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ABOUT THE GLOBAL ALLOCATION SERIES 
The Global Allocation Series of Freedom Dynamic® is comprised of active asset allocation strategies that seek to capitalize on 
shorter-term investment opportunities by dynamically allocating capital across asset classes, geographies, economic sectors, 
and investment styles. These strategies incorporate economic, quantitative, and fundamental analysis of capital markets in an 
effort to identify the most compelling investment opportunities globally and to deliver improved risk-adjusted outcomes over the 
long-term.  
 

BROAD MARKET OVERVIEW 
After a volatile and frustrating 2022 for investors, January ushered in a change in the tone of stock and bond markets.  Continued 
progress on the fight to reign in inflation drove core bond yields lower, while a moderation in hawkishness messaging from 
Federal Reserve members helped corporate credit spreads to decline.  But the real action to start the year was in equity markets.  
Global stocks (MSCI ACWI Index) more than reversed December’s losses, propelled higher by the tech-heavy NASDAQ 100 
Index, which notched its best January since 2001.  Not far behind were domestic small caps (S&P 600 Index), Europe (MSCI 
Europe Index), and China (MSCI China Index), all beneficiaries of a better growth outlook.  Meanwhile, defensive equity 
positioning had a very difficult start to the year.  Consumer staples, healthcare, and utilities, the best performers within U.S. 
large-cap sectors (along with Energy) in 2022, all experienced negative returns in January.  Weakness in the dollar, now almost 
10% from its highs last September, and declines in implied volatility in interest rates and equities resulted in a positive price 
action within equity markets, as well.  
  
POSITIONING HIGHLIGHTS 

 
 

EQUITY 

 
 

For illustrative purposes only. The positioning of the hypothetical account in the illustration  
is based on target allocations of the strategy at the time of the report. 

Last Reallocation: January 2023 
• Increased international positioning across developed markets and emerging markets with a focus in Asia.  
• Lowered domestic SMID allocations; slight trim to domestic growth in favor of growthier exposures in emerging 

markets. 
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FIXED INCOME  

 
Not illustrative of any account.  For illustrative purposes only. 

Last Reallocation: January 2023 
• Increased portfolio spread exposure via high yield credit, emerging market bonds, and preferred equities, funded by 

U.S. Treasuries and mortgage-backed securities. 
• Maintained slightly shorter than benchmark overall interest rate exposure. 

 
CONTRIBUTORS 
The biggest contributors to performance in the equity portfolio in January were international dividends, Japan, and domestic 
equal-weighted large caps. 
 
In the fixed income portfolio, mortgage-backed securities, long term investment grade corporate credit, and a tactical core plus 
bond holding contributed the most to performance last month. 
 
DETRACTORS 
Domestic large cap momentum, Asia excluding Japan, and direct China exposure contributed the least to the performance of 
the equity portfolio last month. 
 

On the fixed income side, emerging market bonds, an active core bond holding, and Treasury Inflation-Protected Securities 
contributed the least to returns in January.   
 
PORTFOLIO OUTLOOK 
By the end of January, many of us have already cast aside our New Year’s resolutions.  For market participants, however, the 
popular adage “new year, new you” are alive and well, accurately characterizing the feverishly risk-on-price action across equity 
and fixed-income markets to start the year.  This change in investor positioning is not completely baseless, as evidenced by 
three consecutive favorable inflation prints, a faster reopening in China, a warm winter in Europe (mitigating the stress on their 
economy from the Russia/Ukraine war), and the ongoing strength of the U.S. labor market.  But the speed and strength of the 
recent rotation away from defensives and in favor of riskier allocations have hurt the cautious stance with which we entered this 
year.  Our flexible process has reacted to the fast-changing environment; however, moving toward areas we believe have a 
favorable risk/reward in order to increase our risk profile in a measured way.  In equities, we have increased international 
exposure while continuing to shy away from the lower-quality parts of the domestic market.  Within fixed income, our actions to 
increase credit exposure and selectively add non-traditional fixed income exposures have been accretive recently.  As ever, we 
will continue to execute on our multi-disciplined investment process to construct a strategy which helps our clients meet their 
financial goals in the months and years ahead.   
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