
Shifting 
Tides
Tips to Protect Your Portfolio 
in a Rising Environment



Began November 2021

Based on OECD forecast

What are the risks that could a�ect an 
investor's portfolio in 2022?

7.0%

4.8%*

In�ation:
Could reduce real return of investments, which 
is the earnings an investor makes after accounting 
for in�ation and taxes. 

Federal Reserve Bond Tapering:
Could negatively a�ect stock market.

Interest Rates:
Could negatively a�ect return on capital.

Half of Fed policymakers anticipate rates 
to increase in 2022.

Current target range: 

0-0.25%

2022 (Projected)

2021

Purchases/Month
(Treasurys and Mortgage-Backed Securities)

$120B

$105B

06/20-10/21

11/21-07/22

To help investors manage risk in their portfolios, we take a closer look at the 
following four strategies—and the data behind why they work.

*OECD in�ation projections are measured according to the consumer price index (CPI) 
 based on analysis of the U.S. economic climate
 CPI for the 12 months ending December 2021 based on Bureau of Labor Statistics data  
Source: OECD (Nov 2021), Bureau of Labor Statistics (Jan 2022), CNBC (Nov 2021), 
Bloomberg (Sep 2021)
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2-factor regression of monthly returns over the last �ve years.
Source: Federal Reserve Board, Goldman Sachs Global Investment Research (Feb 2021)

Prepare for In�ation
In an in�ationary environment, one strategy is to 
identify companies that can both pass on rising 
costs and bene�t when prices are rising. 

Why It Works

Often, these companies possess:

Here are the industries that may stand to bene�t the most and those potentially most at risk.

Banking, energy, and automotives generally 
outperform when the market expects in�ation 
to rise. 

Sensitivity of Industry Groups to In�ation

Strong marginsMonopoly pricing powerStrong brands

Real rates standardized coe�cient
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Banks

Financials

Autos & Components
Energy

Cons
DurablesMedia & Entertainment

Outperforms when 
breakeven in�ation rises

Tech Hardware
Retailing Cons

Services

Capital Goods

Transportation

InsuranceMaterials

Semiconductors

Health Care
Telecom 
Services

Food Bev 
& Tobacco

Software &
ServicesComm & Prof 

Services

Food & Staples Retail
Pharma & Biotech

Outperforms when 
real rates rise

Standardized coe�cients allow researchers to compare the relative magnitude of the 
e�ects of di�erent explanatory variables in the path model by adjusting the standard 
deviations such that all the variables, despite di�erent units of measurement, have 
equal standard deviations.
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Separately, �ndings show that companies who focus 
on long-term growth and economic pro�t also typically 
created more value and job creation.

2 Look for Solid Fundamentals
In�ationary environments a�ect real returns. To combat this, 
look for strong fundamentals that drive stronger performance.

Recent data shows that high pro�t growth and high revenue 
growth are key ingredients for driving returns to shareholders.

Why It Works

Total Returns to Shareholders

Economic pro�t has been scaled relative to starting size. Figures have been rounded up. Based on top 
2,258 U.S. companies by market capitalization in 2019 (excluding �nancial sectors). The research 
comprises data for 2005-19. It excludes companies with negative average economic pro�t in 2005-09.
Source: Corporate Performance Analytics by McKinsey, S&P Global (Oct 2021)

Across a study of 2,258 �rms over 15 years, companies that performed the strongest 
on these two variables generated 2X the returns of average �rms.

Lowest Revenue Growth 
& 

Economic Pro�t Growth 
Quintile

Mid-Tier Revenue Growth 
& Economic Pro�t Growth 

Quintile

Highest Revenue Growth 
& Economic Pro�t Growth 

Quintile

-1.0%19.0% 8.5%

That’s why stock selection is critical. 
Investors can access these types of stocks through 
a range of actively managed strategies:

Mutual 
funds

Multi-asset 
funds

ETFs



3 The Data Behind 
Long-Term Investing

Based on 148 years of S&P 500 Index return data, the odds of losing money 
in U.S. large-cap stocks can signi�cantly decrease over the long run.

Why It Works
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39.3%

30%

20%

10%

0%
1 month 1 quarter 1 year 3 year 5 year 10 year 20 year

40%
37.1%

30.9%

22.1%
19.5%

11.5%

How Risk Declines Over Time

Source: Robert Shiller, Schroders. Analysis based on rolling 
periods for S&P 500 Index January 1871- March 2020.

Investment horizon

0.1%

Over a one month period, there is a 39% chance 
of losing money—but this plummets to 0.1% over 
a 20 year period.
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According to a survey of investment advisors
Source: SmartAsset (May 2021)

Being aware of common mistakes can help prevent investors from missing out on 
signi�cant return opportunities or can help reduce exposure to greater risk.

Since in�ation can be unpredictable, investors can take note of some practices 
they can control, as shown in the three strategies above.

Why It Works

By the same token, here are the top four to avoid:

Not only was market timing the most common mistake,
it is considered the most detrimental.

Beware of These Investment Mistakes

Avoid Common
Investing Mistakes

Investment 
Mistakes

Attempting to 
time the market

Lacking portfolio 
diversi�cation

Not addressing 
tax implications

Forgetting to 
rebalance portfolio

Most Common Mistake Considered the Worst Mistake

26.0% 16.7%

15.1% 9.6%

7.5% 4.5%

42.5% 51.9%

In fact, timing the market led to 71% 
more volatility compared to buy and 
hold strategies over a 30 year period.

71.0%

Source: Sauder School
of Business (2021)

There is no guarantee that these strategies will be e�ective.

volatilit
y 



Mastering the

End Game
Backed by a broad set of data, these investing 
tips can help investors focus on the big picture 
during a rising environment:

Long-Term
Investing

Avoiding Common
Investing Mistakes

Prepare for
In�ation

Solid
Fundamentals

Regardless of the market, 
these strategies can help 
build investment con�dence 
and help to better manage 
portfolio risk.
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More than investing.
Invested.
newyorklifeinvestments.com

Active management refers to a portfolio management strategy where the manager makes specific investments with an aim to outperform an index. Active 
management typically charges higher fees.

The S&P 500 Index is a stock market index tracking the performance of 500 large companies listed on stock exchanges in the United States. 

The information presented is strictly for illustrative and information purposes, and is not a recommendation, offer, or solicitation to buy or sell any securities or to 
adopt any investment strategy.

“New York Life Investments” is both a service mark, and the common trade name, of certain investment advisors affiliated with New York Life Insurance Company. 
New York Life Insurance Company and its affiliates does not provide legal, accounting, or tax advice. You should obtain advice specific to your circumstances from 
your own legal, accounting, and tax advisors.

This material contains general information only and does not take into account an individual's financial circumstances. This information should not be relied upon 
as a primary basis for an investment decision. Rather, an assessment should be made as to whether the information is appropriate in individual circumstances and 
consideration should be given to talking to a financial professional before making an investment decision.
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