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Returns by Asset Class

Data as of March 31, 2022. All international equity indices are MSCI indices and in USD. Diamonds represent the year-to-date total returns and bars represent monthly returns. 

Sectors: Big Divergences in Sector Performance with 9 
out of the 11 Sectors Delivering Negative Returns 

During the Quarter. Energy Shines on Rising Oil Prices.

FX: Interest 
Rate 

Differentials 
Support US 

Dollar.

Commodities: 
Geopolitical 

Tensions 
Boost 

Commodities.

Fixed Income: No Where to Hide. 
Large Drawdowns Across Most Fixed 

Income Sectors.

2022 Performance

March Performance

Returns By Asset Class | Month and Year-to-Date Returns

Equities: Geopolitical Tensions & Rising 
Inflation Weigh on Most Markets in the 1st

Quarter. Commodity Gains Fuel Latin 
American Stocks.
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Continuing Claims Lowest on Record
• The Federal Reserve (Fed) delivered its first rate 25 basis point increase since 2018. While

the move was expected, the Fed’s new dot plot projections signaled an accelerated pace of
tightening in the months ahead. This led to a sharp flattening/inversion in some measures of
the yield curve, triggering concerns about a potential recession.

• The persistent rise in inflation continues to be a critical concern for policy makers across the
globe. In the US, headline inflation (+7.9% YoY) and core CPI (+6.4% YoY) climbed at its
fastest pace since the 1980s in March. The gains were fueled by rising energy, food and
shelter costs. Inflation is not just rising in the US, it has been a global phenomenon.

• Consumer sentiment has deteriorated as concerns about inflation grow. While concerning, the
US labor market remains very strong. Job growth has averaged over 550k/month since the
start of the year, wages are rising at a 5.6% pace and continuing claims, the number of people
receiving unemployment assistance from state programs, fell to its lowest level since 1969.

• With Russia’s invasion of Ukraine still ongoing, Europe’s economy is particularly at risk
given its proximity to the conflict and strong trade linkages with both countries.

• While COVID concerns remain on the backburner in the US, China is battling its biggest
surge in cases in nearly two years. This has led to renewed shutdowns across the country,
triggering concerns of downside risks to China’s 5.5% growth forecast.
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Global Economy | 12-Month Outlook

Global Economy | Recent Trends

Global Economy | The US Economy is Still on Solid Ground

Flat Yield Curve Raises Recession Fears
• We still expect above-trend economic growth of ~2.5% in 2022. While Russia’s invasion of

Ukraine and concerns about the pace and magnitude of the Fed’s tightening cycle has created
some near-term uncertainties, we believe the US economy will continue to power ahead.

• While the recession debate will likely dominate news headlines now that parts of the yield curve
are inverted, we see limited risk of a recession in the next 12 months. With growth still
running above trend, many of our favorite recessionary indicators (i.e., jobless claims, LEIs, and
building permits) are not sending warning signals at this time.

• While higher inflation and a Fed determined to slow the economy via higher rates could dampen
spending, we think the consumer will remain resilient. Strong job growth, solid wage gains,
excess savings, and pent up demand for experiences will likely keep the consumer spending.

• Russia’s invasion of Ukraine poses the greatest downside risk to Europe’s recovery given its
dependence on Russia for its energy needs. The longer the conflict lasts, the greater the risk of a
sizeable economic deceleration in the region. While a COVID wave is presenting challenges for
China’s recovery, we think Chinese authorities will respond with further stimulus.
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• The S&P 500 index rose 3.7% in March, climbing back to ~4,500, roughly 5% below its
previous record high of 4,796. The NASDAQ, DOW and Russell 2000 also recouped some of
their recent losses in March, highlighting the resiliency of the US markets. Despite this, a
10% intra-quarter correction led the S&P 500 to its first quarterly decline in two years.

• Geopolitical tensions and concerns about the growth/earnings outlook impacted
sector performance. Higher oil prices led the Energy sector to post its largest quarterly
gain on record (+ 39% YTD). Defensive sectors, such as Utilities (~+5%) and Staples (-1%),
held up well amid the volatility. Growth underperformed Value by ~8% in the 1st quarter.

• While US earnings growth has remained stable in the face of uncertainties, the S&P 500
Index has had a sizeable compression in its earnings multiple this quarter. Although, some
of its de-rating was partially reversed towards the end of the month.

• International equity returns lagged the US, with the weakness most pronounced in
Europe and the EM countries closest to the conflict. Geopolitics, delisting fears and the
latest Omicron outbreak weighed on Chinese equities (-~14% YTD). Latin America stocks
(+27%) bucked the trend benefiting from low valuations and soaring commodity prices.

3

• Despite recent headwinds, we believe equity prices will continue to move higher over
the next 12 months given a favorable economic backdrop and resilient earnings. Our
year-end 2022 S&P 500 price target is 4,725 ($225 EPS and 21x P/E).

• We have made some modest shifts to our sector exposure. We continue to favor the
cyclical sectors (Industrials, Financials and Energy) which should continue to benefit
from a sustained economic recovery. We have dialed back our Consumer Discretionary
exposure as incomes will likely be pinched from rising inflation and have moved Health
Care to an overweight due to attractive valuations.

• While small caps have underperformed, we still favor adding small-cap exposure. We
remain positive on the sector due to its attractive valuations, strong earnings momentum
and greater exposure to US economic growth.

• Our longer-term bias toward US equities remains intact. US equities continue to benefit
from stronger earnings growth, better profitability and a resilient economy. We think
Europe is at risk for a greater slowdown given its trade linkages with Russia/Ukraine. While
EM Asia has been adversely impacted by recent events, we think compelling valuations
and better longer-term growth prospects present opportunities for long-term investors.
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Global Equities | 12-Month Outlook

Global Equities | Recent Trends

Equities | Recovering From the Recent Correction

P/E Multiples Partially Recover

US Equities Rebound in March
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3 Months – 10 Year 
Spread:
• Longest Track Record
• Preferred by Fed
• Inverted Prior to Last 

8 Recessions

3 Months – 30 Year 
Spread:
• Encompasses Total 

Yield Curve
• Inverted Prior to Last 

6 Recessions

2 Year – 10 Year 
Spread:
• Inverted Prior to Last 

6 Recessions
• Most Consistent, 

Pronounced Inversion
• Most Watched by the 

Market

4

Don’t Fear the Yield Curve, Yet!

4

Source: FactSet, Data as of 4/1/2022.
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• The sharp moves in the Treasury markets were one for the history books. The 2-yr yield
soared ~150 basis points to 2.32% during the quarter, its largest increase since June 2004.
The 10-yr Treasury yield rose ~80 basis points to 2.29%.

• Yields spiked after the Fed released its new dot plot projections in March, which signaled that
interest rates will likely move significantly higher in the coming months. This led the market
to price in eight+ rate hikes in 2022 and a ~70% chance of a 50 basis point hike in May. At
the beginning of the year, only three rate increases were expected.

• Hawkish comments from policymakers further accelerated the recent curve flattening
trend, driving the 2/10 year curve closer to inversion (4 bps). With other parts of the yield
curve, such as the 20/30 year and the 5/30 year spread are already inverted, recession
concerns have started to dominate the news headlines.

• The Fed concluded its asset purchases in March. While this was expected, sentiment soured
after Powell hinted during his Congressional testimony that the Fed may favor an earlier
start and a potentially more aggressive unwind of its ~$9 trillion balance sheet.

• All fixed income sectors delivered negative returns in March and during the 1st quarter. The
Bloomberg US Aggregate Index experienced one of its worst drawdowns since the 1980s.

5

Largest Drawdown in the US Agg Since the 80s

Massive Rise in US Treasury YieldsGlobal Bonds | 12-Month Outlook

Global Bonds | Recent Trends

• Bond yields continue to rise at an accelerated pace due to persistent and elevated inflation
pressures. Comments from Fed officials suggest this tightening cycle will see front-loaded
rate hikes. The sharp moves in Treasury yields in advance of the Fed’s tightening cycle should
start to cool demand given the interest rate sensitivity of the economy. We forecast the 10-
year Treasury to end 2022 at 2.25% and for the Fed to raise rates less than the market is
currently expecting.

• With the first rate hike out of the way and the tapering process now completed, the next
phase of the Fed’s policy normalization process will focus on reducing the size of its ~$9T
balance sheet. We expect the Fed to announce a peak run-off of ~$90 billion per month (~$60
Treasurys and ~$30 mortgages) shortly.

• The velocity of the move in the Treasury market has created some dislocations in the
credit oriented and municipal sectors of the bond market. We think municipals offer a
compelling opportunity given the strength of state finances and their attractive valuations.
With the economy not expected to enter a recession, corporate credits also provide an
opportunity to take advantage of additional carry given the recent spread widening.
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Fixed Income | Front-Loaded Tightening Cycle Now Expected
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• Commodity prices continue to soar as Russia’s invasion of Ukraine has threatened key
supplies of energy, crops and materials to the rest of the world. The latest surge has seen the
Bloomberg Commodity Index more than double since hitting a low during the
pandemic. The recent lockdowns in China are also threatening to disrupt global supply
chains again.

• Commodities have substantially outperformed inflation sensitive assets in 2022. This is
consistent with the historical patterns we have observed during periods of elevated and
rising inflation.

• After a short-lived drop below $100/bbl., WTI oil prices resumed their upward trend rising
~5% MTD and ~33% YTD. Natural gas prices are also up ~28% MTD and ~59% YTD. Higher
gas prices have become a political liability for President Biden, who just announced a 1
million barrel per day release from the Strategic Petroleum Reserve. The move is
intended to offset some of the higher costs consumers are paying at the pump.

• The US dollar typically has an inverse relationship with commodity prices, however it is
benefiting from widening rate differentials as the Fed looks to front-load its tightening
cycle. However, commodity-linked currencies have recently strengthened vs. the dollar.

6

Elevated & Rising Inflation Lifts Commodity ReturnsCommodities & Currencies | 12-Month Outlook

Commodities & Currencies | Recent Trends

• Any sign of a de-escalation in the Russia-Ukraine conflict should see oil prices moderate as
the war risk premium fades out of the price. However, we do believe that oil prices will
remain elevated and have a year-end forecast for oil of $95/barrel.

• With OPEC+ nations expected to increase production and US producers incentivized to bring
capacity online after years of underinvestment, oil prices should start to stabilize once the
Russian conflict gets resolved.

• Russia’s aggressions toward Ukraine will likely accelerate global demand for clean energy
solutions, such as solar and wind. We have already seen a dramatic shift in the European
Union’s energy policy, where they look to expeditiously cut their dependency on Russia for
their energy needs. This should lead to further development in green energy solutions.

• The US dollar continues to benefit from stronger relative growth, widening interest rate
differentials and persistent capital flows into US assets. With these developments largely
reflected in the dollar’s value, further gains are likely to be limited. The euro is likely to
remain under pressure until conflict in the region gets resolved. However, a resolution could
see its recent losses reverse.
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Commodities & Currencies | Geopolitical Tensions Keep Commodity Prices Elevated
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The surge in commodity prices remains the biggest
risk to our economic outlook and risk assets in general.
While geopolitical risks will likely keep the price of oil
elevated, we believe that increased OPEC and US
production and a slight moderation in demand (as a
result of higher prices), will ultimately pressure the
price of oil lower. While oil could temporarily move
higher from current levels, we expect it to moderate
toward $95/barrel by year end.

1ECONOMY

2022 US GDP: ~2.5%

2 BOND MARKET 3 EQUITIES

4 DOLLAR DIRECTION 5 OIL 6 VOLATILITY

Summary | Views and Key 2022 Year-End Targets 

2022 EUR/USD: 1.15 2022 Oil: $95/bbl Volatility:

2022 S&P 500: 4,725

In non-recessionary environments, geopolitical events
have historically led to increased volatility in the near
term, but equity markets have been higher on average
in the 12 months following. We expect the current
environment to follow the historical precedent, as
above-trend economic growth and a solid earnings
environment support the S&P 500 to move higher to
4,725 by year end. We would favor cyclical over
defensive sectors.

2022 10-Year Treasury: 2.25%

Elevated inflation pressures will bring a front-loaded
tightening cycle. The swift move in Treasury yields in
advance of the Fed’s tightening cycle should start to
cool demand given the interest rate sensitivity of the
economy. Our year-end target for the 10-year Treasury
yield is 2.25%. Dislocations in the market have created
opportunities in the credit-sensitive and municipal
sectors. We would continue to favor higher-quality
corporate bonds and municipals.

The US dollar continues to benefit from stronger
economic growth, favorable interest rate differentials
and consistent flows into US assets. The Russia-
Ukraine conflict will likely put further downward
pressure on the euro. While policy divergences with
Europe could see the US dollar move higher in the near
term, investor positioning should limit the dollar’s
ascent. The dollar will likely benefit until there is a
resolution to the Russia-Ukraine war.

While volatility has moderated from its recent peak,
there are plenty of catalysts that could move it higher
over the next 12 months. Possible triggers include
further geopolitical uncertainty, higher inflation, a
monetary policy error, the Fed’s balance sheet
reduction plans, the midterm elections, or any
disruptive COVID waves.

We see limited risk of recession over the next 12
months. The robust labor market, strong consumer
spending and elevated capital expenditures should
continue to support above-trend growth in 2022.
However, the longer the crisis in Ukraine lasts, the
more downside risk there is to the US economy as
elevated food & gasoline prices will be a headwind for
consumer spending going forward.
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DISCLOSURES

Diversification does not ensure a profit or guarantee against a loss

INTERNATIONAL INVESTING | International investing involves additional risks such as currency fluctuations, differing financial accounting standards, and possible political and economic
instability. These risks are greater in emerging markets.

SECTORS | Sector investments are companies engaged in business related to a specific economic sector and are presented herein for illustrative purposes only and should not be
considered as the sole basis for an investment decision. Sectors are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are
additional risks associated with investing in an individual sector, including limited diversification.

OIL | Investing in oil involves special risks, including the potential adverse effects of state and federal regulation and may not be suitable for all investors.

CURRENCIES | Investing in currencies is generally considered speculative because of the significant potential for investment loss. Their markets are likely to be volatile and there may be
sharp price fluctuations even during periods when prices overall are rising.

GOLD | Gold is subject to the special risks associated with investing in precious metals, including but not limited to: price may be subject to wide fluctuation; the market is relatively
limited; the sources are concentrated in countries that have the potential for instability; and the market is unregulated.

FIXED INCOME | Fixed-income securities (or “bonds”) are exposed to various risks including but not limited to credit (risk of default of principal and interest payments), market and
liquidity, interest rate, reinvestment, legislative (changes to the tax code), and call risks. There is an inverse relationship between interest rate movements and fixed income prices.
Generally, when interest rates rise, fixed income prices fall and when interest rates fall, fixed income prices generally rise.

US TREASURIES | US Treasury securities are guaranteed by the US government and, if held to maturity, generally offer a fixed rate of return and guaranteed principal value.

US DOLLAR | The US Dollar Index is an index (or measure) of the value of the United States dollar relative to a basket of foreign currencies,[1] often referred to as a basket of U.S. trade
partners' currencies.[2] The Index goes up when the US dollar gains "strength" (value) when compared to other currencies.

DEFINITIONS

AGGREGATE BOND | Bloomberg US Agg Bond Total Return Index: The index is a measure of the investment grade, fixed-rate, taxable bond market of roughly 6,000 SEC-registered
securities with intermediate maturities averaging approximately 10 years. The index includes bonds from the Treasury, Government-Related, Corporate, MBS, ABS, and CMBS sectors.

HIGH YIELD | Bloomberg US Corporate High Yield Total Return Index: The index measures the USD-denominated, high yield, fixed-rate corporate bond market. Securities are classified
as high yield if the middle rating of Moody’s, Fitch and S&P is Ba1/BB+/BB+ or below.

CREDIT | Bloomberg US Credit Total Return Index: The index measures the investment grade, US dollar-denominated, fixed-rate, taxable corporate and government related bond
markets. It is composed of the US Corporate Index and a non-corporate component that includes foreign agencies, sovereigns, supranationals and local authorities.

MUNICIPAL | Bloomberg Municipal Total Return Index: The index is a measure of the long-term tax-exempt bond market with securities of investment grade (rated at least Baa by
Moody’s Investors Service and BBB by Standard and Poor’s). This index has four main sectors: state and local general obligation bonds, revenue bonds, insured bonds, and prerefunded
bonds.

BG COMMODITY INDEX | Bloomberg Commodity Index is calculated on an excess return basis and reflects commodity futures price movements.

BLOOMBERG INDUSTRIAL METALS INDEX | Bloomberg Industrial Metals Index reflects the returns that are potentially available through an unleveraged investment in the futures
contracts on industrial metal commodities.

MSCI EM ASIA INDEX | The MSCI Emerging Markets (EM) Asia Index captures large and mid cap representation across 8 Emerging Markets countries*.

With 1,160 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country.

DATA SOURCES

FactSet as of 3/31/2022.



S&P 500 | The S&P 500 Total Return Index: The index is widely regarded as the best single gauge of large-cap U.S. equities.

EMERGING MARKETS EASTERN EUROPE | MSCI EM Eastern Europe Net Return Index: The index captures large- and mid-cap representation across four Emerging Markets (EM) countries in Eastern
Europe. With 50 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country.

ASIA EX JAPAN INDEX | The MSCI AC Asia ex Japan Index captures large and mid cap representation across 2 of 3 Developed Markets (DM) countries* (excluding Japan) and 9 Emerging Markets (EM)
countries in Asia. With 983 constituents, the index covers approximately 85% of the free float adjusted market capitalization in each country.

AC WORLD INDEX | The MSCI AC World Index is a market capitalization weighted index designed to provide a broad measure of equity-market performance throughout the world. The MSCI ACWI is
maintained by Morgan Stanley Capital International (MSCI) and is comprised of stocks from 23 developed countries and 24 emerging markets.

EMERGING MARKETS LATIN AMERICA | MSCI EM Latin America Net Return Index: The index captures large- and mid-cap representation across five Emerging Markets (EM) countries in Latin America.
With 116 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country.

EMERGING MARKETS | MSCI Emerging Markets Net Return Index: This index consists of 23 countries representing 10% of world market capitalization. The index is available for a number of regions,
market segments/sizes and covers approximately 85% of the free float-adjusted market capitalization in each of the 23 countries.

JAPAN | MSCI Japan Net Return Index: The index is designed to measure the performance of the large and mid cap segments of the Japanese market. With 319 constituents, the index covers
approximately 85% of the free float-adjusted market capitalization in Japan.
EUROPE EX UK | MSCI Europe Ex UK Net Return Index: The index captures large and mid cap representation across 14 Developed Markets (DM) countries in Europe. With 337 constituents, the index
covers approximately 85% of the free float-adjusted market capitalization across European Developed Markets excluding the UK.

MSCI EAFE | The MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed market equity performance, excluding the
United States & Canada. The EAFE consists of the country indices of 22 developed nations.

MSCI EM | The MSCI Emerging Markets Index captures large and mid cap representation across 25 Emerging Markets (EM) countries*. With 1,420 constituents, the index covers approximately 85% of
the free float-adjusted market capitalization in each country.

INTERNATIONAL DISCLOSURES

FOR CLIENTS IN THE UNITED KINGDOM | For clients of Raymond James Financial International Limited (RJFI): This document and any investment to which this document relates is intended for the
sole use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described in the FCA rules or persons described in Articles 19(5) (Investment
professionals) or 49(2) (high net worth companies, unincorporated associations, etc.) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended)or any other
person to whom this promotion may lawfully be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by such
persons and is, therefore, not intended for private individuals or those who would be classified as Retail Clients. FOR CLIENTS OF RAYMOND JAMES INVESTMENT SERVICES, LTD.: This document is for
the use of professional investment advisers and managers and is not intended for use by clients. FOR CLIENTS IN FRANCE | This document and any investment to which this document relates is
intended for the sole use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement
General de l'Autorite des marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by such persons and is,
therefore, not intended for private individuals or those who would be classified as Retail Clients. FOR CLIENTS OF RAYMOND JAMES EURO EQUITIES | Raymond James Euro Equities is authorised and
regulated by the Autorite de Controle Prudentiel et de Resolution and the Autorite des Marches Financiers. FOR INSTITUTIONAL CLIENTS IN THE EUROPEAN ECONOMIC AREA (EE) OUTSIDE OF THE
UNITED KINGDOM | This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be submitted. FOR CANADIAN CLIENTS |
This document is not prepared subject to Canadian disclosure requirements, unless a Canadian has contributed to the content of the document. In the case where there is Canadian contribution, the
document meets all applicable IIROC disclosure requirements.

DESIGNATIONS

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP® and CERTIFIED FINANCIAL PLANNER™ in the U.S. Investments & Wealth InstituteTM (The Institute) is the owner of
the certification marks “CIMA” and “Certified Investment Management Analyst.” Use of CIMA and/or Certified Investment Management Analyst signifies that the user has successfully completed The
Institute's initial and ongoing credentialing requirements for investment management professionals.

CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.
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INTERNATIONAL HEADQUARTERS: THE RAYMOND JAMES FINANCIAL CENTER  
880 CARILLON PARKWAY // ST. PETERSBURG, FL 33716 // 800.248.8863

The views expressed in this commentary are the current opinion of the Chief Investment Office, but not necessarily those of Raymond James & Associates, and are subject to change. Information
contained in this report was received from sources believed to be reliable, but accuracy is not guaranteed. Past performance is not indicative of future results. No investment strategy can
guarantee success. There is no assurance any of the trends mentioned will continue or that any of the forecasts mentioned will occur. Economic and market conditions are subject to change.
Investing involves risks including the possible loss of capital. Material is provided for informational purposes only and does not constitute a recommendation.

© 2022 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC. © 2022 Raymond James Financial Services, Inc., member FINRA/SIPC. Investment products are: not
deposits, not FDIC/NCUA insured, not insured by any government agency, not bank guaranteed, subject to risk and may lose value. Raymond James® is a registered trademark of Raymond
James Financial, Inc.
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