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For the first time since the beginning of the COVID 19 pandemic, the S&P 500 stock index posted a negative quarter of return. A single 
quarter of decline is remarkable given what the economy has endured the last two years. The investment markets, both fixed income and 

equity, succumbed to pressures which originated from a multitude of sources. Many of these pressures had been mounting for some time 
or were a result of the lingering effects of the pandemic. Inflation, stretched asset valuations, supply chain challenges, and travel restrictions 
had all been expected to impact the upward trajectory of the investment markets as the calendar turned to 2022. The aggression of Russia 
towards Ukraine, whose military intentions were signaled late in 2021, only added to uncertainty of how the year would unfold. This conflu-
ence of negative factors resulted in the difficult start to the year. 

The stocks most negatively impacted by the market selloff were growth-oriented names. The S&P Growth Index fell 8.6% in the first quarter 
but had declined as much as 18.4% through mid-March. That growth stock index was substantially outperformed by its value-oriented stock 
counterpart, which nearly broke even for the quarter, falling only 0.3%. The value index was buoyed by the energy and utility sectors which 
both had positive quarters of return. Dramatic intraday market volatility and indiscriminate selling punished many growth companies to price 
levels far beyond what their fundamentals would imply. 

The challenging return environment was not limited to stock investors. The U.S. Bond market suffered its worst quarter in four decades. 
The Bloomberg U.S. Aggregate Bond Index, which includes U.S. Treasuries, corporate issuances, and mortgage-backed securities, lost 5.9% 
in the first quarter of 2022. The price of a bond moves in the opposite direction of interest rates. As the Federal Open Market Committee 
(FOMC) signaled their intent to raise interest rates through the first half of the year, yields on bonds moved sharply upward in response. The 
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yield on a 2-Year U.S. Treasury Bond has risen over 2.0% in the last six months, ending the quarter at 2.3%, a level not experienced since the 
Spring of 2019. This is a signal that bond market investors have already adjusted to the FOMC’s planned increases. The FOMC indeed raised 
interest rates by .25% in March, a first step in reversing the emergency measures taken in March of 2020 intended to combat the economic 
disruption during the early stages of the pandemic. A silver lining to higher interest rates is that bond investors will enjoy an increase in the 
income generated from portfolios. As an example, a $100,000 principal investment in a 2-year bond will now generate $2,300 annually in 
income, compared to $300 from a similar investment six months ago.

There is legitimate concern to why rates have moved as sharply as they have and whether this is just the beginning. While the FOMC seeks 
to influence bond yields on longer term maturities by adjusting the Federal Funds rate, in an attempt to provide a governor or catalyst to 
economic growth, bond investors ultimately establish market yield levels. Those investors are now reacting to heightened levels of inflation. 
The primary measure of inflation, the Consumer Price Index (CPI), at 7.9%, a level not experienced since 1981, is alarmingly high. We elab-
orated on inflation concerns in our January 2022 Quarterly Commentary articled titled “Topic Spotlight: The Federal Reserve & Inflation”. In 
it, we opined that many factors impacting manufacturing supply chains and by association product pricing would begin to ease. The invasion 
of Ukraine by the Russian military instead exacerbated the challenges on global supply chains with the most significant impact being the rise 
in price of many commodities, notably oil and gas. 

Elevated pricing is most visible to consumers at the gas pump, with the average price of a gallon of gasoline nationwide now at $4.33 
(Californians know it can be much higher than that). However, many commodity prices, used as inputs across economic industries have nearly 
all experienced startling rises. The Bloomberg Commodity Index, a broad index that includes energy, metals, grains, and livestock, jumped 
over 25% in the first quarter of 2022 alone. If prices continue to rise, consumers’ ability and willingness to spend will eventually adjust, chal-
lenging the positive economic growth trajectory enjoyed as the U.S. has exited the pandemic.

Inflationary measures and sources of supply chain disruption, like the Russian/Ukraine conflict, will be closely monitored by market partic-
ipants. Though the daily news cycle is likely to foment volatility, the empirical data is not nearly as bleak. A foundation for future economic 
growth remains solidly in place. Consumers have shrugged off higher prices and have resumed traveling at pre-pandemic levels, contribut-
ing nearly $2 trillion to the U.S. economy. The employment markets remain robust, continuing to not only add jobs, but also at increasingly 
higher wage levels. Workers in the private sector saw average wages grow by 5.1% according to the U.S. Department of Labor’s February 
jobs report. The unemployment rate has continued to drift down, now measuring a very healthy 3.6%. 

In addition to consumers, companies in the S&P 500 are expected to see their revenues grow by over 10% for the first quarter of 2022, 
building on a very strong 2021. Earnings will be impacted by higher input costs, notably that of labor, but are still expected to grow. Net 
profit margins are expected to be higher than 12%, above the average of the last five years. 

Inflation will certainly continue to be a headline topic through the second quarter of this year. While our portfolio’s direct investment 
exposure to Russia and eastern Europe is small, indirect exposure through commodities will further pressure commodity pricing and global 
trade. However, the demand environment, from consumer and corporate sectors, remains robust. The primary risk remains an inability for 
supply chains to adjust to meet this heightened demand. The stock and bond markets remain priced at levels that suggest an optimism that 
suppliers will ultimately meet this challenge leading to a moderating pricing environment. We share this optimism and continue to take ad-
vantage of valuations that offer an attractive entry point for our long-term investment themes. Our bond positions will remain focused on 
short maturity, high quality bonds, that will generate income levels higher than the previous two years. 

Source: YCharts
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The brighter and longer days of spring inch many high school se-
niors and their parents closer to May 1st, also known as “National 

Decision Day”, the fall college enrollment deadline. While your child or 
grandchild fixates on polished test scores, athletics, internships and ex-
tra-curriculars, for many parents, sending them off to college can be an 
emotional and pricy endeavor. 

Over the last 30 years, the average cost of tuition and fees has nearly 
tripled at public four-year institutions and doubled at private four-year uni-
versities (inflation adjusted). While scholarships for outstanding achieve-
ment and merit-based aid can play key roles in mitigating college costs, 
investing in education early on is key. A 529 Education Savings Plan is 
an effective way to start planning for future education costs. This effi-
cient savings vehicle offers tax-free growth and withdrawals when used 
for qualified education expenses.

What is a qualified education expense?
Tax-advantaged distributions from 529 Plans must be for qualified higher 
education expenses to an accredited public or private, university, col-
lege, or post-secondary institution. In some states, qualified expenses 
may also include tuition at elementary or secondary schools. 

Qualified expenses*
• Tuition and fees
• Room and board, whether on-campus or off-campus, and food ex-

penses if the student is at least a “half-time” student, as defined by 
the school. These expenses are limited by each institution’s unique 
calculated cost of attendance

• Books, supplies, and Wi-Fi costs
• Computers and software expenses, if required for the student’s pro-

gram of study
• Associated expenses for special needs services

*Certain state and university restrictions may apply. Maintaining accurate withdrawal records is critical as it 
is your responsibility to report distributions from your 529 Plan to the IRS. Document all expenses by keep-
ing receipts and relevant paperwork.

Non-qualified expenses
• Application and standardized testing fees 
• Transportation 
• Extra-curricular costs (club sport fees, Greek life dues, etc.)

(Source: College Board)

Investing in Education | A seasonable guide to 529 Plans

Any non-qualified distributions taken from a 529 Plan are subject to fed-
eral and state income tax on earnings in addition to a 10% penalty tax. 
The 10% penalty may be waived for exceptions such as death or dis-
ability, enrollment at a U.S. Military Academy, or if the student receives 
partial or full scholarships. Ensure timely distributions by withdrawing 
qualified expenses in the correct calendar year to avoid paying taxes 
on a non-qualified withdrawal.

Ability to Change Beneficiary 
529 Plans allow you to change the beneficiary, without tax consequence, 

to other eligible family members, which may include siblings, parents, 
grandparents, nieces/nephews, and first cousins. If your child’s 529 Plan 
has unused funds, you can simply change the beneficiary to another el-
igible family member.

How much can I contribute to a 529 Plan?
There is no minimum contribution to fund a 529 Plan. Current, federal 
tax law allows an individual to contribute $16K annually ($32K for mar-
ried couples) to each beneficiary without tapping into your lifetime gift 
tax exclusion. In most states, contributions must be made by December 
31st to count for the current year’s contribution. As inflation continues to 
hinder purchasing power, consider getting your 529 Plans started early 
to keep up with the rising cost of college.

Each state has a maximum 529 Plan aggregate limit, determined by 
the cost of education in each state. These limits range between $235K 
- $550K. California’s limit, where the cost of education is amongst the 
highest in the country, is aptly set at $529K. If your 529 Plan reaches the 
account maximum, you cannot continue to make contributions; howev-
er, the account may continue to accrue earnings.

What is “Super-funding?”
“Superfunding” a 529 Plan is a strategic exception to the annual contri-
bution amount of $16K per individual in 2022. The IRS, in most cases, 
allows an individual to “’superfund” a 529 Plan by contributing up to 
five years’ worth of the annual exclusion amount in just one year, with-
out triggering gift tax or tapping into your lifetime estate tax exemption. 
For example, a married couple could contribute up to $160K to a 529 
Plan for an eligible beneficiary this year but would forgo contributions 
to that account as well as other gifts to the beneficiary for five years. 

As the cost of higher education continues to trend 
upwards, a college degree remains a distinct predic-
tor of both income and wealth for future generations. 
While the true advantage of 529 Plans is the tax-free 
growth and flexibility, merit-based aid, regional schol-
arships, or in-state tuition plans may suit your family’s 
education plan as well. Nonetheless, RWA is com-
mitted to helping you understand the best education 
savings strategies for your family. Let us know if you 
would like help in setting up a 529 Plan, assisting with 
contributions, and determining the appropriate invest-
ment allocations to meet your family’s education goals. 
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The start of 2022 has been met with headwinds and 
volatility attributable to two key factors: a rising in-

terest rate environment (tighter monetary policy) and 
geopolitical risk stemming from Russia’s invasion of 
Ukraine. These developments have caused U.S. eq-
uity markets to post negative returns through the first 
three months of this year. Market volatility that trans-
pired in the first quarter gave us the opportunity to
initiate positions in American Tower (AMT) and Take-Two Interactive (TTWO) which we elaborate on below.

 We initiated a position in American Tower (AMT) as the volatile market and sharp decline in American 
Tower’s stock price presented an opportunity to add the name at an attractive entry valuation. American Tower 
provides wireless communications infrastructure, operating more than 220,000 cell towers globally. American 
Tower is instrumental in meeting the demand for increased mobile connectivity and the growth of 5G wire-
less adoption. As a leading provider of wireless infrastructure, we believe American Tower will participate in 
the increased capital expenditures of wireless service providers like Verizon and AT&T.  

Additionally, we purchased Take-Two Interactive (TTWO) in March of 2022. Take-Two Interactive has a robust 
R&D pipeline, tremendous industry momentum (following its acquisition of video game developer Zynga), 
and the opportunity to both contend and partner with other metaverse developers. Take-Two Interactive is 
one of the world’s largest video game publishers. Its flagship titles include popular video games Grand Theft 
Auto, NBA 2k and Civilization. As an established player in the gaming space, we believe Take-Two’s portfolio 
of intellectual property (IP) and expansive mobile gaming experience provides a unique position in burgeon-
ing virtual reality and metaverse development. Take-Two has a pipeline that includes more than 60 new title 
releases, many with mobile optionality, expected to be released in the next two years.

We increased our holding in PayPal Holdings Inc (PYPL), our Featured Stock last quarter, which we contin-
ue to believe provides an exceptional opportunity for long term return in the financial technology (FinTech) 
and digital payment industry. PayPal is one of the world’s largest providers of digital payment services that 
enable online and mobile transactions on behalf of both merchants and consumers worldwide. With more 
active users than any other player in the space, PayPal boasts an enormous competitive advantage as it seeks 
to transform the commerce experience within the digital wallet-based ecosystem.
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Foolproof cybersecurity doesn’t stop at creating strong passwords. Knowing how to 
avoid phishing scams, an effort by hackers to lure you into sacrificing your sensitive 
information, is key. Consider abiding by the “SLAM” method, an easy-to-remember 
mnemonic device that helps you identify a scam.

Sender. Double check the sender’s email address by hovering your mouse 
over the sender’s name. Misspelled email addresses from trusted senders 
often indicates a phishing attempt.  

Link. Use caution before clicking any links within an email. Just like with a 
sender’s email address, hover your mouse over the link to confirm the legiti-
macy of the website URL. Hackers often send fake links to deliver malware or 
obtain your login credentials. Be wary of links that prompt you to change your 
password (compromising your old login), or to provide sensitive information. 

Attachment. Always be suspicious of unexpected attachments. Downloading 
attachments from fake contacts can unleash malware. Verify the sender be-
fore opening an unsolicited attachment.

Message. Be mindful of the email’s content. Phishing emails are notorious 
for poor grammar, misspellings, or odd phrases. 

As password security becomes increasingly complex, 
you may want to consider using a password manag-
er application to create and maintain them for you. 
The independent reviewers at Wirecutter recommend 
password managers such as Bitwarden and 1Password.  

Featured Stock: Williams—Sonoma, Inc. (WSM)

Cybersecurity | Quick tips for maintaining your cyber health 

Williams-Sonoma, Inc is a leader in the $250B U.S. home furnishings 
market and a pioneer in transforming the market from predomi-

nantly brick-and-mortar sales to an online service model.  It consistently 
derives 60-70% of its business via its e-commerce platform and is the 
only home furnishings retailer to offer both online/offline options and 
a comprehensive home offering spanning the ultra-luxury to everyday 
consumer segments.

Williams-Sonoma’s strength lies in the foundation of its three core 
businesses, Pottery Barn, West Elm, and Williams Sonoma, as well as 
the company’s vertically integrated structure that allows it to control 
every detail from sourcing, to design, and down to distribution.  This 
has allowed the company to fare far better than rivals in managing 
recent supply chain disruptions by catering its catalog to accessible 
inventory.  In addition, those core divisions have not only continued to 
grow meaningfully on their own but have also led to breakout brand 
banners such as Pottery Barn Kids & Teen and perhaps most importantly, 
the emerging business-to-business (B2B) segment.  

This newest addition to the lineup takes the company’s sovereignty 
over design and applies it to the business furnishings market, where 
it can utilize existing infrastructure across its brands to create tailored 
pieces for individual business needs at higher margins.  The customer list 
already includes sports franchises, A-list tech companies, and hoteliers 
like Marriott, many of which are not only repeat customers but tend to 
cycle furnishings at a faster rate than individual consumers.

One of the company’s key differentiators from its competition is its 
values-based focus on sustainability.  While other companies attempt 

to check ESG boxes, Williams-Sonoma has embraced sustainability for 
years in its sourcing and final products and is the only home furnisher 
on the Barron’s 100 Most Sustainable Companies list for 2022.  It also 
emphasizes diversity and inclusion from the retail to the corporate side 
with nearly 70% of total staff female and over 50% of leadership repre-
sented by women, including the CEO and CFO.

Remaining opportunity for Williams-Sonoma is huge: B2B is relatively 
new, international expansion is just beginning, and the consumer home 
furnishings market is highly fragmented.  It’s estimated that greater than 
50% of total U.S. home furnishings sales today come from independent 
players and only about a fifth of industry sales are online, creating mas-
sive potential for industry consolidation and e-commerce proliferation. 
Williams-Sonoma should be a clear beneficiary of both trends.

Strong cybersecurity has never been more important. 
The unprecedented sanctions imposed on Russia 

since invading Ukraine have sparked concern for a 
potential cyberattack response. While RWA, Charles 
Schwab, and our other platform partners are diligent 
about safeguarding your financial identity, your per-
sonal cybersecurity habits should strive to achieve the 
same standard. 
Faulty, human-generated passwords are often the cul-
prit of cyberattacks. To ensure your login credentials 
remain safe, consider the following tips. 
• Create strategic, nonsensible passwords that are 

at least 25 characters long. Experts estimate that 
password length is safer than password complexity

• Never repeat passwords or use passwords with per-
sonal information, like your name or birthday

• Opt for two-factor authentication, also called “2FA”. 
Two-factor authentication requires an additional log-
in credential, besides your username and password. 
To login effectively, you will need to verify your iden-
tity, often by text message or email

(Source: Centarus)
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Web 3.0, Blockchain, & The Metaverse

The notion of a Web 3.0 has gained steam over the last year or 
two as investors, the tech community, and even the mainstream 

have become more familiar with cryptocurrency and its underlying 
technology, known as blockchain. And while cryptocurrencies are 
dependent on blockchain technology to operate, that is only one 
use case in a vast sea of potential applications.

So, what exactly is blockchain?  It is a distributed database 
powered by a network of computers and stored electronically in 
a digital format. In other words, it’s a database and a network that 
operates in a decentralized manner as opposed to being run at a 
centralized level by one or a handful of companies. The goal of this 
structure is to allow information to be aggregated and viewed, but 
not edited. Since blockchain data is recorded as it’s created and 
verified independently, it can’t be deleted or changed in any way.

Now, where does Web 3.0 fit into all of this?  Web 1.0 was creat-
ed in 1989 as the first iteration of the world wide web and included 
features like desktops, browsers, and banner adds, and was gen-
erally thought of as a ‘read-only’ web. Web 2.0, which continues 
to this day, came into existence in the early 2000s and is thought 
of as more of a ‘read-write’ version of the internet, supported by 
user-generated content, which has come to be dominated by a 
small number of winners in the technology industry.  These compa-
nies have created apps, platforms, and other ecosystems that have 
allowed them to gather vast amounts of data that they control, 
potentially harming consumers by forcing them to operate in one 
network as opposed to a decentralized network that works across 
platforms.

Web 3.0 turns this on its head and is premised on the idea that 
blockchain technology can alter the fundamental architecture of 
the modern internet by decentralizing the web and giving users 
control of their own data. Apart from the two-dimensional inter-
net experience, users will engage in an augmented reality (AR) or 

Past performance is not necessarily a guide to future performance. There are risks involved in investing, including possible loss of principal. This information is provided for informational purposes only and 
does not constitute a recommendation for any investment strategy, security or product described herein. Please contact us for a complete list of portfolio holdings. 
For additional information on the services of Roberts Wealth Advisors, or to receive our newsletters via e-mail or be removed from our mailing list, please contact us at 650-240-2410. 

metaverse-type experience as the operating system for the new 
web. In Web 3.0, users could interact with one another in a virtual 
world for work, play, or potentially any setting that replicates the 
physical world.  

And while the metaverse has taken on various meanings depend-
ing on the end user, it generally refers to the broader idea of an 
interconnected, digitally altered universe supported by ever greater 
computing power. Many companies today are likely building pieces 
of the metaverse, but the broader structure will need to empha-
size more unity among today’s apps to achieve a more complete 
environment.

One of the key implications of a Web 3.0 world is a possible 
breakdown of the current centralized app model (formally known 
as ‘walled gardens’) controlled by those dominant technology 
companies.  This doesn’t mean that these large platforms will see 
their businesses disappear but rather that they will need to create 
interoperability with other ecosystems to sustain their businesses 
and create more demand.  

This is already occurring somewhat in the gaming space, where 
games that used to be restricted to certain platforms can now be 
played online cross-platform with users around the world.  Gaming 
has been at the forefront of many metaverse-linked technologies, 
including in-game payments, non-fungible tokens, avatars, and 
more recently mass social experiences like virtual concerts.  Thus, as 
this trend plays out over the coming years and decades, we believe 
gaming could offer some valuable insights into the next stages of 
connectivity evolution.
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