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2021 4th Quarter in Review & Outlook 

“We naturally fear the unknown, and the future is always unknown.” – Peter Bernstein 

Stocks flourish, bonds falter 

Capital markets have shrugged off 

significant amounts of uncertainty 

over the last few of years. The same 

was true in 2021, at least for equity 

assets classes.  

Total returns were strong, albeit 

mixed, for global equity asset classes 

in 2021 but negative for bond total returns.  According to Blackrock Investment Institute (BII), it is rare for global stock 

returns to be positive and bonds negative in any one calendar year—and two years in a row has not happened over 

nearly five decades. However, we see that as a very real possibility for 2022.  

The strong global economic restart resulted in severe inflation pressures and supply bottlenecks. According to 

Morningstar, the 30-day inflation index was up 6.45% for 2021. Real yields stayed low even as inflation climbed and 

growth surged. Normally, central banks would engage in pre-emptive tightening in such a scenario. This time, they did 

nothing. The market started to price in higher inflation absent a central bank response, driving nominal bond prices 

down. Yet real yields stayed historically low, and corporate earnings surged in the restart, driving large company stock 

gains.  

Most of the research firms we follow expect inflation to moderate somewhat in 2022 but settle at levels higher than 

pre-Covid. The Fed is no longer using the term “transient” in discussing inflation prospects as they did in early 2021. 

According to BII, Federal Reserve policymakers are willing to live with more inflation than they would have in the past 

because of past misses, i.e. inflation running well under their target inflation in the past. The Fed is likely to begin 

raising short term interest rates in 2022 but is unlikely to react aggressively to inflation. An environment of higher 

inflation and strong growth would bode well for stocks but not bonds. 

A great 3 years for stocks 

The U.S. stock market finished 2021 with a 3-year average annual total return of 26.1 percent. This is the eighth-best 

three-year period in history for US stocks out of 94 three-year rolling calendar years, according to BII, below. The 

average for a three-year period is about 10.8 percent.  In attempting to see what the next three years might bring when 

looking at the very best 3-year periods for stocks since 1926, you get some pretty mixed results. Although the macro 
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Asset Class Returns YTD 2021 (12-31-2021)

US Large US Mid US Small REITs Intl Large Intl Small Em Mkts Bonds

Q1 5.9% 13.5% 12.7% 7.7% 3.5% 4.5% 2.3% -3.4%

Q2 8.5% 3.6% 4.3% 11.7% 5.2% 4.3% 5.0% 1.8%

Q3 0.2% -1.8% -4.4% 0.9% -0.4% 0.9% -8.1% 0.1%

Q4 9.8% 8.0% 2.1% 14.6% 2.7% 0.1% -1.3% 0.0%

2021 26.5% 24.8% 14.8% 39.0% 11.3% 10.1% -2.5% -1.5%

Indexes: US Large, Russell 1000; US Mid, S&P MidCap 400; US Small, Russell 2000; REITS, DJ US Real 

Estate; Intl Large, MSCI EAFE; US Small, MSCI EAFE SMall Cap; EM, MSCI Emerging Markets; Bonds, 
BBgBArc US Agg Bond. Source: Morningstar.
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environment could be 

beneficial for stocks, we 

think investors should 

moderate their 

expectations. We also think 

2022 could be a good year 

for active stock selection 

with many stocks in 

broader indexes showing 

signs of overvaluation. 

Rising rates and asset 

class returns 

The prospect of rising 

interest rates creates 

uncertainty and 

nervousness for stock and bond investors. The Federal Reserve has not raised interest rates since 2015. Certainly, the 

odds that they do something in the first quarter or the first half of the year are extremely high. BII examined the 6- and 

12-month returns after the first rate hike the last few times the Fed has raised rates, below.  

http://www.scadvisors.net/
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The returns for both stocks and bonds on average over these periods is positive but not tremendous.  Over a 12-month 

window stocks average 7 percent and bonds average 3.2 percent, both of which are below their long-term averages.  So, 

when the Fed starts to tap the brakes, it is more of a reason to temper expectations rather than run for cover. 

Cash on the sidelines 

A positive backdrop for stocks going forward is the fact that money market assets in November 2021 were still near their 

pandemic highs of May 2020. Stock market returns, according to BII, were extremely positive in the three years 

following previous money market asset peaks. Although stock valuations are richer than past money market peaks, we 

expect that a good portion of this cash will be looking for a new home. While we would not expect the high double digit 

returns for stocks similar to previous money market peaks, all this cash could provide a floor for market corrections. 

 

Inflation outpacing interest rates 

The spike in inflation is a big concern for most people, and for good reason. Inflation acts like a tax on everyone when 

dollars don’t buy as much goods and services as they used to. It hurts lower income households worse than higher 

income households. Although we think the bulk of inflation currently is a result of supply chain disruptions due to 

shifting consumer demand from the pandemic, inflation is becoming a political issue. We think inflation will moderate 

later this year as supply chain issues ease, but it will remain sticky and persistent. 

Inflation may actually feel worse for people than actual reported inflation, as BII points out below. The calculation 

methodology for inflation has changed over time. Inflation would be significantly higher using older methods. 

http://www.scadvisors.net/
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The gap between inflation and interest rates is creating portfolio challenges. One of the biggest topics of debate in our 

industry is whether the classic institutional 60/40, Equity/Fixed Income, portfolio allocation can provide adequate 

required future returns and what to do about it. Below, BII points out that the gap between inflation and interest rates 

at the end of November was the largest that we've seen since May of 1951, resulting in significantly negative real rates 

of return for fixed income. 

 

http://www.scadvisors.net/
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Our preferred solution to this problem is to use a “liability-driven” approach to asset allocation. For pre- and current 

retirees, it is important to make periodic updates to projections of future spending liabilities, or spending required from 

your portfolio above social security, pension, rental, and other income. We think it makes sense to have 3-5 years of 

spending liabilities set aside in conservative fixed income investments with the remainder allocated to high-quality 

equities and potentially some alternative asset classes. Since the average cyclical bear market in equities lasts about one 

year, we believe this level of liability funding will be sufficient for most people to weather cyclical downturns. 

Please let us know if you have any questions. We look forward to talking with you soon. 

—Dana L. Crosby, CFA, CFP® 

 

 

ETF Returns
For the period ending 12-31-2021

Name Ticker YTD 1 Month 3 Months 12 Months 3 Year 5 Year 10 Year

U.S. Large Cap

iShares Russell 1000 IWB 26.32 3.97 9.73 26.32 25.98 18.24 16.40

iShares Edge MSCI USA Momentum Factor MTUM 13.37 -0.48 3.80 13.37 23.27 20.43 -

iShares Edge MSCI USA Quality Factor QUAL 26.93 3.51 10.81 26.93 25.76 18.06 -

PowerShares S&P 500 Low Volatility ETF SPLV 24.13 9.71 13.31 24.13 16.12 12.89 12.81

Vanguard High Dividend Yield ETF VYM 26.21 6.75 9.42 26.21 16.56 11.65 12.98

VanEck Vectors Morningstar Wide Moat ETF MOAT 24.13 4.84 5.07 24.13 24.52 18.51 -

U.S. Mid Cap

SPDR® S&P MidCap 400 ETF MDY 24.54 5.15 7.98 24.54 21.16 12.84 13.93

PowerShares S&P MidCap Low Volatil ETF XMLV 23.00 7.61 11.65 23.00 11.74 9.64 -

PowerShares DWA Momentum ETF PDP 7.72 -0.91 5.65 7.72 25.12 17.83 15.17

PowerShares High Yld Eq Div Achiev™ ETF PEY 26.15 7.73 7.45 26.15 14.82 8.79 12.87

U.S Small Cap

iShares Russell 2000 IWM 14.54 2.28 2.00 14.54 19.91 11.92 13.24

PowerShares S&P SmallCap Low Volatil ETF XSLV 29.34 7.43 10.95 29.34 9.37 6.09 -

REITs

iShares US Real Estate IYR 38.72 9.46 14.59 38.72 18.99 12.00 11.25

International Large Cap

iShares MSCI EAFE EFA 11.46 4.41 2.84 11.46 13.53 9.55 7.92

iShares Edge MSCI Intl Momentum Factor IMTM 6.60 4.49 4.57 6.60 17.78 11.76 -

PowerShares DWA Developed Mkts Mom ETF PIZ 20.53 2.53 6.82 20.53 21.94 14.76 10.40

iShares Edge MSCI Intl Quality Factor IQLT 12.94 4.00 5.05 12.94 17.64 12.51 -

PowerShares S&P Intl Dev Quality ETF IDHQ 11.38 4.94 6.41 11.38 18.78 13.22 10.43

iShares Edge MSCI Min Vol EAFE EFAV 7.20 3.48 2.75 7.20 7.71 7.57 7.32

iShares International Select Dividend IDV 12.02 5.50 3.52 12.02 9.13 6.90 5.96

International Small Cap

iShares MSCI EAFE Small-Cap SCZ 10.14 3.71 0.24 10.14 15.32 10.89 10.65

WisdomTree International SmallCp Div ETF DLS 11.70 5.39 0.07 11.70 10.44 7.56 8.95

Emerging Markets

iShares MSCI Emerging Markets EEM -3.62 1.53 -1.57 -3.62 10.06 9.16 4.73

PowerShares S&P Em Mkts Low Volatil ETF EELV 16.16 3.95 2.59 16.16 6.74 7.53 -

PowerShares DWA Emerging Markets Mom PIE 14.33 3.98 6.76 14.33 20.29 13.99 6.43

Data source: Morningstar
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IMPORTANT DISCLOSURES: 

Educational use Only. The market update published by SC Capital Advisors (“SC Capital”) is intended to be educational 
in nature and is not intended to be a recommendation for any specific investment product, strategy, plan feature or other 
purposes. Accordingly, it should not be construed by any consumer and/or prospective client as solicitation to effect, or 
attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation. 

Advertising and Marketing. Communications such as this are not impartial and are provided in connection with 
advertising and marketing. This material is not suggesting a specific course of action or any action at all. Prior to making 
any investment or financial decisions, an investor should seek individualized advice from a personal financial, insurance, 
legal or tax professional that takes into account all of the particular facts and circumstances of an investor's own situation. 
No person associated with SC Capital is a licensed attorney or tax professional and the information contained herein 
should not be considered tax or legal advice. 

Links to Third Party Content. This Market Update contains links to articles or other information maintained by unrelated 
third parties. You acknowledge and agree to the following: All such information is provided solely for convenience 
purposes only because we believe that it may provide useful content and all users thereof should be guided accordingly. 
We disclaim any responsibility for the link’s performance or interaction with your computer, its security and privacy policies 
and practices, and any consequences that may result from visiting it. We do not control the content published by the third-
party; we do not guarantee any claims made on it, nor do we endorse its sponsor or any of the content, policies, activities, 
products or services offered by any advertiser on the site. SC Capital assumes no liability for any inaccuracies, errors or 
omissions in or from any data or other information provided by the third party and inclusion or reference by SC Capital to 
any third-party link should not be construed by any consumer and/or prospective client as a solicitation to effect, or 
attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation, over the 
Internet. 

Important Information regarding Registration. SC Capital Advisors offers Investment advisory and financial planning 
services through Belpointe Asset Management, LLC, 500 Damonte Ranch Parkway, Building 700, Unit 700, Reno, NV 
89521, (“Belpointe), an investment adviser registered with the Securities and Exchange Commission (“SEC”). Registration 
with the SEC should not be construed to imply that the SEC has approved or endorsed qualifications or the services 
Belpointe Asset Management offers, or that or its personnel possess a particular level of skill, expertise or training. SC 
Capital Advisors is not affiliated with Belpointe Asset Management, LLC. Additional information about Belpointe Asset 

Management is available on the SEC’s website at www.adviserinfo.sec.gov. 

http://www.scadvisors.net/
https://adviserinfo.sec.gov/firm/summary/143440



