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SUMMARY: The financial markets ended November on a down note following news of a potentially troublesome
new variant of Covid-19 and Federal Reserve Chair Jerome Powell’s comments that the Fed may accelerate tapering
of its massive asset purchase program in the face of more persistent inflation. It’s still too early to say what the
consequences of the Omicron variant will have on the economy, but we think it’s highly doubtful that it will lead
governments to impose new lockdowns, especially in the U.S. A more aggressive stance by the Fed against inflation
also seems like a wise policy move to temper rising prices, one that may not be as disruptive as some think.

US Equity Markets Take a Pause P/Es Have Risen, But Are Not Yet Stretched 2 Year & 10 Year Lower Again

DJIA
34,484

NASDAQ
15,538

1,000

10,000

100,000

'10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23 '24

DJIA vs. NASDAQ

Plotted Daily to 11/30/2021

Sources: S&P Dow Jones Indices LLC 
& Wright Investors’ Service, Inc.

Log Scale

20.3

0

2

4

6

8

10

12

14

16

18

20

22

24

26

28

'07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22

S&P 500 P/E Ratio
Based on estimated year-ahead earnings

Plotted Monthly to 11/30/2021

Sources: Bloomberg LP &
Wright Investors’ Service, Inc.

10 Year
1.47%

2 Year
0.50%

0%

1%

2%

3%

4%

5%

'07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23

U.S. Treasury Yields

Plotted Weekly to 11/26/2021

Sources: Board of Governors of the 
Federal Reserve System (US) &
Wright Investors’ Service, Inc.

December 2021

U.S. stocks were lower for the second time in the past three
months but only for the third time this year. Most of the selling
started on Black Friday, following news out of South Africa about
the Omicron variant. The markets mostly recovered the following
Monday, but fell again on Tuesday after Powell told Congress
that the Fed will discuss speeding up the taper at its December
meeting, just a month after it first announced reducing its bond
purchases. The Dow Jones Industrial Average ended the month
down 3.5%, while the S&P 500 fell 0.7% and NASDAQ closed with
a 0.3% gain. Year-to-date, the Dow is up 14.6%, while the S&P
500 and NASDAQ are up by 23.2% and 21.3%, respectively.
Smaller cap stocks also sold off, as the S&P 400 Mid Caps and the
S&P 600 Small Caps both fell more than 2% for the month; for
the full year, the two indexes are higher by a respective 18.7%
and 21.3%. Nine of the S&P 500’s 11 sectors ended in the red in
November, with telecoms, financials and energy all down more
than 5%. Infotech (+4.3%) and consumer discretionary (+2.0%)
bucked the downtrend, largely due to stronger-than-expected
quarterly results from market leaders such as Alphabet,
Facebook (recently rebranded as Meta Platforms Inc.), Microsoft
and others. Still, all 11 sectors are higher over the first 11 months
of the year, with nine of them up by double-digit percentages
and four of them by 30% or more.

Foreign stocks underperformed their U.S. counterparts in
November in dollar terms, exacerbated by a stronger American
currency. Eurozone and U.K. stocks were both down more than

5% while Chinese and Pacific ex-Japan stocks fell by 6% or more;
Chinese stocks are now down more than 19% so far this year.
Losses in Japan were more modest at 2.5%. Returns on bonds
were mixed as investors and traders weighed the possible effects
of potential central bank tightening to ward off inflation against
concerns about how the pandemic might negatively affect
economic growth. In the U.S., the Bloomberg U.S. Aggregate
returned 0.3% as the yield on the 10-year Treasury note fell 11
basis points during the month to close at 1.44%. The U.S. credit
index eked out a 0.1% gain but high-yield bonds, which often
trade similarly to stocks, fell 1.0%. Outside the U.S., the
Bloomberg Global Aggregate ex-U.S. index fell 0.7%; that index is
now down 7.0% for the full year. In commodities, oil prices
plunged more than 20% on concerns that the Omicron variant
could potentially stifle demand.

U.S. ECONOMY

Perhaps reflecting higher savings and a jump on holiday
shopping, consumer spending rose sharply in October. Retail
sales rose 1.7%, up from the prior month’s 0.8% rise, while
personal consumption expenditures, a broader category, climbed
1.3%, up from September’s 0.6% gain, as personal incomes rose a
better-than-expected 0.5% after falling 1.0% the previous month.
However, the Conference Board’s consumer confidence index fell
more than two points in November to 109.5, which the group
blamed mostly on worries about rising prices and to a lesser degree



Copyright © 2021 by Wright Investors’ Service, Inc., 2 Corporate Dr. Suite 770, Shelton, CT 06484-6238. This commentary does not constitute an offer to sell any securities or the solicitation of an offer to purchase any securities. All

Rights Reserved. Except for quotations by established news media, no part of this publication may be reproduced, stored in a retrieval system, or transmitted, in any form or by any means, without prior written permission. Statements,

opinions, general market performance and related commentary are based on sources of information believed to be accurate and reliable, but Wright makes no representations or guarantees as to the accuracy or completeness thereof.

Certain information contained in this letter constitutes “forward-looking statements” which includes, but is not limited to, terminology such as “may,” “should,” “expect,” project,” or “estimate” or the negatives thereof or other variations thereon.

Forward-looking statements are based upon speculation, expectations, estimates and assumptions that are inherently unreliable and subject to significant business, economic and competitive uncertainties and contingencies. Forward-looking

statements are not a promise or guaranty of future events. While Wright believes that the index comparative information herein is relevant to evaluating an investment with Wright, it is for illustration and discussion purposes only. Indexes are

unmanaged and have no fees or expenses and it is not possible to invest directly in an index. Wright managed portfolios may consist of securities which vary significantly from those in the benchmark indexes herein. Wright employees may

purchase and sell securities subject to certain pre-clearance and reporting requirements. Wright's Brochure, Brochure Supplements, and Form CRS are available upon a written request.

Past performance is not indicative of future results.

on Covid-19. Yet leading economic indicators rose 0.9% in
October, their third monthly increase in a row; the Board is
predicting 5.0% annualized growth in the fourth quarter, up from
2.1% in the third quarter. Industrial production rebounded by
1.6% in October after declining 1.3% the prior month, while the
capacity utilization rate jumped more than a percentage point to
76.4%, its highest level since the start of the pandemic. Headline
durable goods orders fell 0.5% in October but rose 0.5% when
the volatile transportation sector is excluded; core capital goods
orders rose 0.6%.

The housing market showed few signs of slowing down despite
no letup in rising home prices. Sales of existing homes rose 0.8%
in October to an annual rate of 6.34 million, the highest pace
since January, as the median price of a home hit another record
of $353,900, up 13.1% from the prior year, according to the
National Association of Realtors. The closely watched S&P
CoreLogic Case-Shiller National Home Price Index showed even
stronger year-on-year growth, at over 19%. Nevertheless,
pending home sales, a forward indicator, climbed 7.5%. Sales of

new homes—where the average and median prices are now both
well over $400,000—rose 0.4% to an annual rate of 745,000. Still,
new home sales remain 23% below a year earlier, when the
annual sales pace was 969,000.

INVESTMENT OUTLOOK

Despite the volatility at the end of November and early
December, the financial markets continued to show the
resilience they have demonstrated over the past two years in
dealing with the pandemic. While Powell—freshly renominated
for another term as Fed chair—retreated from his long-held
mantra that inflation is merely “transitory,” it was probably a
welcome development to know that the Fed is not going to sit on
its hands and let inflation spiral out of control. Certainly Powell
can be criticized for being late to embrace the idea that inflation
needs to be tamped down, but now that the Fed is ready to
confront it, that should be a positive for the markets. For sure,
uncertainties remain, including the seemingly never-ending
course of the virus and its variants. It is possible the Fed runs the
risk of constricting the monetary taps just as another economic
downturn might be in the offing, but that seems less of a risk
than it might have a year ago. The biggest risk remains the virus
and its mutations, but people have learned to cope and the
pharmaceutical industry keeps coming up with more
preventative vaccines and treatments to fight off the disease.
Supply-chain bottlenecks and labor shortages remain a problem,
but the improving trend may well be short-lived depending on
virus news. More people are returning to work, some at higher
pay. S&P 500 earnings in the most recent quarter grew over 40%
and revenue at 17.3%. The strength in fundamentals and
improving operating margins are some of the reasons we remain
optimistic and recommend holding a diversified portfolio of
quality stocks held for the long-term, and an underweight in
bonds.

Manufacturing: Normalizing Consumer Spending: Still Strong Core Inflation: Moving Up Again

November Last 12 Mos.

Dow Jones Industrial Average -3.5% 18.5%

Nasdaq Composite 0.3% 28.2%

S&P 500 Composite -0.7% 27.9%

S&P MidCap 400 -2.9% 26.5%

S&P SmallCap 600 -2.3% 31.4%

MSCI World  ($) -2.2% 21.8%

MSCI World ex U.S. ($) -4.7% 12.1%

Bloomberg U.S. Aggregate 0.3% -1.2%

90-Day Treasury Bills 0.0% 0.1%

Consumer Price Index NSA* (Oct 2021) 0.9% 6.2%

*NSA: Not Seasonally Adjusted     Sources: Bloomberg LP & Wright Investors' Service, Inc.

Total Investment Returns — 11/30/2021
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