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DON’T LOSE
SIGHT OF
A GROWING
ECONOMY
The U.S. economy is expected to grow above trend in 2022,
but it may not always feel that way. Find out why — and what
we think you shouldn’t lose sight of.

We’re not recovering from a typical recession.
The intentional shutdown of the economy and the global
synchronous fiscal and monetary support have created
distortions across the economy, from shifts in consumption
patterns to the labor force. This has put policymakers and
central bankers in uncharted waters, as it’s unusual to
have higher-than-expected inflation alongside a labor
market that’s still recovering.

ANWITI BAHUGUNA, PH.D.

Inflation data will get worse before it gets better.

Head of Multi-Asset Strategy,
Senior Portfolio Manager

Inflation is proving to be both more persistent and higher
than the Federal Reserve (and the markets) initially
anticipated. Rising costs are affecting a wider set of goods
and services, and the supply distortions driving this are not
likely to end quickly. While the Fed wants to see some level
of inflation, timing the use of its tools to control higher
prices requires new surgical precision. If the various forces
keeping inflation high ease, then the Fed can implement
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The U.S. economy will
continue to grow in 2022,
but COVID, inflation and
the labor market may
compete for headlines.

rate hikes in a measured fashion. This is the “Goldilocks
scenario.” The differing expectations on when rate hikes
may occur set the stage for higher volatility in the markets
— so flexibility in portfolios will be critical. It’s also important
to remember that lower inflation (when it happens) will not
mean lower prices for many goods (although used car prices
may fall). The price gains that we’ve seen for many products
will continue to be a reality and may create an even greater
need for retirement income.

stated that both its inflation and employment goals must be
met for it to hike rates, it will be important to listen to the
language on labor (rather than a magic data point). If we see
continued inflationary pressure and improvement in the labor
market, we may see a much swifter pace of action — even if
the central bank expects inflation to eventually moderate.

If you want to understand the Fed’s plan for interest
rates, pay attention to the labor market.

Amid the concern around inflation, lower fiscal spending, the
supply chain and higher energy prices, it can be easy to lose
sight of the fact that the U.S. will continue to grow in 2022
and that growth will likely be above the long-term trend.
The U.S. is still a consumer-led economy, and we expect
consumer demand to stay strong as we enter the new year.
The strong labor market and healthy consumer balance
sheets will be helpful, so keep an eye on these measures.
Historically, above trend growth has been a good
environment for risk assets such as equities.

The central bank famously has a dual mandate: stable prices
and maximum employment. While the Fed’s inflation target
for a rate hike has already been met, the usually reliable
labor market dynamics are much harder to discern. Sectorspecific labor shortages are creating distortions in wage
gains. Meanwhile, the Fed’s new maximum employment
mandate isn’t well understood. We know that the central
bank is looking beyond the headline unemployment rate at
measures such as labor force participation, but it’s unclear
how maximum employment is measured. Given the Fed has

A slowing growth environment is still a growth
environment.

Continued on next page
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GROWING ECONOMY continued

2022 GROSS DOMESTIC PRODUCT (GDP) GROWTH IS EXPECTED
TO BE STRONG IN THE FIRST HALF OF THE YEAR AND ABOVE
ITS 20-YEAR TREND
5

4

In 2021, we knew the Fed would stay accommodative.
We don’t have that certainty in 2022.
For the markets, the flood of supportive programs introduced
during the pandemic had the beneficial effect of lifting nearly
all assets. As that support is withdrawn, there will be clear
winners and losers. The shift from risk on to risk off can
happen dramatically, and investors will need to stay nimble
in their portfolios. This makes the case for employing active
managers and possibly a model portfolio that can make
quick tactical shifts accordingly.

INFRASTRUCTURE INVESTMENT AND
JOBS ACT SPENDING PROVISIONS

$110 billion on roads and bridges

3
Percent

$66 billion on upgrading passenger
and freight railways
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As of January 2022. Source: Columbia Threadneedle Investments. Because of the
pandemic-related extreme distortions in data in the first half of 2020 (–10.1% GDP
growth), data for that period has been excluded from the 20-year average.

War in Ukraine

$39 billion for modernizing mass transit

The war in Ukraine is likely to impact global growth and
inflation. In the U.S., rising oil prices and food prices are
fuel for inflation, which is already uncomfortably high for
the Fed. A persistent increase in oil prices will bring down
growth estimates for 2022 as consumer spending is
negatively impacted, particularly for lower income
segments of the population. In addition to inflation,
a fall in consumer sentiment and tightening financial
conditions will impact growth. We expect a modest
downgrade to growth expectations from what has already
occurred, but any further escalation in the conflict could
have a more meaningful impact on growth.

$25 billion for airports and $17 billion
for ports

Access our investment insights related
to the Russian invasion of Ukraine
Be sure to access the global perspectives of our investment professionals on the situation
between Russia and Ukraine by visiting our Latest Insights blog at:
columbiathreadneedleus.com/blog.

Latest insights include the following articles:
n

Investors confront volatility as Russia invades Ukraine

n

Outlook: Volatility, oil and interest rates
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INFRASTRUCTURE
and the outlook
for municipal bonds
in 2022

$73 billion for the electric grid and
renewable energy
$65 billion to expand broadband access
$55 billion for water and wastewater,
including $15 billion for lead water
pipe replacement
$50 billion on infrastructure resilience
$5 billion for electric school buses
Source: whitehouse.gov

The Infrastructure Investment and Jobs Act is one of several
positive drivers for municipal bonds.

After months of debate, Congress passed the $1.2 trillion Infrastructure
Investment and Jobs Act (IIJA), which was signed by President Biden
on November 15, 2021. The act aims to increase American
competitiveness by modernizing the country’s infrastructure.
For municipal investors, the Biden program is another positive driver
for muni bonds this year.
Continued on next page

INVESTOR NEWSLETTER | 5

INFRASTRUCTURE continued

New supply, but not too much

CATHERINE STIENSTRA
Head of Municipal Bond Investments,
Senior Portfolio Manager

The most significant impact of the IIJA for municipal bond
investors is likely to be incremental supply of muni bonds.
All else equal, increased supply can put upward pressure on
yields. However, in this case, provisions of the bill (and clear
omissions) may serve to limit a glut of new bonds. Initial
proposals to include a program like Build America Bonds, for
example, failed to make the final bill. Additionally, better-thanexpected state and local tax collections throughout the
pandemic and recovery have resulted in budget surpluses for
many state and local issuers, which can use surplus funds
to finance their contributions to infrastructure projects.

Timing the impacts

DOUGLAS RANGEL, CFA
Vice President,
Fixed-Income Client Portfolio Management

Spending under the IIJA plan will occur over at least 10 years
to allow for necessary planning of these long-term projects.
With federal spending spread out over many years, related
municipal debt would arrive in the market gradually, which
will also help to alleviate a supply deluge. Implementation
efforts will be funded through grants from federal agencies
such as the Department of Transportation and the
Department of Energy. Roughly $300 billion of IIJA spending
will be executed through formula grants, including increased
funding for the Highway Trust Fund (HTF), and some 2022
highway funding has already been distributed to state
agencies. California and Texas receive the most funding
from the HTF.

upgraded infrastructure. Historically, job growth and
increased economic activity have led to higher tax revenue
collection for state and local governments.
Volatility has buffeted fixed income to begin 2022, and
municipal bonds have not been immune from its effects.
However, volatility can create opportunities for investors,
especially if the economy continues to grow and underlying
fundamentals for municipal bonds remain solid. Income
drives total returns over long time horizons, and despite
near-term price fluctuations, maintaining a disciplined focus
on income should serve investors well. Actively seeking to
generate higher income and alpha from security selection
requires robust research to examine the breadth of the muni
universe, including issues that are outside of benchmarks
to find bonds that may outperform.

HENRY HENDERSON
Municipal Research Analyst
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Because with the
right plan, dreams
can happen.

Bottom line
Record inflows in 2021 were, in part, motivated by the
threat of higher taxes, which has not come to pass … yet.
Whether tax rates move higher or not, we believe the
income generated from municipal bonds remains attractive
and is one of few avenues for sheltering income from
taxation. We remain constructive on the prospects for
municipals given healthy fundamentals and manageable
new supply levels. That said, expect volatility to persist in
the near term and use the opportunities it creates to employ
active approaches to find risk-adjusted income opportunities.

Saving for college may seem like an
impossible dream. But it doesn’t have to be.
Future Scholar 529 Savings Plan.
Make college dreams happen.

LEARN MORE

about college savings options.

One of many positive drivers for the muni market
One quarter into 2022, the municipal market finds itself on
solid fundamental footing. The combination of strong tax
revenue and unprecedented federal stimulus has largely
eliminated credit concerns from 2020, and robust equity
market returns have improved pension funding ratios for
most issuers (meaning that the municipalities have enough
money to both fund pensions and pursue infrastructure
projects). The IIJA is poised to add to these positive drivers
by providing a boost to economic growth. Many economists
have noted that construction spending from the bill should
increase GDP growth by around 0.2% in the first few years,
with benefits extending beyond that due to efficiencies from

Start early.
Stay focused.
Stick to your
game plan.

Financial advisors

Investors

Source: whitehouse.gov
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WIN
WITH DIVERSITY

Kathy is among the 61 million Americans*
living with a disability and has dedicated
her life to advocating for disability rights.

Approximately one in four adults (or 61 million people) in the United States
live with a disability.* With more highly skilled people with disabilities in the
workforce, the cost of providing accommodations is lower — on average $500,
although most accommodations cost absolutely nothing.
More than 60% of disabilities are not visible or evident, 26% are sometimes
visible and only 13% are obvious.** It’s highly likely you’re already employing
people with disabilities, which makes it critical to develop an environment of trust.
This way, employees can self-identify and bring their whole selves to work.
It's really important that disabled people have the benefit of expert advice on
planning their finances just like anyone else. They may have fundamental
questions that need answering, such as, "How do my investments affect my
disability benefits?" Likewise, they may want to know if they are making the most
of investment vehicles created for people with disabilities, such as ABLE
(Achieving a Better Life Experience) accounts that allow people with disabilities to
save up to $100,000 and keep their government benefits and work benefits such
as supplemental life insurance.

For additional information, financial advisors are encouraged to visit our Financial
Advisor's Guide to Disability Inclusion at columbiathreadneedleus.com/insights/
business-building/disabilityinclusion.
Kathy Martinez, President & CEO at Disability Rights Advocates,
summarizes the benefits of hiring employees with disabilities, building
a more inclusive environment and the importance of financial planning.

Adding diversity in the workplace means bringing in new perspectives.
People living with a disability often have to uncover new ways to solve problems
and be strategic, bringing a fresh approach to your practice.
8 | INVESTOR NEWSLETTER

* Source: Center for Disease Control, 2018.
**		Source: Laura Sherbin, Julia Taylor Kennedy, et al., “Disabilities and Inclusion US Findings,” Center for Talent Innovation, 2017.
		The views expressed are those of Kathy Martinez and may differ from those of Columbia Threadneedle Investments.
Kathy Martinez and Disability Rights Advocates is not afﬁliated with Columbia Threadneedle Investments.
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5 Columbia funds earn
Lipper Fund Awards
“Our investment professionals strive to deliver strong, long-term performance through
pragmatic decision-making, global collaboration and a research-intense active
management approach. We are honored to receive multiple recognitions, as it
demonstrates our portfolio managers’ consistency, depth of expertise and passion
for improving investor outcomes.”
— William Davies, Global Chief Investment Officer

U.S. Lipper Fund Awards
for the period ending 11/30/21

Columbia Acorn European Fund
Best in 10-year performance
Institutional Class shares
European Region Funds category
(16 funds)

Columbia Global Technology
Growth Fund
Best in 10-year performance
Institutional Class shares
Science and Technology Funds category
(34 funds)

Columbia Mortgage
Opportunities Fund

Columbia Select Mid Cap
Value Fund

Best in 3- and 5-year performance
3-year, Institutional 3 Class shares
5-year, Institutional 2 Class shares
Absolute Return Bond Funds category
(21 funds)

Best in 5-year performance
Institutional 3 Class shares
Mid-Cap Value Funds category
(43 funds)

Columbia Quality Income Fund
Best in 5-year performance
Institutional 3 Class shares
U.S. Mortgage Funds category
(33 funds)

Past performance is not a guarantee of future results.
The Lipper Fund Awards are based on the Lipper Leader for Consistent Return rating, which is a risk-adjusted performance measure calculated over 36, 60 and 120 months. The highest
Lipper Leader® for Consistent Return (Effective Return) value within each eligible classification determines the fund classification winner over three, five or 10 years. For a detailed
explanation, please review the Lipper Leaders methodology document.
The Lipper Fund Awards are sponsored by Refinitiv, formerly the Financial and Risk business of Thomson Reuters, and celebrate exceptional performance throughout the professional
investment community. The Lipper Fund Awards recognize the world's top funds, fund management firms, sell-side firms, research analysts and investor relations teams.
For more information, please contact enquiries.awards@refinitiv.com or visit https://www.lipperfundawards.com/.
Institutional, Institutional 2 and Institutional 3 Class shares are sold at net asset value and have limited eligibility. Columbia Management Investment Distributors, Inc. offers multiple
share classes, not all necessarily available through all firms, and the share class ratings may vary. Contact us for details.
Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and Threadneedle group of companies.
Columbia funds and Columbia Acorn funds are distributed by Columbia Management Investment Distributors, Inc., member FINRA. Columbia funds are managed by Columbia
Management Investment Advisers, LLC (CMIA), and Columbia Acorn funds are managed by Columbia Wanger Asset Management, LLC, a subsidiary of CMIA.
From Lipper Fund Awards from Refinitiv, ©2022 Refinitiv. All rights reserved. Used under license.
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Millions of people around the world rely on Columbia Threadneedle Investments to manage
their money, including individual investors, financial advisors and institutional investors.
Together, they entrust us with $754 billion.*
Our reach is expansive. We have built a global team of 2,500 people, including more than
450 investment professionals sharing global perspectives across all major asset classes
and markets. Our analysts are dedicated to finding original, actionable insights that are shared
and debated with portfolio managers. Our independent oversight team works with portfolio teams
to ensure a consistent approach and avoidance of unintended risks.
Your success is our priority.

To find out more, call 800.426.3750
or visit columbiathreadneedle.com

		Market risk may affect a single issuer, sector of the economy, industry or the market as a whole. Value securities may be unprofitable if the market fails to recognize their intrinsic worth
or the portfolio manager misgauged that worth. Investments in a limited number of companies subject the fund to greater risk of loss. The fund may invest significantly in issuers within a
particular sector, which may be negatively affected by market, economic or other conditions, making the fund more vulnerable to unfavorable developments in the sector. There are risks
associated with fixed-income investments, including credit risk, interest rate risk, and prepayment and extension risk. In general, bond prices rise when interest rates fall and vice versa.
This effect is usually more pronounced for longer term securities. Foreign investments subject the fund to risks, including political, economic, market, social and others within a particular
country, as well as to currency instabilities and less stringent financial and accounting standards generally applicable to U.S. issuers. Income from tax-exempt municipal bonds or municipal
bond funds may be subject to state and local taxes, and a portion of income may be subject to the federal and/or state alternative minimum tax for certain investors. Federal and state
income tax rules will apply to any capital gains. The products of technology companies may be subject to severe competition and rapid obsolescence, and their stocks may be subject to
greater price fluctuation.
		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.
*	Source: Columbia Threadneedle and BMO GAM (EMEA) as of December 31, 2021.
		Source of all data unless specified otherwise: Columbia Threadneedle and BMO GAM (EMEA) as of December 31, 2021.
		Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and Threadneedle group of companies.
		© 2022 Columbia Management Investment Advisers, LLC. All rights reserved.
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