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Dear Client, 

The Johari Window is a model that was developed in 1955 by two American 
psychologists in order to help people better understand their relationship with 
themselves and others. It has also long been used by NASA and defense analysts 
to assess risks. While many of us may not be familiar with the combined works 
of Joseph Luft and Harrington Ingram (Joe-Hari), their work came to light with 
the famous quote from Donald Rumsfeld on February 12, 2002 in response to a 
question at a US Department of Defense news briefing:  

“Reports that say that something hasn’t happened are always interesting to me, 
because as we know, there are known knowns; there are things we know we 
know. We also know there are known unknowns; that is to say we know there 
are some things we do not know. But there are also unknown unknowns—the 
ones we don’t know we don’t know. And if one looks throughout the history of 

our country and other 
free countries, it is the 
latter category that 
tends to be the difficult 
ones.” 

The three elements 
mentioned: known 
knowns, known 
unknowns, and unknown 
unknowns along with the 
fourth panel of unknown 
knowns make up the full 
Johari window. 

©2022 Valley Financial Management, Inc. October 2022 1 



  
  

 
 
 

 
 

 

 

   
  

 

 

 

 

 

 

7 

6 

u, 5 
w 
~ 4 
i: 
~ 3 

=II: 2 

l0l1 lOJt » l't 
M:M-.i(ICllllMMCM .... ) ..... 1JOCJ11117·U0CTJIIU 

Projected Fed Rate Hikes 

• Projected Fed Funds Rate Projected # of rate hikes 

Jlll1 lOll l »i, D lOU j lOU 
ffl-(Oliailt---00.,.. ........ -.)-IJIICTlltl7•llDCtllZ:Z ~llm ....... -U'. 12-0ai•lOZlll:11:tl 

5 
4.5 
4 
3.5 

3 w 
2.5 ~ 
2 0:: 

1.5 

0.5 
0 

There is much relevance to this model with regard to understanding the current state of capital markets. 
There are two key issues. One part of the problem is that we are experiencing a particularly high level of 
known unknowns. The second issue is that so many of these issues are sitting in the near term while the 
longer-term outlooks seem to be more known. 

Markets dislike uncertainty, leading to increased price volatility. This is even more pronounced when the 
unknowns are tied to short-term events. The most discussed issues in today’s market are the “known 
unknowns” of monetary policy and inflation. The high degree of uncertainty in these areas are clearly 
reflected in the volatility of MOVE Index and VIX. In fact, the MOVE Index, which measures US Treasury 
volatility is even more extreme than the VIX Index, which measures equity market volatility. This further 
highlights the concept of near-term uncertainty. 
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As to the Johari Window, the “size” of those four panels is fluid and changes over time. When any (or all) of 
the three unknown panels become larger, then market volatility will likely increase. Essentially, the greater the 
degree of uncertainty regarding any unknown influences upon the market, the more difficult the investing 
environment becomes. Navigating through uncertain markets adds an additional degree of difficulty, which 
should be factored into risk/reward dynamics. 

Interestingly, the inverted yield curve highlights the contrasting outlook between the front-end uncertainty 
with the longer-term stability. This also explains why short duration assets have been more volatile than long 
duration assets in fixed income and why long-term equity investors still have confidence in their outlook. 

The longer-term view for rates seems to 
stabilize in the two-to-three-year window. 
This helps explain the yield curve inversion 
and peak US Treasury rates in the two-year 
range. Higher rates put pressure on stock 
prices, particularly for growth, but the 
long-term picture seems more stable. 

Despite the inflationary pressures, as 
of this writing, the 10 YR US Treasury is 
finding resistance at roughly 4%. Could 
this signify that the panel of the window 
depicting more long-term elements is 
known by the market? Or does it indicate 
that the market believes it is a known, but 
it is truly an unknown? 
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Historically, the long-term expectation for equity market returns has been close to 8%. If we assume 2% 
growth, 2% inflation, 2% productivity, and some element of market share gain and dividends, we get to 
this level. If investors have a long-term perspective, the average return could be augmented by the low 

starting point. However, the short-term 
will likely remain quite uncertain and 
volatile. 

Another issue that is likely to play a 
significant role in the near future is the 
upcoming election cycle. Given the 
political discourse and uncertainty, it is 
somewhat surprising that there is not 
more discussion on the topic; though 
we can probably categorize this more 
into the known known bucket. Based 
on the current outlook from Predict It, 
the odds of divided government are 
well over 80%. This is quite consistent 
with most polling data. In all likelihood, 
we will have a Republican House of 
Representatives and a Senate that is 
50-50 or possibly a +1 or +2 edge to 
Republicans by the next writing of this 
newsletter. Regardless of the Senate 

results, the House will likely change, and markets have historically preferred divided government. This 
preference is mainly due to the prevention of extreme partisan policy from becoming reality with both sides 
having to work together to push through any policy changes.   

As we seen on an almost daily basis of late, much can change rapidly in the capital markets. The tug-of-war 
between bulls and bears remains very much in play and will likely remain that way until more unknowns 
start to be known. 

Market Update 

Markets remain incredibly volatile. As we have seen many times this year, they can reverse course 
aggressively in either direction, particularly to the downside. It’s also worth noting that most asset classes 
correlate towards one (meaning they all move together) in times of duress.  In that regard, September did 
not disappoint as there was no place hide. The down draft that began in mid-August continued with a 
vengeance in September and brought most markets back to recent lows. The only market that has remained 

Index Sep 2022 Q3 2022 2022 YTD 
DOW JONES INDUS. AVG (8.76) (6.17) (19.72) 

(9.22) (4.89) (23.88) 
NASDAQ COMPOSITE (10.44) (3.91) (31.99) 
U.S. Aggregate (4.32) (4.75) (14.61) 
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resilient is the US Dollar. Despite inflation concerns in the US, investors continue to move towards the 
higher rates available in the US markets. Demand for USD is strong, as it remains close to parity with the 
Euro and near all-time highs versus the Yen. 

One surprising element in the current inflationary market is that Gold and commodities have remained 
weak. While Gold has outperformed most financial assets, it is hardly a winner at down approximately 10% 
YTD and 5% for the quarter. 

Oil and energy, which had been one of the few bright spots for returns have also sold off due to concerns of 
slower demand and fears of the impact from the Russia-Ukraine war that have yet to take hold. 

Portfolio Performance 

Given the market conditions noted above, there is little surprise that all portfolios posted negative returns 
for September and Q3 (gross of fees). As expected, the more aggressive or equity-oriented the strategy, the 
worse the performance. Technology, and semiconductors in particular, remain under significant pressure due 
to growing concerns over an economic slowdown. 

On a relative basis, all portfolios except for Innovation & Technology outperformed their benchmarks for Q3 
(gross of fees). For the month of September, Moderate Growth, Balanced, and Conservative all outperformed 
their benchmarks while Aggressive Growth, Income, and Innovation & Technology underperformed. 

Tactical decisions within fixed income and shifts in equity holdings toward value and dividend-oriented 
exposures were key elements that aided the relative performance. Furthermore, Gold and other non-
traditional alternative allocations fared better than the broad market, also contributing to the relative 
performance. 

Gross of Fees Net of Fees Benchmark Differences 
(gross of fees) 

VSP Portfolio Sep-22 QTD YTD Sep-22 QTD YTD Sep-22 QTD YTD Sep-22 QTD YTD 

Aggressive Growth -8.26% -5.01% -25.35% -8.26% -5.27% -25.97% -8.14% -5.17% -22.47% -0.12% 0.16% -2.88% 

Moderate Growth -7.09% -4.41% -22.04% -7.09% -4.67% -22.66% -7.53% -5.70% -22.07% 0.44% 1.29% 0.03% 

Balanced -5.47% -3.87% -19.20% -5.47% -4.08% -19.71% -6.70% -5.88% -21.00% 1.23% 2.01% 1.80% 

Conservative -3.82% -3.46% -14.16% -3.82% -3.73% -14.87% -5.43% -5.99% -19.01% 1.61% 2.53% 4.85% 

Income -5.61% -4.28% -14.69% -5.61% -4.50% -15.27% -4.23% -4.65% -14.32% -1.38% 0.37% -0.37% 

Innovation & Tech -10.89% -6.68% -36.65% -10.89% -6.90% -37.11% -9.52% -3.49% -30.10% -1.37% -3.19% -6.55% 

Data as of 9/30/2022; Source: Envestnet 
Past performance is not a guarantee or a reliable indicator of future results. 
Differences section compares gross and benchmark performance. 
Benchmarks: 
Aggressive Growth VSP: 87% Global Equities, 10% Global Hedge Funds, 3% 30 Day T-Bills 
Moderate Growth VSP: 67% Global Equities, 25% Global Aggregate Bonds, 5% Global Hedge Funds, 3% 30 Day T-Bills 
Balanced VSP: 45% Global Equities, 47% Global Aggregate Bonds, 5% Global Hedge Funds, 3% 30 Day T-Bills 
Conservative VSP: 20% Global Equities, 70% Global Aggregate Bonds, 10% 30 Day T-Bills 
Income VSP: 98% US Aggregate Bonds, 2% 30 Day T-Bills 
Innovation & Technology VSP: 98% US Large Cap Growth Equities, 2% 30 Day T-Bills 
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Portfolio Positioning 

The Investment Committee’s base case remains 
that we are likely to continue to experience a 
highly volatile regime as much uncertainty will 
persist through the Q4 economic data cycle. 

While the picture ahead still looks stormy, 
the general view has been to stay relatively 
close to the benchmark in terms of strategic 
allocation with a slight bias to fixed income and 
non-traditional investments. Within the equity 
positions, we reduced the market beta by further 
reducing exposure to Technology and other 
growth elements with a preference for dividend 
equity and other strategies that provide a quality 
or low volatility bias. 

Changes to the more aggressive Innovation & 
Technology portfolio included reducing exposure 
to several of the more volatile industries, and 
adding exposure to areas of innovation outside 
the traditional Technology sector (namely Biotech 
and Aerospace and Defense, among others). 

Within fixed income, we remain a bit wary of 
corporate credit and moved some core positioning 
to Intermediate US Treasury exposure.  

THE FULL ALLOCATION CHANGES ARE 
SUMMARIZED AS FOLLOWS: 

Aggressive Growth VSP Portfolio: 

• Add 4.5% to DIVO (Amplify CWP Enhanced 
Dividend Income ETF) from 4.5% to 9.0% 

• Add 2.0% to CCOR (Core Alternative ETF) from 
4.0% to 6.0% 

• Add 2.0% to USMV (iShares MSCI USA Min Vol 
Factor ETF) from 5.0% to 7.0% 

• Add 1.25% to CTYRX (Columbia Global 
Technology Growth Fund) from 2.75% to 4.0% 

• Add 0.75% to PPA (Invesco Aerospace & 
Defense ETF) from 9.25% to 10.0% 

• Add 0.25% to IWM (iShares Russell 2000 ETF) 
from 2.75% to 3.0% 

• Add 0.25% to RTH (VanEck Retail ETF) from 
2.75% to 3.0% 

• Add 0.25% to VOO (Vanguard 500 Index Fund 

ETF) from 14.75% to 15.0% 

• Sell IGV (iShares Expanded Tech-Software 
Sector ETF) from 2.75% to 0% 

• Sell SOXX (iShares Semiconductor ETF) from 
2.75% to 0% 

• Reduce QUS (SPDR® MSCI USA 
StrategicFactorsSM ETF) from 9.5% to 7.0% 

• Reduce NOBL (S&P 500 Dividend Aristocrats 
ETF) from 7.75% to 6.0% 

• Reduce GLD (SPDR Gold Shares) from 3.0% to 
2.0% 

• Reduce IYG (iShares U.S. Financial Services ETF) 
from 5.5% to 5.0%

 Moderate Growth VSP Portfolio: 

• Add 3.5% to DIVO (Amplify CWP Enhanced 
Dividend Income ETF) from 3.25% to 6.75% 

• Add 1.75% to USMV (iShares MSCI USA Min Vol 
Factor ETF) from 3.5% to 5.25% 

• Add new 1.75% position in VGIT (Vanguard 
Intermediate-Term Treasury Index Fund ETF) 

• Add 1.5% to CCOR (Core Alternative ETF) from 
3.0% to 4.5% 

• Add 1.0% to CTYRX (Columbia Global 
Technology Growth Fund) from 2.0% to 3.0% 

• Add 0.25% to IWM (iShares Russell 2000 ETF) 
from 2.0% to 2.25% 

• Add 0.25% to PPA (Invesco Aerospace & 
Defense ETF) from 7.25% to 7.5% 

• Add 0.25% to RTH (VanEck Retail ETF) from 
2.0% to 2.25% 

• Sell IGV (iShares Expanded Tech-Software 
Sector ETF) from 2.0% to 0% 

• Sell SOXX (iShares Semiconductor ETF) from 
2.0% to 0% 

• Reduce QUS (SPDR® MSCI USA 
StrategicFactorsSM ETF) from 7.25% to 5.0% 

• Reduce JHBIX (John Hancock Bond Fund) from 
3.5% to 1.75% 

• Reduce NOBL (S&P 500 Dividend Aristocrats 
ETF) from 5.75% to 4.25% 

• Reduce GLD (SPDR Gold Shares) from 2.0% to 
1.5% 

• Reduce IYG (iShares U.S. Financial Services ETF) 
from 4.0% to 3.75% 

October 2022 5 
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Balanced Growth VSP Portfolio: • Add 0.5% to DIVO (Amplify CWP Enhanced 

• Add new 3.5% position in VGIT (Vanguard 
Intermediate-Term Treasury Index Fund ETF) 

• Add 2.5% to DIVO (Amplify CWP Enhanced 
Dividend Income ETF) from 2.25% to 4.75% 

• Add 1.25% to USMV (iShares MSCI USA Min Vol 
Factor ETF) from 2.5% to 3.75% 

• Add 1.0% to CCOR (Core Alternative ETF) from 
2.0% to 3.0% 

• Add 1.0% to CTYRX (Columbia Global Technology 
Growth Fund) from 1.25% to 2.25% 

• Add 0.25% to IWM (iShares Russell 2000 ETF) 
from 1.25% to 1.5% 

• Add 0.25% to RTH (VanEck Retail ETF) from 1.25% 
to 1.5% 

• Add 0.25% to VOO (Vanguard 500 Index Fund 
ETF) from 7.5% to 7.75% 

• Sell SOXX (iShares Semiconductor ETF) from 1.5% 
to 0% 

• Sell IGV (iShares Expanded Tech-Software Sector 
ETF) from 1.25% to 0% 

• Reduce JHBIX (John Hancock Bond Fund) from 
6.75% to 3.25% 

• Reduce GLD (SPDR Gold Shares) from 2.5% to 
1.0% 

• Reduce QUS (SPDR® MSCI USA 
StrategicFactorsSM ETF) from 5.25% to 3.75% 

• Reduce NOBL (S&P 500 Dividend Aristocrats ETF) 
from 4.0% to 3.25% 

Conservative Growth VSP Portfolio: 

• Add new 5.0% position in VGIT (Vanguard 
Intermediate-Term Treasury Index Fund ETF) 

Dividend Income ETF)) from 2.5% to 3.0% 

• Reduce JHBIX (John Hancock Bond Fund) from 
10.0% to 5.0% 

• Reduce JGASX (JPMorgan Growth Advantage 
Fund) from 2.5% to 2.0% 

Income VSP Portfolio: 

• Add new 5.0% position in VGIT (Vanguard 
Intermediate-Term Treasury Index Fund ETF) 

• Add 2.6% to ABQYX (AB Total Return Bond 
Portfolio) from 17.4% to 20.0% 

• Sell NOBL (S&P 500 Dividend Aristocrats ETF ) 
from 5.0% to 0% 

• Reduce JHBIX (John Hancock Bond Fund) from 
21.5% to 20.0% 

• Reduce FALN (iShares Fallen Angels USD Bond 
ETF) from 8.0% to 7.0% 

• Reduce PFF (iShares Preferred and Income 
Securities ETF) from 5.1% to 5.0% 

Innovation & Technology VSP Portfolio: 

• Add 3.0% to BBH (VanEck Biotech ETF) from 6.0% 
to 9.0% 

• Add 3.0% to VONG (Vanguard Russell 1000 
Growth ETF) from 5.0% to 8.0% 

• Add 2.0% to HACK (ETFMG Prime Cyber Security 
ETF) from 7.0% to 9.0% 

• Add 1.5% to PPA (Invesco Aerospace & Defense 
ETF) from 13.5% to 15.0% 

• Reduce SOXX (iShares Semiconductor ETF) from 
17.5% to 10.0% 

• Reduce IGV (iShares Expanded Tech-Software 
Sector ETF) from 10.0% to 8.0% 

Outlook 

In what continues to be one of the more challenging parts of the investment cycle, we believe that volatility 
is likely to remain. The key theme needing clarity is just how sticky inflation data will remain relative to 
expectations that inflation is poised to drop as economic activity slows and supply chain issues slowly resolve. 
This needs to be balanced by the realization that the Fed will remain aggressive in looking to reduce demand 
as an attempt to fight inflation. There is no question of the will or desire of the Fed; the question is how much 
damage may be inflicted on the economy and markets versus what is already known and priced in. 
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Asset Class View 

Attractive Fair Value Unattractive 

Region 

EQUITY Cap 

Europe 

USA EM 

Asset Class Heat Map, per LISI Investment Committee as of May 10, 2022 

Style Asia/Pacific 

Region Large Cap 

Term Mid Cap 

Credit Small Cap 

Alternatives Value Growth 

Gold 

Commodities 

USA LATAM 

Europe 

UltraShort Short 

Long

 Intermediate 

Corp Credit 

US Treasury Structured Sovereign EM 

Muni High Yield 

Asset Class Heat Map, per VFM Investment Committee - As of October 11, 2022 
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Important Risk 
Disclosure Statement 

The information contained in the Valley Strategic 
Portfolios Newsletter may discuss changes to the 
securities allocation of your portfolio and should be 
considered carefully. If you have any questions regarding 
the information contained in this Newsletter, please 
contact your VFM Investment Advisor Representative 
for additional information. We may change our view and 
opinions at any time based on market or other conditions. 

This letter is not intended to be a recommendation 
or investment advice,and is not an offer to buy or sell 
securities. The information provided does not take into 
account the specific objectives or circumstances of any 
client investor, or suggest any specific course of action. 
You should make investment decisions based on your 
objectives and circumstances and in consultation with 
your advisors. 

Valley Financial Management, Inc. (“VFM”) is a wholly-
owned subsidiary of Valley National Bank (“Valley Bank”), 
chartered as a national banking association. Valley Bank, 
in turn, is a wholly-owned subsidiary of Valley National 
Bancorp, a publicly traded company. Banking products 
and services are provided through Valley Bank. Brokerage 
products and services, including the investment advisory 
business, are provided by VFM. Pershing LLC is the clearing 
broker for VFM. VFM is a member of FINRA (www.finra.org) 
and SIPC (www.sipc.org). 

Non-deposit investment products offered through Valley 
Bank and VFM are: 

• Not insured by the FDIC or any other federal or 
government entity 

• Not guaranteed by Valley Bank or any other bank 

• Subject to investment risks, including possible loss of 
the principal amount invested 

The information contained in this material has not been 
filed with, reviewed by, or approved by any regulatory or 
self-regulatory authority and recipients are advised to 
consult with their own independent advisors, including 
tax advisors, regarding a potential investment. This is not 
a product of the Research Department of Valley Bank 
or any Valley National Bancorp unit. Opinions expressed 
may differ from those of other Valley divisions, including 
Research. VFM has developed policies designed to manage 
conflicts of interests. 

The appropriateness of a particular investment or strategy 
will depend on an investor’s individual circumstances and 
objectives. We recommend that investors independently 
evaluate specific investments and strategies, and 
encourage investors to seek the advice of a financial 
advisor. The value of and income from investments 

may vary because of changes in interest rates, foreign 
exchange rates, default rates, prepayment rates, securities/ 
instruments prices, market indexes, operational or 
financial conditions of companies and other issuers 
or other factors. Estimates of future performance are 
based on assumptions that may not be realized. Actual 
events may differ from those assumed and changes to 
any assumptions may have a material impact on any 
projections or estimates. Other events not taken into 
account may occur and may significantly affect the 
projections or estimates. There can be no assurance that 
estimated returns or projections will be realized or that 
actual returns or performance results will not materially 
differ from those estimated herein. Past performance is 
not a guarantee or a reliable indicator of future results. 

This Newsletter includes information that has been 
obtained from third party sources believed to be reliable, 
but is not guaranteed. Prices, quantities, yields, and 
availability are subject to change and/or market movement 
without notice. Prices do not include accrued interest. 
Revised portfolio allocations do not guarantee enhanced 
performance. Cash flows are believed to be accurate but 
are derived from outside sources and may be intermittent 
on certain securities. We make no representation on the 
accuracy of the information. Specific securities or mutual 
funds mentioned in this letter were held in client portfolios 
as of the date of this letter, but may be sold at any time. 

The S&P 500® Index is an unmanaged index generally 
considered representative of the U.S. stock market. The 
Russell 2000® Index tracks the performance of the 2000 
smallest companies in the Russell 3000. The FTSE 100 Index 
is comprised of the 100 companies listed on the London 
Stock Exchange with the highest market capitalization. 
The STXE 600 € index tracks the performance of the 600 
largest stocks measured by free-float market capitalization 
in Europe. The Hang Seng Index is a free float-adjusted 
market capitalization-weighted stock market index of the 
50 largest companies trading on the Hong Kong stock 
market. The Nikkei 225 Index is a price-weighted average 
of the 225 top-rated Japanese companies listed in the First 
Section of the Tokyo Stock Exchange. The Shanghai Stock 
Exchange Composite Index is a capitalization-weighted 
index that tracks the daily price performance of all A-shares 
and B-shares listed on the Shanghai Stock Exchange. The 
MSCI World Index is comprised of 1,652 stocks from 23 
developed market countries. 

This Newsletter is provided to clients of VFM only for 
your personal, noncommercial use. Except as expressly 
authorized by us, you may not copy, reproduce, transmit, 
sell, display, distribute, publish, broadcast, circulate, 
modify, disseminate or commercially exploit the 
information contained in this report, in printed, electronic 
or any other form, in any manner, without our prior 
express written consent. 

Valley Financial Management, Inc. 
350 Madison Avenue | New York, NY 10017 
Member SIPC/FINRA 
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