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Indices December 1 Year 3 Year 5 Year  10 Year 

S&P 500 4.5% 28.7%    26.1% 18.5% 16.6% 

MSCI EAFE 5.1% 11.3% 13.5% 9.6% 8.0% 

MSCI Emerging Markets 1.9% -2.5% 10.9% 9.9% 5.5% 

MSCI China -3.2% -21.7% 7.8% 9.4% 7.2% 

Bloomberg Barclays Aggregate -0.3% -1.5% 4.8% 3.6% 2.9% 

Bloomberg Barclays TIPS 0.3% 6.0% 8.4% 5.3% 3.1% 

Bloomberg Barclays High Yield 1.9% 5.3% 8.8% 6.3% 6.8% 

10-year US Treasury -0.4% -3.6% 5.1% 3.5% 2.4% 

30-year US Treasury -2.1% -4.6% 9.7% 7.0% 4.4% 

• Declining fears over the Omicron variant and expectations for continued corporate strength contributed 

to global equity markets posting positive returns for December. Developed markets led the way with 

international equities (MSCI EAFE) outpacing US equities (S&P 500). Emerging markets lagged mainly due 

to continued concerns related to China. Overall in 2021, US equities had the best results given continued 

policy support, relative success in reopening the economy, and strong corporate fundamentals.  

• In December, rising inflation and expectations for less accommodative policy led to the US bond market 

(Bloomberg Barclays Aggregate) declining slightly, while high yield bonds increased in the risk-on 

environment. For the year, TIPS led the way in bonds, up 6%, followed by high yield with the broad bond 

market index declining by 1.5%.  

 
1 Source: Investment Metrics and Bloomberg. Data is as of December 31, 2021. 
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Sector Returns1 

 

• All sectors advanced in 2021 with energy leading the way followed by financials, a reversal of the 2020 

trend.  

• The technology sector also produced strong results last year building on the 40%+ returns in the prior year.   

 
1 Source: Bloomberg. Data is as of December 31, 2021. 
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US Yield Curve1 

 

• During the first half of 2021, the Treasury yield curve steepened on both higher growth and inflation expectations 

as vaccines were deployed and economic growth prospects improved on the opening of the economy, while 

monetary policy anchored short-dated rates near 0%. 

• Over the latter-half of the year, however, shorter-dated yields from 1- to 5-years rose sharply as the FOMC 

signaled that policy rates may be tightened more aggressively than previously anticipated.  

  

 
1 Source: Bloomberg. Data is as of December 31, 2021.  
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US Inflation (CPI) 

Trailing Twelve Months1 

 

  

 
1  Source: Bureau of Labor Statistics. Data is non-seasonally adjusted CPI, which may be volatile in the short-term. Data is as of December 31, 2021. 
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Breakeven Inflation1 

 
 • Inflation expectations finished the year higher than they started, ending at a level well above the Fed’s 2% target.  

• Supply chain issues potentially persisting as new variants of the virus increase the risk of re-shuttering sectors 

of the global economy and wage pressures remain key drivers of inflation expectations. 

• Additionally, changes to Fed policy focused on an average inflation target may play a role in inflation market 

dynamics and, specifically, the risk that consumer inflation expectations get entrenched at higher inflation 

growth rates.  

 
1 Source: Bloomberg. Data is as of December 31, 2021. 
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US Unemployment1 

 

 

 
1  Source: Bureau of Labor Statistics. Data is as of December 31, 2021. 
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Credit Spreads (High Yield & Investment Grade)1 

Investment Grade OAS High Yield OAS 

    

• Credit spreads (the yield spread above a comparable maturity Treasury) narrowed in December after the 

modest widening in November on the discovery of the new virus variant (Omicron).  

• Policy support, strong corporate fundamentals, and the search for yield in a low-rate environment have 

been key drivers in the decline in US credit spreads to well below long-term averages, particularly for high 

yield issuers. 

  

 
1 Source: Barclays Live. Data represents OAS and is as of December 31, 2021. 
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GDP Data Shows Slowing Growth in 20221 

 • In late 2020 and early 2021, major economies grew at rates far above potential. These high rates of growth are 

expected to decline slightly, with projections continuing to decline due to supply disruptions, reopening trends 

moderating, and some countries continuing to struggle with the virus. 

• The US is expected to grow faster than the euro area again in 2022, with some growth pulled forward due to 

the relative success in distributing the vaccine and a substantially larger fiscal stimulus response to the 

pandemic. 

• China is projected to grow at 8.0% in 2021 and 5.6% in 2022, both above the expected US growth rate. Questions 

remain, though, about the highly levered property market and increased government regulations.  

 
1 Source: Bloomberg, and IMF; Euro Area and China figures annualized by Meketa. Projections via October 2021 IMF World Economic Outlook and represent annual numbers. 
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US Unemployment1 

    

• The US labor market continues to recover, and the unemployment rate (U3) fell from 4.2% to 3.9% in 

December. It still remains slightly above pre-pandemic levels though, but far below the pandemic peak. 

• The broader measure of unemployment (U6) that includes discouraged and underemployed workers also 

continued to decline but is much higher at 7.2%. Also, the labor force participation rate remains quite low at 

61.9% and is below the 63.4% level of January 2020. 

• Continued improvements in the labor market have contributed to recent expectations that the Federal 

Reserve will increase its pace of policy removal in 2022.   

 
1 Source: Bloomberg. Data is as of December 31, 2021. Bars represent recessions as observed by the National Bureau of Economic Research. 
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1 Buying back shares reduces the denominator in the Earnings per Share equation, thus increasing the result of the calculation.
2 Source: Yardeni research
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Conclusion 

While CalSavers is a program designed for individuals to select their own mix of retirement assets, it is imperative 

to ensure that the Board understands the influence of the capital markets on the historical returns and potential 

future returns, of those investment options. 

 Target Date Funds provide a diversified asset allocation with exposure to many underlying assets. 

 Investors can also select from global equity, core fixed income, money market, or ESG investment options 

to supplement their retirement savings.  
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These materials are intended solely for the recipient and may contain information that is not suitable for all 

investors. This presentation is provided by Meketa Investment Group (“Meketa”) for informational purposes only 

and no statement is to be construed as a solicitation or offer to buy or sell a security, or the rendering of personalized 

investment advice. There is no agreement or understanding that Meketa will provide individual advice to any 

advisory client in receipt of this document. There can be no assurance the views and opinions expressed herein will 

come to pass. Any data and/or graphics presented herein is obtained from what are considered reliable sources; 

however, its delivery does not warrant that the information contained is correct. Any reference to a market index is 

included for illustrative purposes only, as an index is not a security in which an investment can be made and are 

provided for informational purposes only. For additional information about Meketa, please consult the Firm’s Form 

ADV disclosure documents, the most recent versions of which are available on the SEC’s Investment Adviser Public 

Disclosure website (www.adviserinfo.sec.gov) and may otherwise be made available upon written request.  
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