
FIRST QUARTER 2023 

INVESTMENT COMMENTARY

© 2023 Columbia Management Investment Advisers, LLC. All rights reserved. 

columbiathreadneedleus.com

800.426.3750

Columbia Integrated US Dividend Income Strategy

Market overview

The first quarter of 2023 brought fluctuating interest-rate expectations and a near-miss banking crisis, with the failures of Signature and 

Silicon Valley Banks in the U.S. and Credit Suisse in Europe. Concurrently, the U.S. Federal Reserve continued its tightening cycle, 

raising the federal funds rate by 25 basis points at the March 22 Federal Open Market Committee (FOMC) meeting.

In terms of expectations, the federal funds terminal rate initially increased from 4.90% in early February to 5.58% on March 8, only to 

retract to 4.75% following the bank failures a few days later. Despite persistent hawkish communications from Chair Powell and other 

Federal Reserve members, the terminal rate concluded the quarter at 4.92%, slightly below its starting point.. Substantial volatility, 

especially in the bond market, endured in the aftermath of the bank failures in early March. Two-year Treasury yields underwent more 

than 100 basis points of fluctuation within the quarter (and within the month of March). A basis point is 1/100 of a percent.

Regarding the equity market, the quarter generated positive results with higher risk and longer duration stocks performing best. Some of 

the battered mega-cap stocks started January with momentum, due to hopes that the Fed would soon pause interest rate hikes. This

trajectory was reversed during March in the wake of the banking sector stress. Analyzing the factors involved, growth and beta took 

precedence, while valuation and momentum trailed. Beyond these factors, performance within large-cap stocks was driven by just a

handful of stocks, with 90% of the positive moves in the S&P 500 Index attributed to just seven companies: Apple, Microsoft, Nvidia, 

Tesla, Meta, Amazon and Alphabet.

Quarterly portfolio recap

Four of the eleven global industry classification standard sectors in the S&P 500 Index posted negative returns for the quarter, including 

two that historically carry attractive valuations and dividend profiles — the energy and financial sectors. Across the broad large-cap 

universe, the alpha model of the strategy was negative, with the high-beta, higher risk securities with generally poor investor interest 

scores outperforming. 

Sector allocation and security selection both detracted from relative performance during the quarter. Relative to the S&P 500 Index, the

strategy’s underweight positions in consumer staples and health care added to performance, while an overweight position in energy and

an underweight position in consumer discretionary detracted from performance. Stock selection was strongest in energy and real estate,

while stock selection detracted most in financials and information technology. Top individual contributors for the quarter included

Marathon Petroleum and Broadcom, while top detractors included Citizens Financial and Fidelity National Information Services.
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Outlook

Elevated interest rates continue to draw a distinct line between stable growth companies and those classified as growth at any price or 

those more reliant on low interest rates to drive high multiples. Firms with resilient business models possess a higher probability of 

success in an era characterized by increased nominal interest rates. As earnings estimates continue to decline, value and quality biases 

are likely to deliver outperformance.

As for potential risks, negotiations surrounding the debt ceiling could conceivably precipitate the next crisis and reach a critical juncture 

around July, when the government may face difficulty meeting its financial obligations. Presently, there are no indications of a

compromise between the White House and the U.S. House of Representatives on this matter.

We maintain the conviction that stocks with strong fundamentals, such as quality and stable growth at a reasonable valuation, will likely 

continue to perform above expectations, given a positive nominal interest rate climate accompanied by what is likely to be slower 

economic expansion ahead.
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Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or guaranteed by any financial 

institution, and involve investment risks including possible loss of principal and fluctuation in value. 

Market risk may affect a single issuer, sector of the economy, industry or the market as a whole. Dividend payments are not guaranteed and the amount, if any, can vary over time. 

Generally, large-cap companies are more mature and have limited growth potential compared to smaller companies. In addition, large companies may not be able to adapt as easily to 

changing market conditions, potentially resulting in lower overall performance compared to the broader securities markets during different market cycle. Growth securities, at times, may 

not perform as well as value securities or the stock market in general and may be out of favor with investors. Value securities may be unprofitable if the market fails to recognize their 

intrinsic worth or the portfolio manager misgauged that worth. 

Holdings and characteristics are based on the model portfolio and are subject to change at any time. Individual account performance, holdings, and characteristics may differ from 

information shown. References to specific securities are included as an illustration of the investment management strategy and are not recommendations. Holdings may represent only a 

small percentage of the portfolio. It should not be assumed that any particular security was or will prove to be profitable or that decisions in the future will be profitable or provide similar 

results to the securities discussed.   

The views expressed are as of the date given, may change as market or other conditions change and may differ from views expressed by other Columbia Management Investment 

Advisers, LLC (CMIA) associates or affiliates. Actual investments or investment decisions made by CMIA and its affiliates, whether for its own account or on behalf of clients, may not 

necessarily reflect the views expressed. This information is not intended to provide investment advice and does not take into consideration individual investor circumstances. Investment 

decisions should always be made based on an investor's specific financial needs, objectives, goals, time horizon and risk tolerance. Asset classes described may not be appropriate for all 

investors. Past performance does not guarantee future results, and no forecast should be considered a guarantee either. Since economic and market conditions change frequently, there 

can be no assurance that the trends described here will continue or that any forecasts are accurate. 

Advisory services provided by Columbia Management Capital Advisers, an operating division of Columbia Management Investment Advisers, LLC (“CMIA”) that offers investment

management and related services to clients participating in various types of wrap programs.

Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and Threadneedle group of companies.

The S&P Dow Jones Index is a product of S&P Dow Jones Indices LLC (“S&P DJI”) and/or its affiliates and has been licensed for use by CMIA, LLC or its Affiliates. Copyright © 2022 by 

S&P Dow Jones Indices LLC, a subsidiary of McGraw Hill Financial, Inc. All rights reserved. Redistribution or reproduction in whole or in part are prohibited without written permission of 

S&P Dow Jones Indices LLC. S&P Dow Jones Indices LLC, its affiliates, and their third party licensors shall have any liability for any errors, omissions, or interruptions of any index or the 

data included therein. Any blended benchmarks included in this report that include one or more S&P DJI indices [and other third party index or indices] have been calculated by CMIA, 

LLC or its affiliates.

The Standard & Poor's 500 Index (S&P 500 Index) is an unmanaged list of common stocks which includes 500 large companies.

Indices shown are unmanaged and do not reflect the impact of fees. It is not possible to invest directly in an index. 

This material is provided to program sponsors and third-party intermediaries. To the extent any such recipient chooses to further disseminate this material to program participants, CMIA 

and its affiliates assume no responsibility for compliance with any laws and rules associated with such further dissemination. Furthermore, receipt of this material by a program participant 

does not establish a relationship between any such program participant and CMIA or any of its affiliates. 

These managed account programs are only available through investment professionals. Not all strategies may be available on all platforms, and fees and terms may vary. Managed 

account programs may not be appropriate for all investors. 

3


