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May 4, 2022 

 
 
Dear Clients & Friends, 
 
The broad decline in equity markets last month reflects the large increase in interest rates, 
with the US Treasury yield curve shifting higher1 in advance of the Federal Reserve’s highly 
anticipated multiple increases in the Fed Funds rate.  The next increase is expected at the 
May 4th meeting as the consumer-led US economy remains strong and the rate of inflation 
has yet to abate. 
 
As the war in Ukraine continues, NATO allies remain steadfast in their strong opposition to 
the Russian invasion, increasing military and financial aid to Ukraine, as well as meaningful 
sanctions against Russia.  There is an increased risk of Putin’s escalation, due to the lack 
of success for the Russian military. 
 
Our investment approach continues to provide returns better than the benchmark, as shown 
below.  While equity returns over the next five years are highly unlikely to be as strong as 
the past five, given rising inflation rates and tightening monetary policy, they may still 
exceed returns from lower risk investments such as Treasury securities, certificates of 
deposit and savings accounts for the five-year period. 
 
Total Returns, All Cap Concentrated – Combined Composite (as of 3/31/2022) 

 

 QTD 1 Year Since Inception 
(Annualized)  

Composite Net Return*  0.33 13.83 37.63 

Composite Gross Return 0.58 14.39 38.14 

Russell 3000 Index -5.28 11.92 25.62 
*Non-fee paying portfolio assets were 40.59% of the composite assets as of March 31, 2022. 
 

We thank you for your support and partnership. 

Sincerely, 

 

Ric Dillon 
CEO & CIO 
 

 

1Source: https://www.ustreasuryyieldcurve.com/charts/treasuries-time-series 
 
 

 
VELA Investment Management, LLC is a registered investment adviser. Information presented is for educational purposes 
only and does not intend to make an offer or solicitation for the sale or purchase of any specific securities, investments, or 
investment strategies. Investments involve risk and unless otherwise stated, are not guaranteed. Be sure to first consult with 
a qualified financial adviser and/or tax professional before implementing any strategy discussed herein. Past performance 
is not indicative of future performance. 



 
Composite Description: The “All Cap Concentrated – Combined Composite” includes all pooled funds and all fee paying and 
non-fee paying, taxable and tax-exempt, segregated accounts that seek to provide long-term capital appreciation by investing 
in a concentrated portfolio of equity investments of companies of any size market capitalization that the portfolio manager(s) 
believe are undervalued. The Russell 3000 Index (total return) serves as the composite’s benchmark due to the composite’s 
broad market capitalization and domestic company focus. Securities in the strategy are identified using a valuation-oriented, 
fundamental analysis approach. Key material risks include equity market risk, small cap and mid cap company risk, 
concentration risk, and the general risk that the composite will underperform its benchmark. The composite inception date 
is July 1, 2020 and the composite creation date is January 8, 2021. 

Performance Calculation: Returns presented are time-weighted returns (TWR). Valuations are computed and performance 
is reported in U.S. dollars. The composite results reflect the reinvestment of dividends, capital gains, and other earnings. 
Composite returns and benchmark returns are presented gross of withholding taxes on dividends, interest income and 
capital gains. 

Fees: Segregated Accounts: Gross returns are presented before management fees and custodial fees (if applicable) and 
reflect the deduction of actual transaction costs. The management fee schedule for segregated accounts is as follows: 0.75% 
on all assets, billed quarterly in arrears. Net returns are calculated using actual fees and deducting management fees from 
the monthly gross return when the quarterly management fee is assessed, generally on the final day of the last month of 
each calendar quarter (i.e. March, June, September, and December). Some accounts in the composite pay performance-
based fees (based on relative performance to the benchmark) as part of the overall management fee structure. These 
performance-based fees are accrued on a quarterly basis and are reflected in the composite’s net return consistent with the 
timing/fee methodology described above.  

Non-fee-paying portfolios are included in the composite, and the percentage of non-fee-paying portfolio assets as a 
percentage of composite assets is presented as of 3/31/2022. Composite and benchmark returns are presented gross of 
non-reclaimable withholding taxes. 

The Russell 3000 TR Index is a market-capitalization-weighted equity index maintained by FTSE Russell that tracks the 
performance of the 3000 largest U.S. traded stocks across all market sectors, inclusive of dividends, capital gains, 
distributions, and interest. You cannot invest directly into an index.  

Performance includes reinvestment of dividends and other earnings.  
 


