
330 EAST KILBOURN AVENUE, SUITE 1125 | MILWAUKEE, WI 53202 | (414) 908-6670 OFFICE | (800) 319-2733 TOLL-FREE | CAMPBELLNEWMAN.COM 

   

negative returns in the quarter were Communication Services  

(-1.38%) and Consumer Discretionary (-10.18%). 

  

To our point, a couple of observations regarding the quarter’s 

top and bottom performing sectors that helps illuminate the 

market’s evolution in this changing environment:  

 

1.) Energy continued as a market leader (2022 full-year 

performance of 65.72%) despite the fall in the price of oil  

from its mid-year highs. As we have discussed, with production 

limited due to the more disciplined capital allocation policies  

of many energy companies, earnings visibility has increased 

compared to past eras. As important, the sector’s P/E on its 

next 12 months earnings estimate was at 8.7x as of 12/12/22,  

a 50% discount to its average of 17.8x since 2000*. Also note 

this under-owned sector’s S&P 500 weight almost doubled 

during 2022, from 2.70% to 5.20%, due to its strong 

performance. 
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MARKET OVERVIEW 

Most of the major stock indices sold off by 20% or more in  

the first nine months of the year, as the rapid ratcheting up  

of interest rates necessitated adjustments in valuations. By 

October, more palatable valuations and fairly oversold 

technical conditions set the stage for a rally, resulting in  

the S&P 500 recording 4Q performance of 7.56%. 

 

With the Fed Funds target rate rising from virtually zero at  

the year’s start to 4.25%-4.50% in December and an inverted 

yield curve recession signal flashing, the tone of the rally was 

different than that of the free-money era. Actual profitability 

and a good line of sight into future earnings growth, along 

with more rational valuations, drove leadership. Not having 

those attributes was more apt to be punished.  

 

At a high level, nine of the S&P 500’s 11 economic sectors 

were positive in the quarter, with the top performers being 

Energy (22.81% return), Industrials (19.22%), Materials 

(15.05%) and Financials (13.61%). The two sectors with  *Source: CFRA, S&P Global 
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Merck & Co., Inc. (MRK) stock benefited from the safe-

haven status awarded to pharmaceutical stocks in the 

tumultuous 4th quarter. Additionally, MRK reported 3Q  

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, 

Gardasil and animal health. 

 

 

 

 

Apple, Inc. (AAPL) reported a mixed fiscal 4Q earnings 

result with strength in Macs and Wearables offset by 

downside in iPhones (supply constraints) and Services  

(large foreign exchange impact). Late in the quarter, shares 

declined as analysts cut estimates due to supply issues 

stemming from challenging conditions in the company’s 

China assembly facility partners. Continued challenging 

supply conditions will weigh on iPhone growth in the near 

term as China works through its attempted reopening. 

 

Crown Castle, Inc. (CCI) stock was pressured by the  

sharp rise in short-term rates during the quarter. Due to  

their higher-than-market current yields and valuations, REIT  

stocks typically underperform during periods of rising rates 

though start to stabilize as rates begin to level off. Overall,  

we like Crown’s position in domestic towers and small cells 

as leasing activity remains robust due to continued mobile  

5G deployments. 

 

America Tower Corp. (AMT) stock was pressured by  

the sharp rise in short-term rates in the quarter. Due to their 

higher-than-market current yields and valuations, REIT stocks 

typically underperform during periods of rising rates. Overall, 

we like AMT’s position in domestic and international towers 

as leasing activity remains robust due to continued mobile  

5G deployments.  

 

 

 

 

The outlook is for continued volatility with an ongoing  

shake out of many of the excesses built over years of free 

money. Additionally, the market appears to be shifting  

from an inflationary to a recessionary focus while the Fed 

continues on its tightening track. This environment should 

favor higher-quality issues with more predictable earnings 

(and dividend) streams. The importance of valuations will 

 

2.) In a period when valuations and stock selection mattered 

again, Consumer Discretionary’s -10.18% performance was 

driven by two mega cap, high P/E stocks that account for  

40% of the sector’s Index weighting and are having growth 

issues: Tesla (TSLA, -53.56% return) and Amazon (AMZN,  

-25.66%) Startlingly, the simple average of returns for all 

S&P Consumer Discretionary sector stocks in 4Q was 

12.72%. 

 

 

 

 

The Large Cap Dividend Growth portfolio’s 12.79% net of 

fees quarterly return outperformed its S&P 500 benchmark  

by 523 bps.  

 

Stock selection accounted for over 484 bps of relative 

performance with the Information Technology and Consumer 

Discretionary sectors as major drivers. Info Tech added 257 

bps (portfolio sector return of 11.29% vs. 4.74% for the 

bogey’s sector) and Consumer Discretionary added another 

138 bps (9.55% vs. -10.18%).  

 

The greatest drags to relative performance in the quarter  

were: 1.) An average cash balance of 5.15% cost 57 bps, 2.) 

An overweight to Information Technology cost 45 bps, and 

3.) An underweight to Consumer Staples cost 36 bps.  

 

 

 

 

Raytheon Technologies Corp. (RTX) reported mixed 3Q 

results, as the ongoing recovery in commercial aerospace  

was partially offset by lingering supply constraints in the 

defense business. Despite the challenges impacting the 

defense business, the demand environment remains quite 

strong thanks to a rising U.S. Defense budget and a tense 

geopolitical environment that is driving allied spending. 

 

Broadcom, Inc. (AVGO) reported impressive fiscal 4Q 2022 

results with semiconductor and infrastructure revenue up 26% 

and 4%, respectively. Looking ahead, the company continues 

to forecast a solid demand outlook with strong order visibility 

driven by enterprise spending as well as continued strength 

from cloud, broadband and service providers. AVGO raised 

its dividend by 12% representing the 12th consecutive 

increase since initiating a dividend in fiscal 2011. 

 

  

 

PORTFOLIO POSITIONING 

BOTTOM CONTRIBUTORS 
PORTFOLIO REVIEW                                             

TOP CONTRIBUTORS                                             
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portfolio continued to have the greatest absolute weightings in 

Information Technology (38.83% weight), Health Care 

(15.45%), Industrials (13.44%), Financials (6.87%) and 

Consumer Discretionary (6.34%). The portfolio’s Energy 

position was initiated in February and built during the year to 

end the quarter at 5.80%. 

 

 

 

   

 4Q 2022 2022 5 YEARS 10 YEARS 

Representative Account (Gross) 12.94% -10.05% 11.51% 13.58% 

Representative Account (Net) 12.79 -10.63 10.80 12.86 

S&P 500 Index 7.56 -18.11 9.42 12.56 

 

also be more acute. The Dividend Growth strategy’s focus  

on dividend policy as tangible evidence of management’s 

confidence in future earnings growth and valuation disciplines 

were designed with turbulent environments like these in mind.  

 

Built through bottom-up stock selection, with sector weights  

a reflection of the team’s best risk/return opportunities, the 
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PERFORMANCE 

4Q 2022 TOP CONTRIBUTORS WEIGHT RETURN (NET) IMPACT (NET) 

Raytheon Technologies Corp. 4.76% 23.96% 108 bps 

Broadcom, Inc. 4.12 27.00 107 

Merck & Co. Inc. 3.50 29.70 96 

Honeywell International, Inc. 3.67 28.96 96 

KLA Corp. 4.05 25.10 96 

 

4Q 2022 BOTTOM CONTRIBUTORS WEIGHT RETURN (NET) IMPACT (NET) 

Apple, Inc. 6.13% -5.85% -39 bps 

Crown Castle, Inc. 1.85 -5.12 -11 

American Tower Corp. 2.91 0.13 -1 

Accenture plc 2.00 4.13 8 

S&P Global, Inc. 0.92 10.00 9 

 

 

 

 

TOP AND BOTTOM ABSOLUTE CONTRIBUTORS  

IMPORTANT DISCLOSURES: 

Past performance is not indicative of future results. All investments involve risk, including possible loss of principal. There is no guarantee investment objectives will be 

met. Gross returns are presented before deducting management fees (and custodian fees) and include the reinvestment of all income. Net returns are presented after deducting 

management fees (and custodian fees) and include the reinvestment of all income.  Performance returns are calculated using a time-weighted formula with appropriate 

adjustments for cash flows, and include all dividends and interest, accrued income, and realized and unrealized gains or losses. Indexes are unmanaged and do not incur fees or 

expenses. It is not possible to invest directly in an index. Portfolio sector weights reflect a representative account and are subject to change without notice. Sector returns are 

presented net of management fees. It should not be assumed that an investment in the sectors listed were, or will be, profitable. Portfolio holdings reflect a representative account 

and are subject to change. Other accounts within the strategy may have different holdings. Portfolio holdings should not be considered a recommendation to buy, hold or sell 

securities. Current and future portfolio holdings are subject to risk. Past performance does not guarantee future results. The future performance of any specific investment should 

not be assumed to be profitable or equal to past results. The performance of the holdings discussed above may have been the result of unique market circumstances that are no 

longer relevant. The holdings identified above do not represent all of the securities purchased, sold or recommended. Securities mentioned should not be construed as 

recommendation for purchase or sale. Portfolio transactions should not be considered a recommendation to buy, hold or sell securities.           

 

 

Returns greater than 1 year are annualized. 
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