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In all, it was a trying quarter. The S&P 500 recorded  
performance of -16.10% and all Russell U.S. style indexes 
had negative returns. Not surprisingly, Value outperformed 
Growth and the Large caps outperformed Small. But, even  
the best performing Russell style index, the Top 200 Value, 
had a -10.89% return. (The worst was Microcap Growth at  
-22.40%.) Even bond returns were broadly negative. 

 
All S&P 500 economic sector returns were negative as well. 
Consumer Staples (-4.62% return), Utilities (-5.09%) and 
Energy (-5.17%) held up the best. Oil prices experienced 
~30% volatility in 2Q with WTI crude moving from $94/bbl 
in April to $121/bbl in mid-May, before closing the quarter  
at $106/bbl--with energy stocks selling off in June as 
recession fears took hold. Underperforming the S&P 500  
were Consumer Discretionary (-26.16%), Communication 
Services (-20.71%), Information Technology (-20.24%) and 
Financials (-17.90%).  
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MARKET OVERVIEW 
The last three months were nothing if not eventful. The 
shifting sands of rapid inflation, tightening monetary policy, 
valuation adjustments, geopolitical problems including the 
Ukraine/Russia war, another China COVID lockdown and 
supply chain issues (ongoing and new) and, finally, the 
growing belief a recession is either here or imminent, made  
it impossible for U.S. equities to gain traction.  
 
The Fed’s aggressive, “behind the 8-ball” ratcheting up of 
rates--and its promise to go further--is worth special note.  
The Fed Funds rate target was increased to 1.50%-1.75%  
in the quarter from just 0.25%-0.50% on March 31. The 
FOMC has telegraphed more increases in 2022 with the 
expectation that the Fed Funds rate will be between 3% and 
4% by year end. These actions started to make valuations  
and fundamentals important again, as evidenced by the severe 
declines in cryptocurrencies and high P/E, low profitability 
stocks and the widening of credit spreads. 
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Northrop Grumman Corp. (NOC), a pure play defense 
contractor, was a beneficiary of the rally in defense stocks 
spurred by the continuing Russia/Ukraine conflict. NOC 
stands to benefit from the building support for increases in 
defense budgets here and with our allies. 
 
 
 
 
Apple, Inc. (AAPL) fiscal 2Q 2022 results indicated 
continued strong demand for its products and services.  
The stock underperformed due to fiscal 3Q guidance that 
implied modest downside to consensus estimates due to a 
voluntary Russia sales ban and foreign exchange headwinds. 
Additionally, AAPL is facing a larger-than-expected $4.0 to 
$8.0 billion revenue hit from COVID shutdowns in China and 
semiconductor shortages, which should both prove transitory. 
AAPL announced a 5% increase in its dividend and a $90 
billion increase in share buybacks. 

 
Broadcom, Inc. (AVGO) reported impressive fiscal 2Q  
2022 results with semiconductor and infrastructure revenue 
up 29% and 5%, respectively. Booking trends remained 
strong and combined with tight supply chain dynamics, 
semiconductor backlog grew 38%. Management provided a 
constructive demand outlook into the middle of calendar 2023 
driven by strong enterprise spending and continued strength 
from cloud, broadband and service providers. Additionally, 
the recently announced VMware acquisition will aid 
prospects over the long term. 

 
Microsoft Corp. (MSFT) reported a solid fiscal 3Q 2022 
result in April. Notable was the 49% y/y growth from their 
Azure product, accelerating to its highest growth in almost 
two years driven by strength in their cloud business. Bookings 
for future business were also ahead of expectations. However, 
shares underperformed during market volatility, and in June 
they revised their earnings expectations lower due to the 
strengthening of the U.S. dollar. Importantly, demand for  
their products remains strong. 
 

 
 
 

 
 
 
 
Campbell Newman’s Large Cap Dividend Growth  
composite outperformed its S&P 500 benchmark by 483  
bps (474 bps net of fees). Stock selection accounted for the 
outperformance. The strategy’s focus on companies with 
consistent dividend growth along with the team’s proprietary 
bottom-up research and stock selection process that 
emphasizes earnings predictability and rational valuations 
were designed to dampen volatility during market downdrafts, 
while allowing strong participation in rising markets. 

 
Stock selection in the following sectors accounted for much 
of the outperformance: Information Technology (-16.69% vs. 
-20.24% benchmark, adding 156 bps relative), Industrials  
(-2.27% vs. -14.78%, adding 133 bps) and Consumer 
Discretionary (-11.43% vs. -26.16%, adding 95 bps). The 
greatest detractors to relative performance were: 1.) A lack  
of exposure to Consumer Staples cost 71 bps. As investors 
reached for yield during 0% interest rates, Consumer Staples’ 
valuations became extended compared to their historical 
ranges and earnings growth projections. 2.) An overweight  
to Information Technology cost 65 bps. The portfolio’s sector 
weights are largely a function of bottom-up stock selection, 
reflecting where the best longer-term risk/return opportunities 
have been identified. 
 

 
 
 

Eli Lilly & Co. (LLY) stock performed well as 
pharmaceutical stocks were viewed as safe havens during  
this tumultuous period. As well, the stock was bolstered by  
an earlier-than-anticipated approval of Mounjaro, a once-
weekly injection for adults with type 2 diabetes. Beneficially, 
patients also exhibited 10% to 20% weight loss while on the 
drug. Early forecasts suggest Mounjaro could generate more 
than $14 billion in sales by 2030. 
 
Merck & Co., Inc. (MRK) stock also benefited from its  
safe-haven status awarded to pharmaceutical stocks. 
Additionally, MRK reported 1Q 2022 results ahead of 
consensus and raised 2022 guidance. The company has a 
healthy longer-term outlook with solid top and bottom-line 
growth driven by key drugs Keytruda and Gardasil. 
 

BOTTOM CONTRIBUTORS 

PORTFOLIO REVIEW                                             

TOP CONTRIBUTORS                                             
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with few changes in the quarter (2.59% turnover). Built 
through bottom-up stock selection, the portfolio continues to 
be focused on Information Technology (39.85% weighting), 
Health Care (14.75%), Industrials (11.73%) and Financials  
(8.43%). Cash reserves crept up to 6.30% with the value of 
the stocks sold slightly higher than those purchased and the 
stocks’ declining value relative to stable cash. 
 

 

2Q 2022 TOP CONTRIBUTORS WEIGHT RETURN IMPACT 
Eli Lilly & Co. 2.37% 13.59% 29 bps 

Merck & Co., Inc. 2.86 12.02 26 

Northrop Grumman Corp. 3.01 7.41 20 

UnitedHealth Group 3.58 1.50 13 

American Tower Corp. 3.48 2.90 9 
 

2Q 2022 BOTTOM CONTRIBUTORS WEIGHT RETURN IMPACT 
Apple, Inc. 6.40% -21.57% -149 bps 

Broadcom, Inc. 4.58 -22.20 -107 

Microsoft Corp. 5.70 -16.50 -100 

Stryker Corp. 3.52 -25.33 -96 

Intercontinental Exchange, Inc. 2.63 -28.53 -87 
 

 
 
 
 
It’s helpful to remember that bottoming is a process, not  
an event. A great deal of damage has already been done in  
the market, and it is working through the process following  
a period of enormous monetary/fiscal excess. In this 
environment, the portfolio has held up relative, as designed,  
 
 
 
 
 

TOP AND BOTTOM ABSOLUTE CONTRIBUTORS  

PORTFOLIO POSITIONING 

LARGE CAP DIVIDEND GROWTH COMPOSITE PERFORMANCE NOTES: 
 
Campbell Newman Asset Management, Inc., formerly Campbell, Newman, Pottinger and Associates, Inc., is a privately held, independent investment adviser registered  
with the Securities and Exchange Commission. Registration does not imply a certain level of skill or training. The firm offers advisory services under equity strategies to 
taxable and tax-exempt clients. The Large Cap Dividend Growth composite is comprised of tax-exempt portfolios that have a market value greater than or equal to $200,000 
and holdings that are primarily dividend paying growth stocks and cash. Beginning 7/1/09, the criteria used to determine fully discretionary portfolios was amended to include 
maximum position and cash size of 5% and maximum ADR’s of 10%. For comparison purposes, the Large Cap Dividend Growth composite is shown against the S&P 500 
Index. The S&P 500 Index measures performance of approximately 500 large cap companies. The S&P 500 focuses on the large cap segment of the market, with 
approximately 80% coverage of the U.S. equities (Source: http://www.spindices.com). Indexes are unmanaged. It is not possible to invest directly in an index. All returns 
presented are calculated using U.S. dollars. Performance results include the reinvestment of all income. Returns are presented gross and net of management fees. Returns 
reflect the deduction of advisory fees, brokerage or other commissions, and any other expenses that a client would have paid or actually paid, other than custodial fees. In most 
instances, returns must be shown net of fees. Net of fees performance is calculated using actual management fees. Past performance is not indicative of future results. To 
receive a complete list of Campbell Newman Asset Management Inc.'s composite descriptions and/or a presentation that adheres to the Global Investment Performance 
Standards (GIPS), contact: CN Marketing, 330 East Kilbourn Avenue, Suite 1125, Milwaukee, WI 53202, Telephone: 414-908-6670. Campbell Newman Asset 
Management, Inc. claims compliance with the Global Investment Performance Standards (GIPS). GIPS® is a registered trademark of CFA Institute. CFA Institute does not 
endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. 
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