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• In December, the Dow Industrials gained 3.4% and the Nasdaq Composite advanced 5.7%
• On a quarterly basis, the Dow Industrials gained 2,824 points (+10.7%) and the Nasdaq Composite surged 15.6%.
• Since plunging to the March bear market low, the S&P 500 has risen 70.2%, the Dow Industrials rebounded 67.4%,
and the Nasdaq Composite has surged 89.1%.
• U.S. crude oil futures gained 7% last month as demand outlook improved, extending 4Q gains to over 20%. Yet
due to COVID-19, U.S. oil is down 20.5% from the end of 2019.
• Gold posted its best annual gain in a decade, up almost 25% for the year, while silver prices surged over 47%.
Precious metals were aided by a weaker U.S. dollar that ended near a three-year low.
The S&P 500 and Dow Industrials wrapped up a roller-coaster year at new all-time highs, a surprising finish given the
U.S. plunged into a recession caused by the COVID-19 pandemic that continues to plague the world. Despite ending the
year with the highest single-day viral death toll of over 3,900, Wall Street investors embraced news that over 3.17 million
coronavirus vaccinations have been administered in the U.S. and 10.3 million worldwide. Among the three major U.S.
equity averages, the Nasdaq Composite performed best in 2020, up 44.9%, more than twice the S&P 500’s 18.4% return
and more than four times the Dow Industrials’ 9.7% full-year gain.
The unprecedented recovery is due to record low interest rates, free-flowing liquidity backed by asset purchases from the
Federal Reserve and two major Congressional fiscal stimulus programs that act to backstop the economy. Upon the early
2020 onset of the pandemic, the S&P 500 suffered a 34% market plunge in just 33 calendar days (3x faster than the bear
market of 1987), yet the index fully recovered those losses in less than five months, the third-fastest recovery on record.
Along the way, the S&P 500 set 33 new all-time highs amid twice the historical average volatility.
The small cap-focused Russell 2000 Index solidly outperformed relative to large cap S&P 500 stocks by over a 19%
differential last quarter and over 1.5% for the year. Russell Mid Cap stocks also outperformed large caps, but trailed
small caps, gaining 19.9% during the fourth quarter and 17.1% YTD. As shown below in the style box performance,
Small Cap Value stocks nearly tripled the performance of Large Cap Growth stocks during the fourth quarter (+33.4% vs.
+11.4%), while for the year, Large Cap Growth performed best (+38.5%), widely overshadowing Large Cap Value
(+2.8%) and Small Cap Value (+4.6%).
In the sector performance tables below, Financials and Energy were among the major beneficiaries during the sector
rotation toward value stocks during the final three months of the year. Technology, Consumer Discretionary, and
Communication Services remained this year’s best performers. Not making an appearance in the tables below,
Healthcare returned 3.9% last month, extending fourth quarter and full year 2020 gains respectively to 8.0% and 13.5%.
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Internationally, overseas EAFE developed markets outperformed relative to the U.S. benchmark by a
3.9% differential in the fourth quarter. Emerging markets performed even better, rising to its highest level
since 2007 and outpacing the S&P 500 by nearly 7.6%. Globally, the MSCI All-Country World Index advanced 14.7% last
quarter, while world stocks excluding U.S. performance advanced 17.0%.
U.S. Treasurys, as measured by the Bloomberg Barclays U.S. Government Bond Index, lagged in December and the fourth
quarter, falling 0.2% and 0.8% respectively, trimming full-year gains to 7.9%. Likewise, long-term U.S. government bonds
also trimmed their YTD gains to 17.5% from 21.13% at the end of the third quarter.
In other fixed-income assets, investment-grade bonds of all types (as measured by the Bloomberg Barclays U.S. Aggregate
Bond Index) outperformed relative to purely safe-haven government debt, up 0.7% in the fourth quarter. Municipal
bonds outperformed other investment-grade bonds last quarter, returning 1.8%. Risk appetites extended into the fourth
quarter for non-investment grade high-yield debt as the Bloomberg Barclays U.S. Corporate High Yield Index climbed
6.5%. Its three straight quarterly rallies were underpinned by the Fed’s ongoing asset purchases of high-yield bonds.
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