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ABOUT THE LIBERTY GROWTH & INCOME SERIES 
Liberty Portfolios™ are comprehensive investment strategies designed to meet the important needs of investors across the 
key phases of financial planning. These portfolios are constructed through a core and satellite approach that provides 
enhanced diversification through the integration of multiple investment methodologies. The Growth & Income series is 
designed for investors seeking a combination of moderate capital appreciation potential and current income generation from 
their investable assets. 

PERFORMANCE 
The first quarter of 2022 was a challenging one for most sectors of the global equity and fixed income markets. Slowing 
economic growth, geopolitical tensions, elevated inflation, and the Fed embarking on an interest rate tightening cycle all 
contributed to a broad-based sell-off in both stocks and bonds. The portfolio declined during the quarter amid the broader 
market declines. The following either contributed to or detracted from performance for the quarter: 
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• In the Core Equity allocation, Vanguard Equity 

Income generated a positive return in the first 
quarter, helped by its overweight allocation to 
energy, financials, and utilities and an underweight 
to technology.     

• Within the Satellite Allocation, American Funds 
Capital Income Builder, Harbor Convertible 
Securities, and Cohen & Steers Preferred all 
posted positive results on a relative basis.    
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• In the Core Equity allocation, our international equity 

funds experienced a challenging quarter. MFS 
International Intrinsic Value’s overweight to 
technology stocks was a drag on performance. 
Oakmark International’s exposure to European 
financials weighed on results.  

• The Core Fixed Income allocation declined as bond 
markets struggled during the quarter amid rising 
interest rates. 

• In the satellite allocation, BlackRock Dynamic High 
Income and Cohen & Steers Real Estate Securities 
detracted from performance.  Real estate was a 
challenging category this past quarter and 
underperformed broader equity market indices. 
 

POSITIONING 
Below is a breakdown of our allocations in the Growth & Income Series as of quarter-end: 
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Balanced Growth & Income 
 

CURRENT ALLOCATIONS 

 

RECENT CHANGES 

 

 

COMMENTARY 
The Liberty Moderate and Balanced Growth & Income portfolios declined in value during 1Q22 alongside global equity and 
fixed income markets. Drivers of the portfolio declines included concerns about slowing economic growth, higher inflation, 
rising interest rates, and the conflict in Ukraine.  

There was a divergence of performance across equity market segments during 1Q22 as value stocks performed relatively well 
while growth stocks generally struggled. This was a positive for the strategies, on a relative basis, as we have maintained an 
overweight to value stocks and an underweight to growth stocks for the past year. Our large cap U.S. value holding, the 
Vanguard Equity Income fund, posted a positive return during the quarter and benefited from its exposure to energy, 
financials, and utility companies. The Vanguard Growth Index fund, on the other hand, declined during 1Q22 as the growth 
segment of the market came under pressure, especially technology stocks. Our allocation to real estate through the Cohen & 
Steers Real Estate Securities fund also detracted from performance as real estate was a challenging category this past 
quarter. We believe with economic growth slowing and interest rates rising, the value segment of equity markets should 
continue to outperform, and we have maintained an overweight allocation.    

Within our international equity exposure, we have maintained an overweight allocation to emerging market equities. Recent 
performance has been challenging as geopolitical events directly impacted some of the emerging markets during 1Q22. Also, 
the Chinese market continues to struggle. However, we continue to believe the long-term outlook is positive and current 
valuations warrants an overweight position. On a positive note, the emerging markets fund we utilize in the strategy, DFA Core 
Emerging Markets, outperformed the benchmark MSCI Emerging Market Index as the fund had very limited exposure to 
Russia and an underweight to China.   

Developed international equity continues to be an underweight allocation for the strategy.  While valuations in the international 
markets are more attractive than the U.S., the potential for slower economic growth coupled with the potential negative impact 
of the Ukraine conflict on the European region results is us maintaining an underweight positioning.   

We made one change in our equity allocation during the quarter. In core equity, we replaced the Fidelity Small Cap Index 
Fund, which tracks the Russell 2000 Index, with the S&P 600 Small Cap Index. The S&P fund has a quality screen as all S&P 
600 index members must be profitable, while the Fidelity fund has no fundamental performance requirements for inclusion. 
With economic growth slowing, we believe a tilt towards quality companies is warranted.  

With elevated inflation and the Fed raising interest rates, fixed income was also a challenging asset class during 1Q22, and 
these pressures will likely continue throughout 2022. In response, we hold several funds in the strategy with exposure to 
unique asset classes, which we believe can add value relative to the broader fixed income markets during this period of rising 
interest rates. These funds include Harbor Convertible Securities and Cohen & Steers Preferred Securities and Income; both 
funds outperformed fixed income markets, as measured by the Bloomberg Aggregate Bond Index, during the quarter. Also, we 
hold several funds in the strategy with flexible mandates to pursue growth and income, including American Funds Capital 
Income Builder, BlackRock Multi-Asset Income, and BlackRock Dynamic High Income. These funds hold a combination of 
fixed income and equity securities, and we believe the increased flexibility and diversification of these funds should position 
them to navigate the challenging fixed income environment.  
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POSITIONING 
Risk Mitigated Growth & Income 
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RECENT CHANGES 

 

 

 

COMMENTARY 
The Liberty Risk Mitigated Growth and Income portfolio declined during the quarter alongside global equity and fixed income 
markets.    

Within the Core Equity allocation, we have maintained an overweight towards U.S. large cap value stocks and underweight to 
U.S. growth stocks. We believe with economic growth slowing and interest rates rising, value sectors should continue to 
outperform and warrants an overweight allocation. Our international allocations include an overweight to emerging markets 
and underweight to developed international.  As mentioned above, our rationale is the potential for greater long-term economic 
growth in emerging markets and near-term challenges in the developed international markets.    

In the Core Equity allocation, we made one change during the quarter. We added the Vanguard Mid-Cap ETF and removed 
the SPDR S&P 400 Mid-Cap ETF. We prefer the Vanguard fund as the holdings are predominately mid-cap equities, while the 
SPDR S&P 400 is a mix of mid- and small-cap companies.   

Within Core Fixed Income, we utilize several actively managed core bond funds that have the flexibility to invest across the 
spectrum of fixed income securities. This flexibility was a benefit in 1Q22 as most of the fixed income funds in the strategy 
outperformed the Bloomberg Aggregate Bond Index. With volatility in the fixed income likely to continue this year, we believe 
this flexibility will be a valuable attribute.   

We also allocate to two dynamic multi-asset growth and income funds in the portfolio, namely American Funds Capital Income 
Builder and BlackRock Multi Asset Income. These funds hold a combination of fixed income and equity securities, and we 
believe the increased flexibility and diversification of these funds should position them to navigate the challenging fixed income 
environment. 

The Satellite Allocation is comprised of two sleeves – Risk Assist and Defined Risk. With the sell-off in global equity markets 
during the quarter, the Risk Assist sleeve de-risked by 20% intra-quarter and finished 1Q22 at 10% de-risked. The Defined 
Risk sleeve’s decline in the quarter was in line with that of its benchmark S&P 500 index. This result was as expected as the 
J.P. Morgan Hedged Equity fund that we allocate to in this sleeve is designed to protect against a decline of 5%-20% in the 
S&P 500 index during a calendar quarter; the S&P 500 index finished 1Q22 down 4.95%.    
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