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 3Q 2022 YTD 1 Year 3 Year* 5 Year* 7 Year* 10 Year* 

MSCI ACWI ex-US (Net) -9.9% -26.5% -25.2% -1.5% -0.8% 3.3% 3.0% 

MSCI ACWI ex-US Value (Net) -10.4% -21.0% -20.0% -2.2% -2.1% 2.2% 1.9% 

MSCI ACWI (Net) -6.8% -25.6% -20.7% 3.8% 4.4% 7.4% 7.3% 

MSCI ACWI Value (Net) -7.7% -19.1% -14.0% 1.3% 1.7% 5.3% 5.4% 

* Annualized Total Returns.   
 
Have we hit “Peak Chaos” yet?  A recent Bloomberg article highlighted that chaos was on the rise in Q3: 
the war in the Ukraine was increasing in intensity, OPEC+ reducing output with energy prices remaining 
high, Chinese lockdowns slowed activity, a hawkish Federal Reserve and Midterm Elections in the US 
pointing to some change in the balance of power.  The largest sign of chaos was the abrupt U-turn the 
new British government executed on their tax reduction plan after their bond markets collapsed.  Fears 
are running high right now, and market have already priced in a recession.  A “chaos” driven recession 
might occur in 2023, but markets already reflect that.   Now the question becomes “Can uncertainty ease 
from here?”  While we think over the coming year there are potential resolutions to uncertainty: Europe 
should find new energy suppliers, Central Banks probably stabilize rates, China likely recovers post 
lockdowns and Britain figures things out.  Timing is uncertain and until we get clarity, we are probably in 
a rangebound market that ebbs, and flows based on earnings and economic outlooks. We think markets 
are closer to the bottom end of the range right now, so don’t get too bearish. In our experience, when 
nothing looks good, you should buy the best-looking trend out there.  Currently, that is the value 
rotation.  Value stocks are probably leaders for the next several years. 
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The Major points from the last quarter are: 
 

• International stocks fell, discounting a moderate recession with a 31% cumulative drawdown. 
Investors worry a recession is inevitable.  Post market declines like this, returns usually rebound. 

• The dollar surged as the US recommitted to raising rates to control inflation.  Investors are 
worried this will result in an overshoot on rates that breaks part of the financial system and are 
vigilant for a financial crisis. 

• European governments announced major programs to shield electorates from higher energy 
costs.  European storage is full and gas prices have moderated before the winter chill sets in. 

• China appointed President Xi to a third term, and he remains committed to zero-Covid, which 
has hurt their economy. 

 
All these developments sound bearish, and September/October are seasonally weak periods.  We would 
urge you not to become too bearish though.  A lot of bad news is priced into markets, and they typically 
have strong rebounds after 30%+ drawdowns like we have seen recently.  Few observers believe anything 
constructive can occur over the near term, but we believe there is potential for inflation readings to 
moderate, Central banks to complete this phase of rate increases, and perhaps see a better earnings 
season than many fear it will be.  Once central banks indicate they are willing to wait and see how their 
tightening is impacting the economy, markets should breathe a sigh of relief for a while at least.  In the 
meanwhile, make sure your portfolios have enough value and quality orientation, because that is likely to 
be the leadership for the next 7-year cycle.   
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Charts We Are Sharing with Our Clients 
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It’s Autumn and investors are nervous.  Markets have been volatile, and inflation has remained high.  
Markets have discounted a recession, and some parts of the world are in one.  We think that means the 
market is in a show me mode, and the focus is on high quality value stocks.  Fortunately, that is what we 
emphasize.  What advice would we offer investors?  Don’t get too bearish!  Much of the bad news is 
already discounted in the markets.  Can more unforeseen threats emerge?  Sure, but if we already have 
a nuclear threat on the table, it will need to be something on the order of intergalactic warfare to beat 
that.   In the meanwhile, some measures of inflation are easing, and according to central banks, their 
tightening should be paused over the next six months as they assess their impact.  That should give 
markets a reason to lift as we move through what historically is the best season to invest in.   
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As always, if you need any additional information, please feel free to contact any of us. 

Curt Scott, CFA        
Jack White, CFA        
Jack Holden CFA        
Shaun Siers, CFA 

10/18/2022 
MSCI ACWI ex-US (Net) – 224   
MSCI ACWI (Net) – 298   
MSCI ACWI ex-US Value (Net) – 140  

 
This publication has been distributed for informational purposes only and should not be considered as 
investment advice or a recommendation of any particular security, strategy, or investment product.  Past 
performance does not provide any guarantee of future performance, and should not rely on performance 
as an indication of future performance.  Commentary may contain subjective judgements and 
assumptions subject to change without notice.  There can be no assurance that developments will 
transpire as forecast.  Information contained herein has been obtained from sources believed to be 
reliable but not guaranteed.  No part of this publication can be reproduced in any form, or referred to in 
any other publication without express written permission of Todd Asset Management LLC. © 2022 
 
Refer to the following page for more information on the commentary presented.  This is pertinent to 
this letter and should not be reproduced or duplicated without this disclosure. 
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The indexes are unmanaged, and not available for direct investment; they include reinvestment of dividends; they do 
not reflect management fees or transaction costs. 

MSCI ACWI ex-U.S. (net) Index is a float-adjusted market capitalization index that is designed to measure the combined 
equity market performance of developed and emerging market countries excluding the United States. The ACWI ex-U.S. 
includes both developed and emerging markets. For investors who benchmark their U.S. and international stocks 
separately, this index provides a way to monitor international exposure apart from U.S. investments.  The Net Index takes 
into account the impact of foreign tax withholdings on dividend income. 

 
MSCI ACWI (net) Index is a float-adjusted market capitalization index that is designed to measure the equity market 
performance of developed and emerging markets.   

 
MSCI ACWI ex-U.S. Value (net) Index captures large and mid-cap securities exhibiting overall value style characteristics 
across 22 Developed and 26 Emerging Markets countries. The value investment style characteristics for index 
construction are defined using three variables: book value to price, 12-month forward earnings to price and dividend 
yield. 

MSCI ACWI Value (net) Index  is a float-adjusted index of securities exhibiting overall value style characteristics across 
both developed and emerging markets. The value investment style characteristics for index construction are defined 
using three variables: book value to price, 12-month forward earnings to price and dividend yield. The net index considers 
the impact of tax withholdings on dividend income. 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and 
may not be used as a basis for or a component of any financial instruments or products or indices. None of the MSCI 
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind 
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication 
or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on an “as is” 
basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of its 
affiliates and each other person involved in or related to compiling, computing or crediting any MSCI information 
(collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of 
originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) 
with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability 
for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other 
damages. (www.msci.com). 

1. Past performance does not provide any guarantee of future performance and one should not rely on performance as an indication of 
future performance. Indexes are unmanaged and not available for direct investment. They include reinvestment of dividends; they do 
not reflect management fees or transaction costs. Commentary may contain subjective judgements and assumptions subject to change 
without notice. There can be no assurance that developments will transpire as forecast. See Performance Disclosure and Additional 
Disclosures for more information about benchmarks presented. 
 

2. The indexes used in the chart are unmanaged, and not available for direct investment. They do not include the reinvestment of 
dividends, nor do they reflect management fees or transaction costs. The S&P 500 is a widely recognized index of market activity based 
on the performance of common stocks within the S&P 500 Index. The MSCI ACWI ex-US is a widely recognized index of market activity 
based on the performance of common stocks within the MSCI ACWI ex-US Index. The MSCI EAFE is a widely recognized index of market 
activity based on the performance of common stocks within the MSCI EAFE Index. 

 

 

http://www.msci.com/

