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“It's the same old story / Same old song and dance, my friend” Aerosmith, “Same Old Song 
And Dance” 

For the third consecutive year we begin our review marveling at the returns generated by U.S. stocks. 
Once again, the major U.S. market index shook off geopolitical and economic uncertainty to post strong 
returns. The widening chasm in domestic politics, more variants of the coronavirus, spiraling inflation, 
possible unfavorable forward earnings comparisons—nothing fazed investors in 2021. In fact, most risk 
assets performed well last year as continuing accommodative fiscal and monetary policy made the ‘risk 
on’ trade attractive. A stronger dollar and cracks in China’s property markets, as well as key policy 
shifts, weighed on emerging-markets equities. Developed markets fared appreciably better. High-yield 
and municipal bonds also were positive for the year, while high-quality bonds declined due to rate 
pressures. The high-yield sector benefited from a demand for higher yields and a higher correlation to 
equities than other bonds. Oil prices enjoyed a sharp rebound as post-lockdown economic rejuvenation 
spurred demand, and real estate rebounded nicely from concerns in 2020 around post-COVID demand 
for retail, commercial and office space. A summary of results follows: 

 

Index Q4-21 2021 2020 2019

BbgBarclays US HY 2% Issuer Cap 0.69% 5.26% 7.05% 14.32%
BbgBarclays Municipal 0.72% 1.52% 5.21% 7.54%
BbgBarclays Global Aggregate 0.04% <1.39%> 5.58% 8.22%
BbgBarclays US Agg Bond 0.01% <1.54%> 7.51% 8.72%

Russell 1000 [Large-cap Stocks] 9.78% 26.45% 20.96% 31.43%
Russell 2000 [Small-cap Stocks] 2.14% 14.82% 19.96% 25.52%
S&P 500 11.03% 28.71% 18.40% 31.49%

MSCI ACWI Ex USA NR [A ll Stocks] 1.82% 7.82% 10.65% 21.51%
MSCI EAFE NR [Developed M arkets] 2.69% 11.26% 7.82% 22.01%
MSCI EM NR [Emerging M arkets] <1.31%> <2.54%> 18.31% 18.44%

U.S. Dollar 1.84% 6.71% <6.69%> 0.22%
S&P GSCI Gold Spot 4.08% <3.51%> 24.42% 18.87%
Morningstar US Real Asset Index 6.80% 21.49% 1.03% 9.87%
Bloomberg Commodity <1.56%> 27.11% <3.12%> 7.69%
S&P GSCI Crude Oil Spot 0.24% 55.01% <20.54%> 34.46%
S&P United States REIT 16.41% 43.05% <7.52%> 24.45%
S&P Global Ex US REIT 4.73% 13.53% <9.34%> 24.75%
Source: Morningstar, Inc. USD data with dividends and interest
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“I'm walking on sunshine, whoa / And don't it feel good” Katrina and The Waves, “Walking on 
Sunshine” 

One observation that struck us as we compiled the return data above was the fact that 2021 is the first 
time in 20 years that the S&P 500 has posted a cumulative three-year return greater than 100%. This 
means that $100 invested in the beginning of 2019 would be worth over $200 at the end of 2021. An 
important contributing factor to these results is the strong returns from the technology sector. Research 
shows that the last time the market compounded capital this quickly was in the late 1990s during the 
Technology Bubble, as shown below in the red circles under the blue column heading: 

 
We also noted in red the other indices that had three-year rolling cumulative returns greater than 100%. 
It’s interesting to note that this select company includes emerging-markets equities, REITs and large-
cap technology stocks as represented by the S&P 500 Information Technology sector index. This latter 
index has the distinction of having six periods of triple-digit cumulative returns, including an eye-
popping 309% for the three years ending in December 1999. It also has the honor of the worst three-
year cumulative decline ending in December 2002 (the green arrow), during the ‘Tech Wreck’ that 
occurred after Internet 1.0. The green arrows highlight each index’s worst three-year cumulative return. 
We can see that all equity-related indices had some substantial cumulative drawdowns. Bonds, in 
contrast, have never had a negative three-year period, affirming their place in portfolios as a non-
correlated asset during times of market pullbacks. 

Also of note is the outsized influence the technology sector plays in broader market returns. As the 
largest sector in the S&P 500 index for several decades, it has provided an important source of market 
growth, though with high levels of volatility. Technology stocks include names that are popular with 
consumers but aren’t strictly related to classic industries such as hardware and software. They do 
incorporate cutting-edge technologies and promote important changes, but they may also promote 
investor over-confidence and a tendency to fall prey to recency bias (the behavioral trap that what has 
happened recently will continue). A handful of stocks are also outsized contributors to major indices. 

3 YR 
Cumulative 

Returns 
ENDING

S&P 500 Russell 
2000

MSCI 
EAFE

MSCI 
Emg. 

Markets

S&P 500 
Info. Tech

S&P U.S. 
REIT

S&P GSCI 
Gold Spot

Bloomberg 
US Agg 
Bond

12/31/1997 125.61 83.10 20.03 157.51 80.66 (24.58) 34.63 
12/31/1998 110.85 38.92 29.52 228.96 35.37 (25.48) 23.51 
12/31/1999 107.56 44.60 55.06 309.27 (3.70) (21.56) 18.20 
12/31/2000 41.46 14.60 30.77 88.18 6.05 (5.62) 20.33 
12/31/2001 (3.06) 20.52 (14.39) (21.69) 40.30 (3.53) 20.06 
12/31/2002 (37.61) (20.97) (43.32) (72.58) 53.73 20.23 33.47 
12/31/2003 (11.67) 20.00 (8.48) 42.38 (31.69) 63.04 52.08 24.47 
12/31/2004 11.15 38.55 40.08 83.56 (5.50) 87.59 57.13 19.76 
12/31/2005 49.70 82.18 89.20 162.14 52.49 102.05 49.02 11.26 
12/31/2006 34.70 46.44 72.48 122.32 12.29 101.07 53.33 11.50 
12/31/2007 28.16 21.82 59.46 146.87 27.35 27.10 91.15 14.31 
12/31/2008 (23.04) (22.85) (20.47) (14.02) (28.30) (30.12) 70.42 17.45 
12/31/2009 (15.95) (17.11) (17.05) 16.14 6.95 (33.94) 71.82 19.25 
12/31/2010 (8.32) 6.82 (19.60) (0.97) 1.32 1.88 69.62 18.77 
12/31/2011 48.59 54.59 24.75 73.11 82.50 79.22 77.18 21.71 
12/31/2012 36.30 41.43 11.06 14.65 29.57 64.43 52.87 19.74 
12/31/2013 56.82 54.78 26.55 (6.07) 51.03 31.05 (15.41) 10.11 
12/31/2014 74.60 69.42 36.98 12.63 77.13 57.38 (24.43) 8.20 
12/31/2015 52.59 39.19 15.81 (18.94) 63.40 36.78 (36.73) 4.39 
12/31/2016 29.05 21.63 (4.73) (7.47) 44.85 44.92 (4.21) 9.37 
12/31/2017 38.29 32.94 25.26 29.87 67.42 16.06 10.57 6.87 
12/31/2018 30.42 23.76 8.87 30.39 57.60 8.90 20.85 6.30 
12/31/2019 53.17 28.06 31.52 38.89 108.05 24.91 32.25 12.58 
12/31/2020 48.85 34.00 13.41 19.69 115.63 10.72 44.74 16.89 
12/31/2021 100.37 72.90 46.37 36.55 190.92 64.63 42.71 15.08 

SELECTED ROLLING 3-YEAR CUMULATIVE RETURNS

Returns are from Morningstar Inc. and reflect dividends and interest.  Non-U.S. indices are net of taxes.
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We are tracking the changes in the top-10 names 
dominance in the S&P 500 index over the past five 
years. Some of the tech names referenced above are 
driving this increased concentration. The top-10 
allocation originally peaked in 2000, declined steadily 
in normal growth markets over the next 16 years, and 
reached new peaks pre-COVID and again in 2021. 
Clearly driving performance, this concentration may 
lull investors into overconfidence and to overlook 
other stocks that are smaller index components. 

We remain bullish on stocks in this environment but remind investors that this level of concentration 
and reliance on just a few names to drive returns is cause for caution with respect to expectations. 

“Doctor Doctor, gimme the news” Robert Palmer, “Bad Case of Loving You” 

The world is moving on from the COVID-
19 pandemic as growth recovers and 
mutated variants move through society. 
We have been surprised to hear that 
COVID may be a tailwind at this point, as 
vaccines have minimized the severity of 
the more dangerous strains and most 
economies are committing to remaining 
open and adjusting social restrictions. 
This implies that more acceptance of a 
future booster protocol, while accepting 

behavioral changes that will reshape the global economy. We should still expect infection waves, 
however, as the virus continues to mutate and vaccines are not equally distributed around the globe. 

“Well this job I’ve got is just a little too hard / Running out of money, lord, I need more 
pay / Gonna wake up in the morning lord, gonna pack my bags, / I'm gonna beat it on 
down the line.” The Grateful Dead, “Beat It On Down The Line” 

 
The jobs recovery continues against 
the backdrop of The Great 
Resignation, accelerated Baby 
Boomer retirements, more people 
changing jobs and/or demanding 
higher pay and benefits and 
continuing hybrid work environments. 
We expect job growth to continue, and 
despite growing inflation fears, see 
the strong recent wage-growth trends 
as a long-term economic support. 

Inflation expectations indicate that core inflation will remain elevated for some time due to variety of 
global issues including supply-chain disruptions and disproportionate spending on goods versus 
services as the economy reopens. We expect that consumer spending, driven by drawdowns of 

SOURCE: J.P. Morgan Asset Management 
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pandemic savings and higher wages, will put some pressure on goods and services inflation. We still 
expect inflation to moderate somewhat as bottlenecks ease but believe the Fed will be less aggressive 
in fighting inflation than in the past. We also expect some interest-rate increases in 2022, which may 
negatively affect bond prices in the short term. 

“This time tomorrow, where will we be? / This time tomorrow, what will we see?” The 
Kinks, “This Time Tomorrow” 
Our expectations for 2022 are more muted than last year. We expect: 

• Slower but good global growth. 
• Good returns for U.S. and non-U.S. stocks, but with more volatility and pullbacks than 2021. 
• The Fed to gradually begin raising rates. The market is pricing two to four hikes in 2022. 
• More geopolitical policy challenges and a change in the U.S. legislature composition after the 

midterm elections in November, which will present a strong headwind to the Biden agenda. 

Many of these are expected changes that have been presaged for some time. They will likely promote 
some unpleasant volatility, but we remain confident in our ability to manage though them and keep your 
financial plans on track. 

As always, we welcome your comments, questions and feedback. We wish you and your families a 
healthy, happy and prosperous new year. 

—Your Wealth Management Team at JJ Burns & Company 

Disclosure: J.J. Burns & Company, LLC is a registered investment adviser with the U.S. Securities & Exchange Commission and maintains notice filings with the States of New York, Florida, 
Pennsylvania, New Jersey, Connecticut, and California. J.J. Burns & Company, LLC only transacts business in states where it is properly registered or excluded or exempted from 
registration. Follow-up and individualized responses to persons that involves either the effecting or attempting to effect transactions in securities, or the rendering of personalized investment 
advice for compensation, as the case may be, will not be made absent compliance with state investment adviser and investment adviser representative registration requirements, or an 
applicable exemption or exclusion. 
 
Unless otherwise stated performance numbers refer to indexes, which cannot be invested in directly and have no fees or trading expenses associated with them. All index data provided by 
Morningstar, Inc. 
 
Russell data © Russell Investment Group 1995–2018, all rights reserved. Dow Jones data provided by Dow Jones Indexes. MSCI data © MSCI 2018, all rights reserved. S&P data provided 
by Standard & Poor’s Index Services Group. © 2018 Merrill Lynch, Pierce, Fenner & Smith Inc.; all rights reserved. Citigroup bond indices © 2018 by Citigroup. Barclays data provided by 
Barclays Bank PLC. Indices are not available for direct investment; their performance does not reflect the expenses associated with the management of an actual portfolio. 
 
Past performance is no guarantee of future results. This information is provided for educational purposes only and should not be considered investment advice or a solicitation to buy or sell 
securities. 
 
Investing risks include loss of principal and fluctuating value. Small cap securities are subject to greater volatility than those in other asset categories. International investing involves special 
risks such as currency fluctuation and political instability. Investing in emerging markets may accentuate these risks. Sector-specific investments can also increase these risks.  
 
Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed-income investments are subject to various other risks, including changes in 
credit quality, liquidity, prepayments, and other factors. REIT risks include changes in real estate values and property taxes, interest rates, cash flow of underlying real estate assets, supply 
and demand, and the management skill and creditworthiness of the issuer. 
 
The Russell 1000 Index measures the performance of the large-cap segment of the U.S. equity universe. It includes approximately 1000 of the largest securities based on a combination of 
their market cap and current index membership. The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. It includes approximately 2000 of 
the smallest securities based on a combination of their market cap and current index membership. 
 
The Barclays U.S. Corporate High-Yield Index covers the USD-denominated, non-investment grade, fixed-rate, taxable corporate bond market. The Barclays U.S. Aggregate Index covers the 
USD-denominated, investment-grade, fixed-rate, taxable bond market of SEC-registered securities. 
 
The Citi World Government Bond Index (WGBI) provides a broad benchmark for the global sovereign fixed income market. It measures the performance of fixed-rate, local currency, 
investment grade sovereign bonds, currently includes sovereign debt from over 20 countries denominated in a variety of currencies. 
 
The Morningstar® US Real Asset Index is a diversified portfolio of four different asset classes that have historically displayed high sensitivity to inflation. Real assets are defined as TIPS, 
commodity futures-based strategies, real estate investment trusts, and inflation-sensitive equities such as upstream commodity stocks and master limited partnerships 
 
The S&P U.S. REIT Index defines and measures the investable universe of publicly traded real estate investment trusts domiciled in the United States. The S&P Global REITis a 
comprehensive benchmark of publicly traded equity REITs listed in both developed and emerging markets. The S&P 500® index includes 500 leading companies and captures approximately 
80% coverage of available market capitalization. 
 
The MSCI ACWI index captures large and mid-cap representation across 23 Developed Markets (DM) and 23 Emerging Markets (EM) countries. The MSCI EAFE Index is an equity index 
which captures large and mid-cap representation across Developed Markets countries around the world, excluding the US and Canada. The MSCI Emerging Markets Index captures large 
and mid-cap representation across 23 Emerging Markets (EM) countries. 
 
The Bloomberg Commodity Total Return index is composed of futures contracts and reflects the returns on a fully collateralized investment in the BCOM. The index currently represents 20 
commodities, which are weighted to account for economic significance and market liquidity. 


