
Market Commentary Market Data
Index Total Returns (%)

Equity Indices Close 1 Month Q4 1 Year 3y Cum.
S&P 500 4,766 4.5% 11.0% 28.7% 100.4%
Dow Jones Indus. Avg. 36,338 5.5% 7.9% 20.9% 66.3%
NASDAQ 15,645 0.7% 8.4% 22.2% 142.0%
S&P Midcap 400 2,842 5.1% 8.0% 24.8% 79.0%
Russell 2000 (Small Cap) 2,245 2.2% 2.1% 14.8% 72.9%
MSCI EAFE (Int'l Dev Mkt Eq) 2,336 5.1% 2.7% 11.8% 48.4%
MSCI EM (Emerging Mkt Eq) 1,232 1.9% -1.2% -2.2% 38.0%

Index Total Returns (%)
Fixed Income Yield 1 Month Q4 1 Year 3y Cum.
10y U.S. Treasuries 1.51% -0.4% 0.7% -3.6% 16.1%
U.S. Bonds (Aggregate) 1.75% -0.3% 0.0% -1.5% 15.1%
Global Bonds 1.31% -0.1% -0.7% -4.7% 11.2%
U.S. Munis 1.11% 0.2% 0.7% 1.5% 14.9%
U.S. Investment Grade Corp 2.33% -0.1% 0.2% -1.0% 24.6%
U.S. High Yield Corporates 4.21% 1.9% 0.7% 5.3% 28.9%

Levels (%)
US Interest Rates 12/31/21 11/30/21 9/30/21 12/31/20 12/31/18
2y Treasuries 0.73 0.57 0.28 0.12 2.49
10y Treasuries 1.51 1.44 1.49 0.91 2.68
30y Treasuries 1.90 1.79 2.04 1.64 3.01
3m LIBOR (USD) 0.21 0.17 0.13 0.24 2.81
30y Fixed Mortgage 3.11 3.10 3.01 2.67 4.55
Prime Rate 3.25 3.25 3.25 3.25 5.50

Levels
Commodity Prices 12/31/21 11/30/21 9/30/21 12/31/20 12/31/18
Oil (WTI) 75.21 66.18 75.03 48.52 45.41
Gasoline 3.29 3.39 3.19 2.25 2.26
Natural Gas 3.73 4.57 5.87 2.54 2.94
Gold 1,829 1,775 1,757 1,898 1,282

Levels
Currency Crosses 12/31/21 11/30/21 9/30/21 12/31/20 12/31/18
$ per £ 1.35 1.33 1.35 1.37 1.28
$ per € 1.14 1.13 1.16 1.22 1.15
¥ per $ 115.1 113.2 111.3 103.3 109.7
$ per Bitcoin 46,334 57,139 43,436 28,996 3,674

Macroeconomic Data Value Date
Fed Funds Target (Lower) 0.00% 12/31/21
Inflation (Core PCE Defl) 4.7% 11/30/21
Unemployment (U-3) 4.2% 11/30/21
GDP Growth (Q/Q SAAR) 2.3% 09/30/21
ISM Manufacturing PMI 61.1 11/30/21 Data Sources:
Consumer Confidence 115.8 12/31/21 Bloomberg, Factset

Albion's Dashboard of Key Leading Economic Indicators as of 12/31/21

Legend: ● = All Clear; ● = Minor Concern; ● = Strong Warning

2021 S&P 500 Total Return by Sector

Year-End 2021 Market Recap

2021 Recap:

*Economy & Earnings - US GDP growth slowed to +2.3% annualized in Q3 as 
supply constraints and a surge in covid-19 case counts impacted economic 
activity. Despite the slower growth, EPS for the S&P 500 is still expected to 
rise to an all-time calendar year record in 2021.

*Equity Valuation - The S&P 500's forward P/E of 21x is above the historical 
average, and long-term valuation metrics like CAPE (cyclically adjusted P/E 
ratio) suggest that compound annual returns over the coming decade are 
likely to be in the single digits. That said, lower-than-historical equity returns 
may be justified in the context of ultra-low yields on alternatives like bonds 
and cash.

*Interest Rates - Rates remain very low by historical standards, supporting 
equity valuations and lowering corporate borrowing costs.

*Inflation - Inflation is currently high on a y/y basis as supply chain disruptions 
and labor shortages have impacted input costs for many businesses. The Fed 
recently indicated that its average inflation-targeting objective has been met, 
and has accelerated its asset purchase tapering as a precursor to raising short-
term interest rates in order to tame inflationary pressures.

Albion's "Four Pillars":

SARS-CoV-2: The world experienced a number of twists and turns in the 
pandemic during the course of 2021. Vaccine rollouts during the first half of 
the year drove case counts lower in much of the developed world. The 
summer and early fall were dominated by the delta variant, which proved 
especially deadly for the unvaccinated. Omicron emerged in late November 
and quickly became dominant worldwide thanks to its ability to evade the 
initial protection from vaccines. Thankfully, evidence soon emerged that 
existing vaccines (and especially boosters) still provide significant protection 
against severe disease and death, and also that omicron is more likely to 
cause mild covid even in the absence of any protection from vaccines or 
previous infection.

Economy: The US economy grew rapidly in the first half of the year, but the 
pace of growth slowed in Q3 as the delta variant snarled supply chains 
worldwide. At year-end, consensus estimates for 2021 US GDP growth stand 
at +5.6%, which would be the highest since 1984. Housing and labor markets 
remain strong, jobs are plentiful (even if workers are not), household and 
corporate balance sheets are flush with cash, and demand for most goods 
and services is robust. At the same time, supply chain bottlenecks and 
persistent labor shortages are causing inflation to run hot, at levels not seen in 
the US in more than 30 years.

Bond market: Bonds had a challenging 2021 as yields began to normalize 
from ultra-low levels coming into the year. But despite much hand-wringing 
about inflation, 10y and 30y Treasury yields actually peaked in March and the 
curve flattened as the year progressed. By year-end, investors were pricing in 
three rate hikes in 2022 as the Fed rapidly winds down its asset purchase 
programs. Meanwhile, credit spreads compressed as pandemic-driven default 
risk abated, cushioning price declines for investment grade corporate bond 
holders and generating strong returns in riskier high yield bonds.

Stock market: US stocks capped an excellent year with a strong December 
finish. Outperforming sectors in 2021 included energy (+54.4%), real estate 
(+46.1%), financials (+34.9%), and tech (+34.5%). International stocks lagged, 
particularly emerging markets which collectively finished slightly lower on the 
year. Much of the drag in E/M came from China, which experienced multiple 
waves of regulatory scrutiny that caused investors to dial back their growth 
assumptions for many Chinese companies.
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Stock Market

Initial Jobless Claims (199k) - Stronger: weekly claims are at pandemic lows

Conference Board LEI (+9.8%) - Stronger: 9 consecutive months of sequential improvement

Building Permits (1,717k) - Steady: housing activity is now above pre-pandemic levels

Corporate Bond Spreads (0.87%) - Steady: IG spreads stable after initial omicron-led volatility

Treasury Yield Curve (+78bp) - Weaker: 2s10s curve flattened on omicron & Powell pivot

Consumer Confidence (115.8) - Steady: stable through Q4 after delta-driven summer pullback

Real Final Sales (+5.1%) - Weaker: pullback in Q3 on supply constraints and covid-19 surge

54.4%
46.1%

34.9% 34.5%
28.7% 27.3% 26.1% 24.4% 21.6% 21.1% 18.6% 17.7%
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