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World markets review — First quarter 2022 
 
Equities 

Global stocks declined amid the war in Ukraine, mounting inflation and a resurgence of COVID-19 infections in 
Europe and Asia. As Russian tanks rolled across the Ukrainian border, commodity prices moved sharply higher, 
contributing to worldwide inflationary pressures. International sanctions sent Russian stocks and bonds and the 
ruble plummeting. 

Consumer discretionary stocks experienced the biggest losses as investors feared a wider conflict in Europe 
and a potential war-induced recession. Information technology and communication services companies also 
tumbled as growth-oriented stocks fell out of favor. In contrast, energy stocks soared on skyrocketing oil and gas 
prices. 

    March 2022     1Q 2022     YTD 2021 
    U.S. Local     U.S. Local     U.S. Local 
Equity index returns (%)   dollar  currency     dollar  currency     dollar  currency 
S&P 500   3.7 3.7     –4.6 –4.6     28.7 28.7 
MSCI ACWI   2.2 2.5     –5.4 –4.7     18.5 20.9 
MSCI ACWI ex USA   0.2 1.0     –5.4 –3.9     7.8 13.0 
MSCI World   2.7 3.1     –5.2 –4.6     21.8 24.2 
MSCI Emerging Markets   –2.3 –2.1     –7.0 –6.1     –2.5 –0.2 
MSCI EAFE   0.6 2.1     –5.9 –3.7     11.3 18.7 
MSCI Europe   –0.1 0.8     –7.4 –5.4     16.3 22.6 
MSCI Pacific   2.1 4.8     –3.1 –0.5     2.6 12.0 
Source: RIMES                       

 

Fixed income 

Bonds also came under intense pressure as central banks around the world sought to tame high inflation by 
raising interest rates. Despite the Ukraine conflict, the U.S. Federal Reserve and the Bank of England both hiked 
rates during the quarter while European Central Bank officials indicated they would do the same later in the year. 

In foreign exchange markets, the U.S. dollar rose against the euro, the yen and most other currencies. Notably, 
the yen — usually regarded as a safe-haven asset in times of crisis — lost 5% against the dollar. The yen slipped 
as core inflation remained relatively low in Japan, leaving the Bank of Japan under less pressure to raise rates. 

 Mar 1Q YTD   Exchange rates Mar 1Q YTD 
Fixed income index returns (%) 2022 2022 2021   (% change vs. USD) 2022 2022 2021 
Bloomberg U.S. Aggregate –2.8 –5.9 –1.5   Euro –0.9 –2.2 –7.1 
Bloomberg Global Aggregate –3.0 –6.2 –4.7   Japanese yen –5.1 –5.1 –10.3 
Bloomberg U.S. Corp IG –2.5 –7.7 –1.0   British pound –1.9 –2.8 –0.9 
Bloomberg U.S. Corp HY –1.1 –4.8 5.3   Canadian dollar 1.5 1.1 0.9 
JPM EMBI Global Diversified –0.9 –10.0 –1.8   Australian dollar 3.5 3.3 –5.8 
JPM GBI-EM Global Diversified –1.5 –6.5 –8.7   Swiss franc –0.3 –1.0 –3.0 
Source: RIMES. Returns are in USD.                 
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North America 

U.S equities declined modestly, with major stock indexes posting their worst quarterly returns in two years. 
Volatility returned to markets as investors weighed the impacts of higher inflation, rising rates and the war in 
Ukraine. The Standard & Poor’s 500 Composite Index shed 5%. The tech-heavy Nasdaq Composite declined 9% 
after briefly entering a bear market, as growth stocks lagged.  

Inflation hit its highest levels in 40 years as the Consumer Price Index climbed 7.9% in February from the 
previous year. Gasoline prices surged 38% and grocery spending spiked 8.6%. Excluding food and energy, core 
inflation rose 6.4%, including a 41.2% increase in used car prices. 

The Federal Reserve hiked rates for the first time since 2018, raising its benchmark rate 25 basis points at its 
March meeting. Central bank officials have signaled an aggressive pace of further hikes in an attempt to combat 
rising inflation. Following the March meeting, the Fed’s median projection was 1.9% for year-end and 2.8% by the 
end of 2023, which would be the highest level since 2008. 

Growth stocks had the steepest losses, including companies within the information technology, consumer 
discretionary and communication services sectors. Facebook parent Meta Platforms sank 34%. The company lost 
$232 billion in market value – the biggest single-day loss ever for a U.S. stock – after announcing disappointing 
earnings and a lackluster forecast for the year ahead. Several other technology companies declined by more than 
20%, including PayPal, Adobe, Intuit and Advanced Micro Devices. Video streaming leader Netflix fell 38%. 

The energy sector rose 39% as the conflict in Ukraine sent oil prices soaring. Crude oil futures briefly 
touched $130 a barrel and finished the quarter over $100 for the first time since 2014. Occidental Petroleum 
posted a 96% return. Integrated major companies Chevron and Exxon Mobil gained 40% and 36%, respectively. 
Utilities was the only other sector to post positive returns as investors sought its relative safety amid market 
volatility. 

Bonds declined sharply as high inflation and the initiation of interest rate hikes weighed on fixed income 
markets. The Bloomberg U.S. Aggregate Index lost 5.93%. The U.S. Treasury yield curve flattened significantly 
as short-term rates rose, pushing the spread between 10-year notes and 2-year notes down 78 bps to zero. 
Inflation-protected bonds exhibited relative strength as five- and 10-year breakeven rates rose 47 bps and 28 bps, 
respectively. The credit sector fared particularly poorly, with the Bloomberg U.S. Credit Index falling 7.42%. 
Although the Fed indicated it would end purchases of mortgage-backed securities, the sector held up relatively 
well, with the Bloomberg U.S. Mortgage Backed Securities Index returning ‒4.97%.
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Europe 

European stocks tumbled as the war in Ukraine and sharply higher inflation threatened to derail Europe’s 
pandemic recovery efforts. Along with the U.S., the European Union condemned Russia’s February 24 invasion of 
Ukraine, responding with unprecedented sanctions that essentially erased Russia’s presence in the global 
financial system. Overall, the MSCI Europe Index declined 7% and the euro fell 2% against the U.S. dollar. 

The conflict sent energy prices soaring amid calls for allied nations to shun Russian oil and gas. German 
stocks plummeted 13% primarily due to concerns about the heavy reliance on cheap Russian energy to fuel 
Europe’s largest economy. Commodity markets were hit by extreme volatility in late February and early March, 
prompting some exchanges to halt trading. Russia is the world’s third largest oil producer and the second largest 
provider of natural gas. For the quarter, European energy-related stocks rose 16%. 

All other sectors declined, led by an 18% slide in consumer discretionary stocks. Worries about a war-induced 
recession hit consumer-related stocks across the board — sending food giant Nestlé down 7%, luxury goods 
maker LVMH down 13%, and personal care products company Unilever down 14%. Information technology 
stocks also fell as investors rotated into more defensive areas of the market. Software giant SAP declined 21% 
while computer-chip equipment maker ASML lost 16%. 

Health care and materials stocks fared relatively better. Shares of AstraZeneca rallied as the U.K. and the EU 
approved the use of Evusheld, an antibody treatment designed to prevent COVID-19 infections. Several 
companies in the metals and mining industry generated double-digit returns, including Rio Tinto, Anglo American 
and Glencore. Aerospace and defense stocks also moved significantly higher as many EU nations pledged to 
increase defense spending in the wake of Russia’s aggression. Shares of defense contractor BAE Systems rose 
27% while cybersecurity firm Thales gained 49%. 

In fixed income markets, eurozone bonds fell sharply amid investor worries about record-high inflation and the 
European Central Bank’s plan to tighten monetary policy. ECB officials indicated that they intend to reduce the 
central bank’s bond-buying activities sooner than expected and begin raising interest rates later this year. The 
Bank of England, meanwhile, has raised rates three times since December. The yield on Germany’s benchmark 
10-year note rose 73 basis points to end the quarter at 0.55%. 
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Asia-Pacific  

Japanese equities fell as companies struggled with higher import costs from surging energy prices and a 
weakening yen. The economy was further weighed down by an increase in domestic COVID-19 cases. The MSCI 
Japan Index retreated 7%. Bucking a global trend, the Bank of Japan (BOJ) maintained loose monetary policy, 
contributing to the yen’s decline. After touching a seven-year low, the yen finished down 5% against the U.S. 
dollar – raising speculation that the government would eventually have to intervene to prop up the currency. 

Japan’s economy struggled as heightened COVID-19 restrictions were in place for much of the quarter. 
(Restrictions were lifted in March after cases subsided.) The au Jibun Bank Japan Composite Purchasing 
Managers Index fell below 50, indicating contraction, with particular weakness in the services sector. Fourth-
quarter gross domestic product was revised down from 5.4% to 4.6% amid weaker consumer and business 
spending. Headline inflation rose to 0.9% in February, still well below the BOJ’s 2% target.  

Financial stocks gained, even with increased scrutiny on the sector after several bankers at SMBC Nikko, a 
subsidiary of SMFG, were arrested and charged with equity-market manipulation. Shares of SMFG rival 
Mitsubishi UFJ rose as the bank posted a greater-than-expected quarterly net profit. Trading houses like Mitsui & 
Co. and Mitsubishi Corp. advanced amid surging commodity prices. In contrast, Sony shares declined 16% as 
Microsoft — maker of Sony PlayStation rival Xbox — announced a $69 billion deal to acquire games publisher 
Activision Blizzard. The information technology and health care sectors lagged. 

Australian stocks rose 7% as the country saw a post-lockdown economic recovery. With inflation elevated 
months before May’s federal election, the government introduced relief measures, including a sharp reduction in 
the gasoline tax. Despite inflationary pressures, the Reserve Bank of Australia kept its key policy rate at a record 
low 0.10%. The energy and materials sectors led gains as commodity prices soared, while the country’s “big four” 
banks also advanced. 

Hong Kong equities fell 2%. The region contended with a surge in coronavirus cases that sparked new 
restrictions and delayed its upcoming leadership election. Conglomerate CK Hutchison Holdings rose after 
reporting a stronger-than-expected full-year net profit, helped by a telecommunications asset sale. In contrast, 
Hong Kong Exchange & Clearing (HXEX) fell as geopolitical tensions were expected to weigh on trading volumes 
and initial public offerings. In addition, the company’s subsidiary, London Metals Exchange, was forced to 
temporarily halt trading in nickel due to price volatility and a technical glitch. 
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Emerging markets 

Emerging markets stocks lost ground as the war in Ukraine further exacerbated fears about the impacts of a 
slowing global economy, higher U.S. interest rates and rising inflation on developing countries. Overall, the MSCI 
Emerging Markets Index fell 7%.  

Brazil and other commodity-producing countries bucked the broad decline. Prices for oil and industrial 
metals soared on worries about global supplies. Brazilian stocks posted their largest quarterly gain since late 
2020. Iron-ore producer Vale surged 49% and oil giant Petrobras climbed 38%. Other leading gainers included 
mining companies, banks and chemical producers in South Africa. Rising oil prices weighed on Indian equities. 
India, whose economy has been slowing, is a large importer of oil.  

Russian equities plunged following Russia’s invasion of Ukraine. Major developed countries unveiled sweeping 
sanctions, all but shutting Russia’s central bank and some of its leading domestic banks out of the international 
financial system. Trading in Russian equities was virtually halted for a month and index providers removed Russia 
from their emerging markets benchmarks. 

Chinese equities slid for a third consecutive quarter. Regulatory uncertainty, rolling lockdowns to contain the 
spread of COVID-19 and a broad slowdown in China’s economy continued to hurt sentiment. China’s heavily 
indebted property sector, a key contributor to economic growth, remained under pressure amid limited stimulus 
measures. Seeking to assuage market worries, a top economic official signaled Beijing would provide some 
support for markets and the economy. China’s government forecast 2022 GDP growth of 5.5%, its lowest annual 
target in more than 25 years. 

Several technology giants in the benchmark index declined. Tencent and Alibaba, China’s leading 
technology firms, reported slowing revenue growth and announced plans to lay off workers. Tencent slid 16% and 
Alibaba fell 6%. Shares of Taiwan Semiconductor Manufacturing, the world’s largest maker of chips, lost ground, 
partly on concerns about the company’s plans to build new factories.    

In debt markets, local currency bonds in Brazil and South Africa rose sharply in U.S. dollar terms, with 
both countries benefiting from rising commodity prices. Central bankers in emerging markets continued to hike 
interest rates to tame inflation. Brazil’s central bank hiked its benchmark rate to 11.75%, while South Africa raised 
its rate to 4.25%. In currency markets, commodity-exporting Latin American countries gained on the U.S. dollar, 
while most others weakened. 

 

Quarter-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 –7.0   JPM EMBI Global Div –10.0 --- --- --- 
MSCI Brazil 35.9   JPM GBI-EM Global Div --- –6.5 –7.8 --- 
MSCI China –14.2   Brazil –3.0 18.2 0.9 17.2 
MSCI India –1.9   Indonesia –6.4 –0.9 –0.2 –0.8 
MSCI Mexico 8.6   Malaysia –6.4 –1.7 –0.8 –0.9 
MSCI Russia –100.0   Mexico –6.2 1.0 –1.6 2.6 
MSCI South Africa 20.3   Poland –2.6 –8.2 –5.1 –3.3 
MSCI Korea –9.6   South Africa –4.6 11.3 1.9 9.2 
MSCI Taiwan –6.6   Turkey –0.2 –6.0 3.8 –9.5 
Source: RIMES. MSCI Russia was removed from MSCI Emerging Markets Index on March 9, 2022.       
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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 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 U.S. Aggregate Index represents the U.S. investment-grade 
fixed-rate bond market. Bloomberg Global Aggregate Index represents the global investment-grade fixed income markets. Bloomberg 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 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%.  
The Caixin Manufacturing PMI Purchasing Managers' Index measures the performance of the manufacturing sector and is derived from a 
survey of 430 private industrial companies in China.  
The CBOE Volatility Index is a calculation designed to produce a measure of constant, 30-day expected volatility of the U.S. stock market, 
derived from real-time mid-quote prices of S&P 500 Index call and put options. 
Dow Jones Industrial Average is a price-weighted average of 30 actively traded industrial and service-oriented blue chip stocks. 
IHS Markit purchasing manager indexes (PMIs) track business trends across both manufacturing and service sectors for various countries. 
The indexes are based on data collected from companies and follow variables such as sales, new orders, employment, inventories and prices. 
The IHS Market/CIPS Flash U.K. Composite PMI provides similar information for the United Kingdom. The au Jibun Bank Japan Composite 
PMI, also compiled by IHS Markit, provides similar information about Japan. 
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 Index is a free-float-adjusted market-capitalization-weighted index designed to measure equity market results in more than 
20 global emerging markets. Individual emerging markets listed herein represent a subset of the MSCI Emerging 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. 
The ZEW Economic Sentiment Index measures the level of optimism that analysts have about the expected economic developments in 
Germany over the next six months. 
Bloomberg® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg or 
Bloomberg’s licensors own all proprietary rights in the Bloomberg Indices. Neither Bloomberg nor Bloomberg’s licensors approves or endorses 
this material, or guarantees the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the 
results to be obtained therefrom 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 © 2022 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. 
American Funds Distributors, Inc., member FINRA. 
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