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World markets review — First quarter 2021 
 
Equities 

Global stocks rose as investors looked forward to a strong economic recovery from the 2020 downturn. A 
powerful rotation into cyclical and value-oriented stocks drove markets higher, led by sectors that lagged during 
the prior year. Conversely, some high-profile technology stocks slipped amid concerns about relatively high 
valuations and rising interest rates. 

Energy and financial stocks posted the largest gains as government stimulus measures and the widespread 
rollout of COVID-19 vaccinations combined to boost the global economic outlook. Value stocks outpaced growth 
stocks by a wide margin. Meanwhile, consumer staples, health care and utilities stocks were essentially flat for 
the quarter. 

    March 2021     1Q 2021     YTD 2020 
    U.S. Local     U.S. Local     U.S. Local 
Equity index returns (%)   dollar  currency     dollar  currency     dollar  currency 
S&P 500   4.4 4.4     6.2 6.2     18.4 18.4 
MSCI ACWI   2.7 3.5     4.6 5.9     16.3 14.2 
MSCI ACWI ex USA   1.3 3.2     3.5 6.5     10.7 6.0 
MSCI World   3.3 4.2     4.9 6.1     15.9 13.5 
MSCI Emerging Markets IMI   –1.2 –0.5     2.9 4.6     18.4 19.2 
MSCI EAFE   2.3 5.3     3.5 7.6     7.8 0.8 
MSCI Europe   3.1 6.1     4.1 7.6     5.4 –2.2 
MSCI Pacific   1.0 4.0     2.5 7.7     11.9 6.2 
Source: RIMES                       

 

Fixed income 

Bond markets declined amid fears of potentially higher inflation sparked by extraordinary new stimulus 
measures in the U.S., including a $1.9 trillion COVID relief bill. Bond yields moved sharply higher around the 
world even as central bankers vowed to keep interest rates low and maintain large-scale bond-buying programs. 

In foreign exchange markets, the U.S. dollar rose against the euro, the yen and most other currencies. 
Dollar strength was driven primarily by expectations for stronger U.S. economic growth in 2021, along with 
generally higher bond yields in the U.S. compared to Europe and Japan. 

 Mar 1Q YTD   Exchange rates Mar 1Q YTD 
Fixed income index returns (%) 2021 2021 2020   (% change vs. USD) 2021 2021 2020 
Bloomberg Barclays U.S. Aggregate –1.2 –3.4 7.5   Euro –3.2 –3.9 9.0 
Bloomberg Barclays Global Aggregate –1.9 –4.5 9.2   Japanese yen –3.6 –6.6 5.3 
Bloomberg Barclays U.S. Corp IG –1.7 –4.6 9.9   British pound –1.3 0.9 3.2 
Bloomberg Barclays U.S. Corp HY 0.2 0.9 7.0   Canadian dollar 0.7 1.4 1.8 
JPM EMBI Global Diversified –1.0 –4.5 5.3   Australian dollar –1.6 –1.3 9.8 
JPM GBI-EM Global Diversified –3.1 –6.7 2.7   Swiss franc –3.8 –6.1 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 continued to rally as massive stimulus measures and an accelerating COVID-19 vaccination 
rollout boosted optimism for a strong economic recovery. Rising interest rates and pent-up demand for travel and 
leisure activities fueled value stocks, which outpaced growth by the widest margin in nearly two decades. Overall, 
the Standard & Poor’s 500 Composite Index gained 6%, adding to a more than 80% increase since its March 
2020 low. 

President Joe Biden signed a $1.9 trillion coronavirus relief package in March. The plan authorized direct 
payment of up to $1,400 to individuals, an extension of the unemployment insurance supplement and an 
expansion of the child tax credit. The president also unveiled plans for a $2 trillion infrastructure bill. The size of 
the stimulus measures raised expectations for a quicker economic recovery but also stoked concerns about rising 
inflation and government debt. The Federal Reserve upgraded its gross domestic product growth and inflation 
forecasts, but indicated that it does not expect to hike rates through at least 2023. 

Consumer confidence rose to its highest levels since the pandemic began, as an acceleration in vaccine 
distribution allowed more businesses to reopen. The unemployment rate fell to 6.2% in February, still well above 
pre-COVID levels. Manufacturing activity grew at its fastest pace since 1983, with the ISM Manufacturing PMI 
rising to 64.7 in March. 

Growth stocks lagged value stocks for the second consecutive quarter as investors turned from high-flying 
tech stocks to more cyclical companies. Apple, Amazon and Tesla were among the largest companies whose 
share prices declined. The Russell 1000 Growth Index ticked up 1%, while its value counterpart climbed 11%. 

The energy sector soared 31% in the first quarter, rebounding from a 34% decline in 2020. West Texas 
Intermediate crude oil prices spiked 22%, supported by expectations for more travel in the year ahead.  Shares of 
Exxon Mobil and Chevron advanced 38% and 26%, respectively. 

Financial stocks also led markets higher, lifted by higher interest rates and optimism for the global economy. 
The banking industry rose 23%, including notable gains from shares of Wells Fargo, JPMorgan Chase, Bank of 
America and Citigroup. 

Demand for most U.S. bonds dipped in the first quarter on expectations that stimulus measures and vaccines 
would lead to rapid economic recovery. Falling bond prices lifted the yield curve, with the benchmark 10-year 
Treasury touching a one-year high before settling at 1.74%. The Bloomberg Barclays U.S. Corporate Investment 
Grade Index shed 4.65% while the Bloomberg Barclays U.S. Corporate High Yield Index gained 0.85%. Treasury 
Inflation-Protected Securities declined 1.47%. 
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Europe 

European stocks rose amid investor optimism for a global economic recovery and enhanced stimulus 
measures from the European Central Bank. In response to rising global bond yields, ECB officials pledged to 
accelerate the bank’s €1.85 trillion bond-buying program to help ease borrowing costs across the 19-member 
eurozone. Overall, the MSCI Europe Index gained 7.6% in local currency terms and 4% in U.S. dollar terms. 

Italian stocks rallied as Mario Draghi was sworn in as Italy’s new prime minister. The former ECB president, 
widely credited with helping to preserve the eurozone, faces a dual challenge of lifting Italy out of its worst 
economic crisis in a decade while fending off a resurgence of the coronavirus. Former prime minister Giuseppe 
Conte resigned in January during a bitter political fight over how to spend coronavirus relief funds from the 
European Union. Italian stocks rose more than 10% for the quarter. 

Most sectors moved higher, led by big gains in financial and energy stocks. Shares of HSBC, Europe’s 
largest bank, rose 16% as investors moved into areas of the market that were hardest hit during the height of the 
COVID-19 downturn last year. Shares of oil giants BP and Total rose 18% and 12%, respectively, on a wave of 
rising oil prices. A powerful rotation into cyclical and value-oriented companies helped boost European stocks. 
Even so, information technology stocks continued to enjoy significant gains, rising 11% overall. 

Consumer discretionary stocks also posted strong returns, boosted by hopes that Europe’s travel and 
tourism industry will see a solid recovery in the months ahead. Shares of LVMH, the world’s largest luxury goods 
maker, rose 7% during the quarter. Consumer staples stocks, on the other hand, lagged the overall market, 
gaining less than 1% in aggregate. Shares of Nestlé and Unilever declined 5% and 6%, respectively. Two sectors 
declined, primarily due to rising interest rates: utilities stocks fell 1% and real estate stocks lost 3%. 

In fixed income markets, eurozone government bonds declined as massive stimulus measures in the U.S. 
prompted a sharp rise in global bond yields. Worries about potentially higher U.S. inflation hit eurozone bonds, as 
well, pushing benchmark yields higher across the board. The yield on Germany’s 10-year note, already in 
negative territory, rose by 28 basis points to end the quarter at –0.29%. Similar maturities in Spain rose 30 basis 
points to 0.34%. In currencies, the euro fell 4% against the U.S. dollar. 
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Asia-Pacific  

Asia-Pacific stocks rose despite a sluggish recovery. The MSCI Japan Index gained 2% and the MSCI Pacific 
ex Japan Index added 5%. Energy and financials stocks led the Japanese market higher, while the health care 
and consumer staples sectors lagged. The Japanese yen dropped 7% against the U.S. dollar amid a sharp rise in 
U.S. Treasury yields. 

Japan’s state of emergency weighed on activity. The government declared a state of emergency in Tokyo and 
other parts of the country in January as COVID-19 infections surged to the highest levels of the pandemic. Less 
than 1% of Japan’s population had received a COVID-19 vaccine by the end of March, trailing other advanced 
economies. Retail sales declined 2.4% and 1.5% in January and February, respectively, from a year earlier. 
Exports fell 4.5% in February, halting a nascent recovery after two years of declines. However, business 
sentiment appeared to brighten as the Bank of Japan’s first-quarter Tankan survey of manufacturers rose to 5 
from ‒10 in the prior quarter.  

The Bank of Japan fine-tuned policy. Following a comprehensive policy review, the Bank of Japan slightly 
widened the band around its 0% target for 10-year government bond yields, removed a target for purchases of 
exchange-traded funds and increased support for banks coping with negative interest rates. Consumer prices fell 
0.4% in February, the fifth consecutive month of deflationary readings that underscored the challenge the central 
bank faces as it seeks to push inflation toward its 2% target. 

Hong Kong equities rose. Retail sales snapped a 24-month streak of declines with a 30% jump in February, 
helped by an extremely weak February 2020 and the timing of the Lunar New Year.  A distressed tourism sector 
and strict measures to contain the spread of COVID-19 drove unemployment to 7.2% in the December-to-
February period, the highest since 2004. The IHS Markit Hong Kong PMI rose to 50.2 in February from 47.8 in 
January.  

Australia’s central bank boosted quantitative easing. Policymakers increased bond purchases by another 
A$100 billion to help contain yields amid a global selloff in government bonds. The government eliminated the 
JobKeeper wage subsidy, a key pandemic-relief measure, which could test the economy. The Australian dollar fell 
1% against the U.S. dollar and the MSCI Australia Index rose 3%. New Zealand’s economy shrank by 1% in the 
fourth quarter, raising the specter of a double-dip recession. Prime Minister Jacinda Ardern controversially 
instructed the central bank to consider housing prices when setting monetary policy. The MSCI New Zealand 
Index lost 11%. In Singapore, the purchasing managers index for manufacturing continued to signal expansion. 
The MSCI Singapore Index rose 9%. 
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Emerging markets 

Emerging markets stocks advanced, helped by signs of a global economic recovery, strong semiconductor 
demand and rising commodity prices. The MSCI Emerging Markets Investable Market Index rose 3%.  

Semiconductor companies pushed the index higher. Orders surged for components used in cars and 
consumer electronics, resulting in capacity constraints and a global supply crunch. Taiwan-based chipmakers 
TSMC, Hon Hai Precision and MediaTek posted double-digit gains, while several Chinese automakers declined, 
including Nio, Geely and BYD. 

Gains for Chinese stocks slowed after outsized returns in 2020. While China’s economic recovery continued 
to show signs of strength, government authorities announced plans to withdraw some stimulus measures and 
voiced concern about debt excesses. Beijing also stepped up scrutiny of large internet platform companies and 
their business practices. China, the only major economy to expand last year, set a growth target of 6% for 2021, 
which fell short of market expectations. E-commerce upstart Pinduoduo was a notable decliner, sliding 25% after 
its founder and chairman stepped down.  

Meanwhile, U.S.-listed Chinese companies debuted on the Hong Kong Stock Exchange. Search engine 
giant Baidu and online entertainment platform Bilibili completed secondary stock sales, following in the steps of 
Alibaba, JD.com and others. Chinese companies that originally listed on the Nasdaq or New York stock 
exchanges have been listing in Hong Kong amid geopolitical tensions.   

Indian equities rose for the fourth consecutive quarter. India’s economy regained momentum after a deep 
contraction. The government unveiled its plan to privatize two state-owned lenders as part of Prime Minister 
Narendra Modi’s reform agenda, which would also help bridge a pandemic-induced revenue shortfall. Stocks in 
the financials, materials and information technology sectors rallied.  

Brazilian stocks tumbled. President Jair Bolsonaro faced increased criticism for his handling of COVID-19 while 
rising inflation also weighed on sentiment. Energy and financials companies posted large declines. The country’s 
central bank ended a multiyear rate cutting campaign and raised the benchmark interest rate by 75 basis points. 
Bolsonaro made sweeping changes to his cabinet and removed the chief executive of state-owned energy giant 
Petrobras after the company raised fuel prices. Petrobras shares dropped 24%. In debt markets, Brazilian dollar 
bonds fell 6%. The real lost 8% against the U.S. dollar. 

Emerging markets debt fell, hurt by rising U.S. Treasury yields. Turkish markets faced turmoil again after 
President Erdogan sacked another central bank governor. Turkish dollar bonds fell 8% and the lira slid 10% 
against the U.S. dollar. 

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 IMI 2.9   JPM EMBI Global Div –4.5 --- --- --- 
MSCI Brazil IMI –9.5   JPM GBI-EM Global Div --- –6.7 –3.2 --- 
MSCI China IMI 0.0   Brazil –6.2 –12.9 –5.4 –8.0 
MSCI India IMI 6.9   Indonesia –4.1 –5.4 –2.2 –3.3 
MSCI Mexico IMI 3.7   Malaysia –5.6 –5.4 –2.5 –3.0 
MSCI Russia IMI 6.0   Mexico –5.6 –7.4 –4.9 –2.6 
MSCI South Africa IMI 12.5   Poland –0.2 –6.4 –0.9 –5.6 
MSCI Korea IMI 1.8   South Africa –3.0 –2.3 –1.8 –0.5 
MSCI Taiwan IMI 10.7   Turkey –7.7 –20.0 –10.9 –10.2 
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 information is intended to highlight issues and should not be considered 
advice, an endorsement or a recommendation. 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 Market 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. 
American Funds Distributors, Inc., member FINRA. 
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