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World markets review — January 2021 
 
Equities 

Global stocks ended lower in January. Despite many countries now vaccinating their populations against 
COVID-19, markets sold off on concerns about rising cases, the slow rollout of vaccination programs, and the 
spread of virus variants originating from the U.K., Brazil and South Africa. Johnson & Johnson and Novavax, 
meanwhile, became the latest companies to develop promising vaccines. The CBOE Volatility Index (VIX) ended 
at 33.1, a sharp increase from the 22.8 in December. 

Sector returns in the MSCI World Index were largely lower. Energy and health care were the only sectors that 
generated positive returns; in contrast, the consumer staples and industrials sectors lagged the most.  

    January 2021     YTD 2020 
    U.S. Local     U.S. Local 
Equity index returns (%)   dollar  currency     dollar currency 
S&P 500   –1.0 –1.0     18.4 18.4 
MSCI ACWI   –0.5 –0.2     16.3 14.2 
MSCI ACWI ex USA   0.2 0.9     10.7 6.0 
MSCI World   –1.0 –0.8     15.9 13.5 
MSCI Emerging Markets IMI   2.7 3.5     18.4 19.2 
MSCI EAFE   –1.1 –0.4     7.8 0.8 
MSCI Europe   –1.4 –1.0     5.4 –2.2 
MSCI Pacific   –0.5 0.6     11.9 6.2 
Source: RIMES 

 

Fixed income 

Government bonds sold off. The prospect of sizeable fiscal stimulus in the U.S. weighed on Treasuries as 
investors factored in more supply and higher inflation. This caused yields to move higher in other developed 
markets, too, despite the offsetting influence of rising COVID-19 cases worldwide. U.S. investment-grade bonds 
weakened, with spreads widening slightly; however, hopes of a global economic recovery, given the rollout of 
vaccines, continued to support U.S. high-yield bonds. 

In foreign exchange markets, the U.S. dollar appreciated against most other major currencies, as well as those 
of many emerging markets, as it was supported first by higher Treasury yields and then by increased investor risk 
aversion. Sterling appreciated against the U.S. dollar over the month, as the U.K.’s COVID-19 vaccination push 
lifted investor sentiment. 

 Jan YTD   Exchange rates Jan YTD 
Fixed income index returns (%) 2021 2020   (% change vs. USD) 2021 2020 
Bloomberg Barclays U.S. Aggregate –0.7 7.5   Euro –0.7 9.0 
Bloomberg Barclays Global Aggregate –0.9 9.2   Japanese yen –1.4 5.3 
Bloomberg Barclays U.S. Corp IG –1.3 9.9   British pound 0.5 3.2 
Bloomberg Barclays U.S. Corp HY 0.3 7.0   Canadian dollar –0.3 1.8 
JPM EMBI Global Diversified –1.1 5.3   Australian dollar –0.6 9.8 
JPM GBI-EM Global Diversified –1.1 2.7   Swiss franc –0.6 9.5 
Source: RIMES. Returns are in USD. 

 



 
 
 

 
Returns are in USD unless otherwise noted. © 2021 Capital Group. All rights reserved. 
   Page 2 of 6 

North America 

U.S. equities ended lower. News of further sizeable fiscal stimulus boosted the market before concerns about 
rising COVID-19 cases, the slow pace of vaccinations and frenzied speculation by retail investors (with a short 
squeeze on retailer GameStop, among others) led to a sharp selloff. Energy and health care had positive returns, 
while consumer staples and industrials lagged the most. The U.S. dollar strengthened against a basket of other 
currencies. 

President Biden outlined a $1.9 trillion fiscal stimulus package proposal to follow the recent $900 billion 
spending bill. The latest plan, which could be scaled back under Republican opposition, includes extra $1,400 
checks for most Americans, a temporary boost in unemployment benefits, and a rise in the federal minimum wage 
to $15 per hour. The new U.S. government aims to reverse many of the Trump administration’s policies on issues 
such as immigration, racial justice and the environment (with the U.S. rejoining the Paris climate agreement), 
while bolstering the federal response to the COVID-19 crisis. 

The Federal Reserve (Fed) kept monetary policy unchanged. It left the target range for the fed funds rate at 0%–
0.25% and continued with at least $120 billion of asset purchases per month. However, saying that “growth has 
moderated in recent months” and that “the path of the economy will depend significantly on the course of the virus, 
including progress on vaccinations,” it promised to keep policy “highly accommodative.” 

U.S. economic data was mixed. The IHS Markit Flash U.S. Composite Purchasing Managers’ Index (PMI) grew 
from 55.3 in December to 58.0 in January; the services index climbed from 54.8 to 57.5, while the manufacturing 
measure rose from 57.1 to 59.1. Annualized gross domestic product grew by a lower-than-expected 4.0% in the 
fourth quarter and the economy shrank 3.5% in 2020 as a whole; 140,000 jobs were lost in December, and 
weekly initial jobless claims totaled 847,000 in the seven days ended January 23. The core Personal 
Consumption Expenditure (PCE) Price Index rose from 1.4% in November to 1.5% in December (still short of the 
Fed’s 2% target). Crude oil prices rose on output cuts and the U.S. fiscal stimulus, with West Texas Intermediate 
and Brent Crude up 7.6% and 7.9%, to $52.20 per barrel and $55.88 per barrel, respectively. 

Bond markets sold off. U.S. Treasuries and government-related bonds weakened over the month. Investment-
grade credit also ended lower, with spreads widening slightly by 1 basis point (bp) to 97 bps; however, high-yield 
bonds advanced given hopes of a global economic recovery. The U.S. Treasury yield curve steepened over the 
month. The 10-year Treasury yield rose 15 bps to 1.07%, 102 bps above that of 3-month Treasury bills. 
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Europe 

European stocks declined. With COVID-19 cases rising in Europe and several new variants emerging across 
the globe, lockdown measures and other restrictions were extended in many countries. Meanwhile, supply issues 
with AstraZeneca’s vaccine delayed inoculations in Europe. However, further U.S. fiscal stimulus has supported 
markets in the region. The energy, information technology, and materials sectors fared best; in contrast, the real 
estate, consumer staples, and financials sectors lagged. The euro depreciated 0.7% against the U.S. dollar. 

The European Central Bank (ECB) maintained monetary policy in January, leaving its main interest rate at 
0.0% and the pandemic emergency purchase program at €1.85 trillion. However, policymakers are prepared to 
take further action if required given the continued rise in COVID-19 infections and persistent deflation. 

Eurozone economic data was mixed. The IHS Markit Flash Eurozone Composite PMI fell from 49.1 in 
December to 47.5 in January given pandemic-related restrictions. The services index dropped from 46.4 to 45.0, 
with the manufacturing index falling from 55.2 to 54.7. While the German, French and Spanish economies shrank 
by 5.0%, 8.3% and 11.0%, respectively, over 2020, fourth-quarter GDP in Germany and Spain rose 0.1% and 
0.4%, respectively, and fell 1.3% in France, all better-than-expected figures. The eurozone’s ZEW Indicator of 
Economic Sentiment climbed 3.9 points in January to 58.3, as Germany’s index rose from 55.0 to 61.8. Deflation 
in the eurozone persisted for the fifth straight month as consumer prices fell by 0.3% year on year in December, 
after dropping by the same amount in the previous month. 

U.K. economic data was soft, as the country’s death toll from COVID-19 surpassed 100,000 – the highest of 
any country in Europe. The IHS Markit/CIPS Flash UK Composite PMI fell from 50.4 in December to 40.6 in 
January. The unemployment rate was 5.0% in the three months to November 2020, up from 4.9% in the prior 
period. As some COVID-19 restrictions were eased, December retail sales rose 0.3% month on month (after 
falling 4.1% in November) and increased by 2.9% year on year. Annual consumer price inflation rose from 0.3% in 
November to 0.6% in December, with the core rate up from 1.1% to 1.4%. The yield on 10-year U.K. gilts rose 14 
bps to 0.33%. 

In eurozone fixed income markets, government bond yields ended higher. The yields on 10-year German and 
French government bonds rose 5 bps and 6 bps to –0.52% and –0.28%, respectively. Meanwhile, the yields on 
10-year Spanish and Italian government bonds increased 6 bps and 10 bps to 0.10% and 0.64%, respectively. 
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Asia-Pacific  

Japanese equities ended lower, despite news of a sizeable U.S. fiscal stimulus package, as Prime Minister 
Suga declared another state of emergency in the greater Tokyo area due to rising COVID-19 infections. The 
leading sectors in the Japanese market were energy, information technology, and utilities. In contrast, health care, 
consumer discretionary, and consumer staples lagged. The yen fell 1.4% against the U.S. dollar. 

The Bank of Japan (BOJ) kept monetary policy unchanged at its January meeting by leaving its key short-
term interest rate at –0.1% and maintaining the target for the 10-year government bond yield at around 0%. The 
central bank also kept its quantitative easing framework in place but reaffirmed that it is prepared to implement 
further easing measures if needed. 

Japanese economic data remained weak. The au Jibun Bank Flash Japan Composite PMI fell from 48.5 in 
December to 46.7 in January, as both the services and manufacturing components declined from 47.2 to 45.7 and 
from 50.0 to 49.7, respectively. In December, exports rose 2.0% year on year (after 24 consecutive months of 
decline) but imports dropped 11.6% year on year (their 20th straight monthly fall). Core consumer prices fell 1.0% 
year on year in December, having dropped 0.9% in November, signaling continued deflation. 

Hong Kong equities rose. Hong Kong’s GDP grew by 0.2% in the fourth quarter of 2020, but the economy still 
contracted by 6.1% over the course of the year. Meanwhile, the IHS Markit Hong Kong PMI slumped from 50.1 in 
November to 43.5 in December as rising COVID-19 infections caused a tightening of social-distancing measures.  

Other Asia-Pacific markets also gained. Singaporean equities ended higher, as the IHS Markit Singapore PMI 
rose from 46.7 in November to 50.5 in December – the first growth in private-sector activity for a year as 
pandemic-related restrictions were eased and vaccine distribution commenced. Non-oil domestic exports rose by 
6.8% in December from a year ago, after falling 5.0% in November. In New Zealand, the BNZ Manufacturing PMI 
fell from 54.7 in November to 48.7 in December; the government has recently faced criticism for the relatively 
slow rollout of its COVID-19 vaccination program. 

Australian equities ended flat. The Reserve Bank of Australia currently has its cash rate at a record low of 
0.10% and has stated that it will remain at this level until inflation is within its 2%–3% target band. After 
appreciating steadily over the past couple of months, the Australian dollar depreciated 0.6% against the U.S. 
dollar. The IHS Markit Australia Composite PMI rose from 55.6 in December to 56.0 in January. The 
manufacturing index improved from 55.7 in December to 57.2 in January, although the services component 
declined from 57.0 in December to 55.8 in January. 
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Emerging markets 

Emerging market equities rallied, despite a stronger U.S. dollar and rising COVID-19 cases, helped by hopes of 
a global economic recovery (given sizeable U.S. fiscal stimulus and the rollout of vaccination programs), 
accommodative monetary policy, President Biden’s multilateral approach to international relations and rising oil 
prices. Communication services and consumer discretionary were the leading sectors while real estate and 
utilities lagged. 

Chinese stocks gained, despite China facing its worst COVID-19 outbreak since March 2020, thanks to 
reasonable economic data. GDP grew by 6.5% year on year and 2.3% year on year over 2020. Industrial 
production and retail sales in December increased 7.3% and 4.6% year on year, respectively, while fixed-asset 
investment over 2020 rose 2.9% year on year. However, the official manufacturing PMI declined from 51.9 in 
December to 51.3 in January, while the official non-manufacturing PMI fell from 55.7 to 52.4. The (private sector) 
Caixin Manufacturing PMI also declined from 53.0 to 51.5 over the same period. The People's Bank of China held 
its benchmark interest rates steady for the ninth consecutive month but, despite low inflation, has recently 
tightened financial conditions to avert the risk of an asset bubble. The yuan further appreciated against the U.S. 
dollar. 

Indian equities fell. The IHS Markit India Manufacturing PMI rose from 56.4 in December to 57.7 in January. 
Inflation fell from 6.9% in November to 4.6% in December, moving back within the central bank’s 2%–6% target 
range. Elsewhere in Asia, South Korea’s fourth-quarter GDP rose 1.1% sequentially but shrank 1.4% year on 
year. 

Both local currency and U.S. dollar-denominated emerging markets debt fell. Brazilian bonds (both local 
currency and U.S. dollar-denominated) weakened. The Central Bank of Brazil kept its benchmark interest rate at 
2.0% but, with inflation rising for the seventh consecutive month from 4.3% in November to 4.5% in December, 
the central bank wants to have the flexibility to raise rates if required. The real depreciated against the U.S. dollar 
given mounting concerns about the sustainability of Brazil’s public finances. Mexican bonds (both U.S. dollar-
denominated and local currency) weakened as President Lopez Obrador tested positive for COVID-19. Inflation 
fell from 3.3% in November to 3.2% in December, near the central bank’s 3% target, while Mexico’s GDP grew 
3.1% in the fourth quarter. The peso fell against the U.S. dollar.  

South African bonds (both local currency and U.S. dollar-denominated) weakened. The South African 
Reserve Bank kept its benchmark repo rate at 3.5% but said that tightening might start sooner than previously 
indicated. The rand depreciated against the U.S. dollar. Local currency Turkish bonds appreciated but U.S. dollar-
denominated Turkish bonds fell. The Central Bank of Turkey kept its benchmark one-week repo rate at 17% but, 
with annual inflation rising from 14.0% in November to 14.6% in December, further monetary tightening is likely. 
The lira rose against the U.S. dollar.  

Month-to-date total returns (%) 
        USD Local Local Exchange 
  Equity     debt debt debt rate 
Equity indexes (USD) (USD)   Fixed income / currency (USD) (USD) (Local) (vs. USD) 
MSCI Emerging Markets IMI 2.7   JPM EMBI Global Div –1.1 --- --- --- 
MSCI Brazil IMI –7.7   JPM GBI-EM Global Div --- –1.1 –0.1 --- 
MSCI China IMI 7.5   Brazil –2.7 –6.3 –1.5 –4.9 
MSCI India IMI –1.8   Indonesia –0.3 –0.4 –0.5 0.1 
MSCI Mexico IMI –4.4   Malaysia –1.6 –0.4 0.1 –0.5 
MSCI Russia IMI –2.1   Mexico –3.5 –1.3 0.2 –1.5 
MSCI South Africa IMI 2.7   Poland –0.0 0.5 0.3 0.2 
MSCI Korea IMI 0.5   South Africa –1.1 –1.7 0.7 –2.4 
MSCI Taiwan IMI 5.2   Turkey –0.3 2.3 0.5 1.8 
Source: RIMES               
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The statements expressed herein are as of the date published, are subject to change at any time based on market or other conditions and are 
based on information from sources believed to be reliable. This publication is intended merely to highlight issues and is not intended to be 
comprehensive or to provide advice. Permission is given for personal use only. Any reproduction, modification, distribution, transmission or 
republication of the content, in part or in full, is prohibited. 
Certain market indexes are unmanaged and, therefore, have no expenses. Investors cannot invest directly in an index.  
Unless otherwise noted, all returns are in U.S. dollars and assume the reinvestment of dividends. Country stock returns are based on MSCI 
indexes.  
Bloomberg Barclays indexes are unmanaged, and results include reinvested dividends and/or distributions but do not reflect the effect of sales 
charges, commissions, account fees, expenses or U.S. federal income taxes.   
Bloomberg Barclays U.S. Aggregate Index represents the U.S. investment-grade fixed-rate bond market. 
Bloomberg Barclays Global Aggregate Index represents the global investment-grade fixed income markets.  
Bloomberg Barclays U.S. Corporate Investment Grade Index represents the universe of investment grade, publically issued U.S. corporate 
and specified foreign debentures and secured notes that meet the specified maturity, liquidity, and quality requirements. 
Bloomberg Barclays U.S. Corporate High Yield 2% Issuer Capped Index covers the universe of fixed-rate, non-investment-grade debt. The 
index limits the maximum exposure of any one issuer to 2%.  
Dow Jones Industrial Average is a price-weighted average of 30 actively traded industrial and service-oriented blue chip stocks. 
J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified and related country-specific indexes track total returns for U.S. dollar-
denominated debt instruments issued by emerging market sovereign and quasi-sovereign entities: Brady bonds, loans, eurobonds. 
J.P. Morgan Government Bond Index – Emerging Markets (GBI-EM) Global Diversified and related country-specific indexes cover the 
universe of regularly traded, liquid fixed-rate, domestic currency emerging market government bonds to which international investors can gain 
exposure. 
MSCI indexes are free-float-adjusted, market-capitalization weighted indexes. Developed market index results reflect dividends net of 
withholding taxes. Emerging market index results reflect dividends gross of withholding taxes through December 31, 2000, and dividends net 
of withholding taxes thereafter. Each index is unmanaged, and its results include reinvested dividends and/or distributions but do not reflect 
the effect of sales charges, commissions, account fees, expenses or U.S. federal income taxes. 
MSCI All Country World Index (ACWI) is designed to measure results of more than 40 developed and emerging equity markets.  
MSCI All Country World (ACWI) ex USA Index is designed to measure equity market results in the global developed and emerging markets, 
excluding the United States.  
MSCI EAFE® (Europe, Australasia, Far East) Index is designed to measure developed equity market results, excluding the United States and 
Canada.  
MSCI Emerging Markets Investable Market Index includes large, mid-cap and small-cap segments, targeting a coverage range of close to 
99% of more than 20 emerging equity markets. Individual emerging markets listed herein represent a subset of the MSCI Emerging Markets 
Investable Markets Index. 
MSCI Europe Index is designed to measure developed equity market results across 15 developed countries in Europe.  
MSCI Pacific Index is designed to measure the equity market performance of the developed markets in the Pacific region. It consists of Japan, 
Australia, Hong Kong, New Zealand and Singapore.  
MSCI World Index is designed to measure equity market results of developed markets. The index consists of more than 20 developed-market 
country indexes, including the United States.  
Nasdaq Composite Index is a broad-based market-capitalization-weighted index that measures all domestic and international-based common-
type stocks listed on The Nasdaq Stock Market. 
S&P 500 Index is a market-capitalization-weighted index based on the results of 500 widely held common stocks. This index is unmanaged, 
and its results include reinvested dividends and/or distributions but do not reflect the effect of sales charges, commissions, account fees, 
expenses or U.S. federal income taxes. 
Bloomberg® is a trademark of Bloomberg Finance L.P. (collectively with its affiliates, “Bloomberg”). Barclays® is a trademark of Barclays Bank 
Plc (collectively with its affiliates, “Barclays”), used under license. Neither Bloomberg nor Barclays approves or endorses this material, 
guarantees the accuracy or completeness of any information herein and, to the maximum extent allowed by law, neither shall have any liability 
or responsibility for injury or damages arising in connection therewith.  
This report, and any product, index or fund referred to herein, is not sponsored, endorsed or promoted in any way by J.P. Morgan or any of its 
affiliates who provide no warranties whatsoever, express or implied, and shall have no liability to any prospective investor, in connection with 
this report.  
MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable 
whatsoever for any data in the report. You may not redistribute the MSCI data or use it as a basis for other indices or investment products.  
The S&P 500 (“Index”) is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by Capital Group. 
Copyright © 2021 S&P Dow Jones Indices LLC, a division of S&P Global, and/or its affiliates. All rights reserved. Redistribution or reproduction 
in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. 
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