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Asset Allocation spotlight:  
Remaining disciplined amid market uncertainties ....................................................... 2 

• Economic uncertainty and market volatility may have left investors unsure of how, where, and when to put 
cash to work in their portfolios. 

• Completely exiting the market can have a drastically negative impact. We recommend investors stay 
patient, remain invested, and, if appropriate, use dips as buying opportunities to return to targeted levels. 

Equities sector analysis:  
Trends are changing in the Communication Services sector .................................... 4 

• Several long-term positive trends emerged in the Communication Services sector during the pandemic, and 
we believe they generally remain intact, including migration from cable and satellite to streaming television, 
the build out of the fifth-generation (5G) network, and the growing use of social media.  

• Multiple headwinds have recently developed, however, including increased competition within both the 
streaming and broadband industries, heightened ad-tracking and privacy concerns, and lingering antitrust 
and regulatory threats. Investors should be selective in this sector, in our view. 

Fixed Income sector analysis:  
Most municipal bonds have been resilient two years after pandemic began ..... 5 

• Municipal bond issuers continue to demonstrate resilience two years since the start of the coronavirus 
pandemic. 

• Most material credit events reported during the first quarter of 2022 remained concentrated among small, 
unrated borrowers, such as senior living facilities and tax increment financing (TIF) districts. 

Real Estate sector analysis:  
How can inflation impact commercial real estate? ....................................................... 6 

• We believe there are three primary ways inflation can impact commercial real estate operating results. 

• The three main impacts include changes to rental rates, property operating expenses, and labor costs. 

Alternatives: Global macro has generated excess return in uncertain markets. 7 
• The global macro strategy can potentially profit across a variety of market environments due to the 

strategy’s ability to go long and short a diverse, generally liquid market universe. 

• In periods of market stress and uncertainty, the global macro strategy has proven to produce low 
correlation to stocks and bonds, which can provide diversification. 
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Asset Allocation spotlight 
Remaining disciplined amid market uncertainties 

The current volatile market environment and uncertainty around global economic 
growth has prompted questions from investors on what they should do with their 
portfolios, if anything. Over the past two months, we’ve made a variety of guidance 
changes to position portfolios for elevated levels of market and economic uncertainties.1  

For tactical (6 to 18 month) investors, these changes included a preference for 
reallocating from U.S. Small Cap Equities into U.S. Investment Grade Fixed Income as 
well as reducing tactical exposure to Commodities and Emerging Market (EM) Equities. 
These moves reduced exposure to areas (Small Cap and EM Equities) that historically 
have performed poorly as the economy transitions from mid to late cycle and to an 
asset class (Commodities) that we expect to be volatile in the near term. Our messaging 
has been centered on remaining invested, staying patient, and—for investors with an 
appropriate time horizon and risk tolerance— using dips as buying opportunities to help 
ensure allocations are aligned to targeted levels.  

Short-term investors may be hesitant to employ cash at the moment. Because we are 
anticipating continued market volatility in the near term, it makes sense for short-term 
investors to hold on to extra cash, but we caution against completely exiting the market, 
even with the expectation for elevated volatility. Our analysis has shown that missing 
the best days in the market, which have tended to occur during market downturns or 
recessions, can have a drastic negative impact on overall investment performance.2 The 
S&P 500 Index entered correction territory in February. Historically, choosing which 
days to enter and exit the market as it moves toward recovery has increased the 
likelihood of not participating on days when the market is up. While we can’t predict 
when the market will recover, history has shown that the smaller the market downturn, 
the quicker the recovery. (See table below.) For short-term investors who want to put 
new cash to work, we suggest having patience while waiting for a recovery. 

The smaller the market downturn, the quicker the recovery has been 

Drawdowns 
Number of 

occurrences 
Average 

drawdown (%) 

Average 
drawdown time 

(months) 
-5% or more 321 -10.8 1.2 

-10% or more 100 -19.5 3.3 

-15% or more 45 -28.2 6.1 

-20% or more 26 -35.6 9.5 

Sources: Ned Davis Research and Wells Fargo Investment Institute. S&P 500 Index price return data from January 3, 1928 to April 27, 2022. 
The S&P 500 Index is a market capitalization weighted index composed of 500 stocks generally considered representative of the U.S. stock 
market. An index is unmanaged and not available for direct investment. Past performance is no guarantee of future results. A price index is 
not a total return index and does not include the reinvestment of dividends. 

                                                                    
1. Institute Alert, Revising equity fixed-income exposure as cycle matures, March 30, 2022. Institute Alert, Revising our guidance and most 2022 year-end forecast targets, March 10, 
2022. 
2. Special Report, The perils of trying to time volatile markets, September 28, 2021. 

Veronica Willis 
Investment Strategy 
Analyst  
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Investors with a long-term time horizon have typically been able to weather near-term 
volatility better than short-term investors because we expect markets to move higher 
over the strategic (10-15 year) time horizon. For long-term investors, we suggest using 
dips as buying opportunities, especially in the asset classes in which we are favorable, 
like U.S. Large Cap Equities, U.S. Mid Cap Equities, and U.S. Intermediate-Term Taxable 
Fixed Income. We also favor allocating to Commodities at the full strategic weight. For 
investors who are not are not already aligned to their target allocation, we suggest taking 
a gradual approach, such as dollar cost averaging, to add to equity allocations.3  

These strategies have historically proven to provide a more consistent return over time 
than attempting to time the market or chasing winners and losers. Investors whose 
allocations have become significantly misaligned to their targets may use this time as an 
opportunity to evaluate their allocation and determine if any rebalancing is necessary. 
Regular rebalancing, portfolio review, and adhering to a long-term plan can help to make 
sure that the allocation is aligned to the desired risk and return objectives; this may help 
investors better weather various market conditions over their investment time horizon. 

Chasing past winners or losers has not been a successful strategy 

 

Sources: © 2022 – Morningstar Direct, All Rights Reserved4, Wells Fargo Investment Institute. Data from December 31, 2001 to March 31, 
2022. Indexed to 100 as of December 31, 2001. YTD = year to date. The top performer portfolio consists of the top performing asset class of 
the previous year invested 100% in the portfolio in the current year. The bottom performer portfolio consists of the bottom performing asset 
class of the previous year invested 100% in the portfolio in the current year. Performance results for the Moderate Growth and Income Liquid 
(3AG) Portfolio and the top and bottom performer portfolios are hypothetical and do not represent an actual portfolio in existence now or 
during the time period shown. Index return information is provided for illustrative purposes only. Index returns do not represent investment 
performance or the results of actual trading. Index returns represent general market results, assume the reinvestment of dividends and other 
distributions and do not reflect deduction for fees, expenses or taxes applicable to an actual investment. Hypothetical and past performance 
is no guarantee of future results. See end of report for portfolio compositions, risk considerations, and index definitions.  

                                                                    
3. A periodic investment plan such as dollar cost averaging does not assure a profit or protect against a loss in declining markets. Since such a strategy involves continuous investment, 
the investor should consider his or her ability to continue purchases through periods of low price levels. 
4. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, 
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. 

$0

$50

$100

$150

$200

$250

$300

$350

$400

$450

$500

'01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 YTD
Hypothetical moderate growth and income liquid (3AG) portfolio

Hypothetical top-performer portfolio

Hypothetical bottom-performer portfolio

 



Investment Strategy | May 2, 2022 

© 2022 Wells Fargo Investment Institute. All rights reserved. Page 4 of 10 

Equities sector analysis 
Sector analysis prepared by Wells Fargo Advisors Global Securities Research 
Trends are changing in the Communication Services sector 

The effects of the pandemic structurally transformed consumer behaviors, and 
we believe many companies within the Communication Services sector 
benefited from these changes. The shift toward streaming accelerated, as 
entertainment options were limited and people sheltered in place. U.S. 
households upgraded broadband connections to keep pace with increased 
bandwidth usage. In hindsight, it appears that some demand was pulled forward 
and, consequently, near-term growth may be muted. Ultimately, we would be 
selective within the sector, favoring high-quality large cap companies that enjoy 
competitive advantages relative to industry peers. 

Although many long-term positive secular trends remain intact, several 
headwinds have recently developed. Engagement remains high; however, 
competition from non-traditional players has intensified. We believe 
subscription fatigue may be setting in with consumers — with too many choices 
and expensive subscriptions. Persistent inflationary pressures and ongoing 
macroeconomic concerns may force consumers to trim expenses, which we 
think could result in fewer streaming subscriptions. Nonetheless, unless 
persistent macro uncertainties force consumers to cut deeper, we continue to 
believe that core streaming platforms offering competitive pricing, cutting-edge 
content, and strong distribution are best-positioned going forward. 

Ad-tracking and consumer privacy worries have emerged, influencing how 
advertisers reach their target audience. We expect ad spend to continue 
rebounding from pandemic levels, driven by a shift toward digital platforms and 
away from traditional channels. While lingering antitrust actions and regulatory 
threats remain an overhang for the largest technology companies, we favor the 
leading interactive media and services companies due to their size, scale, 
superior technology, and enhanced targeting capabilities. 

Communication Services Industry weightings 

 
Sources: FactSet, Wells Fargo Investment Institute. Data as of April 18, 2022. 

Diversified 
Telecommunication 

Services, 11%

Wireless 
Telecommunication 

Services, 2%

Media, 11%

Entertainment, 
17% Interactive Media & 

Services, 59%

   

Thomas Christopher 
Equity Sector Analyst 
Wells Fargo Advisors 

Wells Fargo Investment 
Institute guidance: 
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Fixed Income sector analysis 
Sector analysis prepared by Wells Fargo Advisors Global Securities Research 

Most municipal bonds have been resilient two years after 
pandemic began 
Municipal bond issuers have continued to demonstrate resilience two years 
after the World Health Organization declared coronavirus a global pandemic. 
Data collected by Moody’s Investors Service (Moody’s) showed that most of the 
83 material credit events reported by municipal bond issuers in the first quarter 
of 2022 remained concentrated among small, unrated borrowers, particularly 
senior living facilities and special districts such as tax increment financing (TIF) 
districts, as well as ongoing defaults by the Commonwealth of Puerto Rico.5  

During the first quarter of 2022, senior living stands out as the municipal bond 
sector most negatively impacted by the pandemic. Many facilities could not 
attract residents amid lockdowns and incurred greater expenses for safety, 
which pushed nearly 50 senior living borrowers into delinquency during the past 
two years. 

Moody’s annual default report showed that the average five-year default rate 
among municipal bonds rated by Moody’s was 0.1% over the last decade, up 
slightly from 0.08% for the period dating back to 1970, according to the report.6 
That’s far lower than the rate for corporates, which defaulted at an average rate 
of 7.2% since 2012. We view the low default rate as a reflection of the municipal 
market’s resilience through the course of the pandemic, bolstered by a 
combination of strong reserves, proactive debt management, federal aid, and 
market support. Global Securities Research continues to prefer A-rated or higher 
essential-service revenue and general obligation bonds in the traditional tax-
free sector. We believe these credits have the ability to meet debt service 
obligations and hold their value relative to nontraditional municipal project 
financing. 

Material credit events by sector in the first quarter 2022 

 
Sources: Moody’s Investors Service, Wells Fargo Advisors Global Securities Research. Material credit events are event-based 
disclosures submitted by the issuer. 

                                                                    
5. Municipal delinquencies, reserve fund draws and financial difficulties: Q1 2022, April 15, 2022. 
6. U.S. municipal bond defaults and recoveries, 1970-2021, April 21, 2022. 
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Dorian Jamison 
Municipal Analyst 
Wells Fargo Advisors 

Wells Fargo Investment 
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Real Estate sector analysis 
Sector analysis prepared by Wells Fargo Advisors Global Securities Research 

How can inflation impact commercial real estate? 

With recent higher inflation readings, we think it is useful for investors to 
consider how higher inflation can impact the operating results of various 
commercial real estate property sectors. In our view, there are three primary 
ways inflation can impact commercial real estate operating results: changes in 
rental rates, property operating expenses, and labor costs. 

In terms of rental rates, while rental rate inflation can vary across different real 
estate sectors, we believe commercial real estate sectors with shorter lease 
terms (including hotels, residential real estate sectors, and self-storage) can 
benefit the most quickly from rental rate increases. These commercial real 
estate sectors usually have the highest level of tenant turnover, which provides 
the property owner the opportunity to quickly reset rental rates. 

With respect to operating expenses, such as utilities, real estate taxes, and 
property insurance costs, the payment of these expenses by the tenant or 
property owner is dictated by the lease agreement. The most landlord-friendly 
lease agreements that require tenants to pay the majority of a property’s 
operating expenses are referred to as triple net leases. These leases are typically 
found within freestanding retail properties but are also used in certain office and 
industrial properties (often single-tenant buildings). 

Finally, while most commercial real estate owners do not have to hire large 
numbers of employees to manage properties, hotels and certain health care, 
residential, multi-tenant office, and self-storage properties typically have on-
site employees, resulting in higher labor expenses. 

John Sheehan, CFA 
Equity Sector Analyst 
Wells Fargo Advisors 

Wells Fargo Investment 
Institute guidance: 
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Private Real Estate 

 



Investment Strategy | May 2, 2022 

© 2022 Wells Fargo Investment Institute. All rights reserved. Page 7 of 10 

Alternatives 
Global macro has generated excess return in uncertain markets 

Through most of first four months of 2022, global markets have experienced the 
triple threat of depressed equity and bond returns, heightened market volatility, 
and elevated inflation, making it a difficult start for many investors’ portfolios. 
As a result, the traditional 60% stock and 40% bond portfolio allocation has 
incurred losses, as the power of bonds as a potential diversifier (and, accordingly, 
a means of reducing portfolio volatility) has deteriorated. This has been further 
exacerbated as inflation has risen to a 40-year high, presenting additional risk to 
stock and bond portfolios in terms of asset valuation, erosion of real returns, and 
positive correlation.  

Historically, the global macro systematic strategy has provided non-correlated 
alpha (excess return) in times of stress and market uncertainty. Through April 
22, this strategy again has shown it was non-correlated against the equity and 
fixed income markets. As the table below shows, the systematic strategy has 
experienced gains of 13.4%, surpassing the returns of global equites and global 
bonds. Importantly, global bonds have not helped reduce downside 
participation, as rising interest rates off historically low yields has resulted in 
negative real yields and less room for price appreciation. An allocation of 10% to 
the global macro systematic from the bond allocation would have reduced the 
client’s drawdown by 2.3% against a traditional 60/40 portfolio, while a 20% 
allocation would have reduced the drawdown by 4.7%. 

Entering the year, we upgraded our guidance to favorable for hedge fund 
strategies, including the global macro strategy, which we believed could provide 
diversification and low-correlation in uncertain times. While the global macro 
strategy has been a notoriously difficult strategy to forecast, we believed several 
drivers were in place, including higher-than-expected inflation and the impact 
on commodity prices; divergent global gross domestic product growth; higher 
interest rates; and heightened volatility. Heading into the second half of 2022, 
we believe those same drivers remain in place, creating the potential for an 
attractive investment environment for the global macro strategy. 

Global macro strategy providing non-correlated alpha in 2022 
(2022 returns through April 22, 2022) 

Global equity -10.8% 

Global bonds  -10.4% 

"Traditional" 60% global equity/40% global bonds portfolio -10.6% 

Global macro systematic strategy 13.4% 

Traditional Portfolio / 10% global macro systematic strategy -8.3% 

Traditional Portfolio / 20% global macro systematic strategy -5.9% 

Sources: Bloomberg, MSCI, and Hedge Fund Research (HFR) Data as of 4/22/2022. For illustrative purposes only. Index returns do 
not represent investment returns or the results of actual trading. Asset classes are represented by the following indices: Global 
Equity (MSCI World Index), Global Bonds (Bloomberg Global Aggregate Credit Total Return Index Value Unhedged USD). Global 
Macro Systematic Strategy (HFRX Macro: Systematic Diversified CTA Index). An index is unmanaged and not available for direct investment. Hypothetical and past performance is no 
guarantee of future results. See end of report for risk considerations and index definitions.  

James Sweetman 
Senior Global Alternative 
Investment Strategist 
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Alternative investments, such as hedge funds, 
private equity, private debt and private real 
estate funds are not appropriate for all 
investors and are only open to “accredited” or 
“qualified” investors within the meaning of U.S. 
securities laws. 
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Risk Considerations 

Each asset class has its own risk and return characteristics.  The level of risk associated with a particular investment or asset class generally correlates with the level 
of return the investment or asset class might achieve. Stock markets, especially foreign markets, are volatile.  Stock values may fluctuate in response to general 
economic and market conditions, the prospects of individual companies, and industry sectors.  Foreign investing has additional risks including those associated with 
currency fluctuation, political and economic instability, and different accounting standards. These risks are heightened in emerging markets. Small- and mid-cap 
stocks are generally more volatile, subject to greater risks and are less liquid than large company stocks. Bonds are subject to market, interest rate, price, 
credit/default, liquidity, inflation and other risks. Prices tend to be inversely affected by changes in interest rates. High yield (junk) bonds have lower credit ratings 
and are subject to greater risk of default and greater principal risk. Municipal bonds offer interest payments exempt from federal taxes, and potentially state and 
local income taxes. These bonds are subject to interest rate and credit/default risk and potentially the Alternative Minimum Tax (AMT). Quality varies widely 
depending on the specific issuer. Municipal securities are also subject to legislative and regulatory risk which is the risk that a change in the tax code could affect the 
value of taxable or tax-exempt interest income. The commodities markets are considered speculative, carry substantial risks, and have experienced periods of 
extreme volatility.  Investing in a volatile and uncertain commodities market may cause a portfolio to rapidly increase or decrease in value which may result in greater 
share price volatility. Real estate has special risks including the possible illiquidity of underlying properties, credit risk, interest rate fluctuations and the impact of 
varied economic conditions. 

Alternative investments, such as hedge funds, private equity/private debt and private real estate funds, are speculative and involve a high degree of risk that is 
appropriate only for those investors who have the financial sophistication and expertise to evaluate the merits and risks of an investment in a fund and for which the 
fund does not represent a complete investment program. They entail significant risks that can include losses due to leveraging or other speculative investment 
practices, lack of liquidity, volatility of returns, restrictions on transferring interests in a fund, potential lack of diversification, absence and/or delay of information 
regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation and higher fees than mutual funds.  Hedge fund, private equity, 
private debt and private real estate fund investing involves other material risks including capital loss and the loss of the entire amount invested. A fund's offering 
documents should be carefully reviewed prior to investing. 

Hedge fund strategies, such as Equity Hedge, Event Driven, Macro and Relative Value, may expose investors to the risks associated with the use of short selling, 
leverage, derivatives and arbitrage methodologies. Short sales involve leverage and theoretically unlimited loss potential since the market price of securities sold 
short may continuously increase. The use of leverage in a portfolio varies by strategy. Leverage can significantly increase return potential but create greater risk of 
loss.  Derivatives generally have implied leverage which can magnify volatility and may entail other risks such as market, interest rate, credit, counterparty and 
management risks.  Arbitrage strategies expose a fund to the risk that the anticipated arbitrage opportunities will not develop as anticipated, resulting in potentially 
reduced returns or losses to the fund. 

Portfolio compositions 
Moderate Growth and Income: 2% Bloomberg U.S. Treasury Bill (1–3 Month) Index, 30% Bloomberg U.S. Aggregate Bond Index, 6% Bloomberg U.S. Corporate High 
Yield Bond Index, 5% JPM EMBI Global Index, 24% S&P 500 Index, 10% Russell Midcap Index, 6% Russell 2000 Index, 8% MSCI EAFE Index, 7% MSCI Emerging 
Markets Index, 2% Bloomberg Commodity Index. 

Hypothetical top-performer portfolio: 2002: 100% Bloomberg U.S. Aggregate Bond Index (1–3 year); 2003: 100% Bloomberg Commodity Index; 2004: 100% MSCI 
Emerging Markets Index; 2005: 100% MSCI Emerging Markets Index; 2006: 100% MSCI Emerging Markets Index; 2007: 100% MSCI Emerging Markets Index; 2008: 
100% MSCI Emerging Markets Index; 2009: 100% J.P. Morgan GBI Global ex-U.S. Index; 2010: 100% MSCI Emerging Markets Index; 2011: 100% Russell 2000 Index; 
2012: 100% Bloomberg U.S. Aggregate Bond Index (10+year); 2013: 100% MSCI Emerging Markets Index; 2014: 100% Russell 2000 Index; 2015: 100% Bloomberg 
U.S. Aggregate Bond Index (10+ year); 2016: 100% S&P 500 Index; 2017: 100% Russell 2000 Index; 2018: 100% MSCI Emerging Markets Index; 2019: 100% 
Bloomberg U.S. Treasury Bill 1–3 Month Index, 2020: 100% S&P 500 Index; 2021: 100% Russell 2000 Index; and 2022: 100% S&P 500 Index. 

Hypothetical bottom-performer portfolio: 2002: 100% MSCI EAFE Index; 2003: 100% S&P 500 Index; 2004: 100% Bloomberg U.S. Treasury Bill 1–3 Month Index; 
2005: 100% Bloomberg U.S. Treasury Bill 1–3 Month Index; 2006: 100% J.P. Morgan GBI Global ex-U.S. Index; 2007: 100% Bloomberg Commodity Index; 2008: 100% 
Russell 2000 Index; 2009: 100% MSCI Emerging Markets Index; 2010: 100% Bloomberg U.S. Aggregate Bond Index (10+ year); 2011: 100% Bloomberg U.S. Treasury 
Bill 1–3 Month Index; 2012: 100% MSCI Emerging Markets Index; 2013: 100% Bloomberg Commodity Index; 2014: 100% Bloomberg Commodity Index; 2015: 100% 
Bloomberg Commodity Index; 2016: 100% Bloomberg Commodity Index; 2017: 100% Bloomberg U.S. Treasury Bill 1–3 Month Index; 2018: 100% Bloomberg U.S. 
Treasury Bill 1–3 Month Index, 2019: 100% MSCI Emerging Markets Index, 2020: 100% Bloomberg U.S. Treasury Bill 1–3 Month Index; 2021: 100% Bloomberg 
Commodity Index; and 2022: 100%  J.P. Morgan GBI Global ex-U.S. Index. 

Definitions 

Bloomberg Commodity Index is calculated on an excess return basis and reflects commodity futures price movements.  

Bloomberg U.S. Treasury Bills (1-3M) Index is representative of money markets.  
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Bloomberg U.S. Aggregate Bond Index is composed of the Bloomberg U.S. Government/Credit Index and the Bloomberg U.S. Mortgage-Backed Securities Index and 
includes Treasury issues, agency issues, corporate bond issues, and mortgage-backed securities. 

Bloomberg U.S. Aggregate 10+ Year Bond Index is unmanaged and is composed of the Bloomberg U.S. Government/Credit Index and the Bloomberg U.S. 
Mortgage-Backed Securities Index, and includes Treasury issues, agency issues, corporate bond issues, and mortgage-backed securities with maturities of 10 years 
or longer.  

Bloomberg U.S. Corporate High-Yield Bond Index covers the U.S. dollar-denominated, non-investment grade, fixed-rate, taxable corporate bond market.  

HFRI Fund Weighted Composite Index is a fund-weighted (equal-weighted) index designed to measure the total returns (net of fees) of the approximately 2,000 
hedge funds that comprise the Index. Constituent funds must have either $50 million under management or a track record of greater than 12 months.  

Note: The HFRI indexes are based on information self-reported by hedge fund managers that decide, on their own, at any time, whether or not they want to provide, 
or continue to provide, information to HFR Asset Management, L.L.C. Results for funds that go out of business are included in the index until the date that they 
cease operations. Therefore, these indexes may not be complete or accurate representations of the hedge fund universe, and may be biased in several ways. 

JPMorgan GBI Global ex-US Index (Unhedged) in USD is an unmanaged index market representative of the total return performance in U.S. dollars on an unhedged 
basis of major non-U.S. bond markets.  

JPMorgan EMBI Global Index (USD) is a U.S. dollar-denominated, investible, market cap-weighted index representing a broad universe of emerging market 
sovereign and quasi-sovereign debt.  

MSCI EAFE (DM) and MSCI Emerging Markets (EM) indexes are equity indexes which capture large and mid cap representation across 21 DM countries (excluding 
Canada and the U.S.) and 23 EM countries around the world.  

MSCI World Index (Global Equites) is a free-float weighted equity index. It was developed with a base value of 100 as of December 31, 1969. The MSCI World Index 
includes developed world markets, but does not include emerging markets.  

Note: 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 as a basis for other indexes or any securities or financial products. This report is not approved, reviewed, or 
produced by MSCI. 

Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000® Index, which represent approximately 25% of the total market 
capitalization of the Russell 1000® Index.  

Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which represents approximately 8% of the total market 
capitalization of the Russell 3000 Index. 

S&P 500 Index is a market capitalization-weighted index composed of 500 stocks generally considered representative of the US stock market. 

An index is unmanaged and not available for direct investment.  

Moody’s uses a lettering system consisting of upper and lower case, as well as numeric modifiers. 'Aaa' and 'Aa' (high credit quality) and 'A' and 'Baa' (medium credit 
quality) are considered investment grade. Credit ratings for bonds below these designations ('Ba', 'B', 'Caa', etc.) are considered low credit quality, and are commonly 
referred to as "junk bonds". The modifier 1 indicates that the obligation ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-range 
ranking; and the modifier 3 indicates a ranking in the lower end of that generic rating category.   

General Disclosures 

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of 
Wells Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company. 

The information in this report was prepared by Global Investment Strategy.  Opinions represent GIS’ opinion as of the date of this report and are for general 
information purposes only and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. 
GIS does not undertake to advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or 
have opinions that are inconsistent with, and reach different conclusions from, this report. 

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential 
investor.  This report is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a 
recommendation to buy, hold or sell securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product 
based on performance alone. Consider all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and 



Investment Strategy | May 2, 2022 

© 2022 Wells Fargo Investment Institute. All rights reserved. Page 10 of 10 

investment time horizon. The material contained herein has been prepared from sources and data we believe to be reliable but we make no guarantee to its accuracy 
or completeness. 

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or 
registered with any financial services regulatory authority outside of the U.S.  Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells 
Fargo Advisors may not be afforded certain protections conferred by legislation and regulations in their country of residence in respect of any investments, 
investment transactions or communications made with Wells Fargo Advisors.  

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered 
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	Fixed Income sector analysis: Most municipal bonds have been resilient two years after pandemic began 5
	• Municipal bond issuers continue to demonstrate resilience two years since the start of the coronavirus pandemic.
	• Most material credit events reported during the first quarter of 2022 remained concentrated among small, unrated borrowers, such as senior living facilities and tax increment financing (TIF) districts.
	Real Estate sector analysis: How can inflation impact commercial real estate? 6
	• We believe there are three primary ways inflation can impact commercial real estate operating results.
	• The three main impacts include changes to rental rates, property operating expenses, and labor costs.
	Alternatives: Global macro has generated excess return in uncertain markets. 7
	• The global macro strategy can potentially profit across a variety of market environments due to the strategy’s ability to go long and short a diverse, generally liquid market universe.
	• In periods of market stress and uncertainty, the global macro strategy has proven to produce low correlation to stocks and bonds, which can provide diversification.
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