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ABOUT LIBERTY ACCUMULATION 
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 Accumulation Series is designed 
for investors seeking to grow and compound their investable assets over the long term and who have minimal need for current 
income. 

PERFORMANCE 
Financial markets rallied from depressed levels during 4Q22, as both equity and fixed income markets finished the quarter in 
positive territory. Gains in the quarter were not nearly enough to offset the decline in values earlier in the year as both stock 
and bond markets experienced double-digit declines during 2022. A key driver of last year’s financial market turmoil was 
stubbornly high inflation, which drove the Federal Reserve to aggressively raise interest rates in an effort to cool economic 
demand. Market participants have also grown increasingly concerned about the potential for a recession amid the dramatic 
tightening in monetary policy.  

The following asset classes either contributed to or detracted from performance on a relative basis for the quarter: 
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• Within the Core Equity allocation, U.S. value
stocks resumed leadership during 4Q22, which
has been the case for much of 2022. Value
stocks were up over 10% as a group as Energy
stocks posted the strongest gains during the
quarter and was the best performing sector
during 2022. Value stocks were also boosted by
outperformance from the Materials and
Industrials sectors in the quarter.

• Also in the Core Equity allocation, international
markets, developed and emerging, outperformed
the U.S. equity market. The Eurozone
experienced some relief from its energy crisis
during 4Q22 as energy prices fell amid a build in
supply and unusually mild weather. Additionally,
the anticipated Chinese economic reopening with
the abrupt end to the nation’s zero-COVID policy,
a declining U.S. dollar, and steeply discounted
equity market valuations compared to the U.S.
likely attracted investors to international stocks
last quarter.

• The Satellite allocation of the Aggressive and
Growth Accumulation Portfolios was a positive
contributor during the quarter. Outperformance
by Akre Focus, Oakmark International, and
Nuance Concentrated Value more than offset
underperformance from ARK Innovation and
GMO Resources.
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• While U.S. growth stocks were up during the
quarter, the group underperformed the broader
market and was a detractor in the Core Equity
allocation. The sector was dragged down by the
Consumer Discretionary sector as investors
questioned the strength of the consumer with rising
interest rates and slowing economic activity. The
Technology sector also underperformed the
broader equity market, which was a consistent
theme during 2022.

• Bonds posted a positive return during the quarter;
however, fixed income markets lagged equity
markets during 4Q22. The performance of the
Core Bond allocation was essentially in line with
the benchmark Bloomberg U.S. Aggregate Bond
Index.

• The Satellite allocation of the Risk Mitigated
Accumulation Portfolio was a relative detractor
during the quarter, as the risk mitigation activity
within Horizon Active Risk Assist proved a drag
amid the recovery in stock prices.
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POSITIONING 
Below is a breakdown of our allocations in the Aggressive and Growth Accumulation Portfolios as of quarter-end: 
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Growth Accumulation 

 

CURRENT ALLOCATIONS 
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COMMENTARY 
During the quarter, we increased the Core Equity allocation and reduced the Satellite allocation. Our Satellite holdings had 
grown over the past year, and during the fourth quarter, we took the opportunity to rebalance our mix of Core/Satellite to 
55%/45% from 44%/56% previously.  

Within the Core Equity allocation: 

• We reduced exposure to Vanguard Value Index and added Schwab U.S. Dividend Equity In the U.S. The Schwab 
fund focusses on companies with strong balances and a history of increasing dividends, and we believe the more 
defensive and resilient characteristics of this fund positions it well in an uncertain environment. Overall, we have a 
slight overweight to value in the U.S. equity allocation.       
 

• We modestly reduced international exposure and restructured the international allocation. We removed DFA 
International High Relative Profitability and MFS International Intrinsic Value and replaced these holdings with 
Vanguard Developed Markets Index. The purpose of this change was to streamline the Core Equity allocation with 
an emphasis on passive funds providing broad-based market exposure at a lower cost. 
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In the Satellite allocation, we exited the AMG Yacktman Focused fund, decreased our allocation to Akre Focused, and 
increased our exposure to Boston Partners All Cap Value. This was done to rebalance our Core/Satellite exposure, as 
described earlier, and to increase exposure to one of our highest conviction managers in Boston Partners who we feel is well 
positioned in the current environment.  

In the Core Fixed Income allocation, we removed Metropolitan West Total Return Bond from the portfolio and increased our 
holdings in Baird Core Plus Bond and J.P. Morgan Core Bond in August. 

POSITIONING 
Below is a breakdown of our allocations in the Risk Mitigated Accumulation Portfolio as of quarter-end: 

Risk Mitigated Accumulation 
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COMMENTARY 
The Liberty Risk Mitigated Accumulation Portfolio generated a positive return during 4Q22, however the performance lagged 
the global equity markets as the risk-mitigated equity funds in the Satellite allocation were a drag on results. Looking at the full 
year of 2022, the risk mitigation position helped protect the portfolio from steeper declines amid a turbulent year for financial 
markets.      

During the quarter, we narrowed our overweight allocation to U.S. value stocks and increased our exposure to U.S. growth 
stocks in the Core Equity allocation. We are concerned about the more economically cyclical sectors within the value group 
amid slowing economic growth and believe a more balanced posture across value and growth is warranted in the current 
environment.  

In the Core Fixed Income allocation, we removed Metropolitan West Total Return Bond from the portfolio and increased our 
holdings in Baird Core Plus Bond and J.P. Morgan Core Bond in August. 
 
The Satellite allocation is comprised of two sleeves – Risk Assist and Defined Risk. Amid the continued declines in global 
financial markets, the Risk Assist sleeve was 60% de-risked throughout much of the quarter. With the broad rally in equities 
during the quarter, the de-risked position was a drag on performance on a relative basis. The Defined Risk sleeve is designed 
to provide structured downside protection via an options overlay. The fund’s increase was mostly in line with its benchmark 
S&P 500 index during the quarter and the fund meaningfully outperformed the index during the full year 2022.   
Overall, we believe the Risk Mitigated Accumulation portfolio is well positioned to weather the current uncertain market 
dynamics due to its diversified structure incorporating dynamic risk mitigation strategies.     
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