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1. Equities 

Equity markets rose in December, continuing November’s run of strong performance. Investors were 
optimistic as more countries approved Covid-19 vaccines and began vaccination programmes. The 
FTSE World Index increased by 3.9%. 

In the UK, a new coronavirus strain led to rising infection rates and tighter lockdown restrictions. 
London-listed companies fell mid-month after the introduction of new lockdown tiers. By the end of 
December, more than three quarters of England’s population was under the most severe restrictions. 
But markets reacted positively to the late Brexit deal on Christmas Eve. The deal was light on detail 
for some critical areas, including financial services, but investors viewed it constructively. As a result, 
UK shares finished up over the month, with smaller companies outperforming their larger 
counterparts. 

European indices grew, but performance varied by country. German stocks performed well, helped by 
the announcement of the Brexit deal and President Trump ratifying the US stimulus package. 
Elsewhere, the Electoral College confirmed Joe Biden’s US presidential election victory in mid-
December. Republican legal challenges to the result have largely failed. US stocks rose over the 
month, but a weakening dollar reduced returns for overseas investors. In emerging markets, Latin 
America did particularly well, with strong growth in Colombia and Brazil. In Asia Pacific, China slightly 
lagged the wider region, although it still posted positive returns. Japanese equities also fared well, as 
rising optimism about an economic recovery boosted markets.   

December saw rising commodity prices. At the beginning of the month, Russia and the Organization of 
the Petroleum Exporting Countries (OPEC) came to agreement on growing oil production levels from 
January. Prices then rose to their highest levels since March and Brent crude finished the year at over 
US$50 per barrel. The gold price also rose over the month and silver soared almost 20%. 
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2. Bonds and Economics 

Global government bond markets were rather mixed over December. Bond yields largely fell (and 
prices rose) in the first half of the month, mainly due to concerns about the new coronavirus variant. 
But yields mostly rose thereafter and several major government bond markets – including the US and 
Japan – posted losses for the month.  

On the other hand, UK gilts and European peripheral bonds (such as Spain and Italy) rose over 
December. UK corporate bonds also performed well, reacting positively to the Brexit trade deal. 
Globally, riskier bonds performed well, with both high-yield and emerging market issues rising. 

In the US, President Trump approved a new US$900 billion pandemic stimulus package late in 
December, after months of haggling. The Federal Reserve noted economic optimism but said its asset-
purchase programme would need to continue until there is ‘substantial further progress’ in the 
economic recovery.  

Japan also announced a major stimulus package in early December, with around ¥74 trillion 
earmarked for packages including carbon reduction and boosting the digital economy. The Bank of 
Japan later announced a major policy review, its first since 2016. The central bank held interest rates 
after inflation data worsened, noting that coronavirus will hinder it from hitting its inflation target. 
Elsewhere, the European Central Bank expanded its bond-purchase programme by €500 billion. 

The Bank of England held rates in December, noting that rising Covid-19 infections would hurt growth. 
Data showed that UK GDP rose by just 0.4% in October and retail sales fell 3.8% in November as 
lockdowns escalated. The government’s furlough scheme was also extended until the end of April. 
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3. Real Estate 

According to the MSCI Monthly Index, total returns improved in November (the latest data available) to 
0.7%. Accelerating capital growth in the industrial sector was the main driver of returns. As valuers 
caught up with downward pressure on yields in the investment market, the total return for all industrials 
was 2.3%. Remarkably, this was the sector’s second strongest month since 2014. 

The beginning of December saw the country emerge from lockdowns, which created busy high streets. 
But Covid-19 cases began to increase, too, and tighter restrictions piled more misery on retail and 
leisure occupiers. The move to tier four across much of the country curtailed the pre-Christmas trading 
period. This meant that the post-Christmas sales became a largely online affair. However, supermarkets 
enjoyed record sales in December and such assets, including retail parks with a grocery and value 
proposition, remain resilient. This dynamic looks likely to continue over the coming months, given the 
renewed lockdown. 

Office values continue to fall amid uncertainty around future occupational demand, but the decline has 
been glacial. Market pricing, especially for older buildings, has softened more than valuation movements 
currently suggest, particularly in the South East markets. While central London values are holding firm, 
the occupier fundamentals have weakened substantially and availability rates remain on a steep upward 
trajectory. We continue to expect falling rents and values in 2021, focused on poorer-quality assets that 
carry income risk. 
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4. IMPORTANT INFORMATION 

The value of investments and the income from them can go down as well as up and you may get back 
less than the amount invested. 

If you are unsure about the suitability of an investment you should speak to an Independent Financial 
Adviser who will inform you of the fee they charge for their service. To find Independent Financial 
Advisers in your area, the website www.unbiased.co.uk is very helpful. 

This document is strictly for information purposes only and should not be considered as an offer, or 
solicitation, to deal in any of the investments or funds mentioned herein and does not constitute 
investment research. 

Utmost Life and Pensions does not warrant the accuracy, adequacy or completeness of the information 
and materials contained in this document and expressly disclaims liability for errors or omissions in 
such information and materials. 

Some of the information in this document may contain projections or other forward looking statements 
regarding future events or future financial performance of countries, markets or companies. These 
statements are only predictions and actual events or results may differ materially. 

The reader must make their own assessment of the relevance, accuracy and adequacy of the 
information contained in this document and make such independent investigations, as they may 
consider necessary or appropriate for the purpose of such assessment. Any opinion or estimate 
contained in this document is made on a general basis and is not to be relied on by the reader as 
advice. 

No warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether 
directly or indirectly as a result of the reader, any person or group of persons acting on any 
information, opinion or estimate contained in this document. 
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