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4TH QUARTER REVIEW – BETTER QUARTER, DIFFICULT YEAR

 China pivoted away from their zero-Covid policies, with lifted travel restrictions, and less testing and
removed quarantines.

 Economic recovery will be challenged by surging infections, weak confidence, and continued issues in
the property sector.

 2022 saw central banks raise interest rates at the fastest pace in 40 years.
 While they may have slowed their tightening pace, the US Fed remains laser focused on reining in 

inflation. Labor market and wage pressures remain concerning.
 On a positive note, in the US, 4th Quarter inflation data releases were more favorable, and the housing 

market is cooling.

 The yield curve inversion increased, the with 2 – 10 year spread approximately 75 bps.
 Currently at 4.5%, the Fed policy rate is expected to peak between 5% and 5.25%.
 Credit spreads improved through the quarter, and we continue to favor high yield.

 The 4th quarter brought some relief to portfolios, as all asset classes were positive. 
 However, all asset classes except for natural resources posted negative returns for the year.
 Investors in a classic 60/40 mix were challenged as bonds offered no protection in the face of 

relentlessly rising interest rates.

 While 2023 may be another turbulent year, it’s not all doom and gloom.
 Consumer spending and business investment still show growth.
 Continuing signs of positive news on inflation could improve investor sentiment.
 We continue to favor developed equity markets over emerging, high-yield over investment grade 

bonds, natural resources as an inflation hedge and cash for 2023 opportunities.
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4Q MARKET EVENTS

OCTOBER NOVEMBER DECEMBER

Global Manufacturing Purchasing Managers' 
Index falls into contractionary territory for the 
first time since mid-2020.

Fed hikes 75 bps and Chair Powell indicates 
that the peak rate may end up being higher than 
previously thought.

Sam Bankman-Fried, former CEO of major 
cryptocurrency exchange FTX, is charged with 
fraud following FTX's collapse that shook the 
crypto industry.

U.S. Consumer Price Index (CPI) 
accelerates month-over-month with core 
services particularly strong.

U.S. midterm elections produce split 
government with Democrats retaining Senate 
control and Republicans later clinching a House 
majority.

Fed downshifts to a 50-bp rate hike but 
emphasizes commitment to price stability by 
raising its projected year-end 2023 policy rate to 
5.1%.

Third quarter earnings season unofficially 
kicks off; proceeds to deliver results a touch 
above expectations, but 2023 estimates trend 
down.

U.S. CPI decelerates more than expected 
month-over-month, sparking a ~5% rally in U.S. 
equities on the day.

European Central Bank hikes 50 bps (with a 
third of members opting for 75 bps), guides 
ongoing rate hikes and start to quantitative 
tightening in March.

China National Congress begins; President 
Xi secures a third five-year term and later 
consolidates power within the Chinese 
Communist Party.

Protests against zero-Covid policies erupt 
across China, eventually leading to a pivot away 
from most of its restrictions.

Bank of Japan loosens yield curve control by 
allowing the 10-year yield to rise up to 50 bps 
(previously 25 bps).

Spillover risks from U.K. fiscal crisis decline 
after Chancellor Hunt reverses proposed tax 
cuts (Prime Minister Truss is later replaced by 
Rishi Sunak).

Equities rise following a speech from Fed 
Chair Powell that indicates that the central bank 
could soon begin slowing interest rate 
increases.

U.S. Congress enacts a $1.7 trillion 2023 
funding bill – a modest boost to the deficit that 
pales in comparison to Covid-era stimulus.

3

13

14

16

17 30

28

10

9

2 13

14

15

20

23

Indexes used: Bloomberg (BBG) 1-3 Month UST (Cash); BBG Municipal (Muni); BBG Aggregate (Inv. Grade); BBG TIPS (TIPS); BBG High Yield 2% Capped (High Yield); JP Morgan GBI-EM Global 
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5



northerntrust.com  |  © 2022 NorthernTrust 

ASSET CLASS RETURNS

Source: Northern Trust Asset Management, Bloomberg. Periods greater than one year are annualized. 
Past performance is no guarantee of future results.

Cash
Municipal

Bonds
Inv.

Grade TIPS
High
Yield EM Debt U.S.

Dev.
Ex-U.S.

Emerging
Markets

Natural 
Resources

Gbl. Real
Estate

Gbl. Listed
Infra.

4Q 2022 0.9 4.1 1.9 2.0 4.2 8.5 7.2 16.1 9.6 17.2 7.4 11.0

2022 1.5 -8.5 -13.0 -11.8 -11.2 -11.7 -19.2 -14.8 -19.5 10.3 -24.1 -0.2

1 Year 1.5 -8.5 -13.0 -11.8 -11.2 -11.7 -19.2 -14.8 -19.5 10.3 -24.1 -0.2

3 Year 0.7 -0.8 -2.7 1.2 0.0 -6.1 7.2 1.5 -1.4 11.6 -4.9 1.7

5 Year 1.2 1.2 0.0 2.1 2.3 -2.5 8.9 2.1 -0.7 7.3 0.0 3.9

10 Year 0.7 2.1 1.1 1.1 4.0 -2.0 12.2 5.2 2.0 4.9 3.8 6.5

FIXED INCOME EQUITIES REAL ASSETS
RISK CONTROL RISK ASSETS
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CHINA CHANGES COURSE
China announced several moves pivoting away from zero-Covid 
policies, but the near-term growth outlook remains uncertain.

INFLATION STILL IN THE SPOTLIGHT
Equity markets responded favorably to fourth quarter inflation 
data that showed a deceleration in headline and core figures.

60/40 STRUGGLES
Despite some gains in the fourth quarter, 2022 was the only year 
where bonds did not help offset material losses in equities. 

APPROACHING THE DESTINATION
Central banks slowed the pace of tightening, with investor debate 
shifting to peak policy rate levels and the span of restrictive policy.

KEY DEVELOPMENTS
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INTEREST RATES
Long yields were rangebound as investors priced in an upcoming 
pause in the rate cycle and the economic impacts of tightening. 

CREDIT MARKETS
Central banks turning toward less aggressive policy tightening 
raised hope that adverse-case default scenarios can be avoided.

REAL ASSETS
Natural resources closed out its standout year, gaining 17% 
versus 11% for listed infrastructure and 7% for global real estate. 

EQUITIES
Global equities gained 10%. While the rally was broad-based, 
stocks with resilient fundamentals did particularly well.

MARKET REVIEW
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We are modestly overweight. Having some cash on hand is warranted for yield 
(currently ~5%) and dry powder for opportunities that arise amid volatile markets.

We are underweight. Any declines in longer-term rates should be limited and may 
be more constructive for risk assets. We prefer credit over term (interest rate) risk.

We are equal-weight. Central banks have shown resolve in bringing down 
inflation, but wide variability around the outlook warrants some protection.

High yield remains our biggest overweight. High income mixed with still favorable 
corporate resiliency and a benign maturity schedule support our outlook for credit.

We are equal-weight. Fundamentals – which have been durable so far – pose 
downside risk, but a potential Fed pause should be favorable for sentiment.     

We are equal-weight. Tighter monetary policy remains a headwind, but valuations 
are cheap and lower energy prices plus China’s reopening are supportive. 

We reduced our underweight. While China’s reopening should boost growth, 
several longer-term concerns remain (property sector woes, regulatory burdens). 

We are equal-weight. While we like listed infrastructure as a risk asset that can 
also provide downside protection, we see better risk-reward elsewhere.

We are equal-weight. Valuations make for a compelling long-term investment 
opportunity, but interest rate volatility keeps us at a strategic weighting for now.

We are modestly overweight. We see upside to commodities given supply 
underinvestment, Russia disruption and boosted demand from a China reopening. 

Allocations approved by IPC on 1/11/2023.

PORTFOLIO POSITIONING: RECOMMENDED ALLOCATIONS

Cash

Investment Grade

Inflation-linked

High Yield

United States

Developed ex-U.S.

Emerging Markets
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=

Recent Tactical Decision: Reduce High Yield by 2%, increase Emerging Market Equities by 2%. 

Bottom line: Current “trades” in the portfolio are as follows: 1.) Overweight high yield funded by an underweight to investment 
grade fixed income (continued preference for credit risk over term risk); 2.) A preference for developed markets over emerging 
markets (greater clarity in the U.S. and Europe than in China); 3.) Portfolio hedges in the form of the overweight to NR (should
participate in any emerging markets rally) and Cash (dry powder for volatility-driven opportunities). 
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PORTFOLIO POSITIONING: BASE AND RISK CASES

Developed markets will see weaker economic 

growth in 2023 from cumulative central bank 

tightening, but sentiment should start to shift 

more favorably on a “plateau” in policy rates 

and lower inflation. Outside of the U.S., China 

reopening and less elevated energy prices help 

the balance of risks.

Fundamental Downside, Sentiment Upside

Central banks have communicated a slowing in 

rate increases to a plateau in 1H23, preferring 

to hold a sufficiently tight policy rate as 

opposed to continuing to hike. This reduces the 

risk of a policy mistake, and recenters attention 

more specifically on the path of inflation to 

determine the duration of restrictive policy.

Watching Inflation

More persistent tightness in the labor market 

leads to more stubborn core inflation, 

necessitating an unexpected monetary policy 

response that is negative for financial markets.

Labor Market Durability

Ukraine war produces knock-on effects 

(food/energy shortages) that disrupt the global 

economy; China struggles to deal with (in order 

of importance) pandemic pressures, bad debt 

contagion and Taiwan tensions.

Eastern Threats
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ASSET ALLOCATION

JAAZ - as of December 31, 2022

Current Portfolio Positioning:

• Overweight: high yield, natural resources, cash

• Underweight: U.S. equity, emerging markets, investment grade

• Neutral: international equity, real estate & infrastructure, inflation protected fixed income

11



JR ACHIEVEMENT OF AZ, INC. For the period ending December 2022

* All returns over one year are annualized

Rates of Return (%)*

Asset Class
Ending

Market Value
%

of Portfolio
One

Month
Three

Months
Year To

Date
One
Year

Two
Years

Three
Years

Five
Years

Since
Inception

Inception
Date

6,2 Equity 1,056,936 43.5% (4.09) 11.58 (2.27) 07/31/2022

13,    Large Cap 525,220 21.6% (5.59) 8.82 (4.19) 07/31/2022

13,    Mid Cap 48,136 2.0% (5.61) 10.64 (2.80) 07/31/2022

13,    Small Cap 72,398 3.0% (5.87) 10.13 (3.50) 07/31/2022

13,    Int'l Developed Funds 314,195 12.9% (1.26) 17.50 0.88 07/31/2022

13,    Int'l Emerging Funds 96,986 4.0% (2.42) 10.44 (3.08) 07/31/2022

6,2 Fixed Income 1,067,444 44.0% (0.76) 3.00 (4.07) 07/31/2022

8,2    Fixed Income Govt/Corp 824,871 34.0% (0.61) 2.60 (4.21) 07/31/2022

13,    High Yield 242,572 10.0% (1.25) 4.46 (2.89) 07/31/2022

6,2 Real Estate 96,235 4.0% (3.48) 9.78 (2.92) 08/31/2022

6,2 Commodities 121,412 5.0% (3.56) 16.17 4.08 07/31/2022

6,2 Cash & Short Term Derivatives 85,531 3.5% 0.30 0.76 1.11 07/31/2022

1PATotal Fund Gross of fees 2,427,557 100.0% (2.44) 7.44 (3.51) 07/31/2022

6,6 Total Fund Net of All Fees 2,427,557 100.0% (2.44) 7.44 (3.51) 07/31/2022

1B Moderate Risk/Return Standard (2.15) 6.66

## Equity 43.5%

## Fixed Income 44.0%

## Real Estate 4.0%

## Commodities 5.0%

## Total Cash 3.5%

100.0%

Year To Date

   Net Contributions 2,467,242

   Net Income 36,943

   Fees 15

   Appreciation (76,643)

Ending Market Value 2,427,557

Asset Class Performance

o The overall JAAZ portfolio outperformed the benchmark by 78bps in Q4, and is beating the
benchmark by 36bps since inception

o Outperformance was led by an overweight to High Yield and Commodities, along with strong
equity performance. Underweight to emerging markets detracted from performance

o Since Incepton, Equities declined by -2.27% vs -4.28% for the benchmark (MSCI All Country
Index). US equities were the biggest laggard, while international developed equities helped
mitigate losses

(2.15) 6.66 (3.87) 07/31/2022667 1BMModerate Risk/Return Standard
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MACRO OVERVIEW: GROWTH AND INFLATION
U.S. REAL GDP GROWTH (%) GLOBAL PURCHASING MANAGER INDEXES

U.S. INFLATION – YOY % GLOBAL INFLATION – YOY %
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Source: Northern Trust Asset Management, Bloomberg. GDP data through 9/30/2022. Quarter-over-quarter GDP data 
incorporates seasonal adjustments and is annualized. PMI data through 12/31/2022. Inflation data through 12/31/2022.
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MARKET OVERVIEW: FIXED INCOME AND CURRENCY
U.S. YIELD CURVE - % GLOBAL 10-YEAR YIELDS - %

U.S. DOLLAR RELATIVE PERFORMANCE CREDIT SPREADS - %
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GLOBAL EQUITIES VALUATION SUMMARY

Past performance is no guarantee of future results. Periods greater than one year are annualized except where indicated. Returns reflect the 
reinvestment of dividends and other earnings and are shown before the deduction of investment management fees, unless indicated otherwise. 
Returns of the indexes also do not typically reflect the deduction of investment management fees, trading costs or other expenses. It is not 
possible to invest directly in an index. Indexes are the property of their respective owners, all rights reserved

REGION

Current LT Median Current LT Median Current LT Median Current LT Median Current LT Median

U.S. 19.4 17.5 17.1 15.7 3.9 2.5 13.6 10.1 1.7% 2.4%

Dev. ex-U.S. 13.6 16.9 12.0 13.9 1.6 1.7 8.2 8.4 3.3% 2.9%

Europe 13.4 14.9 11.8 13.3 1.8 1.8 8.2 7.5 3.3% 3.5%

Japan 13.8 20.6 12.0 14.3 1.2 1.9 7.5 8.3 2.7% 1.7%

UK 11.3 13.8 9.8 12.5 1.7 1.8 7.2 8.4 3.8% 4.1%

Canada 12.7 17.6 11.8 14.4 1.8 1.8 10.6 9.1 3.4% 3.0%

Australia 14.5 17.4 13.8 14.8 2.1 2.1 9.9 11.9 5.0% 4.0%

EM 12.2 14.3 11.3 11.3 1.6 1.7 8.3 8.5 3.4% 2.5%
China 14.5 13.8 10.4 11.4 1.4 1.7 12.8 8.9 2.4% 2.3%

P/E P/FE P/B P/CF DIVIDEND YIELD

5x

10x

15x

20x

25x

P/E P/FE P/E P/FE P/E P/FE

United States Developed ex-U.S. Emerging Markets

GLOBAL EQUITY VALUATIONS - PRICE MULTIPLE
Normal range Median Current

Source: Northern Trust Asset Management, MSCI. Monthly data through 12/31/2022. Indices are MSCI US, MSCI World ex-US, and MSCI Emerging Markets; 
U.S. and World ex-U.S. data begin in 1970, EM data begins in 1995. Normal Range: +/- 1 standard deviation from the median.  LT: long-term.

16



6northerntrust.com  | © 2023 NorthernTrust 

MONTHLY SPOTLIGHT
A NARROWED FOCUS
With many inflationary elements calming, the Fed and investors are now focused on core services.

Source: Northern Trust Asset Management, Bloomberg. Core excludes food and energy. Consumer Price Index 
(CPI) data from 12/31/2018 through 12/31/2022.
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INTEREST RATES

 Markets are sniffing out monetary relief,

but we don’t think the Fed will cut in 2023.

 Headline inflation is coming down but core

inflation has the market’s attention.

 We are fairly neutral duration in fixed

income strategies given what we believe

are fairly priced markets.

FORECASTS (%):

KEY TAKEAWAYS: KEY CHART: FED BLUFF?
Markets do not expect the Fed to stick to their dots.

Chart source: Northern Trust Asset Management, Bloomberg. Quarterly data for 90-day Secured Overnight Financing 
Rate (SOFR) futures from 12/31/2022 through 9/30/2026. Data as of 1/9/2023.
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1/6/2023 and represent a six-month investment horizon. *German Bund used as a proxy.
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CREDIT MARKETS

 Fundamentals and technicals across high

yield markets remain constructive.

 An 8%+ yield looks attractive given our

lower default expectations vis-à-vis what

the markets are pricing.

 We reduced high yield slightly, but it

remains our highest conviction overweight.

FORECASTS (%):

KEY TAKEAWAYS: KEY CHART: HEALTHY FUNDAMENTALS
High yield leverage is in good shape heading into the economic 
slowdown.

Chart source: Northern Trust Asset Management, JPMorgan. Trailing 12-month EBITDA (earnings before interest, 
taxes, depreciation and amortization). Quarterly data from 3/31/2008 through 9/30/2022. Latest data as of 1/11/2023.
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EQUITIES

 Emerging market equities (EM) are getting

a bounce after a very poor 2022.

 EM’s recent outperformance could be

short-lived if China’s Covid issues linger.

 Our EM underweight has been reduced as

sentiment has improved but we still prefer

developed markets.

KEY TAKEAWAYS:

FORECASTS (%):

KEY CHART: IMPROVED NON-U.S. SENTIMENT
Higher valuation multiples in emerging markets led it to be the 
best performing asset class the past month.

Chart source: Northern Trust Asset Management, Bloomberg. Data as of 1/9/2023. Past performance is not indicative or 
a guarantee of future results. Index performance returns do not reflect any management fees, transaction costs or 
expenses. It is not possible to invest directly in any index.

Forecasts source: Northern Trust Asset Management, Bloomberg. Indices used: S&P 500, MSCI World ex-U.S., and MSCI Emerging Markets. Forecast data as of 
1/5/2023. NTM = next tw elve months.
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REAL ASSETS

 Natural resources (NR) now has a growth

element, but NR is still fairly inexpensive.

 Listed infrastructure (LI) and real estate

(RE) remain beholden to the path of (still

volatile) interest rates.

 We maintain our modest overweight to NR

and our equal weights to LI and RE in the

Global Policy Model.

KEY TAKEAWAYS:

FORECASTS (%):

KEY CHART: REGIME CHANGE?
S&P now considers the energy sector a growth sector.

Chart source: Northern Trust Asset Management, Bloomberg.
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4414746 For the period ending December 2022JR ACHIEVEMENT OF AZ, INC.
Rates of Return (%) *

           Ending
Market Value

% of
Portfolio

One
Month

Three
Months

Year To
Date

One
Year

Two
Years

Three
Years

Five
Years

Since
Inception

Inception
Date

627 Total Equity 1,056,936 43.5% (4.09) 11.58 (2.27) 07/31/2022

627 MS AC Wld Idx IMI Nt (3.84) 9.84 (4.28) 07/31/2022

134 Large Cap 525,220 21.6% (5.59) 8.82 (4.69) 07/31/2022

134 S&P 500 (5.76) 7.56 (6.33) 07/31/2022

134       ISHARES CORE S P 500 ETF (IVV) 142,158 5.9% (5.63) 7.70 (5.67) 07/31/2022

134          S&P 500 (5.76) 7.56 (6.33) 07/31/2022

134       MFO DFA INVT DIMENSIONS GROUP INC U S   CORE 
      EQUITY 1 PORT (DFEOX) 383,062 15.8% (5.59) 9.27 (0.73) 08/31/2022

134          Russell 3000 (5.86) 7.18 (2.76) 08/31/2022

134 Mid Cap 48,136 2.0% (5.61) 10.64 (2.64) 07/31/2022

134 Russell Midcap (5.40) 9.18 (4.05) 07/31/2022

134       MFC ISHARES CORE S&P MID-CAP ETF (IJH) 48,136 2.0% (5.61) 10.64 0.45 08/31/2022

134          S&P Midcap 400 Index (5.54) 10.78 0.60 08/31/2022

134 Small Cap 72,398 3.0% (5.87) 10.13 (3.50) 07/31/2022

134 Russell 2000 (6.49) 6.23 (5.92) 07/31/2022

134       MFO DFA INVESTMENT DIMENSIONS GROUP INC     US 
      SMALL CAP (DFSTX) 72,398 3.0% (5.87) 10.13 0.12 08/31/2022

134          Russell 2000 (6.49) 6.23 (3.95) 08/31/2022

134 International Developed 314,195 12.9% (1.26) 17.50 0.88 07/31/2022

134 MS WldxUSA IMI Nt (0.33) 16.04 0.08 07/31/2022

134       MFB NORTHERN EQUITY INDEX FUNDS  INTL EQT INDEX (NOINX) 95,463 3.9% (1.90) 18.28 7.06 08/31/2022

134          MSCI EAFE ND 0.08 17.34 6.36 08/31/2022

134       MFC FLEXSHARES TR MORNINGSTAR DEVELOPED MARKETS 
      EX US FACTOR TILT INDEX FD (TLTD) 218,733 9.0% (0.98) 17.07 5.83 08/31/2022

134          MSCI World ex US IMI (0.30) 16.12 5.06 08/31/2022

134 International Emerging 96,986 4.0% (2.42) 10.44 (3.08) 07/31/2022

134 MSCI Emerging Markets IMI ND (1.36) 9.50 (2.43) 07/31/2022
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For the period ending December 2022JR ACHIEVEMENT OF AZ, INC.
Rates of Return (%) *

           Ending
Market Value

% of
Portfolio

One
Month

Three
Months

Year To
Date

One
Year

Two
Years

Three
Years

Five
Years

Since
Inception

Inception
Date

134       MFB NORTHERN FUNDS EMERGING MARKETS EQUITYINDEX (NOEMX) 23,924 1.0% (2.58) 10.05 (2.94) 08/31/2022

134          MSCI Emerging Markets ND (1.41) 9.70 (3.16) 08/31/2022

134       MFO DFA INVT DIMENSIONS GROUP INC       EMERGING 
      MKTS CORE EQUITY PORT (DFCEX) 73,063 3.0% (2.39) 10.52 (1.51) 08/31/2022

134          MSCI Emerging Markets ND (1.41) 9.70 (3.16) 08/31/2022

627 Total Fixed Income 1,067,444 44.0% (0.76) 3.00 (4.07) 07/31/2022

627 BBG US Aggregate (0.45) 1.87 (5.28) 07/31/2022

824 Fixed Income Gov't/Corp 824,871 34.0% (0.61) 2.60 (4.21) 07/31/2022

824 BBG US Aggregate (0.45) 1.87 (5.28) 07/31/2022

824       MFC FLEXSHARES TR TR IBOXX 3 YR TARGET  DURATION 
      TIPS INDEX FD (TDTT) 122,727 5.1% (0.48) 1.22 (2.75) 08/31/2022

824          BBG US TIPS 1-10 Years (0.68) 1.64 (3.45) 08/31/2022

824       MFC ISHARES TRUST CORE US AGGREGATE 
      BD ETF (AGG) 241,602 10.0% (0.87) 1.62 (5.58) 07/31/2022

824          BBG US Aggregate (0.45) 1.87 (5.28) 07/31/2022

824       MFC ISHARES TRUST ISHARES 5-10 YEAR INVESTMENT 
      GRADE CORPORATE BOND ETF (IGIB) 460,542 19.0% (0.48) 3.72 (1.28) 08/31/2022

824          BBG US Aggregate (0.45) 1.87 (2.53) 08/31/2022

135 High Yield 242,572 10.0% (1.25) 4.46 (2.89) 07/31/2022

135 BBG US Corp HY 2% Cap (0.62) 4.17 (2.26) 07/31/2022

135       MFC FLEXSHARES TRUST HIGH YIELD VALUE SCORED BOND INDEX
      FUND (HYGV) 120,028 4.9% (1.85) 4.81 0.62 08/31/2022

135          ICE Bofa US HY Master II Index (0.75) 3.98 (0.20) 08/31/2022

135       MFO BLACKROCK FDS V HIGH YIELD BD PORT INSTLCL (BHYIX) 122,544 5.0% (0.64) 4.12 0.01 08/31/2022

135          BBG US Corp HY 2% Cap (0.62) 4.17 0.04 08/31/2022

627 Real Estate 96,235 4.0% (3.48) 9.78 (2.92) 08/31/2022

627 50/50 MSCI ACWI IMI &SP Glb In (2.50) 9.11 (4.13) 08/31/2022

627       MFB NORTHERN FDS GLOBAL REAL ESTATE     INDEX 
      FD (NGREX) 48,446 2.0% (3.44) 7.54 (5.76) 08/31/2022

627          MSCI IMI Core Real Est N (2.80) 7.19 (6.20) 08/31/2022
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For the period ending December 2022JR ACHIEVEMENT OF AZ, INC.
Rates of Return (%) *

           Ending
Market Value

% of
Portfolio

One
Month

Three
Months

Year To
Date

One
Year

Two
Years

Three
Years

Five
Years

Since
Inception

Inception
Date

627       MFC FLEXSHARES TR STOXX GLOBAL BROAD    INFRASTRUCTURE 
      INDEX FD (NFRA) 47,789 2.0% (3.25) 11.18 (1.25) 08/31/2022

627          S&P Global Infrastructure Net (2.28) 10.83 (2.29) 08/31/2022

628 Commodities 121,412 5.0% (3.56) 16.17 4.08 07/31/2022

628 S&P Global Natural Resources (3.02) 17.23 8.05 07/31/2022

628       MFC FLEXSHARES TR MORNINGSTAR GLOBAL    UPSTREAM 
      NAT RES INDEX FD (GUNR) 121,412 5.0% (3.56) 16.17 6.75 08/31/2022

628          S&P Gl Nat Resource Net (3.08) 17.07 7.09 08/31/2022

627 Cash & Short Term Deriv. 85,531 3.5% 0.30 0.76 1.11 07/31/2022

627 90 Day T-Bill 0.37 1.04 1.54 07/31/2022

1PA Total Fund Gross of Fees 2,427,557 100.0% (2.44) 7.44 (3.51) 07/31/2022

667 Total Fund Net of Fees 2,427,557 100.0% (2.44) 7.44 (3.51) 07/31/2022

1BMModerate Risk/Return Standard (2.15) 6.66 (3.87) 07/31/2022
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For the period ending December 2022JR ACHIEVEMENT OF AZ, INC.
Rates of Return (%) *

Benchmark Components
% of
Benchmark

One
Month

Three
Months

Year To
Date

One
Year

Two
Years

Three
Years

Five
Years

Since
Inception

Inception
Date

MI 50/50 MSCI ACWI IMI &SP Glb In 45,001 (2.50) 9.11 (4.13) 08/31/2022

CI             MSCI IMI Core Real Est N 45,002 50.0% (2.80) 7.19 (6.20) 08/31/2022

CI             S&P Global Infrastructure 45,002 50.0% (2.20) 11.04 (2.05) 08/31/2022

BM Moderate Risk/Return Standard 6,300,001 (2.15) 6.66 (3.87) 07/31/2022

CI             BBG US Aggregate 6,300,001 34.0% (0.45) 1.87 (5.28) 07/31/2022

CI             MS USA IMI 6,300,001 27.0% (5.89) 7.21 (6.42) 07/31/2022

CI             MSCI World Ex US IMI Net 6,300,001 13.0% (0.33) 16.04 0.08 07/31/2022

CI             MSCI Emerging Markets IMI ND 6,300,001 6.0% (1.36) 9.50 (2.43) 07/31/2022

CI             BBG US TIPS 1-10 Years 6,300,001 5.0% (0.68) 1.64 (5.75) 07/31/2022

CI             Bloomberg High Yield 2% Capped 6,300,001 5.0% (0.62) 4.17 (2.26) 07/31/2022

CI             S&P Global Natural Resources 6,300,001 4.0% (3.02) 17.23 8.05 07/31/2022

CI             90 Day T-Bill 6,300,001 2.0% 0.37 1.04 1.54 07/31/2022

CI             MSCI IMI Core Real Est N 6,300,001 2.0% (2.80) 7.19 (11.61) 07/31/2022

CI             S&P Global Infrastructure 6,300,001 2.0% (2.20) 11.04 (3.53) 07/31/2022
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QUARTERLY REPORT 

 

FOURTH QUARTER 2022 

A MESSI YEAR
Congratulations to Argentina for winning their third World 
Cup, putting them behind only Brazil (5), Germany (4) and 
Italy (4)* for most World Cup titles. Team captain – and 
global superstar – Lionel Messi’s only World Cup title 
certainly came during a messy year for financial markets. 
Despite healthy gains in the fourth quarter, financial 
markets were not completely able to fix the mess they had 
created for themselves throughout much of 2022. Global 
equities’ 9.9% fourth quarter gain still left investors down 
18.0% for the full year. And despite investment grade fixed 
income finally posting a quarterly gain (+1.9%), the usually 
safer part of the investor portfolio lost 13.0% in 2022. In 
fact, the only asset class outpacing the return of “risk-free” 
cash last year was natural resources (+10.3%) – and that 
was thanks to an incredibly strong fourth quarter (+17.2%). 
Goal of the Century. For some (notably England fans), 
seeing Messi win his World Cup may bring back memories 
of Diego Maradona winning Argentina’s second World Cup 
back in 1986. Maradona’s performance in the quarterfinal 
match against England that year inspired former Bank of 
England Governor Mervyn King’s “Maradona theory of 
interest rates.” Called the Goal of the Century, Maradona 
went over half the field – evading five defenders – to put 
the ball in the net. King observed Maradona’s path to the 
goal effectively took him in a straight line – and he was 
able to do so because the defenders expected him to go 
left or right. King theorized that central bankers could also 
“move in a straight line” (maintain steady monetary policy) 

so long as market participants expected more central bank 
activity. Bringing the analogy to present day, central banks 
– but especially the Federal Reserve – are greatly focused 
on regaining credibility such that they can “Maradona” the 
way through most of 2023. That is, the Fed is hopeful its 
strong message to the markets that they will extinguish 
inflation – along with a few more rate hikes – will allow 
them to finally take a straight line for the rest of 2023. 
Putting numbers and dates to the above, the Fed policy 
rate (currently at 4.5%) is expected to peak between 5% 
and 5.25% by either at or near the May Fed meeting. 
Hand of God. In fact, Maradona had two noteworthy goals 
in that 1986 quarterfinal match. The other – called the 
Hand of God – was a goal thought to be off Maradona’s 
head but was actually off his hand (this was pre-VAR**). 
Sometimes you need a bit of luck. Certainly the Fed could 
use some luck in bringing inflation down toward its 2% 
target. The record pace of rate hikes in 2022 should assist 
– as should the invisible hand (not God’s – Adam Smith’s) 
as it continues to heal supply and demand mismatches. 
The supply/demand mismatch to watch at this point is in 
the labor markets, where Fed tightening has yet to notably 
slow hiring or overall labor demand. Should the Fed be 
able to quickly and effectively address the labor/wage 
issue, 2023 could be less Messi and more Maradona. 
*Rounding out the list of previous World Cup winners:  
Uruguay (2), France (2), England (1), Spain (1) 
 

**Video Assistant Referee 

FOURTH QUARTER 2022 TOTAL RETURNS (%) 
Financial markets rebounded in the fourth quarter, yet most major asset classes still ended with double-digit losses in 2022. 

 
Source: Northern Trust Asset Management, Bloomberg. NR: Natural Resources; GRE: Global Real Estate; GLI: Global Listed Infrastructure. Indexes are gross of fees.  
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KEY DEVELOPMENTS 

China Changes Course 
A negative investor reaction to the readout from China’s 
Party Congress involving a more state-led economic 
approach pushed China equity markets down more 
than 15% in October. However, China equities sharply 
reversed course and outperformed other regions for the 
quarter as policymakers announced a number of moves 
pivoting away from zero-Covid policies (less testing, 
quarantines, travel restrictions, etc.). Despite the 
reopening, the near-term growth outlook remains fairly 
uncertain given public health risk from the virus. 

CHINA EQUITIES RELATIVE PERFORMANCE (%) 

Inflation Still in the Spotlight 
Inflation retained its spot as a key area of focus for 
investors in the fourth quarter. In the U.S., Consumer 
Price Index (CPI) inflation reports were generally the 
most market-moving data releases in 2022. Inflation 
data released in the quarter was more favorable with 
deceleration in headline and core figures from both 
year-over-year and month-over-month standpoints – 
with equity markets responding favorably to this (see 
chart). However, lingering strength on wage growth and 
the services side of the economy remains a concern.  

S&P 500 RETURNS ON DAY OF U.S. CPI RELEASE (%) 

Approaching the Destination 
2022 was a year of historic central bank tightening with 
many central banks raising rates by 3% or more. In the 
fourth quarter, central banks slowed the pace of 
tightening, with investor debate shifting to the peak level 
of policy rates and the duration of restrictive policy. The 
Fed and European Central Bank (ECB) both raised 
rates by 1.25% in the quarter while the Bank of Japan 
(BOJ) surprised investors by widening its target rate 
bands for yield curve control; implying an exit from its 
ultra-accommodative policy is more likely in 2023. 

CENTRAL BANK TIGHTENING (%) 

60/40 Struggles 
Despite some gains in the fourth quarter, 2022 was a 
rough year for investors with double-digit losses in both 
equity and fixed income markets. Inflation, central bank 
tightening and rising interest rates played a key role in 
the losses for both equities and fixed income, while 
equities were further hit by growth concerns and 
geopolitical uncertainty. In a historically weak year for a 
60/40 portfolio mix (second only to 2008), 2022 was the 
only year where bonds did not play a diversifying role to 
help offset material losses in equities. 

HISTORICAL ANNUAL RETURN BREAKDOWNS (%) 

Source: Northern Trust Asset Management, Bloomberg (BBG). Top chart uses MSCI indices. EM = emerging markets; UST = U.S. Treasury. Data as of 12/31/2022. 
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MARKET REVIEW 

Interest Rates 
After hiking 75 bps in November, the Fed executed a 
“hawkish deceleration” in December. It downshifted to a 
50-bp pace, but simultaneously raised its projected
year-end 2023 rate to 5.1%. While 75-bp hikes may no
longer be the status quo, price stability is still the Fed’s
top priority. Short-term Treasury yields rose on ongoing
tightening, while the rise in longer yields lost steam as
investors priced in an upcoming pause in the rate cycle
as well as the economic impacts of the tightening. The
Treasury curve is deeply inverted headed into 2023.

U.S. TREASURY YIELD CURVE 

Credit Markets 
Barring a swift move higher in early-to-mid October as 
investors tried to assess the Fed policy trajectory, credit 
spreads contracted for most of the quarter. Credit 
sentiment improved as central banks beginning to pivot 
toward less aggressive policy tightening raised hope 
that adverse-case default scenarios can be avoided. 
High yield (+4.2%) outperformed investment grade fixed 
income (+1.9%). High yield benefited from its higher 
starting point yield, less direct exposure to interest rate 
volatility and greater leverage to corporate resilience.  

CREDIT SPREADS 

Equities 
Global equities gained 9.9% as a relief rally took hold. 
Fundamentals held up relatively well, while valuations 
rose as sentiment turned more positive on signs of 
receding inflation risk and greater monetary policy 
certainty. While the rally was broad-based, stocks with 
resilient fundamentals did particularly well. Regionally, 
non-U.S. equities (dev. ex-U.S. equities up 16.1% and 
emerging market equities up 9.6%) bested U.S. equities 
(up 7.2%), helped by more market friendly central bank 
activity, a declining dollar and a reopening China. 

REGIONAL EQUITY INDICES 

Real Assets 
Natural resources (NR) closed out its standout year with 
a strong quarter, gaining 17.2% versus 11.0% for global 
listed infrastructure (GLI) and 7.4% for global real 
estate (GRE). NR benefited from strong fundamentals, 
tight commodity supply and a better demand outlook 
due to China’s reopening as well as the potential for 
less central bank headwinds moving forward. GLI was 
also helped by energy-related exposure, albeit less than 
NR. GRE underperformed global equities, with office 
and residential sector weakness serving as a drag. 

REAL ASSET INDICES 

Source: Northern Trust Asset Management, Bloomberg. Bp(s) = basis point(s). Returns in U.S. dollar terms. UST = U.S. Treasury. Indexes are gross of fees. 
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MARKET EVENTS 

 

OCTOBER NOVEMBER DECEMBER 

 Global Manufacturing Purchasing 
Managers' Index falls into contractionary 
territory for the first time since mid-2020. 

 Fed hikes 75 bps and Chair Powell 
indicates that the peak rate may end up 
being higher than previously thought.    

 Sam Bankman-Fried, former CEO 
of major cryptocurrency exchange FTX, 
is charged with fraud following FTX's 
collapse that shook the crypto industry. 

 U.S. Consumer Price Index (CPI) 
accelerates month-over-month with core 
services particularly strong. 

 U.S. midterm elections produce split 
government with Democrats retaining 
Senate control and Republicans later 
clinching a House majority.  

 Fed downshifts to a 50-bp rate hike 
but emphasizes commitment to price 
stability by raising its projected year-end 
2023 policy rate to 5.1%. 

 Third quarter earnings season 
unofficially kicks off; proceeds to deliver 
results a touch above expectations, but 
2023 estimates trend down.  

 U.S. CPI decelerates more than 
expected month-over-month, sparking a 
~5% rally in U.S. equities on the day. 

 European Central Bank hikes 50 
bps (with a third of members opting for 
75 bps), guides ongoing rate hikes and 
start to quantitative tightening in March.   

 China National Congress begins; 
President Xi secures a third five-year 
term and later consolidates power within 
the Chinese Communist Party. 

 Protests against zero-Covid policies 
erupt across China, eventually leading to 
a pivot away from most of its restrictions. 

 Bank of Japan loosens yield curve 
control by allowing the 10-year yield to 
rise up to 50 bps (previously 25 bps).   

 Spillover risks from U.K. fiscal crisis 
decline after Chancellor Hunt reverses 
proposed tax cuts (Prime Minister Truss 
is later replaced by Rishi Sunak). 

 Equities rise following a speech 
from Fed Chair Powell that indicates that 
the central bank could soon begin 
slowing interest rate increases.    

 U.S. Congress enacts a $1.7 trillion 
2023 funding bill – a modest boost to the 
deficit that pales in comparison to Covid-
era stimulus. 

 

Indexes used: Bloomberg (BBG) 1-3 Month UST (Cash); BBG Municipal (Muni); BBG Aggregate (Inv. Grade); BBG TIPS (TIPS); BBG High Yield 2% Capped (High Yield); JP 
Morgan GBI-EM Global Diversified (Em. Markets Fixed Income); MSCI U.S. Equities IMI (U.S. Equities); MSCI World ex-U.S. IMI (Dev. ex-U.S. Equities); MSCI Emerging 
Market Equities IMI (Em. Markets Equities); S&P Global Natural Resources (Natural Resources); MSCI ACWI IMI Core Real Estate (Global Real Estate); S&P Global 
Infrastructure (Global Listed Infrastructure). 

IMPORTANT INFORMATION. For Asia-Pacific and Europe markets, this information is directed to institutional, professional and wholesale clients or investors only and should 
not be relied upon by retail clients or investors. The information is not intended for distribution or use by any person in any jurisdiction where such distribution would be contrary 
to local law or regulation. Northern Trust and its affiliates may have positions in and may effect transactions in the markets, contracts and related investments different than 
described in this information. This information is obtained from sources believed to be reliable, and its accuracy and completeness are not guaranteed. Information does not 
constitute a recommendation of any investment strategy, is not intended as investment advice and does not take into account all the circumstances of each investor. Opinions 
and forecasts discussed are those of the author, do not necessarily reflect the views of Northern Trust and are subject to change without notice. 

This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or recommendation with respect to any 
transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not rely upon this information as a substitute for obtaining specific 
legal or tax advice from their own professional legal or tax advisors.  

Past performance is no guarantee of future results. Performance returns and the principal value of an investment will fluctuate. Performance returns contained herein are 
subject to revision by Northern Trust. Comparative indices shown are provided as an indication of the performance of a particular segment of the capital markets and/or 
alternative strategies in general. Index performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index. 
For additional information on fees, please refer to Part 2a of the Form ADV or consult a Northern Trust representative. 

Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Northern Trust Fund Managers (Ireland) Limited, 
Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 South Capital Advisors, LLC, Belvedere Advisors LLC, Northern Trust Asset Management Australia 
Pty Ltd, and investment personnel of The Northern Trust Company of Hong Kong Limited and The Northern Trust Company. 

© 2022 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, Illinois 60603 U.S.A.  
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Important Information
The return and market value information contained in this report is based on data The Northern Trust Company and its affiliates (“Northern Trust”) may obtain
from third party sources, while this information is believed to be reliable, Northern Trust does not guarantee the accuracy, completeness, or timeliness of the
information contained herein.
Past performance is not indicative of future results. No current or prospective client should assume that future performance will equal the performance results
reflected herein, or will equal or exceed any corresponding historical benchmark index. It is not possible to invest directly in any index, and the historical
performance results of all historical benchmark indices does not reflect the inclusion of management fees, transaction costs, or expenses. The historical
performance results for all indices are provided for comparison purposes only; comparative indices may be more or less volatile than the actual client
account.
The information contained in this report is not intended to be used as the sole basis of investment decisions and is not a recommendation to change
investment objectives, adjust risk parameters, or to buy or sell any security. The asset allocation contained in the report reflects the securities held in the
account/legal entity as of a specific prior date. Due to various factors, including changing market conditions such information may no longer be reflective of
the account/legal entity asset allocation or positions. The information discussed in this report may not represent an entire account/legal entity and in the
aggregate may represent only a small percentage of the total holdings of the account/legal entity. Performance results may not reflect the deduction of all
fees and expenses. Please refer to your client statement for position and transaction detail.
In the event that there has been a change in your investment objectives or financial situation, please advise your Relationship Manager or Portfolio Advisor
immediately. Different types of investments, asset classes and investment strategies involve varying levels of risk. The investment objective selected by the
client or Northern Trust as trustee reflect the overall client goals and objectives for the account/legal entity, and is not intended to refer to specific investments
within the account/legal entity. A legal entity may be comprised of one or more accounts.
The information contained herein should not be relied on as legal advice, investment advice, or tax advice.
Quality ratings, such as AAA, refer to the credit risk of individual securities, and not to a fund, portfolio, or benchmark
Mutual fund investment performance reflects fee waivers in effect. In the absence of fee waivers, total return would be lower. Total return is based on net
change in NAV, assuming reinvestment of all distributions. Total return is annualized for periods greater than one year.
Effective 7/1/2019 Northern Trust Multi Advisor Fund ("MAF") performance returns are calculated gross of fund investment management fees and net of fund
administrative expenses. For historical time frames, prior to 6/30/2019, Northern Trust Multi Advisor Fund ("MAF") returns were calculated net of both fund
investment management fees and fund administrative expenses.  Multiple year returns that include pre and post change time frames will reflect two different
methodologies. Calculation of fund administrative expenses does not change and will continue to be reported on a net basis.
Not FDIC Insured/May lose value/No bank guarantee.
Fund of Funds
Performance of Fund of Funds ("Funds") is considered to be preliminary since information obtained from sub-funds as of a valuation date may subsequently
be adjusted. Also, individual account results may differ from the performance shown herein due to the tax status of the investor and an investor's eligibility to
participate in "new issues".
Confidentiality of unregistered Private Equity and Hedge Fund of Funds
Due to the confidential nature of certain unregistered funds distribution of periodic reports to any person other to whom it was intended, or to such person's
advisors without respect to an investment in the alternative funds is unauthorized, and any reproduction of the report in whole or in part, or the divulgence of
any of its contents, without the prior written consent of the Fund is prohibited.
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Important Information
The Global Industry Classification Standard ("GICS") was developed by and is the exclusive property and a service mark of Morgan Stanley Capital
International Inc. ("MSCI") and Standard & Poor's, a division of The McGraw-Hill Companies, Inc.("S&P") and is licensed for use by The Northern Trust
Corporation and its wholly owned subsidiaries. Neither MSCI, S&P, nor any other party involved in making or compiling the GICS or any GICS classifications
makes any express or implied warranties or representations with respect to such standard or classification (or the results to be obtained by the use thereof),
and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability and fitness for a particular purpose with
respect to any of such standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party
involved in making or compiling the GICS or any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or any other
damages (including lost profits) even if notified of the possibility of such damages.
The Dow Jones Wilshire Indexes are calculated, distributed and marketed by Dow Jones & Company, Inc. pursuant to an agreement between Dow Jones
and Wilshire and have been licensed for use. All content of the Dow Jones Wilshire Indexes 2005 Dow Jones & Company, Inc. & Wilshire Associates
Incorporated.
Standard and Poor's including its subsidiary corporations ("S&P") is a division of the McGraw-Hill Companies, Inc. Reproduction of S&P Index Alerts in any
form is prohibited except with the prior written permission of S&P. Because of the possibility of human or mechanical error by S&P sources, S&P or others,
S&P does not guarantee the accuracy, adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the
results obtained from the use of such information. S&P gives not express or implied warranties, including, but not limited to, any warranties or merchantability
or fitness for a particular purpose or use. In no event shall S&P be liable for any indirect, special or consequential damages in connection with subscribers’ or
others' use of S&P Index Alerts.
All MSCI equity characteristic results except for Dividend Yield, Price to Book Value, Price to Cash Earnings, and Price Earnings Ratio were calculated by
The Northern Trust Company.
MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The
MSCI data may not be further redistributed or used to create indices or financial products. This report is not approved or produced by MSCI.
FTSE is a trade mark of London Stock Exchange Plc and The Financial Times Limited and is used by FTSE under license. All rights in the FTSE Indices vest
in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE Indices or underlying data.
The Merrill Lynch Indices are used with permission. Copyright 2007, Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. The Merrill Lynch
Indices may not be copied, used, or distributed without Merrill Lynch's prior written approval.
The Citi Index data is provided to you on an "AS IS" basis and you agree that use of the index data is at your sole risk. Citi Index makes no representations or
warranties, express or implied, to you or any other person or entity, including without limitation any warranty of merchantability, originality, suitability or fitness
for a particular purpose of the index data or any other matter and no warranty is given that the index data will conform to any description thereof or be free of
omissions, errors, interruptions or defects. 4. In no event shall Citi Index be liable to you or any other person or entity for any direct, incidental, indirect,
special or consequential damages (including, without limitation, lost profits or revenues, loss of data, loss of use or claims of third parties), arising out of or in
any manner in connection with your use of (or inability to use) the index data, whether or not you have been advised of, or otherwise might have anticipated
the possibility of, such damages. Without limitation on the foregoing, you acknowledge that the index data may be incomplete or condensed, is for information
purposes only and is not intended as, and shall not be construed to be, an offer or solicitation with respect to the purchase or sale of any security. All opinions
and estimates provided constitute judgments as of their respective dates and are subject to change without notice. Such data, information, opinions and
estimates are furnished as part of a general service, without regard to your particular circumstances, and Citi Index shall not be liable for any damages in
connection therewith. Citi Index is not undertaking to manage money or act as a fiduciary with respect to your accounts or any of your managed or fiduciary
accounts and you acknowledge and agree that the index data does not and shall not serve as the primary basis for any investment decisions made with
respect to such accounts.
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Important Information
Please note that this report has been prepared using best available data. This report may also contain information provided by third parties, derived by third
parties or derived from third party data and/or data that may have been categorized or otherwise reported based upon client direction - Northern Trust
assumes no responsibility for the accuracy, timeliness or completeness of any such information. If you have questions regarding third party data or direction
as it relates to this report, please contact your Northern Trust relationship team. 
INVESTMENT ADVICE NOTICE:  The data and analysis contained in this report is for informational purposes only.  In providing the information contained
herein, The Northern Trust Company is not undertaking to provide “investment advice” or to give advice in a fiduciary capacity for purposes of the Employee
Retirement Income Security Act of 1974, as amended.  Nothing in this report is  intended as, or should be understood as, a recommendation to hire, retain, or
terminate an investment manager or engage in any purchase or sale transaction with  such a manager or any fund that it manages.  The Northern Trust
Company and/or its affiliates may have business relationships with one or more investment managers or funds for included in this report, and may receive
compensation for providing custody, administration, banking, brokerage, foreign exchange or other services to such investment managers or funds. The
Northern Trust Company and its affiliates shall have no responsibility for the consequences of investment decisions made in reliance on information
contained in this report.
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