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Global equities traded lower in December on heightened
volatility. All regions began the month trading down
c. 4.5% until mid-month, when the selloff in the MSCI
USA Index began to exacerbate the fall (in contrast to
Europe). Global equities bottomed on 24 December,
with the MSCI World Index (• 14.83%) as the VIX
peaked at 36.07 (doubling from the prior month’s close of
18.07). In the final week of December, equity markets
bounced back from the holiday lows, driven by a recovery
in US equities.
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Source: State Street Global Markets, Thomson Datastream.
Characteristics are as of the date indicated, are subject to
change, and should not be relied upon as current thereafter.
The universe for these sectors is the MSCI ACWI. This
information should not be considered a recommendation
to invest in a particular sector or to buy or sell any security
shown. It is not known whether the sectors or securities
shown will be profitable in the future.
Reading the Flows:
+ /– denotes whether the sector has seen inflows or
outflows in the past month. Valuations are based on
cyclically adjusted P/E ratios. Weightings are based on
average institutional holdings. They are measured as a
percentile relative to history.

While all sectors traded lower, Financials and Energy
underperformed the most, down more than 9% each.
Combined with significant outflows from Health Care,
these three sectors saw the largest decline in terms
of investor positioning. Holdings instead favoured
allocations to Real Estate and Industrials, where strong
inflows led to the largest increases in relative positioning.
Holdings in Utilities also increased, as the best relative
performing sector (• 2.18%) also experienced positive
net flows.
Source: all performance figures are from FactSet, as of 31 December 2018.
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European equities showed a bit of relative resilience
in the final month of the year. However, the region was
not immune from the downward pressure, and the
MSCI Europe Index fell in December (• 5.31%). As with
Global Sectors, Utilities was the best performing sector
(• 0.97%) in Europe. Strong inflows into Utilities and
Real Estate moved both sectors further into overweight
territory, based on historical holdings.
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Data as at 31 December 2018.
Source: State Street Global Markets, Thomson Datastream.
Characteristics are as of the date indicated, are subject to
change, and should not be relied upon as current thereafter.
The universe for these sectors is the MSCI Europe. This
information should not be considered a recommendation
to invest in a particular sector or to buy or sell any security
shown. It is not known whether the sectors or securities
shown will be profitable in the future.
Reading the Flows:
+ /– denotes whether the sector has seen inflows or
outflows in the past month. Valuations are based on
cyclically adjusted P/E ratios. Weightings are based
on current holdings relative to the benchmark. They
are measured as a percentile relative to history.

Furthermore, regarding flows, the most underweight
and undervalued sectors, on a historical basis,
experienced outflows. Overall holdings exposure
remained steady month-over-month in Health Care
and Consumer Staples, albeit at low relative weights.
European Industrials holdings decreased, despite
another month of strong inflows. The sector remains
undervalued in terms of cyclically adjusted price-toearnings (‘CAPE’).
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The US was the worst performing region in December,
with the MSCI USA Index falling sharply (• 9.02%),
again driven by Energy (• 12.68%). Despite the
underperformance, the Energy sector continued to see
inflows in December, but overall investor positioning
still decreased. Materials and Industrials also exhibited
strong inflows for the second straight month. All three
sectors remain underweight and undervalued on
historical measures. Materials was the second best
performing sector during the month, despite persistent
headwinds associated with global trade concerns.
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Data as at 31 December 2018.
Source: State Street Global Markets, Thomson Datastream.
Characteristics are as of the date indicated, are subject to
change, and should not be relied upon as current thereafter.
The universe for these sectors is the MSCI US. This
information should not be considered a recommendation
to invest in a particular sector or to buy or sell any security
shown. It is not known whether the sectors or securities
shown will be profitable in the future.
Reading the Flows:
+ /– denotes whether the sector has seen inflows or
outflows in the past month. Valuations are based on
cyclically adjusted P/E ratios. Weightings are based
on current holdings relative to the benchmark. They
are measured as a percentile relative to history.

Financials and Health Care experienced the largest
outflows across US sectors in December, leading to a
significant decrease in relative holdings. The Technology
sector was relatively volatile admidst the selloff, but
benign in terms of flows. In this month’s SPDR ETFs
Sector Dashboard we discuss Technology across all
regions. The heightened Q4 volatility has seen US
Technology holdings decrease to more neutral
levels, and the sector remains undervalued based
on historical CAPE.
Source: all performance figures are from FactSet, as of 31 December 2018.
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Sector Flows
Flows in these sector charts indicate the value of net buying by large institutional investors (buys minus sells)
expressed in terms of basis points of market capitalisation. Active flows are those that are in addition to the
purchases and sales driven by shareholders allocating to the benchmark.
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Source: State Street Global Markets. Data are as of 31 December 2018. Sectors flows are as of the date indicated, are subject to change, and should not be relied upon as current thereafter.
The universes for the above charts are the MSCI ACWI, MSCI US and MSCI Europe. This information should not be considered a recommendation to invest in a particular sector or to buy or
sell any security shown. It is not known whether the sectors or securities shown will be profitable in the future.
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Marketing communication.
For professional clients/qualified investors use only.
All data is sourced from State Street Global Markets, Thomson
Datastream unless otherwise stated.
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The whole or any part of this work may not be reproduced, copied or transmitted or any of
its contents disclosed to third parties without SSGA’s express written consent.
Past performance is not a guarantee of future results.
All forms of investments carry risks, including the risk of losing all of the invested
amount. Such activities may not be suitable for everyone.
This communication is directed at professional clients (this includes eligible
counterparties as defined by the Appropriate EU Regulator or applicable Swiss
Regulation) who are deemed both knowledgeable and experienced in matters
relating to investments. The products and services to which this communication
relates are only available to such persons and persons of any other description
(including retail clients) should not rely on this communication.
The trademarks and service marks referenced herein are the property of their respective
owners. Third party data providers make no warranties or representations of any kind
relating to the accuracy, completeness or timeliness of the data and have no liability for
damages of any kind relating to the use of such data.
The information provided does not constitute investment advice and it should
not be relied on as such. It should not be considered a solicitation to buy or an
offer to sell a security. It does not take into account any investor’s particular
investment objectives, strategies, tax status or investment horizon. You should
consult your tax and financial advisor. All material has been obtained from sources
believed to be reliable. There is no representation or warranty as to the accuracy
of the information and State Street shall have no liability for decisions based on
such information.
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