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MARKET REVIEW 

Index Performance 1Q23 YTD 

S&P 500 Index 7.50% 7.50% 

Russel 1000® Index 7.46% 7.46% 

Russell 2000® Index 2.74% 2.74% 

Russell 3000® Growth Index 13.85% 13.85% 

Russell 3000® Value Index 0.91% 0.91% 

MSCI ACWI Index 7.44% 7.44% 

MSCI ACWI Ex-US Index 7.00% 7.00% 

MSCI EAFE Index 8.62% 8.62% 

Source: Factset. Past performance is not a reliable indicator or guarantee of future results.  Due to market volatility, the market may not perform in 

a similar manner in the future. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment. The 

index data provided is not representative of any Lord Abbett product. 

 

• In the first quarter of 2023, U.S. equities moved mostly higher, with the Nasdaq making a strong comeback after a four-

quarter losing streak. The first quarter got off to an especially strong start, with the Nasdaq surging more than 10.5% in 

January, its best start to the year since 2001. Growth stocks1 meaningfully outperformed value stocks2 over the quarter 

(13.85% vs 0.91%), while large cap stocks3 outperformed small cap stocks4 (7.46% vs 2.74%). 

• The turmoil in the banking sector dominated the headlines in March as an accelerated deposit flight resulted in the 

regulatory shutdowns of Silicon Valley Bank and Signature Bank. In response, the U.S. Federal Reserve (Fed), Federal 

Deposit Insurance Corporation (FDIC), and U.S. Treasury stepped in to backstop all depositors at the failed banks to 

help quell contagion fears, though bank stocks remained under close scrutiny for the remainder of the month while 

government officials began the debate about whether current regulatory oversight is sufficient and whether FDIC limits 

should be increased.5 

• This culminated in a 25bp interest rate hike and softened statement language about possible future hikes from the 

Federal Open Market Committee despite some analysts expecting them to hold or even cut rates. The Fed’s new dot 

plot showed median policymaker rate expectations just north of 5% by year's end (unchanged from December), with 

Powell saying participants are not generally expecting rate cuts this year, noting that the labor market remains too tight.5 

• Underwhelming earnings and guidance metrics added another overhang on risk sentiment over the quarter, as elevated 

input costs (particularly on the labor side) and softer demand continued to pressure margins. However, there were still 

a number of silver linings on the earnings front, including cost-cutting/efficiency actions, strength in services sectors, 

continued supply chain improvements, expectations from company management teams for inflation pressures to 

dissipate over the course of the year, and a resilient consumer. In all, for Q4 2022, the blended earnings decline for the 

S&P 500 was -4.6%, marking the first year-over-year decline in earnings since Q3 2020.5 

PORTFOLIO REVIEW 

• The Fund returned 2.55%, reflecting performance at the net asset value (NAV) of Class I shares with all distributions 

reinvested for the quarter ended March 31, 2023. The Fund’s benchmark, the S&P 500 Index6, returned 7.50% during 

the same period.  
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• Within the Financials sector, the Fund’s overweight position in Allstate Corporation (1.8%), an insurance company, was 

a primary detractor from relative performance over the period. Shares of the stock fell after the company reported 

quarterly earnings results that came in below consensus expectations. Notably, the company pre-announced a 

substantially high operating loss, driven by elevated catastrophe loss activity. 

• Within the Utilities sector, the Fund’s overweight position in NextEra Energy, Inc. (2.9%), an electric power and energy 

infrastructure company, also detracted from relative performance over the period. Shares of the stock fell after the 

company reported mixed fourth-quarter earnings results. That said, despite the recent slide, we continue to view NextEra 

as a standout performer in the electric utility industry as they grow both their regulated and non-regulated businesses. 

We believe they are a top renewable energy play and will benefit as the demand for renewables continues to rise. As of 

the end of the period, NextEra is among the Fund’s top active overweights. 

• Conversely, security selection with the Energy sector contributed to relative performance over the period. As an 

example, the Fund’s overweight position in Marathon Petroleum Corporation (1.5%), a petroleum refining, marketing, 

and transportation company, contributed to relative returns. Shares rallied after the company reported strong fourth 

quarter earnings, driven primarily by higher gross margins offsetting higher turnaround and operating expenses. 

Management also increased its share repurchase authorization by $5B, signaling further strong capital returns to 

shareholders. 

• Within the Industrials sector, the Fund’s overweight position in Parker-Hannifin Corporation (2.5%), which engages in 

the manufacturing motion and control technologies, also contributed to relative returns. Shares rallied after the company 

reported a top- and bottom-line quarterly earnings beat, driven by strong growth within their commercial aerospace 

segment. Management also raised forward guidance, which was well received by investors. Looking ahead, we believe 

the stock’s positive momentum can continue as supply chains have continued to improve and lead times have continued 

to shrink. As of the end of the quarter, Parker-Hannifin is among the Fund’s top active overweights. 

For informational purposes only, the specific investments shown represent only the top contributors and detractors for the relevant performance time 

period.  The selection criteria used to determine the top contributors and detractors remains the same across performance measurement periods. 

PORTFOLIO POSITIONING & OUTLOOK 

• Over the past five decades, the stocks of companies that have steadily grown their dividends have outperformed the 

broader equity market, non-dividend-paying stocks, and, not surprisingly, dividend cutters. Furthermore, in periods 

where market returns have been below the long-term average, dividends have made up a larger component of total 

returns. 

• The current macro backdrop of higher but decreasing inflation, coupled with tighter monetary policy and a higher interest 

rate regime, has led to an inverted yield curve, increased price volatility, and heightened risk aversion. As such, we 

believe this environment is ideal for quality compounders with stable earnings and capital discipline - which is typical of 

dividend growers. Our active approach to dividend growth investing should enable investors to navigate this challenging 

period with lower volatility verses the broader market while harnessing stock specific alpha opportunities available in 

the high-quality dividend grower universe 

• As of the end of the period, the Fund’s largest active overweight relative to the S&P 500 Index is Mastercard 

Incorporated (3.8%), a payment-processing corporation. We believe the company is attractively valued given the 

resiliency of the business model during an economic downturn, along with continued cross-border travel recovery in 

coming quarters.  
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Top Active Position Weights 

 
 

Portfolio Breakdown as of 03/31/2023. 

Source: Wilshire. Active weights reflect over/under relative to the S&P 500 Index. Absolute weight is based on percentage of the Fund. Holdings are 

included for informational purposes only and are not a recommendation to buy, sell, or hold any security. The Fund's portfolio active weight positions 

should not be relied upon as a complete listing of a fund's holdings. Please refer to www.lordabbett.com for a complete list of holdings of the Fund, 

including the securities discussed above, to the extent they are held by the Fund. 

Performance as of 03/31/2023 

 1Q23 YTD 1 Year 3 Years 5 Years 10 Years 

Net Asset Value – Class I 2.55% 2.55% -4.76% 17.37% 10.07% 10.65% 

S&P 500 Index 7.50 7.50 -7.73 18.60 11.19 12.24 

Lipper Equity Income Funds Category 
Average7 

0.95 0.95 -5.40 17.27 7.77 8.81 

Expense Ratio: 0.67% 

Performance data quoted reflect past performance and are no guarantee of future results. Current performance may be higher or lower than 

the performance quoted. The investment return and principal value of an investment in the Fund will fluctuate so that shares, on any given day 

or when redeemed, may be worth more or less than their original cost. You can obtain performance data current to the most recent month end 

by calling Lord Abbett at (888) 522-2388 or referring to our website at lordabbett.com. 

1As represented by the Russell 3000® Growth Index as of 3/31/23. 

2As represented by the Russell 3000® Value Index as of 3/31/23. 

3As represented by the Russell 1000® Index as of 3/31/23. 

4As represented by the Russell 2000® Index as of 3/31/23. 

5Factset 

6The S&P 500® Index is widely regarded as the standard for measuring large cap U.S. stock market performance.  Indexes are unmanaged, do not reflect 

the deduction of fees or expenses, and are not available for direct investment. 
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7Lipper Equity Income Funds Average is based on a universe of funds with similar investment objectives as the Fund. Peer group averages are based on 

all share classes in the category, and include the reinvested dividend and capital gains, if any, and exclude sales charges. 

A Note about Risk: The value of investments in equity securities will fluctuate in response to general economic conditions and to changes in the prospects 

of particular companies, including market, liquidity, currency, and political risks. Mid cap company stocks tend to be more volatile and may be less liquid 

than large cap company stocks. Mid cap companies typically experience a higher risk of failure than large cap companies. However, larger companies 

may be unable to respond quickly to certain market developments and may have slower rates of growth as compared to smaller successful companies. A 

company's dividend payments may vary over time, and there is no guarantee that a company will pay a dividend at all. These factors can adversely affect 

Fund performance.  

The Fund’s portfolio is actively managed and is subject to change. 

The portfolio weights shown in parenthesis in the Strategy Positioning & Outlook section are based on the portfolio weight at the end of the quarter for 

each security. The portfolio weights shown in parenthesis in the Portfolio Review section are based on the average portfolio weight during the quarter for 

each security. 

The Fund changed its investment strategy on 09/27/2012. 

The views and information discussed in this commentary are as of March 31, 2023, are subject to change, and may not reflect the views of the firm as a 

whole. The views expressed in market commentaries are at a specific point in time, are opinions only, and should not be relied upon as a forecast, 

research, or investment advice regarding a particular investment or the markets in general.  

The information provided is not directed at any investor or category of investors and is provided solely as general information about Lord Abbett’s products 

and services and to otherwise provide general investment education.  None of the information provided should be regarded as a suggestion to engage in 

or refrain from any investment-related course of action as neither Lord Abbett nor its affiliates are undertaking to provide impartial investment advice, act 

as an impartial adviser, or give advice in a fiduciary capacity. If you are an individual retirement investor, contact your financial advisor or other fiduciary 

about whether any given investment idea, strategy, product, or service may be appropriate for your circumstances. 

Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett Funds. This and other important 

information is contained in the fund's summary prospectus and/or prospectus. To obtain a prospectus or summary prospectus on any Lord 

Abbett mutual fund, contact your investment professional, Lord Abbett Distributor LLC at (888) 522-2388 or visit us at lordabbett.com. Read the 

prospectus carefully before you invest. 

NOT FDIC INSURED-NO BANK GUARANTEE-MAY LOSE VALUE 


