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Month 

QTR 
TD 

Calendar 
YTD 

One 
Year 

Three 
Years 

Five Years 

Domestic 
Stocks 

S&P 500  1.7%   1.7  1.7   20.8  11.0 14.3 
Russell 2000 -3.9%  -3.9 -3.9     2.4  -0.8 6.8 

Domestic Bonds Bloomberg Aggregate   -0.3% -0.3     -0.3  2.1 -3.2 0.8 
Bloomberg High Yield   0.0% 0.0      0.0    9.3     1.9 4.4 

Non-US 
Stocks 

MSCI EAFE  0.6%   0.6    0.6 10.0 4.6 6.9 
MSCI Emerging Mkts -4.6%  -4.6 -4.6    -2.9   -7.5 1.0 

Global Bonds Bloomberg Global Agg -1.4%  -1.4    -1.4  0.9  -5.7     -0.9 
 

Asset returns were mixed in January as better-than-expected economic returns and a hawkish Federal Reserve weighed 
on markets. The U.S. economy expanded at an annualized rate of 3.3% in the fourth quarter fueled by strong consumer 
spending. Spending data released last month still point to a resilient consumer with personal consumption expenditures 
beating expectations and rising 0.7% over December. In addition, JOLTS data beat expectations, rising to nine million 
job-openings in December. In a widely expected move, the Fed held rates steady at a range of 5.25%-5.50%, with Fed 
Chair Jerome Powell signaling that a rate cut at the next meeting in March is unlikely. As a result, longer-tenor interest 
rates rose with the 10-and 30-year Treasury yields rising seven and 16 basis points, respectively. 

In equities, the S&P 500 Index gained 1.7%, with the so-called Magnificent 7 companies contributing 0.7% of the 
broader index returns. Notably, small-cap equities underperformed with the Russell 2000 falling 3.9% as uncertainty 
surrounding interest rates weighed on sentiment. 

Meanwhile, outside the U.S., a stronger dollar weighed on equity returns with the MSCI EAFE Index rising 0.6% and 
2.6% in dollar and local terms, respectively. Chinese equites continued to sell off despite new stimulus efforts by the 
People’s Bank of China; as a result, the MSCI China and Emerging Market Index fell 10.6% and 4.6%, respectively. 

Elsewhere, within real assets, WTI Crude oil spot prices rose 5.5% in January as ongoing attacks on freight shipping 
through the Suez Canal and disruptions to Russian energy infrastructure raised supply concerns. 

Following the recent strength in U.S. equities, we continue recommending investors reduce S&P 500 and U.S. mega-cap 
exposure in favor of U.S. value positions and high-yield credit. Additionally, while expectations around rate cuts have 
waned, we believe the market is aggressive projecting falling interest rates in the near term. To that end, we are 
comfortable with clients holding higher levels of cash to bolster liquidity in portfolios. We also recommend investors 
broadly evaluate the risk-return benefit of fixed income and look to add U.S. TIPS to capitalize on the current real-rate 
environment. 
 

Commentary courtesy of New England Pension Consultants (NEPC). UUCEF has a consultancy agreement with NEPC to assist in 
the oversight of investment managers and provide other advisory services to the UUCEF Investment Committee. NEPC® is an 
independent, full service investment consulting firm, providing asset allocation, manager search, performance evaluation and 
investment policy services to middle and upper market institutional investment programs.] 


