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ABOUT THE LIBERTY ACCUMULATION 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 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 
The second quarter of 2022 was another challenging one for global financial markets as rising interest rates, stubbornly high 
inflation, concerns about slowing economic activity, a hawkish Federal Reserve, and the ongoing conflict in Ukraine weighed 
on investors. Both stock and bond markets broadly posted losses, with the bellwether S&P 500 index’s decline signaling a 
bear market. Unsurprisingly, amid this challenging market backdrop, the Liberty Accumulation portfolios declined during the 
quarter. The following either contributed to or detracted from performance on a relative basis for the quarter: 
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• In the Core Equity allocation, U.S. value stocks 

declined during the quarter but significantly 
outperformed their U.S. growth counterparts. 
Emerging markets were also relative 
outperformers and were buoyed by the resilient 
performance of Chinese equities, which were the 
only equity segment that was positive during 
2Q22.  

• In the Satellite allocation of the Aggressive and 
Growth Accumulation portfolios, Nuance 
Concentrated Value and AMG Yacktman Focused 
were relative outperformers and benefitted from 
their focus on quality companies trading at 
reasonable valuations and outsized cash holdings. 
Akre Focus also performed well on a relative basis 
due to its focus on quality growth companies with 
resilient business models.   

• In the Satellite allocation of the Risk Mitigated 
Accumulation portfolio, J.P. Morgan Hedged 
Equity was a key relative contributor as the fund 
only fell 5.3% compared to a 16.1% decline for the 
benchmark S&P 500 during the period. The 
Horizon Active Risk Assist fund was also a relative 
outperformer due to the dynamic risk mitigation 
overlay used in this strategy. 
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• In the Core Equity allocation, U.S. growth stocks 

struggled again this past quarter due to rising 
interest rates further pressuring valuations and 
concerns about slowing economic growth impacting 
confidence about future profits. U.S. small- and mid-
cap stocks were also relative underperformers last 
quarter as investors seemed to favor the relative 
safety of larger companies, which often have more 
resilient balance sheets and business models that 
can withstand challenging economic periods.   

• The Core Fixed Income allocation declined during 
the quarter as bond markets struggled amid inflation 
pressures, rising interest rates, and widening credit 
spreads. Metropolitan West Total Return Bond and 
Baird Core Plus Bond were relative underperformers 
while J.P. Morgan Core Bond was a relative 
outperformer. 

• In the Satellite allocation of the Aggressive and 
Growth Accumulation portfolios, our two more 
aggressively oriented growth managers, ARK 
Innovation and PRIMECAP Odyssey Aggressive 
Growth, had another challenging quarter as the high 
growth companies in the technology and health care 
sectors in which they invest suffered significant 
declines.  
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POSITIONING 
Below is a breakdown of our allocations in the Aggressive and Growth Accumulation portfolios as of quarter-end: 

Aggressive Accumulation 
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Growth Accumulation 
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COMMENTARY 
In the Core Equity allocation, we have maintained overweight exposure to U.S. value stocks and corresponding underweight 
exposure to U.S. growth stocks. This positioning benefitted the strategies last quarter as U.S. value equities were relative 
outperformers in Q2, as detailed in the table above.    

In the Satellite allocation, we added the GMO Resources fund to increase exposure to the natural resources and energy 
sectors. We feel the GMO fund will provide the portfolios the opportunity to better weather continued inflationary pressures and 
to take advantage of disruption within global commodity markets due to volatile supply and demand dynamics. Overall, we 
maintain an overweight exposure to the Satellite allocation based on our preference for actively managed funds with flexible 
mandates amid the current market volatility.    
We also rebalanced the portfolios during the quarter to ensure allocations continue to match our intended long-term targets. 
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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 declined during the quarter but less so than global equity markets as the 
risk-mitigated equity funds in the Satellite allocation helped to protect the portfolio from steeper declines.      

In the Core Equity allocation, we have maintained overweight exposure to U.S. value stocks and corresponding underweight 
exposure to U.S. growth stocks. This positioning benefitted the strategies last quarter as U.S. value equities were relative 
outperformers in Q2, as detailed in the table above.    

In the Core Fixed Income allocation, we added J.P. Morgan Core Bond and eliminated Western Asset Core Bond. We believe 
the J.P. Morgan fund has historically demonstrated a more consistent risk-return profile.  
 
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 to 60% at the end of the 2Q22 compared to 10% as of the end 1Q22, 
which helped to limit losses during the quarter. The Defined Risk sleeve, which is designed to provide structured downside 
protection via an options overlay, only fell 5.3% in Q2 compared to a 16.1% decline for the benchmark S&P 500 during the 
period.  
Overall, we believe the Risk Mitigated Accumulation portfolio is well positioned to weather the challenging current market 
environment due to its diversified structure that incorporates dynamic risk mitigation strategies.     
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