
 
The House View: TFG's Monthly Investment Update (Q4 2021) 
The markets continue to shock and awe. Aside from the entertainment value of cryptos and other asset classes 
bouncing around, there sure is plenty to keep an eye on. With that in mind, see below three themes we are 
watching closely for Q4 2021, as well as our current asset allocation tilts.  

  
I. US Growth vs. Value Update  
As discussed in previous editions of the House View, the Growth vs. Value debate within US equities has 
continued into the second half of the year as Treasury rates continue to fluctuate and growth companies 
continue to mostly produce strong earnings results. Although they are mostly neck and neck for the year to 
date, value equities dominated their Growth counterparts for the first six months of the year, but Growth 
surged back and is now significantly outperforming Value on a year to date basis:  
 

Growth vs. Value Performance Comparison  
 

• 1/1/2021-6/1/2021: 
o US Growth: +7.9% 
o US Value: +18.7% 

• 6/1/2021-10/27/2021:  
o US Growth: +15.2% 
o US Value: +1.3% 

• Year to date (1/1/2021-10/27/2021): 
o US Growth: +24.3% 
o US Value: +20.2% 

 

*Performance data is from Morningstar.com and as of 10/28/2021* 
 

The resurgence of Growth over the past ~5 months can be credited to robust investor sentiment, exquisite 
earnings, and Treasury rates that have remained suppressed by the Federal Reserve, (although recently 
rising).  
 
Moving forward, we believe that interest rates will eventually begin to move up as the economy 
continues its recovery, but not to the degree that will create significant downside pressure on Growth 
companies. With that said, we are maintaining a balance between Growth and Value as the Growth 
sector still contains excellent companies with bulletproof balance sheets and long-term competitive 
advantages in their respective industries.  

 
Implementation: 
We have maintained a balance between Growth and Value within our in-house investment models, 
both in domestic equities and international equities. We will be reviewing a potential tilt towards 
growth dependent on market conditions in the upcoming months.  

 
 

II. Volatility in Small & Mid Caps in Q3 
In addition to the Growth vs. Value debate, there has been additional discourse surrounding the 
relationship of US companies as they move up and down the market cap ladder. Mid & Small Cap 
companies experienced a solid start to 2021, as a strong economic rebound led investors to flood into the 
asset classes. 

 
However, economic growing pains, headlined by Supply Chain challenges, have led to significant volatility in 
Small & Mid Cap companies since the start of Q3. Since July 1, 2021, Small & Mid Cap indexes have 
sputtered as Large Caps have continued to appreciate. Larger companies have survived the economic 



hiccups by leaning on strong earnings and more robust balance sheets. At TFG, we trimmed a portion of our 
Small & Mid exposure in August in favor of US & International Large Cap, which has been beneficial.  

 
Implementation:  
Moving forward, we anticipate that there will be more challenges as the economy comes back up 
to speed, which may lead to continued volatility within Small & Mid Caps (which are naturally more 
volatile to begin with). We have tilted towards Large Caps which we believe will have more stability 
during economic growing pains. We are also maintaining small allocations to both Small & Mid Cap. 

  
 
III. Update on Inflation: What Does Transitory Mean? 
One of the most notable topics of discussion in the finance world is surrounding inflation. On one side of 
the debate, many economists and financial institutions project that the spikes in inflation seen over the 
past 12 months are merely “transitory,” meaning that inflation is temporarily rising due to the US economy 
rebounding following the pandemic. On the other side of the debate, a seemingly equal number of voices 
believe that the extreme actions taken by the Federal Reserve and Congress will lead to a long-term 
increase in inflation.  
 
There is no disputing that the inflation numbers recently released are quite shocking, and the sharp 
increases in commodity prices (such as gasoline, food and copper) this year have also affected the 
purchasing power of consumers. For example, consumer prices rose +5.4% in September 2021, which was 
above the estimated +5.1%. However, it is also important to remember that year-over-year numbers will be 
artificially high due to subdued inflation during the pandemic.  

 
Implementation: 
We believe that the drastic actions taken by the Federal Reserve and the Federal government will 
lead to higher inflation over time, even if the inflation is not as severe as some voices in the 
financial industry are describing. We have shifted away from US Treasuries and other 
government-backed fixed income and into credit and multisector fixed income. Credit and 
multisector fixed income typically have shorter durations which is less sensitive to interest rate 
increases. While we are underweight fixed income in general, these are the areas where we have 
been hunting for opportunities.  

 
 
Pulling It Together: Asset Allocation Recommendations  

  

• Overall: Overweight stocks relative to bonds when risk tolerance allows 

• Equities 
o Balanced Growth and Value (reviewing potential tilt to Growth)  
o Overweight International (Developed Europe) and Underweight Emerging Markets (short-term) 
o Titled towards US Large over Mid and Small Cap 
o Balanced US and Global overall 

• Fixed Income 
o Overweight Multisector and Convertible bonds, reviewing Emerging Markets Bonds 
o Underweight "Core" bonds, including Treasuries 
o Tilted towards High Yield over Investment Grade 

 
We will continue to frequently review portfolios to ensure that they reflect our best and most current ideas. As 
always, if you have any questions or would like to discuss the above topics further, please do not hesitate to 
contact us. 
 
 



 
 
Securities offered through Cetera Advisor Networks LLC, Member FINRA/SIPC. Investment advisory services offered through CWM, LLC, an SEC Registered 
Investment Advisor. Cetera Advisor Networks LLC is under separate ownership from any other named entity.  
 

MSCI Emerging Markets - Designed to measure equity market performance in global emerging markets. It is a float-adjusted market capitalization index. 
 
S&P 500 – A capitalization-weighted index of 500 stocks designed to measure performance of theÛroad domestic economy through changes in the aggregate 
market value of 500 stocks representingÚll major industries. 
 
Investors cannot invest directly in indexes. The performance of any index is not indicative of the performance of any investment and does not take into 
account the effects of inflation and the fees and expenses associated with investing. 
 
The views stated in this letter are not necessarily the opinion of Cetera Advisor Networks LLC and should not be construed directly or indirectly as an offer to 
buy or sell any securities mentioned herein.  Due to volatility within the markets mentioned, opinions are subject to change without notice. Information is 
based on sources believed to be reliable; however, their accuracy or completeness cannot be guaranteed.  Past performance does not guarantee future results 
 
Additional risks are associated with international investing, such as currency fluctuations, political and economic stability, and differences in accounting 
standards. 
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