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ABOUT LIBERTY PORTFOLIOS REAL INCOME SERIES 
Liberty Portfolios™ are comprehensive investment strategies designed to meet the important asset management needs of 
investors across the key phases of financial planning. The Real Income Series seeks to deliver inflation-adjusted income to 
investors over the long term through an equity-biased allocation that combines three key components: Investment Allocation, 
Income Reserve, and Risk Assist® overlay. The strategy is dynamically managed and designed to help investors navigate four 
key risks during the income phase of the financial planning journey: longevity, inflation, extreme volatility, and liquidity. 
 

REAL INCOME SERIES 
 
BROAD MARKET OVERVIEW 
After tentative signs that markets were putting in a bottom in May, the toxic maelstrom of 2022 – multigenerational highs in 
inflation, slowing growth off a stimulus-fueled peak, and geopolitical tensions around the world – battered global markets once 
again last month.  Equities slid across the board in June with little separation at the style or regional levels.  Emerging market 
stocks [MSCI EM Index (MXEF)] were the one bright spot, outperforming global stocks [MSCI ACWI Index (MXWD)] due to 
strong countertrend rally in Chinese shares [MSCI China Index (MXCN)].  Government bond yields rose across the curve, led 
by the policy-sensitive front end, as headline U.S. CPI increased at its steepest pace since 1981.  The increase in long-term 
yields was more modest, however, as investor concern over the growth outlook continues to rise.  These growth worries were 
also reflected in the considerable widening of corporate credit spreads, especially in the high yield segment, as well as the first 
monthly fall for broad commodity prices [Bloomberg Commodity Index (BCOM)] since November of last year.  The U.S. dollar 
reversed its weakness in May and rose to levels last seen in April 2020. 
 

POSITIONING HIGHLIGHTS 

 

 

EQUITY 

 
Not illustrative of any account. For illustrative purposes only. 

 
Last Reallocation: October 2021 
• Increased U.S. positioning at the expense of emerging markets 
• Maintained prior split between market-like and defensive equity exposures  
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FIXED INCOME 

 
Not illustrative of any account.  For illustrative purposes only. 

 
Last Reallocation: March 2022 
• Shortened overall interest rate exposure 
• Reallocated credit holdings to increase shorter term, floating rate exposure 

CONTRIBUTORS 
In the equity portfolio, the biggest contributors to performance last month were low volatility factor exposures in the domestic 
small cap and international developed market segments.     
On the fixed income side, our senior loan exposure contributed the most to performance in June.  
 
DETRACTORS 
The biggest detractors to performance in the equity portfolio in June were domestic large cap growth and domestic large cap 
core exposures.   
In the fixed income portfolio, long-term investment grade corporate credit contributed the least to returns last month.   
 
PORTFOLIO OUTLOOK 
All throughout the post-GFC era, investors have been conditioned to expect salvation, in the form of central bank easing, any 
time equity markets experience significant turbulence. The price action in 2020 was the apotheosis of this dynamic, 
showcasing a phenomenon so powerful as to christen an entirely new cohort of retail traders whose creed, “stocks only go up,” 
plainly expressed what many investors had privately felt during the prior decade-long expansion. Yet we believe that this 
model is not well suited to today's environment. That is because inflation, not growth, is the number one concern of central 
bankers, politicians, and the general public. Given that backdrop, market volatility is likely to remain elevated in the coming 
months as investors grapple with the macroeconomic and geopolitical outlooks. While our views on these top-down issues 
have been the driver of our conservative portfolio positioning for the past few months, earnings season, starting in mid-July, 
may provide valuable bottom-up information to supplement our outlook. Today’s environment, one of rising interest rates and 
volatile equity markets, has been challenging for many traditional distribution-focused strategies. Through the innovative 
design of our Real Income portfolios, featuring a tilt toward equities with multiple layers of risk mitigation, a reserve to support 
current spending, and an intelligent rebalance program, we are optimistic that the portfolios will continue to meet the 
distribution needs of retirees in the years to come.  
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