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Global Overview 
 

Global markets ended the year with mixed performance, as U.S. equities posted modest December returns amid signs 
of broadening leadership beyond mega-cap technology, while value stocks outperformed growth. Incoming U.S. 
macroeconomic data pointed to moderating growth, with weaker consumer confidence, persistent manufacturing 
contraction, and slowing hiring contributing to the Federal Reserve’s third rate cut of 2025. Despite policy easing, rising 
long-term yields driven by macroeconomic uncertainty weighed on duration-sensitive fixed income sectors, though 
credit conditions improved as investment-grade and high-yield spreads tightened. Internationally, economic 
momentum improved modestly, led by resilient services activity in Europe, policy normalization in Japan, and signs of 
stabilization in China supported by fiscal easing expectations. Looking ahead, accelerating AI-related investment and 
debt issuance by large technology firms remains a key structural theme, raising questions around market 
concentration, index composition, and cross-asset portfolio risk in 2026 and beyond. 
 

U.S. Markets & Economy 
 

Domestic equities ended a strong year with mixed results across indexes. The S&P 500 returned 0.1% in December, 
while the equal-weight version of the index outperformed its market-cap-weighted counterpart for a second 
consecutive month, further pointing to a broadening of market leadership beyond mega-cap technology stocks, a 
trend which will be closely monitored as the year turns over. After the prolonged government shutdown delayed key 
macroeconomic releases, the subsequent publication drew heightened market attention, while consumer confidence 
declined from 92.9 to 88.9 as incoming data pointed to moderating growth and continued economic uncertainty. ISM 
Manufacturing PMI declined further in December from 48.2 to 47.9, reinforcing signs of persistent softness in the 
manufacturing sector. Labor market signals remain mixed, as initial jobless claims fell to 199,000 from 215,000 in the 
final week of December, while continuing claims remained elevated YoY. According to Reuters, hiring slowed materially 
in 2025, averaging approximately 55,000 new jobs per month through November, roughly one-third the pace recorded 
in 2024. Against this backdrop, the Federal Reserve lowered rates for a third time in 2025 at its December meeting, 
cutting the policy rate by 25 basis points to a target range of 3.5–3.75%. Further supporting the broadening of market 
leadership, value stocks outperformed growth in December, as the Russell 1000 Value and Russell 2000 Value returned 
0.7% and 0.2%, respectively, compared with declines of -0.6% and -1.3% for the Russell 1000 Growth and Russell 2000 
Growth indexes. At the broader index level, the Russell 1000 finished flat for the month, while the Russell 2000 
declined 0.6%. 
 
Despite Fed easing, higher long-term yields driven by macroeconomic uncertainty steepened the yield curve, resulting 
in negative returns across duration-sensitive indexes. Credit conditions improved modestly, as high-yield spreads 
tightened by 11 basis points to 281 bps and investment-grade spreads narrowed by 3 basis points to 79 bps. Reflecting 
this dynamic, the Bloomberg U.S. Aggregate Bond Index returned -0.2%, the Bloomberg U.S. Government/Credit Index 
declined 0.3%, and the Bloomberg U.S. Long Government/Credit Index fell 1.4%, while the ICE BofA U.S. High Yield 
Index gained 0.7% for the month. 

 

International Markets & Economy 
 

The Eurozone ended the year with its strongest quarterly performance since mid-2022, as the Composite PMI 
remained in expansionary territory at 51.9 in December, marking 12 consecutive months of growth. Services continued 
to drive activity, while Germany’s manufacturing sector showed mixed signals, with output dipping despite sentiment 
reaching a multi-year high; Germany’s December PMI declined to 51.3 from 52.4 in November. France’s economy 
remained largely stalled, with Composite PMI easing to 50.1 from 50.4, as improving manufacturing activity (50.7 from 
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47.8) was offset by weaker services (50.1 from 51.4). In Japan, the BOJ unanimously raised the uncollateralized 
overnight call rate to 0.75% from 0.50%, the highest level since 1995, with Governor Ueda citing a “virtuous cycle” of 
wages and prices and signaling further hikes if conditions remain aligned with forecasts; the move was supported by 
the government. The MSCI EAFE Index gained 3.0% in December, ending the year up 31.2%, aided by a weaker U.S. 
dollar. In China, official PMI rose to 50.1 from 49.2, driven by pre–Lunar New Year production and resilient exports, 
though deflationary pressures persisted as CPI slowed to 0.1% YoY, prompting policymakers to pledge a more proactive 
fiscal stance in 2026. The MSCI Emerging Markets Index rose 3.0% in December, finishing the year up 33.6%, supported 
by improving sentiment toward Asia and stabilizing commodity markets. 
 

In the News 
 

The Financial Times reported that U.S. companies issued $1.7 trillion of investment-grade (IG) bonds in 2025, with 
roughly 30% tied to Big Tech funding for data centers and related energy infrastructure, nearing the $1.8 trillion 
issuance peak seen in 2020 following Covid-related rate cuts. JPMorgan forecasts U.S. IG issuance will reach $1.8 trillion 
in 2026, driven by AI spending, M&A activity, and refinancing needs for nearly $1 trillion of maturing debt over the 
next three years, as rapid adoption of AI infrastructure pushes companies toward larger and more frequent debt raises. 
Tech firms are expected to issue $250 billion of IG bonds in 2026, a 61% increase from 2025, potentially skewing index 
composition as other sectors weights decline. Apollo estimates that if 20% of hyperscaler CapEx is funded through IG 
bonds, Amazon, Meta, Microsoft, Oracle, and Alphabet could rank among the top IG issuers in 2026 and account for 
6.6% of total market volume. JPMorgan separately projects $1.5 trillion in AI-related debt will be needed by 2028, with 
AI infrastructure spending expected to reach $5–7 trillion by decade’s end. Microsoft alone spent $72.6 billion on 
capex in FY2025 and guided to $91 billion in FY2026, while the market has already seen at least $120 billion in large 
private credit deals involving Microsoft, Meta, Oracle, and CoreWeave, often structured through SPVs to move debt 
off balance sheet and preserve borrowing capacity. As hyperscalers increasingly shift AI CapEx funding from free cash 
flow to debt markets, Apollo has warned of rising portfolio concentration risk across asset classes given the dominance 
of large technology issuers that already comprise a significant share of the S&P 500. 
 

Chart of the Month  
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Capital Markets Overview  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1-Mo 3-Mo YTD 1-Yr 3-Yr 5-Yr 10-Yr

MSCI World NR USD 0.81 3.12 21.09 21.09 21.17 12.15 12.17

Bloomberg US Agg Bond TR USD (0.15) 1.10 7.30 7.30 4.66 (0.36) 2.01

Russell 3000 TR USD (0.02) 2.40 17.15 17.15 22.25 13.15 14.29

DJ Industrial Average TR USD 0.92 4.03 14.92 14.92 15.36 11.58 13.11

NASDAQ Composite PR USD (0.53) 2.57 20.36 20.36 30.46 12.52 16.59

MSCI EAFE NR USD 3.00 4.86 31.22 31.22 17.22 8.92 8.18

FTSE Treasury Bill 3 Mon USD 0.33 1.02 4.40 4.40 5.03 3.31 2.23

Bloomberg Commodity TR USD (0.32) 5.85 15.77 15.77 3.96 10.64 5.73

S&P 500 TR USD 0.06 2.66 17.88 17.88 23.01 14.42 14.82

S&P MidCap 400 TR 0.07 1.64 7.50 7.50 12.56 9.12 10.72

S&P SmallCap 600 TR USD (0.05) 1.70 6.02 6.02 10.17 7.31 9.81

Russell 1000 TR USD 0.01 2.41 17.37 17.37 22.74 13.59 14.59

Russell 1000 Growth TR USD (0.62) 1.12 18.56 18.56 31.15 15.32 18.13

Russell 1000 Value TR USD 0.68 3.81 15.91 15.91 13.90 11.33 10.53

Russell Mid Cap TR USD (0.28) 0.16 10.60 10.60 14.36 8.67 11.01

Russell Mid Cap Growth TR USD (1.34) (3.70) 8.66 8.66 18.64 6.65 12.49

Russell Mid Cap Value TR USD 0.06 1.42 11.05 11.05 12.27 9.83 9.78

Russell 2000 TR USD (0.58) 2.19 12.81 12.81 13.73 6.09 9.62

Russell 2000 Growth TR USD (1.28) 1.22 13.01 13.01 15.59 3.18 9.57

Russell 2000 Value TR USD 0.18 3.26 12.59 12.59 11.73 8.88 9.27

MSCI ACWI Ex USA NR USD 3.00 5.05 32.39 32.39 17.33 7.91 8.41

MSCI EAFE NR USD 3.00 4.86 31.22 31.22 17.22 8.92 8.18

MSCI EAFE Growth NR USD 1.76 1.86 20.76 20.76 13.16 4.43 7.42

MSCI EAFE Value NR USD 4.18 7.83 42.25 42.25 21.38 13.36 8.69

MSCI Japan NR USD 0.54 3.23 24.60 24.60 17.54 6.60 7.62

MSCI AC Asia Ex Japan NR USD 2.72 4.29 32.26 32.26 16.21 3.73 8.55

MSCI Europe NR USD 3.90 6.20 35.41 35.41 18.22 10.30 8.52

MSCI United Kingdom NR USD 3.79 6.99 35.11 35.11 18.35 13.33 7.83

MSCI EAFE Small Cap NR USD 2.27 2.68 31.83 31.83 14.95 5.62 7.49

MSCI EM NR USD 2.99 4.73 33.57 33.57 16.40 4.20 8.42

Bloomberg US Govt/Credit TR USD (0.27) 0.90 6.88 6.88 4.56 (0.59) 2.16

Bloomberg US Govt/Credit Interm TR USD 0.09 1.20 6.97 6.97 5.06 0.96 2.29

Bloomberg US Govt/Credit Long TR USD (1.38) (0.02) 6.62 6.62 3.06 (4.89) 1.98

ICE BofA US High Yield TR USD 0.65 1.35 8.50 8.50 10.03 4.50 6.45

VettaFi US High Yield USD 0.74 1.41 8.41 8.41 9.92 4.63 6.42

Morningstar LSTA US LL TR USD 0.64 1.22 5.90 5.90 9.35 6.42 5.83

FTSE WGBI NonUSD USD 0.45 (0.48) 8.47 8.47 2.82 (5.21) (0.16)

Bloomberg Gbl Agg Ex USD TR USD 0.59 (0.47) 8.85 8.85 3.29 (3.59) 0.56

FTSE Nareit All REITs TR (2.34) (2.70) 1.66 1.66 5.75 4.38 5.51

Wilshire US REIT TR USD (2.32) (1.69) 2.71 2.71 9.17 6.86 5.55

TRAILING ANNUALIZED

USD - US dollar priced index  TR - Total Return  PR - Price Return  LCL - Local Currency Priced Index  NR - Return includes 
reinvested net dividends
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Source: Morningstar; Data as of 12/31/2025 

 
Economic Indicators 
  

 

Current Trailing P/E vs. Trailing 5-Year High, Low Average
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S&P 500 Russell 2000 Russell 1000 MSCI AC World MSCI EAFE MSCI EM MSCI Europe MSCI AC Asia Pac

High Month Mar-21 Mar-21 Mar-21 Mar-21 Mar-21 Jan-21 Mar-21 Jan-21
Low Month Sep-22 Sep-22 Sep-22 Sep-22 Sep-22 Oct-22 Sep-22 Sep-22

Unemployment 
Rate

Interest 
Rates

Inflation²

Latest¹ 2026¹ 2027¹
(Most recently 

available)
Sovereign 

Bonds, 10 Year Current 1 Year Ago
(Most recently 

available)

United States 4.30 1.72 1.86 4.40 4.16 - - 2.60
China 1.10 4.41 4.34 5.10 1.86 6.99 7.24 1.20
Japan -0.60 0.89 0.90 2.60 2.12 156.80 150.41 3.00
United Kingdom 0.10 1.17 1.33 5.00 4.51 1.34 1.27 3.20
Euro Area 0.30 1.21 1.40 6.40 3.28 1.17 1.05 2.40
Germany 0.00 1.00 1.45 6.30 2.87 1.17 1.05 2.70
France 0.50 0.95 1.04 7.70 3.57 1.17 1.05 1.00
Italy 0.10 0.62 0.74 6.00 3.53 1.17 1.05 1.70
Canada 0.60 1.27 1.70 6.90 3.44 1.37 1.40 2.90
India 2.00 6.15 6.45 5.20 6.63 90.04 84.97 4.95
Mexico -0.30 1.17 1.73 2.60 8.91 18.01 20.31 4.43
Brazil 0.10 1.67 2.23 5.40 13.66 5.48 6.00 5.12

1. Latest GDP is seasonally adjusted annualized rate. 2026 & 2027 is forecasted data from OECD
2. In terms of Core CPI

3. Euro Area and U.K. exchange rates quoted in market standard format (USD/Non-USD currency)

4. Germany, France, and Italy currency exchange rates are taken at the Euro Area exchange rates

Exchange Rates3

 per US $
GDP

Sources: (Most recently available data) St. Louis Federal Reserve, The Wall Street Journal, OECD, Trading Economics
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Source: Federal Reserve Bank; Data as of 12/31/2025 
 

 
 
Source: Trading Economics; Data as of 12/31/2025 
 

U.S. Treasury Yield Curves
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Source: Federal Reserve Bank, Bank of England, European Central Bank, Trading Economics; Data as of 12/01/2025 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Federal Reserve Bank, Bank of America; Data as of 12/31/2025 

Central Bank Policy Rates
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U.S. Federal Reserve BoE BoJ ECB

6/10/2014 3.46
6/11/2014 3.46
6/12/2014 3.5
6/13/2014 3.47
6/16/2014 3.43
6/17/2014 3.39
6/18/2014 3.41
6/19/2014 3.39
6/20/2014 3.36
6/23/2014 3.35
6/24/2014 3.37
6/25/2014 3.43
6/26/2014 3.47
6/27/2014 3.48
6/30/2014 3.53

7/1/2014 3.5
7/2/2014 3.46
7/3/2014 3.44
7/4/2014 3.44
7/7/2014 3.44
7/8/2014 3.48

Corporate Bond Average Spread (basis points)
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Current 1-Mo. Ago 12-Mo. Ago
High Yield Corporate 281 292 292
Investment Grade Corporate 79 82 82

Current 1-Mo. Ago 12-Mo. Ago
U.S. Federal Reserve 4.00% 4.00% 4.65%
BoE 4.00% 4.00% 4.75%

BoJ 0.50% 0.50% 0.25%

ECB 2.00% 2.00% 3.00%


