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The bull market marched on in December 2021, 
marking multiple new record highs on its way to a 
4.48% return for the month, an 11% return for the 
quarter, and a whopping 28.71% return for 2021. 
The S&P 500 sits deeply in triple digit territory 
(+117%) since the Covid recovery rally began in 
March 2020 and has been far and away the top 
performing major equity index and market globally. 
Small caps, depending on your index, were up nicely 
in December as well with the R2000 +2.2% while 
the S&P 600 closed up 4.53% (slightly edging 
out the S&P 500). Developed international equity 
markets slightly outperformed their U.S. counterpart, 
closing up 5.1% in December while emerging markets 
managed only 1.9% gains thanks primarily to lagging 
returns from China (-3.2%) and Russia (-2.3%). U.S. 
interest rates edged slightly higher with the 10yr UST 
closing just above 1.5% while a strong rally in WTI oil 
(+13.6%) and industrial metals pushed commodity 
markets higher for the month. The USD weakened 
slightly versus most major currencies in December 
but finished the quarter (+1.53%) and year (+6.37%) 
firmly higher.

Key market drivers as we head into 2022 include 
sizing up the ‘stickiness’ of inflation data, key central 
bank policy decisions, and the forward trajectory 
of both corporate earnings and overall economic 
activity. Overall, we feel the economy remains on 
a clear recovery path out of the Covid induced 
recession with more to come as the world slowly 
migrates back closer toward more ‘pre-pandemic’ 
economic behaviors.

Market Anecdotes

•	 The S&P 500 notched its 70th record closing  
high during 2021, coming up just short of 1995’s 
all-time record number of closing highs of 77.  
Not bad.

•	 S&P 500 index concentration remains at an 
extreme with Apple (6.9%) the largest issuer on 
record and the top 10 companies representing a 
whopping 30% of the index. That said, Goldman 
Sachs noted that five of the largest stocks in the 
S&P 500 account for over half of the index gain 

since April and almost one-third of the index gain 
on the year.

•	 It was a busy month for world central bankers as 
they grappled with 40-year high inflation readings 
thanks to re-emergence of demand in the face of 
Covid induced labor and goods supply issues. The 
Fed and BOE are clearly leaning more hawkishly 
while the ECB, BoJ, and PBOC have remained 
relatively patient or in the case of PBOC even 
more accommodative.

•	 ‘How hawkish and how sticky’ might be the two 
questions of the year in 2022. Final composition 
of FOMC voters is unclear with the voting rotation 
taking place at the January FOMC meeting 
introducing new Cleveland, Boston, St. Louis, and 
Kansas City regional voting Presidents. POTUS 
is also expected to name a new Fed banking 
regulator in early January.

•	 The Fed’s ‘conditioning’ of the market to price in 
a faster pace of tapering and earlier rate hikes 
which began in November, continued in earnest 
throughout December culminating in a formal 
mid-month FOMC confirmation of sorts.

•	 All things equal, it’s clear that emergency Fed 
policy is clearly no longer necessary. Markets took 
the 2x increased pace of taper and commensurate 
earlier potential for rate hikes in stride. A move 
toward a June liftoff with March as a distinct 
possibility is now the Fed base case.

•	 The BOE became the first major central bank 
to hike rates since the onset of the pandemic. 
Catalysts for the hike included a 10-year high 
inflation reading accompanied by another robust 
jobs number.

•	 The PBOC injected $188b into the Chinese 
banking system and made a 5bps rate cut during 
December in what were largely symbolic moves 
to signal a supportive bias given the below 
trend growth backdrop they’re experiencing 
domestically.

•	 December saw Washington DC pass a $768b 
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National Defense Authorization Act, lift the debt 
ceiling past the midterm elections, and make 
moves to avoid another government shutdown.

•	 Odds of the ‘Build Back Better’ reconciliation 
spending bill passing during Q1 are at 58% with 
the biggest odds on the size of the package at 
35% assigned to <$600b and 17% assigned to the 
$1.6t-$1.8t range.

•	 European power prices are hitting record highs 
with high natural gas prices, nuclear power 
outages, and straining power grids combining for a 
perfect storm.

Economic Release Highlights

•	 December’s U.S. flash PMI (C, M, S) registered 
56.9, 57.8, 57.5 which remained solidly in 
expansionary territory but came in slightly under 
consensus estimates.

•	 December’s Non-U.S. flash PMIs (C, M, S) for 
Japan registered 51.8, 54.2, 51.1, the Eurozone at 
53.4, 58.0, 53.3, and China at 53.0, 50.9, 53.1.

•	 December’s ISM Manufacturing and Services 
Indexes registered 58.7 and 62.0 respectively, 
both expansionary but short of consensus 
estimates.

•	 The December Employment Report registered 
199,000 jobs added, well short of expected 
400,000. Unemployment Rate came in at 3.9% vs 
4.1 expected.

•	 The Personal Income and Outlays revealed YoY 
headline and core PCE inflation at 5.7% and 
4.7%, at and slightly higher than consensus. 
MoM figures of 0.6% and 0.5% rose at the same 
clip as the prior month and were also in line with 
expectations. Personal Consumption Expenditures 
of 0.6% cooled off from prior month’s 1.3.% level 
but was forecasted accordingly.

•	 Existing Home Sales rose 1.9% MoM to a 6.46mm 
annual rate, continuing a trend of reacceleration 
we’ve seen over recent months. New Home Sales 
of 744k came in within consensus range but under 
forecast of 770k.

•	 December’s Consumer Confidence reading came 
well above consensus (115.8 vs 110.7) and beyond 
the high end of consensus range after a slight 
decline in November.

Positioning

With growth/inflation feeling more like mid-cycle 
and monetary policy more early cycle, one can 
deduce this has subsidized risk taking, should 
translate to more normalized levels of volatility 
looking forward, and that risk assets may be slightly 
ahead of fundamentals. That said, we remain 
constructive on equity markets, certainly relative to 
bond market outlook and continue to favor defensive 
technology, financials, semiconductors, select 
European exposure, small caps, and reopening areas 
of the market while fading rate sensitive (utilities, 
REITs) and high valuation (select tech and shadow 
tech) areas.

We expect persistent supply and demand 
imbalances, including labor markets, to result in 
a ‘stickier’ inflation backdrop than desired by the 
Fed with the ECB joining the more hawkish ranks 
in the latter half of 2022. Lastly, based on current 
information, we do not expect the current Omicron 
Covid surge to derail the economy or capital markets 
but rather to factor in marginally by extending supply 
chain and labor market distortions throughout the 
first quarter.

We are maintaining an overweight to global equities 
and underweight fixed income. Within equity 
markets, we are favoring developed equity markets, 
particularly Europe and the U.S. over a 12-18 month 
horizon and feel fixed income investors should 
maintain a modestly short duration and remain 
overweight credit sectors.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be 
no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies 
recommended or undertaken by Opal Wealth Advisors, LLC [“OWA]), or any non-investment related content, made reference to directly or indirectly in this 
commentary will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove 
successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions 
or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, 
personalized investment advice from OWA. OWA is neither a law firm, nor a certified public accounting firm, and no portion of the commentary content should be 
construed as legal or accounting advice. A copy of the OWA’s current written disclosure Brochure discussing our advisory services and fees continues to remain 
available upon request or at www.opalwealthadvisors.com. Please Remember: If you are a OWA client, please contact OWA, in writing, if there are any changes 
in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or 
if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services. Unless, and until, you notify us, in writing, to the 
contrary, we shall continue to provide services as we do currently. Please Also Remember to advise us if you have not been receiving account statements (at least 
quarterly) from the account custodian.

Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, 
and generally do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the 
incurrence of which would have the effect of decreasing historical performance results. It should not be assumed that your OWA account holdings correspond 
directly to any comparative indices or categories. Please Also Note: (1) performance results do not reflect the impact of taxes; (2) comparative benchmarks/
indices may be more or less volatile than your OWA accounts; and, (3) a description of each comparative benchmark/index is available upon request.

Opal Wealth Advisors / 2 Jericho Plaza / Suite 208 / Jericho, NY 11753 / t. 516.388.7980 / f. 516.388.7968 / opalwealthadvisors.com

 

 

 
This communication is provided for informational purposes only and is not an offer, recommendation or solicitation to buy or sell any security or other 
investment.  This communication does not constitute, nor should it be regarded as, investment research or a research report, a securities or investment 
recommendation, nor does it provide information reasonably sufficient upon which to base an investment decision.  Additional analysis of your or your 
client’s specific parameters would be required to make an investment decision. This communication is not based on the investment objectives, strategies, 
goals, financial circumstances, needs or risk tolerance of any client or portfolio and is not presented as suitable to any other particular client or portfolio. 
 

 THE NUMBERS 

Equity Level 1 Mo 3 Mo YTD 1 Yr 3 Yr Commodities 12/31/21 10/31/21 7/31/21 4/30/21
Dow Jones 36338 5.53 7.87 20.95 20.95 18.49 Oil (WTI) 75.99 83.50 73.93 63.50
NASDAQ 15645 0.74 8.45 22.18 22.18 34.26 Gold 1805.90 1769.20 1825.80 1767.70
S&P 500 4766 4.48 11.03 28.71 28.71 26.07
Russell 1000 Growth 2.11 11.64 27.60 27.60 34.08 Currencies 12/31/21 10/31/21 7/31/21 4/30/21
Russell 1000 Value 6.31 7.77 25.16 25.16 17.64 USD/Euro ($/€) 1.13 1.16 1.19 1.21
Russell 2000 2.23 2.14 14.82 14.82 20.02 USD/GBP ($/£) 1.35 1.37 1.39 1.38
Russell 3000 3.94 9.28 25.66 25.66 25.79 Yen/USD (¥/$) 115.17 114.03 109.70 109.33
MSCI EAFE 5.13 2.74 11.78 11.78 14.08
MSCI Emg Mkts 1.92 (1.24) (2.22) (2.22) 11.32 Treasury Rates 12/31/21 10/31/21 7/31/21 4/30/21
Fixed Income Δ Yield 1 Mo 3 Mo YTD 1 Yr 3 Yr 3 Month 0.05 0.05 0.06 0.01
US Aggregate 1.77 (0.04) (0.06) (0.37) (0.37) (0.94) 2 Year 0.73 0.48 0.19 0.16
High Yield 4.27 (0.16) (0.18) (0.85) (0.85) (1.64) 5 Year 1.26 1.18 0.69 0.86
Municipal 1.71 (0.04) (0.09) (0.20) (0.20) (0.54) 10 Year 1.52 1.55 1.24 1.65

30 Year 1.90 1.93 1.89 2.30
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