
 

 
 

Monthly Review 
December: “Santa Claus Came To Town” 

Asset Class Index     December 

 

 

 

YTD 1 Year 3 Year 5 Year 

US Large Cap S&P 500 Index 1.11 
 

21.83 21.83 11.41 15.79 

US Mid Cap Russell Mid Cap Index .87 17.93 17.93 9.04 14.41 

US Small Cap Russell 2000 Index (.40) 14.65 14.65 9.96 14.12 

Int’l Developed MSCI EAFE Index 1.61 25.03 25.03 7.80 7.90 

Int’l Dev. Small Cap MSCI EAFE Small Cap Index 2.67 33.01 33.01 14.20 12.85 

Emerging Markets MSCI Emerging Mkts Index 3.59 37.28 37.28 9.10 4.35 

US Inv Grade Taxables Barclays Interm Aggregate Index .19 2.27 2.27 1.82 1.70 

US Inv Grade Munis Barclays Municipal Index 1.05 5.45 5.45 2.98 3.02 

High Yield Bonds Barclays US Corp High Yield Index 1.30 9.69 9.69 4.77 4.35 

Bank Loans Credit Suisse Leveraged Loan USD .39 4.25 4.25 4.50 4.33 

Emerging Market Bonds JPM Emerging Mkt Bond Index .63 9.32 9.32 6.84 3.75 

US Real Estate Wilshire US REIT Index (.13) 4.18 4.18 5.21 9.35 

Int’l Real Estate Wilshire x-US REIT Index 3.69 18.76 18.76 5.44 5.96 

Commodities S&P GSCI Enh. Commodities Index 4.41 5.77 5.77 (7.52) (12.16) 

Cash Equivalents Merrill Lynch 3 Month T-Bill .11 .86 .86 .41 .27 

A Look Back 

 The month of December is one many look forward to as families gather for the Holidays and kids make last minute adjustments to 

make sure they are not on Santa’s naughty list.  As I heard the umpteenth version of Santa Claus Is Coming To Town sung by Bruce 

Springsteen a couple of weeks ago, it occurred to me that from a market perspective, Santa had already come in 2017.  Not only did 

the jolly old soul come, he had bags and bags of positive performance on the sleigh that should have made all doubters happy!  We 

closed out 2017 with December marking the 14
th

 month in a row of positive performance in the S&P 500, adding a 1.11% return.  

Fourteen consecutive months of anything is impressive, yet alone this record-setting string accompanied by new all-time highs in all 

major domestic equity indicies.  International stocks continued their trend as well, with Developed and Emerging markets up 1.61% 

and 3.59% respectively in the month.  Not shown on the above table, but worth mentioning, is value stocks slightly outperformed 

growth in the month, temporarily slowing a 2017 theme of growth over value.  The S&P 500 value index returned 1.67% versus .58% 

for growth last month, bringing the full YTD numbers to 15.36%for value and 27.44% for growth.  Fixed Income markets rebounded 

in the month, with High Yield and Municipal asset classes leading the way.  Importantly, Commodities closed the year out with a 

strong 4.41% return, as that asset class shows some signs of life after a several year depression.  From a more general economic 

standpoint, December marked the 102
nd

 consecutive month of U.S. expansion, the third longest in history.  There was an additional 

market bump with the long-awaited tax plan legislation, and holiday spending was robust.  There can be little doubt that the elves 

were working overtime this year… 

 A Look Ahead 

 We will delve into our look ahead for 2018 in more detail in our Quarterly Review & Outlook piece, but the 

immediate peak right now remains cautiously optimistic.  As mentioned, we expect the tax overhaul to 

provide some cover for a market that is extended by just about any measure.  Several companies 

announced plans to shell out additional bonuses to employees to share in the immediate bottom-line profit 

benefit.  Estimates for 4
th

 quarter GDP now stand at slightly above 3%, indicating signs of continued 

expansion.  The Federal Reserve made the move to increase short term rates another .25% in December, 

and made known their path of three more such rate hikes in 2018.  We would argue that for those 

projections to come true, it would most likely indicate a fairly healthy economic climate as the Fed continues their long-standing 

target of 2% inflation.  We should not, however, discount the very real possibility of volatility returning at some point in 2018, and 

with it some market angst.  Trying to figure out the driver(s) and timing of that volatility is usually fruitless and only becomes known 

when looking at the rearview mirror.  We recognize some long-held truths in the markets that periods of outperformance are 

usually followed by periods of the opposite, but for now we will enjoy our Santa stash as we ring in the New Year! 

 Loyd Johnson,  
Chief Investment Officer 

 


