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MARKET UPDATE  |  FEBRUARY 24, 2022 

In our Q4 2021 FWA Investment Commentary, we shared our belief that volatility could be elevated this year due to higher inflation, 

the Federal Reserve reducing monetary stimulus resulting in higher interest rates, COVID-19 variant uncertainty, an anticipated 

slowdown in economic growth and elevated valuations across the equity and bond markets.  While geopolitical risk is always out there, 

we did not anticipate that Russia would invade Ukraine.  This Russian invasion is a clear reminder that unforeseen risks are always out 

there and can drive market volatility.   

Investor Preparation for Volatility Without Emotion 

Regardless of the source of market volatility, investors are often better suited to withstand volatility when volatility is anticipated and 

planned for.  In a normal equity market environment, markets can move 10-15% to the upside or downside at any time for a multitude 

of reasons.  For long-term investors, market selloffs may be an opportunity rather than a reason for concern.  The key for investors is 

to remain rational rather than emotional in volatile market environments.  Maintaining discipline and sticking with a long-term 

investment plan can be the drivers of long-term investment success.   

When market volatility arises, it may be in an investor’s best long-term interest to simply rebalance their portfolio or add to high 

quality equities and bonds when and where valuations have become more attractive.  Executing a pre-planned investment strategy 

rather than letting emotions and fear take over can help support long-term investment success. 

FWA Portfolios 

At Freedom Wealth Alliance, our investment platform provides strategies for investors with different risk tolerances and investment

preferences.  This structure allows our financial advisors to work closely with you to help you define and execute your investment 

plan and help you meet your financial objectives. 

Dynamic Rebalancing in Periods of Significant Volatility 

In periods of significant market volatility, for clients that are allocated to an FWA Managed Portfolio, the FWA Investment Management 

Team will dynamically rebalance accounts that are outside of their target allocations.  Rather than simple rebalancing on a calendar 

basis, dynamic rebalancing allows for the potential of buying lower and selling higher in volatile market environments regardless of 

when they occur.  We believe this simple, rebalancing of portfolios can add value over time.  While we do not believe recent volatility 

is considered extreme, we have found opportunities to dynamically rebalance client accounts that have moved out of our target 

allocation ranges. 

Increased Volatility with Russia, Inflation and the Fed in Focus

SUMMARY 

➢ Russia’s invasion of Ukraine has spooked financial markets.  While not anticipated, it reminds investors to be prepared for 
unforeseen events that can drive market volatility.

➢ Other anticipated sources of volatility, including higher inflation, rising interest rates, COVID-19 variants, decelerating economy 
and elevated valuations remain.  As already widely anticipated, the impact of these “known” sources may be less impactful to 
markets going forward.

➢ We believe recent volatility may be an opportunity for long-term investors, rather than just a short-term concern.  Investors 
should be reminded to remain rational and disciplined in volatile markets and not to let emotions impact potential long-term 
financial success.

➢ Our FWA financial advisors are experienced and can help you navigate these uncertain times, leveraging a number of investment 
strategies tailored to your needs.
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Across our FWA Managed Portfolios, we offer several investment styles and risk levels for our clients.  In the commentary below, we 

provide some insights into the portfolios and how they are being managed in the current market environment. 

Allocation Portfolios:  In our U.S. Core, Global Core, ETF Core, Total Return and Aggressive Growth portfolios, investors are allocated 

across actively-managed and/or passively-managed third-party managers.  We believe exposure to well-resourced active managers 

that have the experience and discipline to invest across the equity and bond markets while navigating volatility can be beneficial over 

the long term.  We believe these allocation portfolios are well-served for investors that can withstand short-term volatility for the 

long-term compounding growth potential of equity and bond investments.   

In our Income, FlexTrend and Global Opportunities portfolios, the FWA Investment Committee can make slight adjustments to the 

portfolios as opportunities and risks appear. 

Income Portfolios:  In our Income portfolios, we had been concerned with equity and credit valuations and had already reduced some 

risk exposure prior to the recent market volatility.  The portfolios’ significant underweight to non-dividend-paying growth stocks has 

helped protect value in the recent market selloff and has benefited FWA clients.  If equity and credit markets continue to decline and 

provide better opportunities from a valuation perspective, we would be willing to add additional risk exposure at that time. 

FlexTrend Portfolios:  Our FlexTrend portfolios are structured as a diversified, multi-hedged strategies.  Coming into the most recent 

market volatility, the FlexTrend Portfolios’ existing hedges helped protect value during the equity and bond market selloff as 

anticipated.  We have recently seen some managers continuing to reduce risk as equity and bond markets continued to decline.  If the 

market downturn persists, we would anticipate the FlexTrend portfolios to become increasingly defensive. 

Global Opportunities Portfolios: In our Global Opportunities portfolios, we had already reduced some risk exposure across our U.S. 

equity allocation by adding a hedged equity strategy to the portfolios, which has helped during the recent selloff.  We had also reduced 

our exposure to higher volatility income strategies, which has also helped.  As structured, the Global Opportunities portfolios have an 

overweight exposure to markets outside of the U.S. due to the relatively attractive valuations.  Although U.S. equity and credit markets 

have declined from their highs, valuations remain elevated in our opinion.  The Global Opportunities portfolios remain relatively 

neutral from a risk perspective.  We will continue to remain patient and are willing to add risk exposure when valuations become more 

attractive from current levels.   

Thematic Sleeves:  We also provide investment solutions that are more targeted in nature, called Thematic Sleeves. The Thematic 

Sleeves include Bear Market, High Income, High Income Muni, Precious Metals, Rising Rates, Diversified Closed End Funds and 

Bitcoin/Ethereum strategies.  These investment solutions can be added to existing FWA Managed Portfolios to further expand market 

exposures as desired by our clients.  As market volatility persists, Thematic Sleeves may provide additional targeted exposures as 

opportunities and/or risks increase. 

FWA Financial Advisor Support 

Our FWA financial advisors are experienced and well-versed in the investment strategies that we offer.  Our advisors can

provide insights into how our portfolios may react in different market environments and can help you identify your appropriate risk 

profile and investment preferences.  Please feel free to call your FWA financial advisor for additional guidance in this increasingly 

uncertain market environment. 
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IMPORTANT DISCLOSURES 

The opinions voiced in this material are for general information only and are not intended to provide or be construed as providing 
specific investment advice or recommendations for any individual security. 

Any economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies 
promoted will be successful. 

The term “portfolios” used in this piece is in reference to the Freedom Wealth Alliance model portfolios.  Any reference to performance 
is based on estimated, unaudited, gross of fee performance of the model portfolios.  Client accounts assigned a Freedom Wealth 
Alliance model portfolio may have positioning and performance that differs from the firm’s model portfolios at any given time. 

There is no assurance that the techniques and strategies discussed are suitable for all investors or will yield positive outcomes.  The 
purchase of certain securities may be required to affect some of the strategies.  Investing in stock includes numerous specific risks 
including: the fluctuation of dividend, loss of principal and potential illiquidity of the investment in a falling market. 

Bonds are subject to market and interest rate risk if sold prior to maturity.  Bond and bond mutual fund values and yields will decline 
as interest rates rise and bonds are subject to availability and change in price.  Government bonds and Treasury bills are guaranteed 
by the U.S. government as to the timely payment of principal and interest and, if held to maturity, offer a fixed rate of return and fixed 
principal value.  However, the value of fund shares is not guaranteed and will fluctuate. 

Rebalancing a portfolio may cause investors to incur tax liabilities  and/or transaction costs, does not assure a profit  or protect 
against a loss.

Asset management does not ensure a profit or protect against loss.  There is no guarantee that a diversified portfolio will enhance 
overall returns or outperform a non-diversified portfolio. Diversification does not protect against market risk. 

Alternative investments may not be suitable for all investors and should be considered as an investment for the risk capital portion of 
the investor’s portfolio.  The strategies employed in the management of alternative investments may accelerate the velocity of 
potential losses. 

International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all 
investors. These risks are often heightened for investments in emerging markets. 

Securities offered through LPL Financial. Member FINRA/SIPC. Investment advice offered through Freedom Wealth Alliance, a 
registered investment advisor and separate entity from LPL Financial. 

This research material has been prepared by Freedom Wealth Alliance. 
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