 
"sticky," producing higher non-core 
inflation expectations; Consumers 
retrench 

• The Fed tightens policies more than 
expected to curb inflation pressures; Fed 
funds target ends around 3.0% 

• Other global central banks move to 
tighten aggressively to stamp out 
inflation; Policy reactions are less 
effective in addressing higher prices (i.e., 
commodities).   

• 2022 U.S. corporate earnings grow by 
5% or less; Earnings growth is weaker 
than expected based on supply/inflation 
pressures and sinking demand 

• U.S. 10-Year Treasury yield rises near 
3.5% on slowing growth 

• Companies weighed down by supply 
bottlenecks and labor shortages; China's 
zero-COVID policies and Russia/Ukraine 
war agitate supply environment 

• Other Market Considerations: 
Geopolitical risks threaten 
growth/stability more significantly; Market 
sentiment sours in the face of a 
deteriorating macro backdrop; Fewer 
companies surprise to the upside on 
earnings with more missing analyst 
estimates; Food shortages and higher 
energy costs create more material 
frictions in the developing world 

   

4,050
-3.0% from 

4/26/22 level

Trailing Earnings Multiple 
Estimate (P/E) = 19x 

2022 EPS Estimate = $213.00

4,700
+12.6% from 
4/26/22 level

Trailing Earnings Multiple 
Estimate (P/E) = 21x 

2022 EPS Estimate = $224.00

5,050
+21.0% from 
4/26/22 level

Trailing Earnings Multiple 
Estimate (P/E) = 22x 

2022 EPS Estimate = $230.00
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Summaries 
Tactical positioning (relative to Strategic Moderate 8-15)  
 
Equity 

     

   

  

Fixed Income 

     
Cash & Alternatives 

  

   

 

   Overweight Equalweight Underweight 
 

Equity 

 • U.S. Large-Cap Value 
• U.S. Mid-Cap Value 

• U.S. Large-Cap Growth 
• U.S. Mid-Cap Growth 
• U.S. Small-Cap Value 
• U.S. Small-Cap Growth 
• Emerging Foreign Equity 

• Developed Foreign Equity 
 

 

S&P 500 
Sectors 

 • Health Care  
• Financials  
• Information Technology  

 
 

• Communication Services 
• Consumer Discretionary 
• Energy 
• Industrials 
• Materials 
• Real Estate 

• Consumer Staples  
• Utilities 

 
Global 
Equity 

Regions 

 • United States 
 

• Canada 
• Latin America  
• United Kingdom  

• Asia Pacific ex-Japan  
• Europe ex-U.K. 
• Middle East/Africa 
• Japan 

 
Fixed 

Income 

 • U.S. Investment Grade Corp. 
• Municipal Bonds 

 

• Developed Foreign Bonds • U.S. Government Bonds 
• U.S. High Yield Corporate 
• Emerging Foreign Bonds 

 Alternatives  • Alternative Strategies  • Real Assets  

 
Cash 

  • Cash  
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Q1 Quarterly Review 
 
Looking Back  
The S&P 500 returned +3.7% in March, its best month since December 
2021. But despite the more robust equity performance last month, most 
U.S. equity benchmarks finished the first quarter lower.  

The S&P 500 Index ended the first quarter of the year lower by 4.6% on a 
total return basis. The tech-heavy NASDAQ Composite finished Q1 down 
by 9.0%, while the value-centric Dow Jones Industrials Average lost 4.1%. 
For the S&P 500, the quarterly loss was the first since the depths of the 
pandemic in Q1'20.  

Notably, though stocks generally trended lower over the first quarter on 
rising interest rates, expectations for more hawkish monetary policies, and 
increasing geopolitical threats, trading across major averages proved 
volatile throughout the quarter. After recording a record high on the first 
day of trading in January, the S&P 500 fell 13% to hit a closing low in 
early March, to then rally +11% from its closing low three days before 
quarter-end. It is rare for the Index to fall and rise by 10% or more in a 
single quarter.  

According to Bespoke Investment Group, the occurrence has only 
happened eleven other times in the post-WWII era. In all but three of 
those prior occurrences, the Index closed the quarter lower, but returns 
over the next year were positive all eleven times, with a median gain of 
nearly +27%. 
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Stocks face a tough start to the year amid inflation and geopolitical threats Q1'22
Indexed to 100; As of March 31, 2022

(INDEX) S&P 500 - Total Return
(INDEX) DJ 30 Industrials Average - Total Return
(INDEX) Russell 2000 - Total Return
(INDEX) NASDAQ Composite (TR) - Total Return

 

Energy (+39.0%) posted its best quarter in history on surging oil prices, 
which rose more than +30% in Q1. Financials (down 1.5%) also 
outperformed the broader averages on increasing interest rates and outperformance from insurance companies, select regional banks, and 
credit card providers. Sector laggards in Q1 included Communication Services (down 12.0%), Consumer Discretionary (down 9.0%), and 
Information Technology (down 8.4%). These growth-based sectors experienced headwinds throughout Q1 from rising rates, waning investor 
confidence, valuation concerns, and company-specific earnings misses. 

With expectations of aggressive Fed rate tightening this year, U.S. Treasuries sold off sharply in Q1, as the 2-year yield climbed roughly 230 
basis points while the 10-year yield rose over 80 basis points. The U.S. dollar rose +2.5%, Gold gained nearly +7.0%, and the broader 
commodity complex rallied roughly +30%. Alternative Strategies helped reduce both equity and fixed income volatility during the quarter. 
Strategies dedicated to Equity Market Neutral, Multistrategy, and Nontraditional Bond posted solid results. 

 

Tactical outlook revisions 
As of March 31, 2022 

 

Multi-asset Allocations 
• Equities: Reduce the Overweight position across risk 

profiles. Within Equities, we favor a small tilt to Value 
over Growth, Cyclical over Defensive, and continue to 
favor the U.S. over International. 

• Fixed Income: We reduced our Underweight position for 
Conservative through Moderately Aggressive investors 
by placing the proceeds from our equity trims into High 
Yield (proceeds for Aggressive allocations were 
deployed in Alternatives, see below). We continue to 
prefer positions that hedge against inflation and interest 
rate movements and maintain a shorter-than-benchmark 
duration. 

• Alternatives: Tactically Overweight across risk profiles 
(increasing this position for Aggressive investors). Within 
Alternatives, we recommend strategies that reduce 
equity volatility or hedge interest rate risk. 

Global Equity Regions 
• Moved Europe ex U.K. from Overweight to Underweight 

on growth concerns and a worsening energy crisis. 
Place proceeds into the United States. 

• Overweight the United States. 

• Underweight Asia-Pacific ex Japan, Middle 
East/Africa, and Japan. 

U.S. Equity Sector 
• No changes made. 

• Overweight Financials, Information Technology, and 
Health Care. 

• Underweight Consumer Staples and Utilities. 
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Q2 Market and Economic Outlook 
It's all about the consumer, interest rates, and inflation    
The focus in Q2 likely revolves around consumer trends, interest rates, and 
inflation. Notably, can the consumer, in aggregate, hold their spending levels 
under record-high inflation? The U.S. consumer represents roughly 70% of 
the U.S. economy. How they feel about their unique circumstances and their 
subsequent actions in response to changing conditions largely dictates the 
direction of economic growth. However, the U.S. economy has created more 
than half a million jobs on average this year, which is on par with last year's 
pace. Bottom line: The labor market is strong and adds a solid layer of 
support for consumers and stock prices, in our view. We see the U.S. 
economy growing by +1.2% in Q2 and +2.5% for the full year. 

Yet, while consumers have $2.5 trillion in excess savings to help cushion 
price pressures, soaring food and energy prices, often in consumers' faces 
daily, run the risk of dampening demand for other more discretionary items 
over time. Thus, how consumer spending and sentiment trends hold over the 
coming months could inform the direction of stocks and how investors 
interpret the path forward for economic growth. 

Throughout the second quarter, investors will be paying close attention to 
Federal Reserve actions that potentially front-load interest rate hikes this year 
and thus how such rate hikes affect the shape of the yield curve. Fed actions 
perceived by the market as "too aggressive" could keep volatility elevated in 
the second quarter. 

The Federal Reserve is likely to closely watch trends in wage growth as it 
determines the shape of rate policy and keeps tabs on whether inflation 
pressures become unanchored. We expect average hourly earnings growth to 
moderate in the coming months, which could help quell concerns that inflation 
pressures are swirling out of control. Moreover, we believe stocks could 
eventually react more favorably to developments that show wage inflation 
moderating, implying that Fed rate hikes won't need to be as aggressive 
(potentially in the back half of the year) as currently feared. 

And, of course, Russia/Ukraine developments are likely to simmer in the 
background. The direction of commodity prices, global economic effects of 
Russian sanctions, and efforts to keep the conflict contained could be critical 
items to watch as the war in Ukraine unfolds in Q2 and beyond. 

At the start of the second quarter, growth stocks have again come under 
selling pressure, as risk-free interest rates have risen sharply in April. 
Although we believe investors can use near-term pullbacks in areas such as 
Information Technology to acquire high-quality stocks, they should also be able 
to tolerate further pressure should rates keep climbing.  

On a brighter note, recession odds for this year remain very low. Consumer/business balance sheets are solid, and corporate profits are 
expected to grow. As long as the economy and profits are growing, we believe the market can eventually look through less certain macro 
conditions. Importantly, much of the well-understood risks today are known to investors and, to some extent, currently priced into stocks. 
Nevertheless, volatility feels uncomfortable and often creates anxiety among investors. This anxiety can lead to making portfolio changes 
that are more often than not damaging to longer-term success.  

Advice that centers on diversification, staying the course, looking through the day-to-day noise, and focusing on the longer term, can feel 
unsatisfying against mounting uncertainties. But if investors have a long enough time horizon, drawdowns in the market tend to be solid 
buying opportunities. Today, stocks are materially higher than at the depths of the COVID-19 crash, the Financial Crisis, 9-11, and the Dot-
Com bust. Yet, a host of concerns and uncertainties may have caused investors to second-guess their investment strategies in each period. 

But history shows that if one incorporates a disciplined investment approach and doesn't deviate materially when the waters get rough, one 
can usually weather the waves and eventually take advantage of market gains during calmer seas. In our view, it's advice worth noting as 
we enter the second quarter. 

Committee tactical views ___ 
 
Equities 
We remain favorable on equities over the next 6-to-12 
months but caution investors to temper return 
expectations and become comfortable with being 
uncomfortable along the way. 

U.S. Equity Sectors 
We believe cyclical sectors of the economy should be 
balanced with growth opportunities – particularly those 
with solid fundamentals, stable growth prospects, and 
attractive valuation levels. 

Global Regions 
We recommend tactically Overweighting the U.S. markets 
due to the relatively healthy financial condition of the U.S. 
consumer and lower geopolitical risk in this region. We 
moved Europe ex-U.K. to an Underweight, given the 
uncertainty associated with the Russian Federation’s 
invasion of Ukraine. 

Fixed Income 
While we expect diversification to still work, total return 
prospects in fixed income appear low relative to history, 
especially given the changes in monetary policy. We are 
becoming more interested in debt structures and 
strategies that adjust to increasing rates, including 
floating-rate instruments. 

Alternatives 
Many Alternatives can contribute to a diversified portfolio 
and help mitigate some of the risks in more traditional 
assets. Strategies that reduce equity volatility or hedge 
interest rate risk may offer a prudent way to manage 
through added volatility and/or stay prepared for the 
unexpected. 
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Equities 
 

Tactical Outlook 
Key macro themes for Q2 
• Bearish points could consume all the oxygen until they don't. 

The path of least resistance for stocks continues to be lower at the 
moment, especially against the magnitude of the move higher in 
rates this month. Tighter financial conditions, and downside risks to 
2022 S&P 500 earnings estimates, given higher input costs/wages, 
have investors on the defensive. Increased recession worries, the 
loss of fiscal stimulus to bump up consumer spending, higher food 
and energy costs, COVID-19 lockdowns in China (disrupting global 
supply chains), and geopolitical uncertainty round out the issues 
driving weaker stock momentum in Q2.  

• But think longer-term. Investors with excess cash and a longer-
term horizon should use volatility/downside pressure to accumulate 
high-quality assets. Year-over-year inflation levels could moderate 
as the quarter progresses and pose less risk of a more significant 
growth slowdown.  

• A back-half-loaded year? If the Fed is successful in front-loading 
interest rates during Q2 and can help slow inflation without materially 
eroding demand, stocks may start to anticipate a better environment 
in the back half of the year. But the timing and at what level for 
stocks are likely the key questions over the next few months.    
 

Where to focus your attention 
Overweight U.S. Value, Financials, Health Care, and Information 
Technology. Underweight defensive sectors such as Utilities and 
Consumer Staples. Maintain healthy allocations to secular growth 
areas like Communication Services and Consumer Discretionary. 
Focus on the U.S.   

The bull and bear case for stocks 
As you consider the overall macro environment for stocks, below are a 
few key points that outline our current bull and bear case. 

Bullish considerations:  

• Improved valuations and weak sentiment levels offer contrarian buying opportunities. 
• Much of the negativity about rising interest rates, hawkish monetary policy, and growth risks are already priced into stocks. 
• Despite higher interest rates, stocks offer better return opportunities than bonds in a historically low-rate environment. 
• Economic activity and consumer behavior in the U.S. are trending toward normal as COVID-19 conditions fade.  
• The economy and corporate profits are expected to grow in 2022. 
• Corporate profit margins should remain above longer-term averages. 

 
Bearish considerations: 

• Inflation pressures and supply disruptions continue to suppress growth worldwide. 
• Surging energy and food prices risk materially dampening consumer sentiment, causing spending to retrench, particularly among lower-

wage earners. 
• Rapidly tightening Federal Reserve policies could sap stock momentum and, more meaningfully, stall growth (i.e., a Fed mistake).  
• A Tech-heavy/growth-based U.S. stock market is currently more susceptible to price shocks based on the direction of interest rates. 
• Although not an immediate threat, a flattening yield curve could indicate a lower appetite for risk moving forward. 
• Earnings growth in the back half of the year may not live up to expectations.  

 

Equity valuations 
 

 
 

 
 
Chart Sources: Bloomberg, and American Enterprise Investment Services 
Inc. Data through 3/31/2022. “Best” represents Bloomberg estimates. 
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Equity highlights 
Global regions 
The International Monetary Fund (IMF) recently lowered their 2022 global 
growth forecast to +3.6%. Risks associated with the Ukraine war, ongoing 
supply chain issues, and record-high inflation drove their projections lower. In 
addition, recession risks have grown in Europe ex-UK since our last update, 
leading us to reduce the region to Underweight from Overweight. While the 
IMF forecasts more robust growth in the U.S. this year than our estimate, we 
agree the U.S. will likely lead developed world growth in 2022. Accordingly, 
investors should remain Overweight the United States.         

    

U.S. sectors 
While S&P 500 profit margins are expected to dip lower for the third-straight 
quarter, companies in aggregate are expected to report the fifth-highest net 
profit margin since 2008 during the first quarter. As FactSet noted, if S&P 500 
companies in total can hit the 12.1% net profit margin expected, it would mark 
a level that is still well above the five-year average of 11.2%. Bottom line: 
Despite a challenging operating environment, companies have demonstrated 
they can still control costs and deliver their goods and services more 
profitably — yet another reason to remain favorable on equities, in our view.  

 

As the chart above shows, S&P 500 profit margins at the sector level are expected to come in "above" their five-year average in seven of 
eleven industries. Real Estate, Information Technology, and Financials are expected to post the strongest margins in Q1. Note: 356 S&P 
500 companies cited the term "inflation" on their earnings calls during the fourth quarter earnings season, up from 305 during the third 
quarter earnings season. According to FactSet, that marks at least a 10-year high in using the term on earnings calls. Although that does not 
necessarily mean all the company comments were negative around inflation impacts last quarter (e.g., companies' ability to raise prices), it 
does highlight how front and center the topic is for companies and investors. As a result, we expect the term "inflation" to be used frequently 
during first quarter earnings calls. Notably, Information Technology and Financials continue to deliver their goods and services profitably, 
two sectors we continue to Overweight. 

  

IMF Global Economic Projections

2017 2018 2019 2020 2021 2022 2023 2022 2023

World 3.8 3.6 2.8 -3.1 5.9 3.6 3.6 -0.8 -0.2

United States 2.2 2.9 2.2 -3.4 5.6 3.7 2.3 -0.3 -0.3
Euro Region 2.4 1.9 1.3 -6.3 5.2 2.8 2.3 -1.1 -0.2
Japan 1.9 0.3 0.7 -4.6 1.6 2.4 2.3 -0.9 0.5
Developing Asia 6.6 6.4 5.5 -0.8 7.2 5.4 5.6 -0.5 -0.2
China 6.8 6.6 6.1 2.3 8.1 4.4 5.1 -0.4 -0.1
India 7.2 6.8 4.2 -7.3 9.0 8.2 6.9 -0.8 -0.2
Russia 1.6 2.3 1.3 -3.0 4.5 -8.5 -2.3 -11.3 -4.4
Brazil 1.1 1.3 1.1 -4.1 4.7 0.8 1.4 0.5 -0.2
Mexico 2.1 2.1 -0.1 -8.3 5.3 2.0 2.5 -0.8 -0.2

Source: IMF World Economic Outlook, April 2022

Difference from
January, 2022

Actuals projections.Projections

Earnings quick hit ___ 
Inflation, profit margins and outlooks are the 
keys to the Q1 earnings season. 
This earnings season will principally be about Q2 outlooks, 
inflation impacts, and profit margins. With 20% of Q1’22 
S&P 500 profit reports complete, the blended earnings per 
share (EPS) rate is higher by +6.6% y/y on sales growth of 
+11.1%, higher than the +4.7% and +10.7% expected at the 
end of March, respectively. 

The Q1 earnings season should provide a window into how 
consumers are responding to higher inflation across a range 
of products and services. In addition, we believe investors 
will specifically want to know if companies, which have 
primarily passed on costs to this point to protect profit 
margins, are starting to see demand erode. How companies 
are addressing disrupted supply chains, adapting to slowing 
growth, and if the backup in rates has caused changes to 
capital plans will likely be other items investors key in on 
during earnings calls. 

Inflation is still running hotter than expected, while supply 
chain disruptions pose severe challenges to business 
outlooks. And despite a slowing but still solid economic 
backdrop, stock volatility remains elevated.  

We expect analysts to dig deeper into labor costs on 
earnings calls, which could provide larger macro gleanings 
into the broader job market and inflation conditions. Bottom 
line: Stocks could eventually see some tailwinds if Q1 
profits and outlooks are better than most expect. Notably, 
much of the broader market concerns are priced into stocks 
today, meaning some relief in known pressures or upside 
surprises offer an opportunity for stocks to rise from current 
levels. But at the same time, we believe the market hasn’t 
fully priced in potentially weaker-than-expected earnings 
trends in the back half of the year. As a result, if inflation 
pressures linger and profit margins/demand seems to be 
slipping more materially, we believe stock prices could be in 
store for further weakness over the near-term. 
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A Deeper Dive into Equities 
Stocks closely tied to the reopening theme beating out pandemic winners  
With inflation at 40-year highs, oil prices near $100 per barrel, the overall stock market trending lower in April, and the 10-year U.S. Treasury 
yield moving closer to 3.0%, one wouldn't intuitively think consumer-driven stocks would be outperforming this month. However, while high-
growth stocks continue to move lower on valuation/interest rate concerns, some less routinely followed areas of the market are 
outperforming in April. For example, Airlines, Multiline Retailers (which include Big Box/discount stores), and Hotels, Restaurants & Leisure 
are all outperforming the broader stock 
market, Tech, and Consumer Discretionary. 

In particular, airlines have pointed to robust 
consumer demand as well as solid booking 
trends heading into the summer travel 
season. According to Smith Travel 
Research, U.S. hotel industry occupancy 
rates are currently only slightly below the 
median level seen from 2010 through 2020. 
Consequently, increasing leisure and 
business travel demand could continue to 
build as trends normalize. This would be 
supportive for airline, hotel, and restaurant 
stocks, in our view. Of course, lower 
demand on the margin of this assessment 
and depending on how consumers continue 
to react to higher food and fuel costs are a 
downside risk. But after two years of 
COVID-19 reducing consumers' 
ability/desire to travel/spend on leisure activities, the most straightforward path for investors is that many U.S. consumers have finally had 
enough of being cooped up at home. And with the financial ability to do so, more consumers could choose to spend, travel, and return to 
normal activities this year — despite higher costs. This picture doesn't exactly sync with the notion of an economy heading toward 
recession. The brief recession in 2020 was unusual and driven by an exogenous shock, which didn't reflect underlying economic 
fundamentals. The same can be said about the 2021 recovery. So, maybe today's market signals we typically associate with recession 
warnings (e.g., high inflation, inversions across the yield curve, slowing earnings growth, weaker stock performance, tightening Fed policies) 
are atypical market responses to an atypical economic recovery. The disconnect between stock outperformance from consumer-driven 
areas this month versus the broader stock market appears to be an excellent example of an atypical response to growing fears of a 
recession. 

Chart Source: FactSet. Data as of 4/25/22.

Mega-cap stocks pull markets lower at the start of Q2 
Mega-caps cut both ways, helping lift major indexes higher during uptrends, and pulling broader stock benchmarks lower in downtrends. After 
the weaker performance in Q1 among the mega-caps, the downdraft in April is throwing some cold water on a quick "buy-the-dip" turnaround.     
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Fixed Income 
 

Tactical Outlook   
The Fed retreats; Returns plummet; Yields soar 
We believe volatility this year reflects the impact of the Fed's retreat. 
Ten-year Treasury yields nearly doubled from 1.51% at the end of 2021 
to 2.90% on April 22. Rising yields and widening spread premiums 
produced a year-to-date -9.5% total return on the Bloomberg US 
Aggregate Bond Index, the worst decline in four decades. While yields 
may move higher in the near term, we believe the vast majority of the 
move is behind us. The Fed's pivot departed ultra-supportive policy late 
last year to support the Fed's goals of price stability and full 
employment. Soaring CPI inflation, which may have peaked at 8.5% 
year-over-year in March, provided the catalyst. The pivot was a 180-
degree change for a hurried policy retreat toward neutral at the end of 
this year.  

The shift brought $120 billion of asset purchases per month to an end in 
March, along with the first rate hike since 2018. At the next Fed policy 
meeting on May 4, we believe the Fed likely announces the beginning of 
its balance sheet roll-off, plus a half-a-percent hike in policy rates. We 
anticipate its balance sheet roll-off caps out at $95 billion per month, a 
slower pace than purchases, to allow it to unfold quietly in the 
background. Rate hikes once again become the primary policy tool for 
the Fed, in our view. 

Guidance by goal 
Total Return: We believe the worst is behind us, yet maintain a 5.5-year 
total return target until the all-clear sign appears. Overall, we 
recommend tactically (a 6 to 12-month time horizon) Underweighting 
Fixed Income and Overweighting U.S. Equities and Alternatives. We 
continue to see diversification value in long-dated U.S. Treasuries, short 
TIPs, U.S. Investment-grade Corporates (both floating-rate and fixed 
coupon), short-term U.S. High Yield bonds, and non-traditional fixed 
income within alternative allocations, such as a staid strategic income 
strategy. 

Income: For income investors, we see the recent rise in the Bloomberg 
US Universal Index's yield to 3.84% on April 22 as an opportunity to 
rotate from excess holdings of dividend paying stocks established over 
the past two years back into core bonds. The yield on the US Universal 
nearly doubled from 2.07% at the end of 2021 reflecting greater value in 
bond allocations today. We view higher 
yields as the silver lining to challenging 
year-to-date performance.  

Capital preservation: With three-
month T-bills yielding 0.77% and two-
year Treasury notes paying 2.65%, 
investors can once again produce 
income with short government bond 
allocations. Our base year-end forecast 
for the fed funds of around 2.50% 
suggests laddered solutions of CDs or 
Treasuries stand out as capital 
preservation strategies. 

Evolving Fed Policy 
Fed narrowly focused on inflation  

The Fed began shifting its primary policy tool, the fed funds rate, 
by a quarter percent at the March policy meeting. We believe the 
Fed likely front-loads rate hikes with half a percent increases at 
the May, June, and July policy meetings, to quickly tame 
inflation. By the end of summer, the fed funds target range would 
be 1.75%-2.00% and easily within reach of an estimated neutral 
posture of around 2.50%. Quarter point increases and a one 
meeting pause in hikes finish our base forecast. 

We believe the faster the Fed raises the fed funds rate, the more 
likely the Fed is to pause later this year. While monetary policy 
acts with a 6 to 12-month lag, the Fed will have moved from 
ultra-accommodative to near-neutral in a little over a year. The 
pivot moved market conditions swiftly, and we anticipate the 
impact of tighter funding conditions to still be catching up with 
the policy when the Fed pauses. 

Fed balance sheet unwind removes liquidity 

Since November of last year, the Fed tapered bond purchases 
wrapping them up in March. The Fed is poised to unwind much 
of the holdings added over the past two years to remove excess 
liquidity added as the Fed ballooned the money supply. In past 
quantitative easing efforts, the Fed limited the impact on the 
money supply by increasing bank reserves. To get to neutral, the 
Fed needs to shift Treasuries and mortgage-backed securities 
back into investor’s hands by allowing positions to mature and 
for markets to bear the burden of future financing. The Fed 
completed its background work and likely stands poised to 
announce an unwind in May to begin in June. 

Collectively, rate increases coupled with the roll-off of the Fed’s 
balance sheet return the Fed to a neutral stance. 

 
 
 
 

 
 
 
 
 
 
 
 
 
 

Source: AEIS, Inc, and Bloomberg L.P. 
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Core Fixed Income 
The Fed retreats with inflation as the sole focus 
There is no free lunch in investing. There is only risk and return. We 
believe now isn't the time to exit fixed income; now is the time to own it. 

A year ago, we recommended investors look for incremental income in 
dividend-paying stocks. This year, the yield on the Bloomberg US 
Aggregate Bond Index rose to nearly 3%, roughly in line with the yield on 
the Dow Jones Dividend Select Index. We recommend both income and 
total return investors rotate back to core fixed income to realign risk as 
we enter the mid-stage of the investment cycle. While the yield on high 
yield bonds moved higher, we view core bonds as more attractively 
valued for income portfolios at this juncture.  

 

Fixed income by segment 
Treasuries: We remain Underweight, with a small, out-of-benchmark 
allocation to short TIPS. Persistent inflation remains a downside risk, and 
TIPS stand to benefit should rising yields return. We see value in a 
barbell approach to government bonds. The yield on short-dated 
government bonds likely increases over the next year, providing both an 
earning asset and stability. Depending on the path of inflation, we view 
long Treasuries as providing positive returns when held to maturity and 
as a diversifying asset for total return approaches.   

Securitized: Selecting and shaping securitized exposure remains 
difficult in this highly varied sector. Most investors add exposure through 
a core bond fund that includes a measure of securitized debt — a sound 
approach in our view.  

Mortgage-backed securities (MBS) comprise more the 92% of the 
securitized bond segment. And securitized debt represents roughly one 
quarter of the Bloomberg US Universal Index. The index simply 
represents the shape of outstanding debt in the market. We believe 
active securitized managers can focus on specific slices of the market and deliver attractive risk and return.  

We view consumer risk as supported by fiscal spending initiatives, full employment, and contributions from strong investment and housing 
markets. Persistent inflation remains a risk, serving as a regressive burden that can undermine consumers' ability to repay over time. The 
Fed's balance sheet strategy has $2.7 trillion of MBS targeted for roll-off and sale over the next several years, a dynamic that is already 
priced into current spread levels, in our view. 

US Investment Grade Corporates: We remain Overweight IG Corporates adding floating rate bonds to our list this quarter. Corporate bond 
investors look for quality of earnings and the ability for companies to sustain cash flows. We see this as a bond pickers market identifying 
companies that can rebound from pandemic disruption and cheap-debt driven M&A. Slowing growth, along with erratic supply and demand 
over the next 12-24 months, may challenge companies without financial flexibility. We anticipate supply pressures ease going forward and 
forecast corporate new issuance to drop nearly in half this year as issuers contemplate higher borrowing costs and put cheap money raised 
last year to work.  

Fixed Income Forecasts 
In our base scenario, we anticipate persistent inflation likely 
leads the Fed to raise it’s fed funds target range by 200 basis 
points to 2.25%-2.50% at year-end. We expect the Fed to pull 
forward hikes with half a percent increases at the May, June 
and July meetings before slowing and ultimately pausing later 
this year. We anticipate 10-year Treasury yields press higher in 
the near-term and then to settle toward 3.00% at year-end. At 
this level, investors should benefit from half a percent of real 
yield relative to 10-year breakevens. 

In our favorable scenario, inflation settles lower as base 
effects whittle away at the recent peak in CPI. In this case, we 
anticipate the Fed could be more patient with hikes or reach a 
fourth quarter pause to rate hikes. This likely leaves the year-
end fed funds target range at 2.00%-2.25% and the 10-year 
Treasury yield settling lower to 2.75% after a further near-term 
rise. 

Our adverse scenario looks more like stagflation, with slower 
growth and sticky inflation. Given the Fed’s intense focus on 
heading off inflationary forces, we see the Fed hiking its fed 
funds target rate to 2.75%-3.00% by year end in this 
environment. The Fed’s determination to stomp down inflation 
may not gain full purchase among bond investors, leaving the 
10-year Treasury yield above 3.50% at year end. 
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Non-Core Fixed Income 
Segment by segment 
High Yield Bonds: We view the high yield bond market as 
coasting on autopilot. In our view, the modest new issuance and 
limited near-term maturities delay a deeper reckoning for High 
Yield Bonds relative to US Investment Grade Bonds. High yields 
credit spread premiums stand nearly a full percent below their 
ten-year average. In contrast, US Investment Grade credit 
spreads hover just above their ten-year average reflecting greater 
value in our view. We began rebuilding our High Yield Bond 
segment this quarter with a tactical (6 to 12-month time horizon) 
position in short high yield bonds that provide spread with less 
rate sensitivity. 

 

Floating-rate Senior Bank Loans: Issued by speculative-grade 
companies, we look at this segment as a high credit risk exposure 
offering a floating rate. Since 2020, the credit quality of the Senior 
Bank Loan space has deteriorated while the quality of High Yield 
Bond Issuers has improved. With the Fed exiting support, we 
recommend a selective approach to risk. We believe the 
opportunity for bank loans lies ahead through core-plus strategies 
for smaller accounts, or multisector for investors looking to add 
non-core exposure alone. For investors interested in adding 
senior bank loan exposure alone, we recommend active 
management and a bias for higher quality or a more discerning 
manager. 

Developed Foreign Debt: Foreign sovereign yields may rise from central-bank-driven negative yield compression in the quarters ahead. 
The return of yield to higher quality global markets may set up a rout overseas similar to that seen in U.S. bond markets this year. We 
recommend steering clear until markets re-equilibrate and medium-term central bank intentions become clear. 

Emerging Foreign Debt: The rise in 10-year developed market bond yields emanates from central banks hiking policy rates, forcing 
emerging market bonds to compete with 10-year Treasuries offering a near-positive real yield. To defend their currency and retain foreign 
investment, many emerging market central banks began rate hikes to make domestic investing more attractive. Rate hikes can also combat 
inflationary pressures. Unfortunately, rate hikes tend to slow economic growth. Longer-term dynamics, including slowing global growth due 
to aging demographics in developed nations and China's growth internalization, likely pose headwinds for Emerging Foreign Bonds. Further, 
COVID disruptions may linger against a zero-tolerance backdrop in Asia, and low vaccination rates in Africa and South America. 

US Credit Defaults Bottom 
How low can defaults go? The Fed in retreat, coupled with swirling 
inflation and slowing growth, may tip the scales toward somewhat 
higher defaults ahead. Speculative-grade companies borrowed in the 
high yield bond and senior secured loan market with wild abandon 
over the past 18 months, leaving campanies well funded and with 
limited maturities this year. This is fortunate because high yield new 
issue markets have become fickle and more costly for issuers 
requiring wider spreads to raise funds in a difficult market. 

 

 

 

Risks Resurface: China property, COVID outbreaks, retreating policy support 
When G7 central banks support their economies, the high tide covers many faults. As support recedes, markets can become more sensitive to event 
risk, and risks that may have been contained may bubble over. Markets and economies that would have rebounded may see a measurable setback. In 
this way, we believe event risk elevates this year as the Fed and other developed central banks retreat. 

We view current spread premiums of +355 basis points on US High Yield Bonds, or +363 basis points on the JPMorgan EMB Index as modest. The list 
of event risks includes: A COVID resurgence, escalation of the Russia/Ukraine war, regearing of China’s property market, rising defaults in Europe 
resulting from sanctions, high food costs exacerbating global food insecurity and Arab-spring like political instability, and the effects of tighter monetary 
policy globally. Any one in a significant enough magnitude or a combination could mute risk-taking and provide a more attractive entry point for a move 
toward tactically Equalweighting non-core segments, in our view. 



Page 13 
 
 

  

 
 

 
 

© 2022 Ameriprise Financial, Inc. All rights reserved. 

Alternatives   

 

Tactical Outlook 
Commodities 
Inflation and geopolitical issues have led to material price increases in 
food and energy since the COVID-19 lows in early 2020. According to 
the World Economic Forum, the last time global food prices spiked, 
protests began in North Africa and the Middle East, regions where food 
expenses account for 30%-50%+ of consumer expenditures. In our 
view, elevated commodity prices could increase geopolitical tensions 
should prices remain high for an extended time. However, investors 
should consider that underlying conditions fueling these price spikes 
could change rapidly, resulting in price declines. 
 

 

 
Sources: Bloomberg, World Bank, Food and Agricultural Organization of the United Nations, 
American Enterprise Investment Services, Inc.  

 

Real Estate 
Demand for Commercial Real Estate continues, despite ongoing 
geopolitical pressures and rising borrowing costs. However, we note 
that these pressures may show up in later quarters, given the time it 
takes to close deals. According to The Wall Street Journal, citing data 
from Real Capital Analytics (RCA), foreign investment in U.S. 
commercial property has surpassed pre-Covid levels. Overall, the RCA 
CPPI National All Property Index eked out a small gain (+1.1%) in the 
first quarter. 

 
Sources: Bloomberg, MSCI, American Enterprise Investment Services, Inc.

Perspectives on Alternative 
Strategies 
 
Alternative Strategies 
Alternatives to equities often show value in times when 
volatility is heightened, like during the first quarter of 2022. 
Many of these strategies held up well in the quarter with the 
Wilshire Liquid Alternatives Index down less than 2%.  

We believe investors should consider diversifying strategies 
as a third leg of a balanced investment profile.  

 

Source: Bloomberg, S&P Dow Jones Indices, Credit Suisse, Cboe 
Global Markets, Inc., American Enterprise Investment Services, Inc. 
Data from December 31, 1993 (inception of the Credit Suisse Indices) 
through March 31, 2022. 
 

Private Markets 
After setting records in 2021, private activity slowed in the first 
quarter of 2022. According to PitchBook, IPO activity slowed 
to just $33B in the first quarter compared to $775B for the full 
year last year. Most of the decrease came from lower IPO 
volume. SPAC IPOs have similarly fallen sharply since early 
2021 highs, and may be based on both a changing economic 
landscape and geopolitical concerns. 

While IPOs have fallen sharply, investor interest still remains. 
Also, according to PitchBook nearly $74B in venture capital 
was raised in the first quarter, which already makes it the third 
highest calendar year on record (trailing only 2021 and 2020). 
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Appendix  

Tactical View 
 

1Index weighting represents the approximate sector market-cap weight in the S&P 500 Index. The GAAC tactical overlay, as well as 
Recommended Tactical Weights, is derived from the Ameriprise Global Asset Allocation Committee (GAAC). Views are expressed relative 
to the Index and are provided to represent investment conviction in each sector. Tactical allocations are designed to augment Index returns 
over a 6-to-12-month time horizon. Index weights as of 4/08/22. Index and recommended weights may not add due to rounding. 

 
 
 

2Index weighting represents approximate regional market-cap weight in the MSCI All Country World Index. The GAAC tactical overlay, as 
well as Recommended Tactical Weights, is derived from the Ameriprise Global Asset Allocation Committee (GAAC). Views are expressed 
relative to the Index and are provided to represent investment conviction in each region. Tactical allocations are designed to augment Index 
returns over a 6-to-12-month time horizon. Index weights as of 4/08/22. Index and recommended weights may not add up due to rounding. 

 

U.S. Sectors1 
Sector 

S&P Index  
Weight 

GAAC Tactical  
View 

GAAC Tactical  
Overlay 

GAAC Recommended 
Weight 

Communication Services 9.4% Equalweight - 9.4% 

Consumer Discretionary 12.2% Equalweight - 12.2% 

Consumer Staples 6.0% Underweight - 4.0% 2.0% 

Energy 3.8% Equalweight - 3.8% 

Financials 11.2% Overweight +2.0% 13.2% 

Real Estate 2.7% Equalweight - 2.7% 

Health Care 13.4% Overweight +2.0% 15.4% 

Industrials 7.8% Equalweight - 7.8% 

Information Technology 28.2% Overweight +2.0% 30.2% 
Materials 2.6% Equalweight - 2.6% 
Utilities 2.7% Underweight - 2.0% 0.7% 

Total 100.0%   100.0% 

Global Regions2 

Region 
MSCI ACWI  
Index Weight 

GAAC Tactical  
View 

GAAC Tactical  
Overlay 

GAAC Recommended 
Weight 

United States 60.3% Overweight +6.4% 66.7% 

Canada 3.2% Equalweight - 3.2% 

United Kingdom 3.9% Equalweight - 3.9% 

Europe ex U.K. 13.1% Underweight - 2.0% 11.1% 

Latin America 1.1% Equalweight - 1.1% 

Asia-Pacific ex Japan 11.6% Underweight - 2.0% 9.6% 

Japan 5.4% Underweight - 1.0% 4.4% 

Middle East / Africa 1.4% Underweight - 1.4% 0.0% 

Total 100.0%  - 100.0% 
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Performance Summary 
Sources for the following performance tables: American Enterprise Investment Services Inc. (AEIS) and Morningstar Direct. Data through 
3/31/2022. Returns are total returns (including dividends) unless otherwise indicated. Returns greater than one year are annualized. An 
index is a statistical composite that is not managed. It is not possible to invest in an index. Standard deviations measure how widely the 
returns of an index have varied over time. 
 
 

U.S. Sector Returns 
Q1 

 Total 
Return 

% 

YTD 
Total 

Return 
% 

1 Year 
Total 

Return 
% 

3 Year 
Total 

Return 
% 

5 Year 
Total 

Return 
% 

2021 
Annual 
Return 

% 

2020 
Annual 
Return 

% 

2019 
Annual 
Return 

% 

1 Year 
Standard 
Deviation 

3 Year 
Standard 
Deviation 

S&P 500 Communication Services -11.92 -11.92 -0.93 15.50 9.58 32.69 23.61 21.57 17.46 19.31 
S&P 500 Consumer Discretionary -9.03 -9.03 9.79 18.60 17.16 27.94 33.30 24.43 19.20 21.98 
S&P 500 Consumer Staples -1.01 -1.01 16.10 14.00 10.16 27.61 10.75 18.63 12.47 13.88 
S&P 500 Energy 39.03 39.03 64.30 11.05 6.73 11.81 -33.68 54.64 25.91 41.96 
S&P 500 Financials -1.48 -1.48 14.69 16.76 12.36 32.13 -1.69 35.04 14.22 23.50 
S&P 500 Health Care -2.58 -2.58 19.10 16.47 15.10 20.82 13.45 26.13 16.50 15.84 
S&P 500 Industrials -2.36 -2.36 6.14 13.18 11.27 29.37 11.06 21.12 14.25 21.71 
S&P 500 Information Technology -8.36 -8.36 20.90 30.54 26.81 50.29 43.89 34.53 17.58 20.48 
S&P 500 Materials -2.37 -2.37 13.92 19.22 13.28 24.58 20.73 27.28 18.88 21.96 
S&P 500 Real Estate -6.22 -6.22 25.75 13.76 12.62 29.01 -2.17 46.19 21.28 17.99 
S&P 500 Utilities 4.77 4.77 19.93 12.19 11.42 26.35 0.48 17.67 18.34 17.66 

 

 

Global Region Returns 
Q1 

 Total 
Return 

 % 

YTD 
Total 

Return 
% 

1 Year 
Total 

Return 
% 

3 Year 
Total 

Return 
% 

5 Year 
Total 

Return 
% 

2021 
Annual 
Return 

% 

2020 
Annual 
Return 

% 

2019 
Annual 
Return 

% 

1 Year 
Standard 
Deviation 

3 Year 
Standard 
Deviation 

S&P 500 -4.60 -4.60 15.65 18.92 15.99 31.49 18.40 28.71 13.63 17.76 
MSCI Canada 4.58 4.58 20.22 15.31 10.65 27.50 5.32 25.98 13.12 20.72 
MSCI United Kingdom 1.83 1.83 13.63 5.34 5.50 21.05 -10.47 18.50 11.96 19.58 
MSCI Europe Ex UK -9.98 -9.98 0.63 9.28 7.42 24.81 10.91 15.66 15.48 19.42 
S&P Latin America 40 29.51 29.51 20.19 1.91 3.44 13.92 -11.32 -12.73 24.74 33.75 
MSCI AC Asia Pacific ex Japan -7.91 -7.91 -17.75 2.46 5.67 19.18 22.99 -10.05 12.24 17.41 
MSCI Japan -6.61 -6.61 -6.47 6.84 6.10 19.61 14.48 1.71 8.63 14.06 
FTSE AW Middle East & Africa 15.47 15.47 29.67 14.14 9.17 11.67 -2.92 24.69 10.19 19.62 

  

Multi-Asset Returns 
Q1  

Total 
Return 

% 

YTD 
Total 

Return 
% 

1 Year 
Total 

Return 
% 

3 Year 
Total 

Return 
% 

5 Year 
Total 

Return 
% 

2021 
Annual 
Return 

% 

2020 
Annual 
Return 

% 

2019 
Annual 
Return 

% 

1 Year 
Standard 
Deviation 

3 Year 
Standard 
Deviation 

FTSE Treasury Bill 3 Month 0.03 0.03 0.06 0.76 1.09 2.25 0.58 0.05 0.01 0.27 

S&P 500 Value -0.16 -0.16 12.58 14.12 11.14 31.93 1.36 24.90 11.32 18.66 

S&P 500 Growth -8.59 -8.59 18.16 22.48 19.92 31.13 33.47 32.01 18.63 18.86 

Russell Mid Cap Value -1.82 -1.82 11.45 13.69 9.99 27.06 4.96 28.34 12.39 21.94 

Russell Mid Cap Growth -12.58 -12.58 -0.89 14.81 15.10 35.47 35.59 12.73 19.61 21.40 

Russell 2000 Value -2.40 -2.40 3.32 12.73 8.57 22.39 4.63 28.27 11.46 24.94 

Russell 2000 Growth -12.63 -12.63 -14.33 9.88 10.33 28.48 34.63 2.83 17.35 24.03 

MSCI World ex USA -4.81 -4.81 3.04 8.55 7.14 22.49 7.59 12.62 11.10 17.39 

MSCI Emerging Markets -6.97 -6.97 -11.37 4.94 5.98 18.44 18.31 -2.54 10.82 18.28 

Bloomberg US Universal -6.11 -6.11 -4.23 1.85 2.31 9.29 7.58 -1.10 4.12 4.13 

Bloomberg US Government -5.53 -5.53 -3.69 1.40 1.76 6.83 7.94 -2.28 4.33 4.80 

Bloomberg US Securitized -4.99 -4.99 -4.86 0.66 1.44 6.44 4.18 -1.04 3.12 2.51 

Bloomberg US Corp IG -7.69 -7.69 -4.20 3.02 3.34 14.54 9.89 -1.04 5.52 7.53 

Bloomberg US Corporate HY -4.84 -4.84 -0.66 4.58 4.69 14.32 7.11 5.28 4.40 9.13 

Bloomberg Municipal -6.23 -6.23 -4.47 1.53 2.52 7.54 5.21 1.52 4.61 4.76 

Bloomberg Global Treasury Ex U.S. -6.49 -6.49 -8.72 -0.85 0.84 5.04 9.54 -8.17 5.68 6.09 

JPM EMBI Global -9.26 -9.26 -6.18 0.52 1.68 14.42 5.88 -1.51 7.50 10.47 

Bloomberg Commodity  25.55 25.55 49.25 16.12 9.00 7.69 -3.12 27.11 15.67 16.74 
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8-15 year strategic and tactical allocation recommendations 

 
 

Select economic statistics 
Chart Sources: Bloomberg, American Enterprise Investment Services Inc. (AEIS). Data through 3/31/2022 unless otherwise stated. 

       

  s

  

Strategic Tactical +/- Strategic Tactical +/- Strategic Tactical +/- Strategic Tactical +/- Strategic Tactical +/-

2.0%         2.0%       -       2.0%         2.0%       -       2.0%         2.0%       -       2.0%         2.0%       -       2.0%         2.0%       -       

23.0%       24.0%    +1.0%   38.0%       39.0%    +1.0%   58.0%       59.0%    +1.0%   73.0%       74.0%    +1.0%   89.0%       90.0%    +1.0%   

 20.0%       22.0%    +2.0%   32.0%       34.0%    +2.0%   46.0%       48.0%    +2.0%   56.0%       58.0%    +2.0%   64.0%       66.0%    +2.0%   
 U.S. Large Cap Value 6.0%         7.0%       +1.0%   12.0%       13.0%    +1.0%   16.0%       17.0%    +1.0%   17.0%       18.0%    +1.0%   20.0%       21.0%    +1.0%   
 U.S. Large Cap Growth 6.0%         6.0%       -       12.0%       12.0%    -       16.0%       16.0%    -       17.0%       17.0%    -       20.0%       20.0%    -       
 U.S. Mid Cap Value 2.0%         3.0%       +1.0%   2.0%         3.0%       +1.0%   4.0%         5.0%       +1.0%   8.0%         9.0%       +1.0%   9.0%         10.0%    +1.0%   
 U.S. Mid Cap Growth 2.0%         2.0%       -       2.0%         2.0%       -       4.0%         4.0%       -       8.0%         8.0%       -       9.0%         9.0%       -       
 U.S. Small Cap Value 2.0%         2.0%       -       2.0%         2.0%       -       3.0%         3.0%       -       3.0%         3.0%       -       3.0%         3.0%       -       
 U.S. Small Cap Growth 2.0%         2.0%       -       2.0%         2.0%       -       3.0%         3.0%       -       3.0%         3.0%       -       3.0%         3.0%       -       

 3.0%         2.0%       - 1.0%   6.0%         5.0%       - 1.0%   12.0%       11.0%    - 1.0%   17.0%       16.0%    - 1.0%   25.0%       24.0%    - 1.0%   
 Developed Foreign Equity 3.0%         2.0%       - 1.0%   3.0%         2.0%       - 1.0%   7.0%         6.0%       - 1.0%   11.0%       10.0%    - 1.0%   16.0%       15.0%    - 1.0%   
 Emerging Foreign Equity -            -          -       3.0%         3.0%       -       5.0%         5.0%       -       6.0%         6.0%       -       9.0%         9.0%       -       

70.0%       64.0%    - 6.0%   55.0%       50.0%    - 5.0%   35.0%       30.0%    - 5.0%   20.0%       15.0%    - 5.0%   4.0%         -          - 4.0%   

 60.0%       57.0%    - 3.0%   51.0%       46.0%    - 5.0%   30.0%       28.0%    - 2.0%   13.0%       11.0%    - 2.0%   4.0%         -          - 4.0%   
 U.S. Government 51.0%       48.0%    - 3.0%   45.0%       40.0%    - 5.0%   24.0%       21.0%    - 3.0%   7.0%         4.0%       - 3.0%   2.0%         -          - 2.0%   
 U.S. Inv. Grd Corporate 9.0%         9.0%       -       6.0%         6.0%       -       6.0%         7.0%       +1.0%   6.0%         7.0%       +1.0%   2.0%         -          - 2.0%   

 10.0%       7.0%       - 3.0%   4.0%         4.0%       -       5.0%         2.0%       - 3.0%   7.0%         4.0%       - 3.0%   -            -          -       
 High Yield Bond 10.0%       7.0%       - 3.0%   4.0%         4.0%       -       3.0%         2.0%       - 1.0%   3.0%         2.0%       - 1.0%   -            -          -       
 Developed Foreign Bond -            -          -       -            -          -       -            -          -       -            -          -       -            -          -       
 Emerging Foreign Bond -            -          -       -            -          -       2.0%         -          - 2.0%   4.0%         2.0%       - 2.0%   -            -          -       

5.0%         10.0%    +5.0%   5.0%         9.0%       +4.0%   5.0%         9.0%       +4.0%   5.0%         9.0%       +4.0%   5.0%         8.0%       +3.0%   

 -            -          -       -            -          -       -            -          -       -            -          -       -            -          -       

 5.0%         10.0%    +5.0%   5.0%         9.0%       +4.0%   5.0%         9.0%       +4.0%   5.0%         9.0%       +4.0%   5.0%         8.0%       +3.0%   

ALTERNATIVES
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Additional Resources 
Asset allocation and capital market guidance are the first steps toward formulating a well-balanced and thoughtful approach to portfolio 
construction. In addition to the Quarterly Capital Market Digest report, the Investment Research Group (IRG) also provides resources to help 
investors put our asset allocation strategies into action and provide deeper analysis into economic/market trends. Below are a few key IRG 
publications the Committee believes help to further our allocation strategies. These resources offer investable solutions to our Committee 
allocations as well as draw a closer link between strategy and real-world portfolio construction. Please refer to the IRG resources or contact 
your financial advisor for more information. 

• Committee & Economic Perspectives 
• Quarterly Capital Market Monitor (QCMM) 
• Select Separate Account Strategy & Starting Point Recommended List  
• Equity Recommended List, Recommended List Investment Strategies, and Sector Insights 
• 2022 Investment Outlook & Themes, Equity Market Outlook, and Fixed Income Outlook 
• Corporate Bond Recommended List and Credit Snapshots 

 
 
 

Global Asset Allocation Committee 
Led by top Ameriprise strategists, the Ameriprise Global Asset Allocation Committee is a team of experienced investment professionals 
focused on delivering strategic and tactical asset allocation guidance and actionable investment strategies. Each quarter the Committee 
publishes a comprehensive outlook on the markets along with its recommendations in the Quarterly Capital Market Digest.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Anthony M. Saglimbene 
Vice President 
Global Market Strategist 
 
Russell T. Price, CFA 
Vice President  
Chief Economist 
 
Jon K. Cartwright  
Senior Director  
Fixed Income 
 
Dan Garofalo 
Director  
Equity Research 
 
 
 
 

 
Brian M. Erickson, CFA 
Vice President 
Fixed Income Strategy 
 
Thomas Crandall, CFA, 
CFP, CAIA, CMT 
Senior Director  
Asset Allocation 
 
Patrick S. Diedrickson, 
CFA 
Director 
Equity Research 
 
Doug Noah 
Senior Analyst  
Manager Research 
 
 
 

Justin H. Burgin  
Vice President  
Equity Research 
 
Frederick M. Schultz 
Senior Director  
Equity Research 
 
Mark S. Phelps, CFA 
Director 
Manager Research 
 



Additional Resources & Disclosures > Page 18 
 
 

 

 

 
© 2022 Ameriprise Financial, Inc. All rights reserved. 

The content in this report is authored by American Enterprise 
Investment Services Inc. ("AEIS") and distributed by Ameriprise 
Financial Services, LLC ("AFS") to financial advisors and clients 
of AFS. AEIS and AFS are affiliates and subsidiaries of 
Ameriprise Financial, Inc. Both AEIS and AFS are member firms 
registered with FINRA and are subject to the objectivity 
safeguards and disclosure requirements relating to research 
analysts and the publication and distribution of research reports. 
The "Important Disclosures" below relate to the AEIS research 
analyst(s) that prepared this publication. The "Disclosures of 
Possible Conflicts of Interest" section, where applicable, relates 
to the conflicts of interest of each of AEIS and AFS, their 
affiliates and their research analysts, as applicable, with respect 
to the subject companies mentioned in the report. 

Each of AEIS and AFS have implemented policies and 
procedures reasonably designed to ensure that its employees 
involved in the preparation, content and distribution of research 
reports, including dually registered employees, do not influence 
the objectivity or timing of the publication of research report 
content. All research policies, coverage decisions, 
compensation, hiring and other personnel decisions with respect 
to research analysts are made by AEIS, which is operationally 
independent of AFS. 

Important disclosures 
As of March 31, 2022 
The views expressed regarding the company(ies) and sector(s) 
featured in this publication reflect the personal views of the 
research analyst(s) authoring the publication. Further, no part of 
research analyst compensation is directly or indirectly related to 
the specific recommendations or views contained in this 
publication. 

A part of a research analyst's compensation may be based upon 
overall firm revenue and profitability, of which investment 
banking, sales and trading, and principal trading are 
components. No part of a research analyst's compensation is 
based on a specific investment banking transaction, nor is it 
based on sales, trading, or principal trading. A research analyst 
may have visited the material operations of one or more of the 
subject companies mentioned in this research report. No 
payment was received for the related travel costs. 

Additional information and current research disclosures on 
individual companies mentioned in this research report are 
available on our website at ameriprise.com/legal/disclosures in 
the Additional Ameriprise research disclosures section, or 
through your Ameriprise financial advisor. You may also submit a 
written request to Ameriprise Financial, Inc., 1441 West Long 
Lake Road, Troy MI, 48098. Independent third-party research on 
individual companies is available to clients at 
ameriprise.com/research-market-insights/. SEC filings may be 
viewed at sec.gov. 

It is important to note that this publication is prepared by the 
fixed income research area of the Investment Research Group 
within AEIS. The views, opinions and strategies highlighted in 
this publication may differ materially from the views, opinions, 
and strategies published by other functional areas within the 
Investment Research Group. Further, this research report is 
created independently of actions taken or planned by the Fixed 
Income Clearing Desk (AEIS). The views, opinions and 
strategies highlighted herein may not align with the views, 
opinions, strategies, or the day-to-day trading (clearing) 
operations, of AEIS. 

Tactical asset class recommendations mentioned in this report 
reflect The Ameriprise Global Asset Allocation Committee's 
general view of the financial markets, as of the date of the report, 
based on then current conditions. Our tactical recommendations 
may differ materially from what is presented in a customized 
long-term financial plan or portfolio strategy. You should view our 
recommendations in conjunction with a broader long-term 
portfolio strategy. Not all products, services, or asset classes 
mentioned in this report may be available for sale at Ameriprise 
Financial Services, LLC. Please consult with your financial 
advisor. 

Investors should consider the investment objectives, risks, 
charges and expenses of a mutual fund or exchange traded fund 
(ETF) carefully before investing. For a free prospectus, which 
contains this and other important information about the funds, 
please contact your financial advisor. The prospectus should be 
read carefully before investing. 

Diversification and Asset Allocation do not assure a profit or 
protect against loss. 

Product Risk Disclosures 
Alternative investments cover a broad range of strategies and 
structures designed to be low or non-correlated to traditional 
equity and fixed-income markets with a long-term expectation of 
illiquidity. 

Alternative investments involve substantial risks and are more 
volatile than traditional investments, making them more 
appropriate for investors with an above-average tolerance for 
risk. 

There are risks associated with an investment in a bond fund, 
including credit risk, interest rate risk, and prepayment and 
extension risk. In general, bond prices rise when interest rates 
fall and vice versa. This effect is usually more pronounced for 
longer-term securities. 

Bond ratings are provided by Nationally Recognized 
Statistically Ratings Organizations (NRSRO) as designated by 
the U.S. Securities & Exchange Commission's (SEC) as credit 
agencies. The list of NRSRO's currently includes Standard & 
Poor's (SPC), Moody's Investors Service (MDY), Fitch Ratings 
(FTC), and the Dominion Bond Rating Service (DBRS). The 
SEC's list of NRSROs is subject to change by the SEC. Ratings 
are evaluations of a bond issuer's financial strength, or its ability 
to pay a bond's principal and interest in a timely fashion. Ratings 
are divided into categories ranging from AAA (highest) to D 
(lowest). Investment grade ratings include: Moody's ratings of 
Aaa, Aa, A, Baa and Standard & Poor's ratings of AAA, A.A., A 
BBB. Non-investment grade securities, commonly called "high-
yield" or "junk" bonds, have more volatile prices and carry more 
risk to principal and income than investment grade securities. 
Ratings are subjective opinions, are not statements of fact, and 
are subject to change. 

Cash Investments generally refer to assets, securities and/or 
products which are low in risk and highly liquid. These 
instruments can include Treasury bills, certificates of deposit, 
money market funds as well as high quality bonds whose 
maturities are less than 12 months. Cash investments can also 
include illiquid cash held in a mutual fund or pledged as collateral 
for derivatives. You can only access this cash by redeeming the 
fund using it, subject to fees or time constraints associated with 
redemptions. 

Commodity investments may be affected by the overall market 
and industry- and commodity-specific factors and may be more 
volatile and less liquid than other investments. 

file://i.ameriprise.com/Shared/BRK_ACSM_PD/Investment%20Research%20Group/Investment%20Research%20Group%20-%202019/Reformatting%20Content/Mock-ups/ameriprise.com/legal/disclosures
file://i.ameriprise.com/Shared/BRK_ACSM_PD/Investment%20Research%20Group/Investment%20Research%20Group%20-%202019/Reformatting%20Content/Mock-ups/ameriprise.com/research-market-insights/
file://i.ameriprise.com/Shared/BRK_ACSM_PD/Investment%20Research%20Group/Investment%20Research%20Group%20-%202019/Reformatting%20Content/Mock-ups/sec.gov
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All fixed income securities are subject to a series of risks which 
may include, but are not limited to: interest rate risk, call risk, 
refunding risk, default risk, inflations risk, liquidity risk and event 
risk. Please review these risks with your financial advisor to 
better understand how these risks may affect your investment 
choices. In general, bond prices rise when interest rates fall and 
vice versa. This effect is usually more pronounced for longer-
term securities. This means you may lose money if you sell a 
bond prior to maturity as a result of interest rate or other market 
movement. 

Growth securities, at times, may not perform as well as value 
securities or the stock market in general and may be out of favor 
with investors. 

International investing involves increased risk and volatility due 
to political and economic instability, currency fluctuations, and 
differences in financial reporting and accounting standards and 
oversight. Risks are particularly significant in emerging 
markets. 

New issue bonds are sold only by the prospectus or offering 
circular of the individual issuer. An investor should read the 
prospectus or offering circular carefully before investing. 

Securities offered through AFS may not be appropriate for all 
investors. Consult with your financial advisor for more 
information regarding the appropriateness of a particular 
investment. 

Any information relating to the income or capital gains tax 
treatment of financial instruments or strategies discussed herein 
is not intended to provide specific tax advice or to be used by 
anyone to provide tax advice. Investors are urged to seek tax 
advice based on their particular circumstances from an 
independent tax professional. 

For further information on fixed income securities please refer to 
FINRA's Smart Bond Investing at FINRA.org, MSRB's Electronic 
Municipal Market Access at emma.msrb.org, or Investing in 
Bonds at investinginbonds.com. 

Non-investment-grade (high-yield or junk) securities present 
greater price volatility and more risk to principal and income than 
higher rated securities. 

Like real estate, REITs are subject to illiquidity, valuation and 
financing complexities, taxes, default, bankruptcy and other 
economic, political or regulatory occurrences. 

Investments in small- and mid-cap companies involve risks 
and volatility greater than investments in larger, more 
established companies. 

The U.S. government may be unable or unwilling to honor its 
financial obligations. Securities issued or guaranteed by federal 
agencies and U.S. government-sponsored instrumentalities may 
or may not be backed by the full faith and credit of the U.S. 
government. 

Value securities may be unprofitable if the market fails to 
recognize their intrinsic worth or the portfolio manager 
misgauged that worth. 

Index Definitions 
An index is a statistical composite that is not managed. It is not 
possible to invest directly in an index. 

Definitions of individual indices mentioned in this report are 
available on our website at ameriprise.com/legal/disclosures/ in 

the Additional Ameriprise research disclosures section, or 
through your Ameriprise financial advisor. 

The Credit Suisse Hedge Fund Index is an asset-weighted 
hedge fund index and includes only funds, as opposed to 
separate accounts. The Index uses the Credit Suisse Hedge 
Fund Database (formerly known as the "Credit Suisse/Tremont 
Hedge Fund Database"), which tracks approximately 8,000 
funds and consists only of funds with a minimum of US$50 
million under management, a 12-month track record, and audited 
financial statements. The Index is calculated and rebalanced on 
a monthly basis, and reflects performance net of all hedge fund 
component performance fees and expenses. 

Disclaimer Section 
Except for the historical information contained herein, certain 
matters in this report are forward-looking statements or 
projections that are dependent upon certain risks and 
uncertainties, including but not limited to, such factors and 
considerations as general market volatility, global economic and 
geopolitical impacts, fiscal and monetary policy, liquidity, the 
level of interest rates, historical sector performance relationships 
as they relate to the business and economic cycle, consumer 
preferences, foreign currency exchange rates, litigation risk, 
competitive positioning, the ability to successfully integrate 
acquisitions, the ability to develop and commercialize new 
products and services, legislative risks, the pricing environment 
for products and services, and compliance with various local, 
state, and federal health care laws. See latest third- party 
research  reports and updates for risks pertaining to a particular 
security. 

This summary is based upon financial information and statistical 
data obtained from sources deemed reliable, but in no way is 
warranted by Ameriprise Financial, Inc. as to accuracy or 
completeness. This is not a solicitation by Ameriprise Financial 
Services, LLC of any order to buy or sell securities. This 
summary is based exclusively on an analysis of general current 
market conditions, rather than the appropriateness of a specific 
proposed securities transaction. We will not advise you as to any 
change in figures or our views. 

Past performance is not a guarantee of future results. 

Investment products are not insured by the FDIC, NCUA or 
any federal agency, are not deposits or obligations of, or 
guaranteed by any financial institution, and involve 
investment risks including possible loss of principal and 
fluctuation in value. 

Ameriprise Financial Services, LLC and its affiliates do not offer 
tax or legal advice. Consumers should consult with their tax 
advisor or attorney regarding their specific situation. 

Ameriprise Financial Services, LLC. Member FINRA and SIPC.  

© 2022 Ameriprise Financial, Inc. All rights reserved. 
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