
 
 
 
 
 
January, 2022 
 
RE: 4th Quarter Newsletter 
 
Dear Mailing Salutation: 

 
Happy New Year – another year and our “friend” COVID is still with us.   I hope this letter 
finds you healthy, well and dodging our “friend”. 
 

Recent Market Performance  
The fourth quarter yielded positive results for all but the Emerging Markets index and saw 
strong results, especially in Large Cap U.S. stocks.  The 2021 results were very good for 
stocks except for Emerging Markets.   Taxable bonds had a rough year due to rising interest 
rates that look to continue to do so into 2022. 
 

Stocks Index Total Returns 4th Qtr YTD 10 Year 

Data as of December 31, 2021 Results Results Results 

Dow Jones Industrial Average (DJIA) 7.87% 20.95% 14.21% 

Standard & Poor's 500  (S&P 500) 11.03% 28.71% 16.55% 

Russell 2000 (Small US Companies) 2.14% 14.82% 13.23% 

MSCI EAFE in US $ (Europe, Australasia, Far East) 2.69% 11.26% 8.03% 

MSCI Emerging Markets (in US $) -1.68% -4.59% 3.00% 

MSCI ACWI NR (in US $) 6.68% 18.54% 11.85% 
 
 

Bonds - Total Returns 4th Qtr YTD 10 Year 

Data as of December 31, 2021 Results Results Results 

BarCap Municipal Total Return 0.72% 1.52% 3.72% 

BarCap Aggregate Bond Total Return 0.01% -1.54% 2.90% 
 
 
 
 
 

Mutual Fund Index Total Returns 4th Qtr YTD 10 Year 

Data as of December 31, 2021 Results Results Results 

Large-cap Growth 3.59% 21.47% 19.57% 

Large-cap Value 7.62% 21.49% 11.84% 



Small-cap Growth -0.65% -1.00% 14.44% 

Small-cap Value 5.13% 31.79% 11.54% 
World Allocation  3.63% 11.31% 6.92% 

Foreign Blend 2.55% 9.72% 7.85% 
 
 
 
Please see index definitions at the end of the newsletter.      Source:  Morningstar 

 
*Inclusion of these indexes is for illustrative purposes only.  Keep in mind that individuals cannot invest directly in any 

index, and index performance does not include transaction costs or other fees, which will affect actual investment 
performance.  Individual investor’s results will vary.  Past performance does not guarantee future results. 

 

Financial & Investment Comments 
 
As noted above, the broad mutual fund categories we follow did well with the exception of 
Small Cap Growth stocks.    After very solid years in 2019 and 2020, the group fared poorly 
in 2021.   Some of this was likely due to rising interest rates and some could be that after 
rising 27.6% in 2019 and 43.5% in 2020, the group was due to some profit taking.   As of 
January 20th, Large Cap Growth and Small Cap Growth mutual funds have declined 12.68% 
and 15.64% respectively as interest rates have risen since the start of 2022 (source Morningstar 

Advisor Workstation 1/21/2022). 
 
Obviously, the equity markets are off to a poor start for the year.   As of January 21st, the 
S&P 500 is down roughly 8% year-to-date and the Russell 2000 is down over 11%.   Just a 
friendly reminder, the equity markets don’t go up all the time.   There are going to be 
periods in which they sell off markedly and this appears to be one of those periods.   Right 
now, the main culprit seems to be that the Federal Reserve may increase short term 
interest rates 3 to 4 times this year to combat inflation which was 7% for 2021, the highest 
since June, 1982. (source: Bloomberg, January 12, 2022).   To put that in perspective (at least for 
me), I had just finished my junior year of college some 40 years ago.    Any time interest 
rates rise, stocks of growth companies get hit the hardest.   That is certainly what we are 
seeing as 2022 unfolds.     
 
Another thing to keep in mind looking at the charts above is how well growth stocks have 
performed relative to value stocks.   Value stock returns are roughly inline or slightly 
higher than their historic average returns.    Growth stock returns on the other hand have 
greatly exceeded the historic averages. 
 
In a recent Capital Group/American Funds publication, long time manager Rob Lovelace 
discusses that the markets have been due for a correction (a decline of 10% or more in 
prices), but that earnings growth still matters and companies have been delivering that.  He 
expects solid growth to continue in the U.S., Europe and slowing but positive growth in 
China.  Earnings in U.S. based companies have grown roughly 7% a year over the past 
decade.   While selective companies and industries in other markets have done as well, the 
only country with earnings growth as strong as the U.S. has been Japan. 
 



During 2021, the Chinese government reasserted significant control over a number of 
industries and, in doing so, caused a steep price decline for companies in those industries 
and their markets.   While this hurt 2021 results, he reminds us that we should still invest 
there, because their technology and health care companies are generating significant 
innovation and products.   He also reiterated the need to look at companies in Europe, 
Canada and the Emerging Markets. (source: Capital Group: Rob Lovelace on the year ahead 1/21/2022.) 
 
Switching gears a little, here’s my take on 2022 and some observations by others: 
 
1. The economic backdrop is still very good.  The supply chain issues that continue to 

plague the economy will help the expansion to continue for a longer period of time. 
 
2. People are so sick of Covid-19 (no pun intended).   It has been like a war in many 

ways.   As winter passes and Covid becomes more of something we get used to 
managing (like the flu), hopefully life returns more to “normal”. 

 
3. Inflation may indeed persist throughout 2022.   In a talk at the Raymond James’ 

National Conference in May, 2021, Wharton professor and economist Jeremy Siegel 
predicted we’d have 20% inflation.   To be clear, he also said, he didn’t know if the 
20% would be a one-year phenomenon, or spread out over 2 to 5 years.   His 
reasoning is that the government has increased the money supply by 20% in 2020-
21 timeframe to help support the economy.   

 
4. According to CSFB, the current the S&P 500 PE Ratio is 21.4.   Historically, returns 

for the next ten years have traditionally been low single digits or negative for the 
index.   However, one-year returns have been pretty dispersed between poor and 
very good returns.   Also, keep in mind that interest rates are extremely low still so 
on a relative basis, stocks don’t look that expensive overall.   (Source:  Credit Suisse First 

Boston U.S. Equity Strategy Navigator, January, 2022) 
 
5. One sign that the markets are expensive are the sheer number of Initial Public 

Offerings (IPOs).  An IPO is when a company comes public and begins trading.   The 
year 2021 had a record 487 companies come public which dwarfs the next highest, 
2013 when 314 companies came public (Source:  Credit Suisse First Boston U.S. Equity Strategy 

Navigator, January, 2022).    
 
6. From a Raymond James perspective, Mike Gibbs, Director of Equity Portfolio & 

Technical Strategy expects the S&P 500 to end 2022 around 5053 which is about 
8.7% above it’s January 1st starting point.   He feels earnings growth (which is what 
drives stock prices) will increase over 14% in 2022.    However, he favors small cap 
stocks; they have better earnings growth outlooks and are much cheaper than large 
cap stocks. (RJ 2022 Equity Market Outlook, 12/22/2021). 

 
7.  From a style perspective (Value vs. Growth), if interest rates continue their climb 

this year, traditional value style stocks may actually outperform in 2022 across the 
board.   Value stocks tend to be centered more around companies in the financial 



services, energy, industrials and consumer non-durables.   This already occurred in 
2021 for small cap stocks as noted in the table above.   In the funds we use, the 
tendency was for Value funds to outperform the Growth funds in 2021.   Still we 
should have both types in our portfolios as we never can be assured which will 
outperform the other in the short term.  

 
8.  As mentioned many times over the years, it is really impossible to consistently 

forecast the economy and or time the markets.   To truly fully capture the long-term 
results of the equity markets, we must ride out the volatility and even take 
advantage of it (buy low…) when we can.   The greatest factor in successful investing 
is temperamental, not intellectual or financial.  The ability to ride out the temporary 
declines is what leads to the successful long-term results.    

 
As always, please call or email if you have any questions about your investments and 
financial plans.  We are here to assist you in making decisions to help you reach your 
ultimate goals.   It is my privilege to serve you. 
 

• The information contained in this report does not purport to be a complete description of the securities, 
markets, or developments referred to in this material.  The information has been obtained from sources 
considered to be reliable, but we do guarantee that the foregoing material is accurate or complete.  Any 
opinions are those of Mark D. Aldridge and not necessarily of RJFS or Raymond James.  Expressions of opinion 

are as of this date and are subject to change without notice.  This information is not intended as a solicitation or 
an offer to buy or sell any security referred to herein. 

• Investment return and principal value of an investment will fluctuate; and that an investor’s shares, when 
redeemed, may be worth more or less than their original cost. 

• Keep in mind that there is no assurance that this or any strategy will ultimately be successful or profitable. 

• Any information is not a complete summary or statement of all available data necessary for making an 

investment decision and does not constitute a recommendation. 

• Dividends are not guaranteed and must be authorized by the company’s board of directors. 

• Diversification and asset allocation does not assure a profit or protect against a loss. 

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

 

In Conclusion 
We appreciate the opportunity to be of service, helping you achieve your goals.  I pray for 
your health and safety.   I will write again in April to provide another update.  In the 
meantime, do let us know if you have any questions or issues for which we can help.  
 
Best regards, 
 

Mark 
 
Mark D. Aldridge, CFP®, CFA®, ChFC® 
Financial Advisor, RJFS 
 
 
 
 
 



 
 
 
 
Index Definitions 
Dow Jones Industrial Average (DJIA) --  an index representing 30 stock of companies maintained and reviewed by the editors of the Wall 

Street Journal. 

S&P 500 -- an unmanaged index of 500 widely-held stocks that's generally considered representative of the U.S. stock market. 

NASDAQ Composite -- an unmanaged index of securities traded on the NASDAQ system. 

MSCI EAFE -- a free float-adjusted market capitalization index that is designed to measure developed market equity performance, excluding the 
United States & Canada. 

MSCI ACWI -- The MSCI ACWI (All Country World Index) Index is a free float-adjusted market capitalization weighted index that is designed 
to measure the equity market performance of developed and emerging markets. As of June 2009 the MSCI ACWI consisted of 45 country 
indices comprising 23 developed and 22 emerging market country indices. The developed market country indices included are: Australia, 
Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Italy, Japan, Netherlands, New Zealand, Norway, 
Portugal, Singapore, Spain, Sweden, Switzerland, the United Kingdom and the United States. The emerging market country indices included are: 
Brazil, Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Israel, Korea, Malaysia, Mexico, Morocco, Peru, Philippines, 
Poland, Russia, South Africa, Taiwan, Thailand, and Turkey. 
Russell 2000: Measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which represent approximately 8% of the 

total market capitalization of the Russell 3000 Index. 
Barclays Capital Aggregate Bond Index -- a measure of investment-grade, fixed rate debt including corporate, government and agency issued 

bonds as well as asset-backed securities. Issues must have at least 1 year left to maturity and an outstanding par value of at least $100 million. 

Barclays Capital Municipal Bond Index covers investment grade, tax-exempt, and fixed-rate bonds with maturities greater than two years. 

MSCI Emerging Markets Index:  designed to measure equity market performance in 25 emerging market indexes.  The index’s three largest 
industries are materials, energy, and banks. 

FTSE Eurofirst 300 Index: the 300 largest companies ranked by market capitalization in developed Europe. 

Nikkei 225 Index:  the leading and most-respected index of Japanese stocks. It is a price-weighted index comprised of Japan's top 225 blue-
chip companies on the Tokyo Stock Exchange. 
 

 

Morningstar Category Definitions 
Large-growth portfolios invest in big U.S. companies that are projected to grow faster than other large-cap stocks. Stocks in the top 70% of the 
capitalization of the U.S. equity market are defined as large-cap. Growth is defined based on fast growth (high growth rates for earnings, sales, 
book value, and cash flow) and high valuations (high price ratios and low dividend yields). Most of these portfolios focus on companies in 
rapidly expanding industries. 
Large-value portfolios invest primarily in large U.S. stocks that are less expensive or growing more slowly than other large-cap stocks. Stocks in 
the top 70% of the capitalization of the U.S. equity market are defined as large-cap. Value is defined based on low valuations (low price ratios 
and high dividend yields) and slow growth (low growth rates for earnings, sales, book value, and cash flow). 
Foreign large-blend portfolios invest in a variety of big international stocks. Most of these portfolios divide their assets among a dozen or more 
developed markets, including Japan, Britain, France, and Germany. These portfolios primarily invest in stocks that have market caps in the top 
70% of each economically integrated market (such as Europe or Asia ex-Japan). The blend style is assigned to portfolios where neither growth 
nor value characteristics predominate. These portfolios typically will have less than 20% of assets invested in U.S. stocks. 
Small-growth portfolios focus on faster-growing companies whose shares are at the lower end of the market-capitalization range. These 

portfolios tend to favor companies in up-and-coming industries or young firms in their early growth stages. Because these businesses are fast-
growing and often richly valued, their stocks tend to be volatile. Stocks in the bottom 10% of the capitalization of the U.S. equity market are 
defined as small-cap. Growth is defined based on fast growth (high growth rates for earnings, sales, book value, and cash flow) and high 
valuations (high price ratios and low dividend yields). 
Small-value portfolios invest in small U.S. companies with valuations and growth rates below other small-cap peers. Stocks in the bottom 10% 
of the capitalization of the U.S. equity market are defined as small-cap. Value is defined based on low valuations (low price ratios and high 
dividend yields) and slow growth (low growth rates for earnings, sales, book value, and cash flow). 
World Allocation portfolios seek to provide both capital appreciation and income by investing in three major areas: stocks, bonds, and cash. 
While these portfolios do explore the whole world most of them focus on the U.S., Canada, Japan, and the larger markets in Europe. It is rare 
for such portfolios to invest more than 10% of their assets in emerging markets. These portfolios typically have at least 10% of assets in bonds, 
less than 70% of assets in stocks, and at least 40% of assets in non-U.S. stocks or bonds. 
 
 

Other Disclosures 
Investment Advisory Services are offered through Raymond James Financial Services Advisors, Inc. Aldridge 
Financial Consultants, LLC is not a registered broker/dealer, and is independent of Raymond James Financial Services. 
Certified Financial Planner Board of Standards, Inc. (CFP Board) owns the certification marks CFP®, CERTIFIED FINANCIAL 
PLANNER™, CFP® (with flame design) in the U.S., which it authorizes use of by individuals who successfully complete 
CFP Board’s initial and ongoing certification requirements. 


