
The equity markets rallied in December, as the S&P 
500 rose by +3.84%, U.S. small caps +8.65%, U.S. 
mid-caps +6.52%, international developed +4.65% 
and emerging markets +7.35%1. 

December continued a trend we saw in November, 
as accounts in our models have benefitted from 
diversified equity portfolios. We expect the 
outperformance of small caps and international 
stocks to persist relative to the larger U.S. 
companies that are heavily represented in the S&P 
500. The global economy continues to recover from 
the effects of Covid, with incremental progress 
on the deployment of multiple Covid vaccines. It 
seems the bulk of the Brexit-related uncertainty 
is also finally behind us; after over four years 
of negotiating since the UK voted to leave the 
European Union (EU), the UK and the EU are now 
operating under a post-Brexit trade agreement. 

The 10-year Treasury yield rose in December from 
0.84% to 0.92%, and we expect the yield to continue 
to rise1. When interest rates rise, bonds with longer 
maturities have larger price declines, so we’ve 
structured accounts in our models to have fixed 
income exposures with shorter maturities. 

External sources: Bloomberg pricing data1, PredictIt2. 
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In late 2020 and continuing today, we’ve been 
taking profits for accounts in our models through 
the reduction of equity exposures in a tax-sensitive 
manner. This has been a particularly uncertain tax-
year end amidst the backdrop of election uncertainty 
and thus future tax policy. Market watchers are 
focused on the outcomes of tomorrow’s Senate 
runoff elections in Georgia, which should help 
alleviate this uncertainty as they will decide which 
party controls the Senate. Online betting odds on 
PredictIt currently imply a 55% probability that 
Republicans will maintain control of the Senate after 
these Senate elections have been finalized2. 
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