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Global Market Commentary – An Ugly December 
  

U.S. Markets Drop in December 

Stock markets in the U.S. and around most of the 

world dropped in December, in stark contrast to the 

month of October and November and despite hopes 

for a Santa Claus rally. 

While of course disappointing, December’s returns 

were nonetheless consistent with most of 2022, as 

investors struggled with declines in January, 

February, April, May, June, August, September and 

December, as 75% of 2022’s monthly returns were 

red. 

And consistent with U.S. markets, performance in 

developed markets outside the U.S. struggled too – 

as 28 of the 38 developed markets tracked by MSCI 

were negative, with only 9 of the 10 advancing doing 

so by less than 1%. Performance in the emerging 

markets tracked by MSCI was also mostly negative, 

as 32 of those 46 indices declined in value. 

For the month of December: 

• The DJIA dropped 3.73%; 

• The S&P 500 lost 5.70%;  

• NASDAQ gave back 8.68%; and 

• The Russell 2000 retreated 6.95%%. 

The themes that drove market performance in 

December were consistent from previous months – 

inflation fears and hopes that the Fed might slow its 

pace and magnitude of rate hikes. And while inflation 

remained stubbornly high as readings of the CPI and 

the PPI were improved, the Fed did reduce its 7th rate 

hike magnitude from 75 basis points to 50. 

 

In addition, volatility, as measured by the VIX, 

ratcheted up in December, beginning the month just 

shy of 19 and ending the month just below 22, with a 

spike occurring mid-month. 

Further, West Texas Intermediate crude was flat for 

most of December, adding about 50 cents per barrel 

from the beginning to the end of the month, although 

there was a decent decline until about December 10th 

($71/barrel) followed by a consistent rise in prices. 

Market Performance Around the World 

Investors looking outside the U.S. saw poor 

performance too, as only 10 of the 38 developed 

markets tracked by MSCI advanced in December – 

and 9 of those 10 were up less than 1%. 

Performance for emerging markets was also mostly 

down, with 32 of the 46 indices negative for the 

month, although 7 indices did jump more than 5%. 

Index Returns December 
2022 

MSCI EAFE -0.01% 

MSCI EURO -0.57% 

MSCI FAR EAST +0.92% 

MSCI G7 INDEX -4.91% 

MSCI NORTH AMERICA -5.97% 

MSCI PACIFIC +0.21% 

MSCI PACIFIC EX-JAPAN +0.35% 

MSCI WORLD -4.34% 

MSCI WORLD EX-USA -0.59% 

Source: MSCI. Past performance cannot guarantee future results 
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Sector Performance Was Mostly Negative 

For the month of December, performance was mostly 

negative, as 9 of the 11 S&P 500 sectors lost ground. 

Compare that to the month of November, when 

performance was excellent as all 11 sectors 

advanced healthily.  

It is also interesting to see the difference a year can 

make, as investors were reeling last January when 10 

of the 11 sectors were red (with only Energy gaining 

that month); March saw 10 of the 11 positive; April 

and May saw a mixed bag; June was all negative; 

July was overwhelmingly positive; August was mostly 

negative, September was all negative; October was 

almost all positive; November was all positive; and 

December was mostly negative. That’s volatility. 

In addition, for December  the range in sector-returns 

was wide, with the Consumer Discretionary sector 

losing over 8% on the month and the Utilities sector 

gaining less than 2% 

Here are the sector returns for the month of 

December and November (two very short time-

periods): 

S&P 500  
Sector 

November 
2022 

December 
2022 

Information 
Technology 

+4.42% -3.81% 

Energy +1.25% -2.63% 

Health Care +4.58% +0.35% 

Real Estate +6.52% -3.26% 

Consumer Staples +5.54% -1.35% 

Consumer 
Discretionary 

+0.11% -8.22% 

Industrials +7.20% -1.57% 

Financials +6.06% -3.87% 

Materials +10.51% -3.53% 

Communication 
Services 

+5.05% -3.32% 

Utilities +5.51% +1.77% 

   Source: FMR 

GDP Positive 

On the 22nd of December, the Bureau of Economic 

Analysis reported that real gross domestic product 

increased at an annual rate of 3.2% in the third 

quarter of 2022. In the second quarter, real GDP 

decreased 0.6%.

 

Fed Raises Rates for the 7th Time 

In mid-December, the Fed announced a 50 basis 

points rate hike to the fed funds rate (its 7th rate hike 

in 2022) and then released the following statement:  

“Recent indicators point to modest growth in 

spending and production. Job gains have been robust 

in recent months, and the unemployment rate has 

remained low. Inflation remains elevated, reflecting 

supply and demand imbalances related to the 

pandemic, higher food and energy prices, and 

broader price pressures.  

Russia’s war against Ukraine is causing tremendous 

human and economic hardship. The war and related 

events are contributing to upward pressure on 

inflation and are weighing on global economic 

activity. The Committee is highly attentive to inflation 

risks.  

The Committee seeks to achieve maximum 

employment and inflation at the rate of 

2 percent over the longer run. In support of these 

goals, the Committee decided to raise the target 

range for the federal funds rate to 4-1/4 to 4-1/2 

percent. The Committee anticipates that ongoing 

increases in the target range will be appropriate in 
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order to attain a stance of monetary policy that is 

sufficiently restrictive to return inflation to 2 percent 

over time.”  

This seventh rate hike this year was one of the more 

predicted rate movement the markets have ever 

seen.  

Inflation Easing But Still at 40-Year Highs 

The Bureau of Labor Statistics announced the 

Consumer Price Index for All Urban Consumers (CPI-

U) rose 0.1% in November on a seasonally adjusted 

basis, after increasing 0.4% in October.   

In addition, over the last 12 months, the all items 

index increased 7.1% before seasonal adjustment.  

With core prices – excluding the volatile food and 

energy costs – inflation was up 6.0%. Economists 

surveyed by the Wall Street Journal had expected an 

increase of 7.3% for headline CPI and 6.1% for core 

inflation. 

 

Further: 

• The index for shelter was by far the largest 

contributor to the monthly all items increase, 

more than offsetting decreases in energy 

indexes.  

• The food index increased 0.5% over the 

month with the food at home index also rising 

0.5%.  

• The energy index decreased 1.6% over the 

month as the gasoline index, the natural gas 

index, and the electricity index all declined. 

• The index for all items less food and energy 

rose 0.2% in November, after rising 0.3% in 

October. 

• The indexes for shelter, communication, 

recreation, motor vehicle insurance, 

education, and apparel were among those 

that increased over the month.  

• Indexes which declined in November include 

the used cars and trucks, medical care, and 

airline fares indexes. 

CPI Over the Past 12-Months 

• The all items index increased 7.1% for the 12 

months ending November; this was the 

smallest 12-month increase since the period 

ending December 2021.  

• The all items less food and energy index rose 

6.0% over the last 12 months.  

• The energy index increased 13.1% for the 12 

months ending November, and the food index 

increased 10.6% over the last year. 

• All of these increases were smaller than for 

the period ending October.  

Housing Declines Further 

The U.S. Census Bureau and the U.S. Department of 

Housing and Urban Development jointly announced 

the following new residential construction statistics for 

November 2022:  
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Building Permits 

• Privately‐owned housing units authorized by 

building permits in November were at a 

seasonally adjusted annual rate of 1,342,000.  

• This is 11.2% below the revised October rate 

of 1,512,000 and is 22.4% below the 

November 2021 rate of 1,729,000.  

• Single‐family authorizations in November 

were at a rate of 781,000; this is 7.1% below 

the revised October figure of 841,000.  

• Authorizations of units in buildings with five 

units or more were at a rate of 509,000 in 

November.  

Housing Starts 

• Privately‐owned housing starts in November 

were at a seasonally adjusted annual rate of 

1,427,000. 

• This is 0.5% below the revised October 

estimate of 1,434,000 and is 16.4% below the 

November 2021 rate of 1,706,000. 

• Single‐family housing starts in November 

were at a rate of 828,000; this is 4.1% below 

the revised October figure of 863,000.  

• The November rate for units in buildings with 

five units or more was 584,000. 

Housing Completions 

• Privately‐owned housing completions in 

November were at a seasonally adjusted 

annual rate of 1,490,000.  

• This is 10.8% above the revised October 

estimate of 1,345,000 and is 6.0% above the 

November 2021 rate of 1,406,000.  

• Single‐family housing completions in 

November were at a rate of 1,047,000; this is 

9.5% above the revised October rate of 

956,000.  

• The November rate for units in buildings with 

five units or more was 430,000. 

Consumer Confidence Jumps Sharply 

“The Conference Board Consumer Confidence Index 

increased in December following back-to-back 

monthly declines. The Index now stands at 108.3 

(1985=100), up sharply from 101.4 in November.  

• The Present Situation Index—based on 

consumers’ assessment of current business 

and labor market conditions – increased to 

147.2 from 138.3 last month.  

• The Expectations Index – based on 

consumers’ short-term outlook for income, 

business, and labor market conditions – 

improved to 82.4 from 76.7. However, 

Expectations are still lingering around 80 – a 

level associated with recession. 

“Consumer confidence bounced back in December, 

reversing consecutive declines in October and 

November to reach its highest level since April 2022. 

The Present Situation and Expectations Indexes 

improved due to consumers’ more favorable view 

regarding the economy and jobs. Inflation 

expectations retreated in December to their lowest 

level since September 2021, with recent declines in 

gas prices a major impetus. Vacation intentions 

improved but plans to purchase homes and big-ticket 

appliances cooled further. This shift in consumers’ 

preference from big-ticket items to services will 

continue in 2023, as will headwinds from inflation and 

interest rate hikes.” 

 

Present Situation 

Consumers’ assessment of current business 

conditions improved in December. 
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• 19.0% of consumers said business conditions 

were “good,” up from 17.8%. 

• 20.1% said business conditions were “bad,” 

down from 23.6%. 

Consumers’ appraisal of the labor market was also 

more favorable. 

• 47.8% of consumers said jobs were 

“plentiful,” up from 45.2%. 

• 12.0% of consumers said jobs were “hard to 

get,” down from 13.7%. 

 

Expectations Six Months Hence 

Consumers were less pessimistic about the short-

term business conditions outlook in December. 

• 20.4% of consumers expect business 

conditions to improve, up from 19.8%. 

• 20.3% expect business conditions to worsen, 

down from 21.0%. 

Consumers were more upbeat about the short-term 

labor market outlook. 

• 19.5% of consumers expect more jobs to be 

available, up from 18.5%. 

• 18.3% anticipate fewer jobs, down from 

21.2%. 

Consumers were mixed about their short-

term income prospects. 

• 16.7% of consumers expect their incomes to 

increase, down slightly from 17.1%. 

• However, 13.3% expect their incomes will 

decrease, down from 15.8%. 

Consumer Sentiment Jumps 

The University of Michigan released its index of 

Consumer Sentiment and reported that “consumer 

sentiment confirmed the preliminary reading earlier 

this month, rising 5% above November. Sentiment 

remains relatively downbeat at 15% below a year 

ago, but consumers’ extremely negative attitudes 

have softened this month on the basis of easing 

pressures from inflation. One-year business 

conditions surged 25%, and the long-term outlook 

improved a more modest but still sizable 9%. Still, 

both measures are well below 2021 readings. 

Assessments of personal finances, both current and 

future, are essentially unchanged from November.  

 

Year-ahead inflation expectations improved 

considerably but remained elevated, falling from 4.9% 

in November to 4.4% in December, the lowest 

reading in 18 months but still well above two years 

ago. Declines in short-run inflation expectations were 

visible across the distribution of age, income, 

education, as well as political party identification. At 

2.9%, long run inflation expectations have stayed 

within the narrow, albeit elevated, 2.9-3.1% range for 

16 of the last 17 months. While the sizable decline in 

short-run inflation expectations may be welcome 

news, consumers continued to exhibit substantial 

uncertainty over the future path of prices.” 

Exports and Imports Down 

the U.S. Census Bureau announced the following 

international trade, wholesale inventories, and retail 

inventories advance statistics for November 2022:  
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Advance International Trade in Goods 

• The international trade deficit was $83.3 

billion in November, down $15.5 billion from 

$98.8 billion in October.  

• Exports of goods for November were $168.9 

billion, $5.3 billion less than October exports. 

• Imports of goods for November were $252.2 

billion, $20.8 billion less than October 

imports.  

Advance Wholesale Inventories 

• Wholesale inventories for November, 

adjusted for seasonal variations and trading 

day differences, but not for price changes, 

were estimated at an end-of-month level of 

$933.6 billion, up 1.0% from October 2022. 

• This is up 21.0% from November 2021.  

• The September 2022 to October 2022 

percentage change was revised from up 0.5% 

to up 0.6%. 

Advance Retail Inventories 

• Retail inventories for November, adjusted for 

seasonal variations and trading day 

differences, but not for price changes, were 

estimated at an end-of-month level of $738.7 

billion, up 0.1% from October 2022. 

• This is up 18.4% from November 2021.  

• The September 2022 to October 2022 

percentage change was revised from down 

0.2% to down 0.4%. 

Modest Manufacturing Growth 

The Federal Reserve Bank of Richmond announced 

that some Fifth District manufacturing firms reported 

modest improvements in December. 

• The composite manufacturing index climbed 

into positive territory, increasing from −9 in 

November to 1 in December.  

• Each of its three component indexes — 

shipments, new orders and employment — 

improved, with the index for shipments seeing 

the most notable increase from −8 in 

November to 5 in December. 

 

“Alongside a slightly positive employment index, the 

wage index increased notably from 25 to 37 in 

December, surpassing its October reading of 34. The 

local business conditions index remained unchanged 

at −6 in December. However, a larger portion of firms 

are pessimistic about local business conditions over 

the next six months, as the expectations index fell to 

−20 in December. 

 

The indexes for order backlogs and vendor lead time 

remained firmly in negative territory, indicating that, 

on balance, businesses continued to see shrinking 

backlogs and lead times.  

 

The average growth rates of both prices paid and 

prices received decreased in December. 

Expectations for both over the next 12 months also 

decreased and are much lower than current price 

trends.” 

 

 

 

Sources: bls.gov; bea.gov; census.gov; umich.edu; conference-

board.org; census.gov; msci.com; fidelity.com; msci.com; 

nasdaq.com; wsj.com; morningstar.com 

 

 


