
The Markets 
 
Globally stocks rallied in December recouping November declines and then some as early data suggested that the health impact of the Omicron variant was 
less severe than initially feared.  
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Here are the selected updated market stats: 
 

Index 12/31/2021 12/31/2020 12/31/2019 12/31/2010 12/31/2000 
DJIA 36,338 30,606 28,538 11,578 10,788 
NASDAQ 15,645 12,888 8,973 2,653 2,292 
S&P 500 4,766 3,756 3,231 1,258 1,320 
MSCI EAFE 2,336 2,148 2,037 1,658 1,405 
10 Yr UST Yield 1.51% 0.91% 1.77% 3.31% 5.11% 

 

** Source: Yahoo Finance, MSCI.com 
 
Summary 
 
Stocks got off to a volatile start in December as investors worried about Omicron’s transmissibility and severity. As the data arrived, those fears began to 
ease and a Santa Claus rally ensued. Stocks rallied and ended the year near all-time highs, cementing a solid year of gains for investors. 
 
Markets were also rattled by Fed Chair Jerome Powell’s testimony to Congress that the economy was strong enough to allow the Fed to move up its bond 
purchase taper schedule. While investors were expecting the Fed’s news, Powell’s testimony generated added uncertainty over just how sharp and rapid that 
pivot would be. 
 
At its mid-December meeting, the Federal Open Market Committee said that it would quicken its tapering of monthly bond purchases from $15 billion a 
month to $30 billion a month. This acceleration in tapering meant that asset purchases by the Fed would likely end by March 2022. The Fed further signaled 
that it may consider up to three rate hikes, the first of which would likely occur sometime after bond tapering was completed. 
 
Sector Scorecard 
 
All industry sectors posted positive performances last month with gains in Communications Services (+4.51%), Consumer Discretionary (+0.24%), 
Consumer Staples (+8.96%), Energy (+1.41%), Financials (+3.06%), Health Care (+9.06%), Industrials (+4.55%), Materials (+6.57%), Real Estate 
(+9.09%), Technology (+3.56%), and Utilities (+8.45%). 
 
Indicators 
 
Gross Domestic Product: The final reading of GDP growth showed an upward revision to 2.3% from its prior estimate of 2.1%. 
 
Employment: The employment picture was mixed in November. Nonfarm jobs increased by a disappointing 210,000 but the unemployment rate fell to 
4.2% as almost 600,000 Americans joined the workforce. 
 
Retail Sales: Retail purchases rose 0.3%, which was below expectations. The slight increase lends credence to the idea that October’s big jump was partly 
due to Americans buying early in response to possible inventory shortages. 
 
Industrial Production: Industrial production increased by 0.5%, reaching its highest level since January 2019. Manufacturing output was strong, rising 
0.7% on a solid rebound in the auto sector. 
 
Housing: Housing starts increased 11.8% in November, which was above the consensus estimate of 3.0%. Existing home sales climbed 1.9% from October, 
though they slipped 2.0% from November 2020. New home sales rose 12.4%, reaching a seven-month high. Strong demand lifted the median sales price 
18.8% from a year ago. 
 
Consumer Price Index: Consumer prices jumped at a rate not seen in nearly 40 years, rising 0.8% from the previous month and 6.8% from a year ago. It is 
the sixth consecutive month that inflation has exceeded 5%. Core inflation (excluding the more volatile food and energy prices) came in lower but still 
posted its sharpest jump since 1991. 
 
Durable Goods Orders:  Orders of goods designed to last three years or more rose 2.5%, driven by a strong increase in commercial aircraft orders. 
 
The Fed  
 
Among the comments from the Fed was this: “The Committee would be prepared to adjust the stance of monetary policy as appropriate if risks emerge that 
could impede the attainment of the Committee’s goals. The Committee’s assessments will take into account a wide range of information, including readings 
on public health, labor market conditions, inflation pressures and inflation expectations, and financial and international developments.” 
 
There is obviously an attempt by the Fed to be transparent, but there is a lack of commitment and agreement on how soon and how fast Fed tapering should 
occur.  
 
World Markets 
 
Despite higher Omicron infections in Europe and isolated shutdowns in China, the MSCI-EAFE Index advanced almost 5% in December. Major European 
markets rebounded sharply from November losses, with gains in France (+6.43%), Germany (+5.20%), and the U.K. (+4.61%). Pacific Rim stocks had less 
impressive gains. Japan’s Nikkei index rose 3.49% while Australia’s ASX 200 gained 2.60%. China’s Hang Seng index lost 0.33%. 
 
What Investors May Be Talking About in January 2022 



 
In the coming weeks, investors are expected to focus on fourth-quarter gross domestic product, scheduled for release on January 28. The Federal Reserve 
Bank of Atlanta, which models estimated GDP growth in real-time, said in late December it expects 7.6% growth. A strong GDP would confirm 
expectations of a rebound from the Delta variant-induced slowdown in the third quarter. 
 
Fourth-quarter corporate earnings season will also kick off in January. According to FactSet, a financial data provider, consensus estimates are for a 20.9% 
percent growth in corporate earnings. The extent that earnings disappoint or exceed expectations may drive how markets view current stock price valuation 
levels. 
 
After a fantastic year for investors that was 2021, now the focus turns to 2022. Will we see a repeat of 2021? The chances of such strong markets back-to-
back are slim. We are likely to see earnings growth level down from the COVID snapback over the past year+, and that may temper investor enthusiasm. 
One issue remains, and that’s where else can investors go. With the Fed holding rates at depressed levels, few other options appear attractive. Bankrate.com 
reports that the national average CD rate stood at just over 0.10% as of 1/1/2022, which is a guaranteed loser in terms of real return (return less tax less 
inflation). Sitting in cash also remains a non-viable alternative for long-term investors (~ 0.01% is a sure way to lose the purchasing power). While smart 
investing is always appropriate, today more than most times it’s absolutely imperative! By smart I specifically mean that we want to take ownership risk 
with our longer-term investments (5 years+) and be much more conservative with our short-term investments (0 – 2 years). We should be prepared for stock 
market volatility, as I believe 2022 will likely give us a good share of just that. That’s no reason to be pessimistic, as volatility is a vital part of why we get 
paid handsomely to be long-term focused investors. If we protect ourselves and our short-term cash flow requirements and let the compounding engine of the 
markets drive our long-term investment decisions, we will be position well for the future. I encourage you to call us with any updates and concerns as we 
look optimistically toward 2022! 
 


