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GLOBAL EQUITIES

Stocks struggled in the first quarter as investors grappled with inflation, higher interest rates and
heightened geopolitical risks amid Russia’s invasion of Ukraine. U.S. large-cap stocks were in the red
with the S&P 500 Index losing 4.6%. Outside the United States, international developed market equities
and emerging market stocks fared worse, with the MSCI EAFE Index down 5.9% and the MSCI Emerging
Markets Index losing 7%. In general, large cap outperformed small cap (except in emerging markets),
and value beat growth.

Inflationary trends in real Global Equity Market Returns as of 3/31/2022

assets—energy, metals, ma- |Dakaela] m

terials and food—bolstered MSCI ACWI -5.4% 7.3% 13.8% 11.6%
pecially in the energy sector;  ggpggg 46%  156%  189%  16.0%

higher interest rates buoyed
S . Russell 1000 Growth -9.0% 15.0% 23.6% 20.9%

performance within finan-
cials. Russell 1000 Value -0.7% M7%  13.0%  10.3%
Russell 2000 -7.5% -5.8% 11.7% 9.7%

In hedge funds, long/short
. o Russell 2000 Growth -12.6% -14.3% 9.9% 10.3%

equity funds were down 3.9%
for the three months ended Russell 2000 Value -2.4% 3.3% 12.7% 8.6%
healthcare and technology  msclEAFE -5.9% 1.2% 7.8% 6.7%
funds saw large declines, 150 EARE Hedged USD 3.7% 6.2% 8.2% 6.6%

while growth hedge funds
MSCI EAFE Small Cap -8.5% -3.6% 8.5% 7.4%

underperformed value hedge
funds. Equity market neutral MSCI Europe -7.4% 3.5% 8.2% 6.9%
and energy/basic materials MSCI Emerging Markets -7.0% -1.4% 4.9% 6.0%
hedge funds led performance  MScl Emerging Markets Small Cap -4.3% 5.5% 11.9% 7.8%

H H (o) o,
with gains of 0.4% and 4.2%,  y;50 ching 14.2%  -32.5% -3.0% 3.5%
respectively.
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Meanwhile, global private eq-  HFRI Equity Hedge -3.9% 0.5% 10.2% 7.8%
uity fundraising totaled $172  |\ep) oo ing Markets 5.3% -2.0% 5.9% 5.0%

billion in the first quarter, ac-
. . HFRI ED: Activist -4.4% 2.0% 9.6% 5.9%

cording to data from Preqin,
HFRI ED: Merger Arbitrage 1.3% 7.2% 71% 6.1%

modestly lower than the $180
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After a record-setting 2021, U.S. private equity deal activity—confirmed and estimated—was muted in
the first quarter with $222 billion in deal value across 1,416 transactions, according to PitchBook data.
During this period, exit activity of $67 billion was only about one-third of the exit value compared to
the fourth quarter, marking the second consecutive quarter of lower and fewer exits. Venture capital
aggregate deal value was down 20% for the three months ended March 31 relative to the fourth quarter,

although deal count was slightly higher.

GLOBAL FIXED INCOME

In the first quarter, fixed-income markets were roiled as yields rose and the yield curve flattened sub-
stantially amid the Fed’s more aggressive stance around rate tightening. At the short end, two-year
Treasuries ended the quarter yielding 2.28%, up 155 basis points, and the yield spread between the 10-

year and two-year compressed
to just four basis points (and
briefly inverted). Even at these
higher yields and new issue
concessions, investment-grade
bond
market to boost their liquidity;

issuers flocked to the
spread widening also con-
tributed to
corporate credit

investment-grade
losing 7.4%
on a total-return basis for the
quarter.

For U.S. high-yield bonds, cred-
it spreads increased to finish
the first quarter at more than
300 basis points.
with the sharp rise in interest
rates, high-yield
yields jumped to 6.0%
total returns were -4.8%. Float-

Combined

corporate
and

ing-rate credit outperformed,
with leveraged loans down a
modest 0.2%.

Global Fixed-Income Market Returns as of 3/31/2022

BBG Global Aggregate
JPM EMBI Global Diversified
JPM GBI-EM Global Diversified

-6.2% -6.4% 0.7%
-10.0% -7.4% 0.0%
-6.5% -8.5% -1.1%

1.7%
1.7%
0.2%

BBG Aggregate Bond
BBG Municipal Bond
BBG TIPS

BBG US Treasury
BBG US Long Treasury
BBG MBS

BBG US Credit

BBG US Long Credit
BBG High Yield

BBG Muni High Yield
S&P LSTA Lev. Loan
BBG T-Bills

-5.9% -4.2% 1.7%
-6.2% -4.5% 1.5%
-3.0% 4.3% 6.2%
-5.6% -3.7% 1.4%
-10.6% -1.4% 3.3%
-5.0% -4.9% 0.6%
-7.4% -4.2% 2.8%
-11.2% -4.2% 4.4%
-4.8% -0.7% 4.6%
-6.5% -1.3% 4.0%
-0.2% 2.3% 3.8%
0.0% 0.0% 0.8%

2.1%
2.5%
4.4%
1.8%
3.9%
1.4%
3.2%
4.8%
4.7%
5.2%
3.7%
1.1%
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HFRI Credit Index

HFRI ED: Credit Arbitrage

HFRI ED: Distressed/Restructuring
HFRI Relative Value

QUARTERLY ASSET CLASS

0.2% 3.5% 5.8%
-0.6% 2.9% 5.7%
1.1% 7.4% 9.3%
0.5% 4.3% 5.0%
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REAL ASSETS

ACEINEESSSIRUEINICIREIRUTISIN Real Asset Returns as of 3/31/2022

momentum in the fir u r —
as energy commodity prices

H o, 0, o, 0,
surged, with WTI rising over Bloomberg Commodity 25.5% 49.3% 16.1% 9.0%
30% to around $100 a barrel GSCl Commodity 33.1% 64.6% 13.4% 10.0%
and natural gas up over 50%  Gold Spot 5.9% 13.4% 13.8% 9.2%
for the quarter. Global natural  \y| crude Oil Spot 331%  69.4%  205%  14.7%

resource equities benefited
] q ) o BBG Commodity - Agriculture 19.9% 42.2% 23.0% 8.0%

from this environment, rising
: _ [) 0, [ 0,
nearly 17% during the quarter. BBG Commodity - Energy 47.9% 91.8% 7.5% 6.3%
BBG Commodity - Industrial Metals 22.7% 48.8% 20.8% 14.0%

Meanwhile, REITs declined
BBG Commodity - Precious Metals 6.9% 10.6% 13.8% 7.3%

3.6% in the first quarter, but

real estate markets overall
remain healthy with most NAREIT Composite Index -5.3% 22.2% 11.1% 10.3%

S&P Global Natural Resource Equities 16.8% 30.8% 15.4% 12.5%

property types still seeing NAREIT Global REIT Index -3.6% 19.1% 7.5% 7.6%
higher occupancy rates. Private
core real estate posted another
quarter of historically strong returns; the NCREIF ODCE Index recorded a preliminary gross return of

Alerian Midstream Index 24.0% 41.9% 10.1% 6.1%

over 7% for the three months ended March 31. Real estate performance continues to be largely driven
by industrial and multifamily property types.

DISCLAIMERS

Past performance is no guarantee of future results.

All investments carry some level of risk. Diversification and other asset allocation techniques do not ensure profit
or protect against losses.

The information in this report has been obtained from sources NEPC believes to be reliable. While NEPC has
exercised reasonable professional care in preparing this report, we cannot guarantee the accuracy of all source
information contained within.

The opinions presented herein represent the good faith views of NEPC as of the date of this report and are subject
to change at any time.
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https://www.nepc.com/
https://www.linkedin.com/company/nepc
https://twitter.com/nepc_llc

