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We’ve been seeing a lot of cartoons and jokes lately  
about how it has felt like Groundhog Day, with 2021 being 
basically a repeat of 2020.  The reference, of course, is to 
the Covid pandemic, which raged through 2020 and then, 
when we all expected a return to normalcy, once again 
peaked (twice) during 2021 with the Delta and Omicron 
variants.   But the Groundhog Day analogy could just as  
easily be applied to U.S. equity markets.

It was another strong year, particularly for the S&P 500 
index of large company stocks, which gained 11.03% in the 
fourth quarter to close out a strong year up 28.71%.
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Quarter         YTD      1 Year       3 Years
MSCI EAFE (NR)    2.69         11.26      11.26         13.54
MSCI EM (NR) -1.31 -2.54       -2.54      10.94

Source: Morningstar Direct; See disclosures for important benchmark information

        Quarter       YTD        1 Year       3 Years
S&P 500 Index (TR)        11.03     28.71         28.71          26.07
Russell 2000 (TR)             2.14     14.82         14.82          20.02 
Wilshire U.S. REIT (TR)   17.14       46.18     46.18        19.19

Source: Morningstar Direct; See disclosures for important benchmark information

Quarter     YTD       1 Year      3 Years
Barclays  US Aggregate Bond (TR)   0.01     -1.54       -1.54        4.79 

Source: Morningstar Direct; See disclosures for important benchmark information
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The foreign markets were positive but not quite as generous 
to investors. The broad-based EAFE index of companies in  
developed foreign economies gained 2.69% in the final quarter 
of 2021, to finish up 11.26% in dollar terms for the year.   

Emerging market stocks of less developed countries, as 
represented by the EAFE EM index, lost 1.31% in the final quar-
ter contributing to a 2.54% slide in dollar terms for the year.

In the bond markets, yields on 10-year Treasury bonds rose 
modestly during the year, from 0.95% a year ago to 1.51% 
currently.  30-year government bonds are yielding just 1.88%.  
Five-year municipal bonds are providing, on average, a meager 
0.60% yield, while 30-year munis are yielding 1.54% on average.

By all accounts, we are in an extraordinary period of 
investment history.  The markets, as measured by the S&P 
500 index, have now doubled since New Year’s 2018, and it 
is hard to find three years to match the three-year 
record returns that index investors have enjoyed during 
this remarkable stretch.  The S&P 500 index closed at 
a record level well over 60 times in the past 12 months, 
which is a recipe for spoiled investors to expect more of 
the same.  Yet few would suggest that stocks or any asset 
class are cheap at the moment.

With interest rates and bond yields at rock bottom, 
investors seem to have decided that stocks are the only 
way to make money in their investment portfolios.  But 
the current valuations suggest that high returns won’t 
last forever, even if there are few warning signs on the 
economic horizon.  Investors best prepare for more 
volatility and more muted returns from here.  One concern 
is inflation, which—as you can see from the graph—has 
spiked over the last 12 months to levels not seen since 
the old “stagflation” days of the 1980s.
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But if we look at the health of the economy, the U.S. real 
gross domestic product has largely recovered its former 
trajectory after a steep decline in the spring months of 
2020. 

The unemployment rate is moving steadily down toward the 
record lows that the economy had reached before Covid 
reared its ugly head, and the U.S. payroll numbers are 
clearly on the rise as well.  

Growth forecasts for the fourth quarter of 2021 range as 
high as a 7.5% annualized rate, which is about as bullish a 
report as you will ever hear from the normally sober crowd 
of professional economists.

It is possible to wonder whether companies will be able to 
maintain their rising profit margin trajectory with the short-
age of workers and the resulting higher salaries throughout 
the economy.  Unit labor costs rose a remarkable 9.6% in 
the third quarter of 2021 (the most recent statistics we 
have), and productivity (which is a function of the cost of 
labor) accordingly dropped 5.2%.  In manufacturing, unit 
labor costs were up 4.6% and productivity decreased 1.8%.

Another worry is whether the U.S. central bank’s promise 
to reduce its stimulus measures in 2022 will cause interest 
rates to rise.  Some economists believe that a global glut 
of saved cash will lead to a demand for longer-term bonds; 
by the laws of supply and demand, this could keep 10-year 
yields at or below 2% in the coming year.  But these are 
tricky predictions; it is possible that bond investors will be 
able to demand higher yields once they are no longer nego-
tiating against the Federal Reserve Board’s unlimited deep 
pockets and indifference to returns.

Meanwhile, who knows what to expect from the wild cards 
that have so far had little impact on our financial landscape? 
Covid is peaking again, with the new Omicron variant 
creating the largest spike in the pandemic to date; nobody 
knows what the economic impact will be when the final 
measurement comes back a few months hence.  Valuations 
across asset classes remain elevated and investors may be 
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JP Morgan, Guide to the Markets 1Q2022
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Important Disclosure Information
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 Montis Financial, 
LLC [“Montis]), or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical perfor-
mance 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 Montis. Montis 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 Montis’ current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request or 
at www.montisfinancial.com.  Please Remember: If you are a Montis client, please contact Montis, 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.

S&P 500, Russell 2000, Wilshire U.S. REIT, and Barclays U.S. Aggregate Bond indexes are reported using Total Return.  Total Return assumes the reinvestment of dividends/interest.  
MSCI EAFE and MSCI EM benchmark performance is reported using Net Total Return.  Net total return indexes reinvest dividends after the deduction of withholding taxes, using (for 
international indexes) a tax rate applicable to non-resident institutional investors who do not benefit from double taxation treaties.
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 Montis 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 Montis accounts; and, (3) a description of each 
comparative benchmark/index is available upon request.

quick to run for the exits at any sign of weakness.  From 
a global perspective, there are continuing worries about 
supply chain disruptions and the future health of the 
Chinese economy.

This is a long way of saying that the signs are mixed going 
into 2022, but when has it been otherwise?  If there’s one 
lesson for us to take from this long, extended period of 
market prosperity, it is that the future is unknown, and the 

surprises more often favor the upside than the downside.  
We might be heading into a mild recession, or we might 
experience more booming economic growth.  The markets 
will certainly pull back at some point, but that prediction has 
been made for each of the years that have contributed to 
the recent 100% growth in stock values.  A steady course has 
been surprisingly beneficial to investors in the face of many 
worries, but perhaps we shouldn’t be surprised, since that has 
always, long-term, been the winning investment strategy.

Financial Planning News: 
The most common New Year’s resolution: “This is the year that I will finally 
get in shape.”  Maybe … but like any resolution, you can’t simply talk about it 
or hope for change.  You have to act, and in that spirit, here are a few financial 
resolutions to consider.  

1. Consider the future – do you have any big expenditures slated for 2022 or
2023?  Do a simple budget and see if you are meeting your needs for the year.
If not, talk with us to update your distribution plan.

2. How is the emergency fund situated?  Shockingly, an estimated 50% of
American adults would have trouble paying for a $400 emergency expense,
according to the Federal Reserve Bank of Minneapolis. Don’t be caught
unprepared for an emergency or unexpected major expense. Consider holding at
least three months’ worth of cash in the emergency account.

3. Check on your beneficiaries – are all of them correct?
Maybe your plans have changed with new children, grandchildren or marriages.
Include retirement accounts at work, personal IRAs, insurance policies and pen-
sions in your review.  And when was the last time you updated your
estate documents?

4. Pay down high interest debt.  It’s not deductible; it’s an anchor to your
financial growth; just start paying it down.  Typically, we are talking about
credit card debt, but don’t ignore a review of long-term debt like student loans
and mortgages.  Rates are still very low and a refinance or consolidation might
make sense.

COMPANY NEWS:
On December 1, 2021, Tucker Donahoe and John Yanchek joined the  
Montis family as Managing Partners. Together, they bring deep  
institutional finance experience and are both thrilled to roll up their  
sleeves to get to work with the team. We are excited for the skillsets 
Tucker and John bring to Montis as we continually seek to enhance our 
client service capabilities.  For further information on their backgrounds, 
please visit our website.  As always, please don’t hesitate to reach out 
with any questions or additional ways we can be helpful. 

John YanchekTucker Donahoe




