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Key Takeaways 
• News of Omicron prompted an initial shock in early December, but markets quickly rebounded and continued to rally as investors 

dismissed concerns.  

• European officials tightened restrictions in response to the rapid spread of Omicron, while China faces challenges maintaining its 

“zero Covid” measures amidst the new variant. 

• Despite ongoing health concerns around Covid-19, the S&P 500 gained 28.7% this year and real assets continue to benefit from the 

reflation trade.  Commodities and Natural Resource Equities performed well as economic activity and inflation picked up.  

• Core bonds managed a slightly positive quarter as interest rates movements were relatively muted despite central banks indicating 

plans to curb bond purchases and alerted markets to the possibility of raising rates sooner rather than later.  Municipal bonds posted 

modest gains in 2021 while most other core bond indices ended the year underwater.  

• The CBOE Volatility Index, a measure of investor fear, fell dramatically in December after spiking at the initial news of Omicron. 

 

 
 Index Performance (as of 12/31/2021) 
 

      4th Quarter Year-to-Date One-Year   
Equity           

U.S. Large Cap  11.0% 28.7% 26.1%   
U.S. Small Cap  2.1% 14.8% 20.0%   
Developed Non-U.S.  2.7% 11.8% 14.1%   
Emerging Market  -1.2% -2.2% 11.3%   

Real Assets           
Real Estate  8.5% 22.6% 11.9%   
Commodities  -1.6% 27.1% 9.9%   
Natural Resource Equities 8.1% 39.9% 10.1% 

 

Fixed Income           
Core Plus       
U.S. High Yield Debt  0.7% 5.3% 8.8%   
Emerging Market Debt  -2.5% -8.8% 2.1%   
Core Bonds      
U.S. Aggregate Bonds  0.0% -1.5% 4.8%   
U.S. Treasuries  0.2% -2.3% 4.1%   
U.S. Municipal Bonds  0.2% 0.5% 3.4%   

      Current Prior Month One-Year Ago   
Month-End Values/Yield           

CBOE Volatility Index  17.2 27.2 22.8   
10-Year Treasury Yield   1.5% 1.4% 0.9%   
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Quarterly Commentary 

 

• The labor market remains challenging for employers with over 11 million job openings and continued wage pressures.  Americans 

are quitting their jobs in record numbers (over 4.2 million quit in November).  

• The Infrastructure Investment and Jobs Act was put into place on November 15th, providing a further boost to the labor market. 

• Inflation rose at a 6.8% annualized rate in November, the fastest pace since 1982.  Increased consumer demand for goods combined 

with ongoing supply chain issues and heightened transportation costs have caused the Fed to reconsider its “transitory” expectations.   

• During December’s FOMC meeting, Chairman Powell announced a quicker pace of tapering the Fed’s bond purchases, which will 

now end by March 2022.  Markets are expecting as many as three 25 basis point rate hikes in 2022. 

• Despite the Omicron variant, recovery trends are continuing as the global economy is in much better shape than it was last year.  

• The focus in 2022 will be on inflation and interest rates as investors dwell on the potential for another year of negative real returns 

in fixed income. 

 

 

Index Performance (as of 12/31/2021) 

 

  

-1.00%

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

8.00%

12
/1

/2
01

1

4/
1/

20
12

8/
1/

20
12

12
/1

/2
01

2

4/
1/

20
13

8/
1/

20
13

12
/1

/2
01

3

4/
1/

20
14

8/
1/

20
14

12
/1

/2
01

4

4/
1/

20
15

8/
1/

20
15

12
/1

/2
01

5

4/
1/

20
16

8/
1/

20
16

12
/1

/2
01

6

4/
1/

20
17

8/
1/

20
17

12
/1

/2
01

7

4/
1/

20
18

8/
1/

20
18

12
/1

/2
01

8

4/
1/

20
19

8/
1/

20
19

12
/1

/2
01

9

4/
1/

20
20

8/
1/

20
20

12
/1

/2
02

0

4/
1/

20
21

8/
1/

20
21

Rolling 12-month Inflation (CPI)

CPI-U FED Target Rate



 

Sources: Bloomberg, Morningstar, treasury.gov. S&P Dow Jones Indices.  

You cannot invest directly in an index; therefore, performance returns do not reflect any management fees. Returns of the indices include the reinvestment of all dividends and income, 
as reported by the commercial databases involved. Returns over one year have been annualized. 

Page 3 

TH E M ODE RN FAM ILY OFF I CE ™

Disclosures  

Past Performance Is No Guarantee Of Future Performance.  Any opinions expressed are current only as of the time made and are subject to 

change without notice. This report may include estimates, projections or other forward-looking statements, however, due to numerous factors, 

actual events may differ substantially from those presented. The graphs and tables making up this report have been based on unaudited, 

third-party data and performance information provided to us by one or more commercial databases. Additionally, please be aware that past 

performance is not a guide to the future performance of any manager or strategy, and that the performance results and historical information 

provided displayed herein may have been adversely or favorably impacted by events and economic conditions that will not prevail in the 

future. Therefore, it should not be inferred that these results are indicative of the future performance of any strategy, index, fund, manager 

or group of managers. While we believe this information to be reliable, Pathstone bears no responsibility whatsoever for any errors or 

omissions.  Index benchmarks contained in this report are provided so that performance can be compared with the performance of well-

known and widely recognized indices. Index results assume the re-investment of all dividends and interest. Moreover, the information 

provided is not intended to be, and should not be construed as, investment, legal or tax advice. Nothing contained herein should be construed 

as a recommendation or advice to purchase or sell any security, investment, or portfolio allocation. Any investment advice provided by 

Pathstone is client specific based on each clients' risk tolerance and investment objectives. This presentation is not meant as a general guide 

to investing, or as a source of any specific investment recommendations, and makes no implied or express recommendations concerning the 

manner in which any client's accounts should or would be handled, as appropriate investment decisions depend upon the client's specific 

investment objectives.  

  

U.S. Large Cap Equity is represented by the S&P 500 Index, with dividends reinvested. U.S. Small Cap Equity is represented by the Russell 

2000 Index. Developed Non-U.S. Equity is represented by the MSCI EAFE Index. Emerging Market Equity is represented by the MSCI EM Index. 

Real Estate is represented by the S&P Global Property Index. Commodities are represented by the Bloomberg Commodity Index. Natural 

Resource Equities are represented by the S&P North American Natural Resources Index. U.S. High Yield Debt is represented by the Bloomberg 

Barclays U.S. Corporate High Yield Index. Emerging Market Debt is represented by the JPM GMI-EM Global Diversified Index. U.S. Aggregate 

Bonds is represented by the Bloomberg Barclays U.S. Aggregate Bond Index. U.S. Treasuries is represented by the Bloomberg Barclays U.S. 

Treasury Index.  U.S. Municipal Bonds is represented by the Bloomberg Barclays Municipal 1-10yr Index. 
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