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World markets review — 2022 
 
Equities 

Global stocks fell sharply, pressured by rising interest rates, slowing economic growth and extreme inflationary 
pressures not seen since the 1980s. Several key benchmark indexes fell into bear market territory at times. Late 
in the year, signs that inflation may have peaked in the U.S., Europe and elsewhere sparked a rally that erased 
some of the losses. 

All but one sector declined in the MSCI All Country World Index. Communication services, consumer 
discretionary and information technology stocks suffered the biggest losses. Apple, Amazon and Microsoft — 
companies that led the last bull market — were among the largest detractors. Meanwhile, energy stocks surged 
amid higher oil and gas prices. 

    December 2022     4Q 2022     2022 
    U.S. Local     U.S. Local     U.S. Local 
Equity index returns (%)   dollar  currency     dollar  currency     dollar  currency 
S&P 500   –5.8 –5.8     7.6 7.6     –18.1 –18.1 
MSCI ACWI   –3.9 –4.7     9.8 7.4     –18.4 –16.0 
MSCI ACWI ex USA   –0.7 –2.9     14.3 7.8     –16.0 –9.6 
MSCI World   –4.2 –5.1     9.8 7.5     –18.1 –16.0 
MSCI Emerging Markets   –1.4 –2.0     9.7 6.6     –20.1 –15.5 
MSCI EAFE   0.1 –3.0     17.3 8.7     –14.5 –7.0 
MSCI Europe   0.0 –2.7     19.3 10.4     –15.1 –8.5 
MSCI Pacific   0.3 –3.5     14.1 5.9     –13.0 –3.7 
Source: RIMES                       

 

Fixed income 

Bonds plummeted in the face of soaring inflation. The Bloomberg U.S. Treasury Index lost more than 12% in 
one of the worst bond market routs in history. The Federal Reserve and European Central Bank, among others, 
aggressively raised interest rates in an attempt to bring consumer price increases back to a target of roughly 2%, 
down from 7% to 10% in many economies. 

In foreign exchange markets, a strong U.S. dollar grew stronger for much of the year, particularly as the Fed 
raised rates at a faster pace than some other central banks. At year-end, the dollar posted gains of 6.6% and 
14.6% against the euro and the yen, respectively. 

 Dec 4Q    Exchange rates Dec 4Q  
Fixed income index returns (%) 2022 2022 2022   (% change vs. USD) 2022 2022 2022 
Bloomberg U.S. Aggregate –0.5 1.9 –13.0   Euro 3.7 8.9 –6.2 
Bloomberg Global Aggregate 0.5 4.5 –16.2   Japanese yen 5.8 9.7 –12.7 
Bloomberg U.S. Corp IG –0.4 3.6 –15.8   British pound 1.0 7.8 –11.2 
Bloomberg U.S. Corp HY –0.6 4.2 –11.2   Canadian dollar 0.1 1.4 –6.8 
JPM EMBI Global Diversified 0.3 8.1 –17.8   Australian dollar 1.3 5.5 –6.7 
JPM GBI-EM Global Diversified 2.2 8.5 –11.7   Swiss franc 3.0 6.4 –1.5 
Source: RIMES. Returns are in USD.                 
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North America 

U.S. equities had their worst year since 2008, as persistently high inflation and aggressive rate hikes stoked 
recession fears. The war in Ukraine also weighed on investors throughout the year. The S&P 500 Index entered 
its first bear market since 2020 and declined 18% overall. The Nasdaq Composite fared even worse, plummeting 
33% as growth stocks lagged. 

Inflation hit its highest level in 40 years when the Consumer Price Index (CPI) rose 9.1% year-over-year in 
June. The CPI decelerated in subsequent months but remained at a multi-decade high of 7.1% in November. 

The Federal Reserve hiked its policy rate 425 basis points over seven policy meetings in an attempt to 
tame inflation. The Fed’s target rate range of 4.25%–4.50% following its December meeting was the highest since 
2007. The central bank expects rates to eventually peak at 5.1% in 2023, based on the median projection of 
members of the Federal Open Market Committee. 

Economic growth declined in the first and second quarters, before rebounding to a 3.2% annualized rate in 
the third quarter. Despite consecutive quarters of negative gross domestic product growth, the strong labor 
market continued to support the economy. In November the unemployment rate was 3.7%, near pre-pandemic 
lows. 

Growth stocks had the sharpest declines, including several tech giants that had been market leaders over the 
last decade. With the cost of capital rising, investors penalized companies struggling with consistent profitability or 
declining growth. Shares of Meta Platforms, Tesla, Netflix and Amazon each lost at least half their market value. 

Energy was the top S&P 500 sector for the second straight year, climbing 66%. Crude oil prices spiked in 
March after Russia’s invasion of Ukraine upended global oil flows. Occidental Petroleum was the highest 
returning stock in the S&P 500, soaring 119%. Shares of ExxonMobil, Schlumberger and Marathon Petroleum 
also climbed more than 80%. Pharmaceutical and biotechnology companies also proved bright spots, highlighted 
by strong gains from Merck, Eli Lilly and AbbVie. 

U.S. fixed income markets fell across the board. The Federal Reserve raised the federal funds rate by 425 
basis points from near zero to counter the highest inflation since the 1980s. U.S. Treasury yields rose across the 
curve, which ended the year inverted as shorter dated bonds sold off sharply. The 10-year Treasury yield soared 
237 basis points to 3.88%. Investment-grade (BBB/Baa and above) corporate bonds saw the worst returns. The 
Bloomberg U.S. Corporate Investment Grade Index returned –15.76%, and spreads widened by 38 basis points. 
Elsewhere, the Bloomberg U.S. Corporate High Yield 2% Issuer Capped Index returned –11.18%, while the 
Bloomberg Municipal Bond Index returned –8.53%. 
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Europe 

European stocks declined as record-high inflation, rising interest rates and Russia’s invasion of Ukraine 
combined to hammer the eurozone economy. Gross domestic product growth in the 19-member eurozone 
decelerated throughout the year, falling to 0.3% in the third quarter from 0.6% at the start of the year. Political 
turmoil also weighed on markets amid contentious leadership changes in Italy and the United Kingdom. Despite a 
strong fourth-quarter rally in European stocks, the MSCI Europe Index finished the full year down –15%. 

Reacting to inflation data well above 10%, the European Central Bank (ECB) moved aggressively to raise 
interest rates for the first time since 2011. Starting in July, ECB officials hiked rates at every policy meeting. In 
total, the central bank’s key policy rate climbed from –0.5% in July to +2.0% in December, ending an era of 
negative interest rates in Europe. Despite fears of a war-induced recession, ECB officials argued that rates must 
continue to move higher as consumer prices soared across the eurozone. 

Nearly all sectors declined, underscored by a 42% plunge in real estate stocks. Shares of Vonovia, Germany’s 
largest residential landlord, lost more than 50% during the year amid concerns about the company’s high debt 
levels, in addition to new government regulations limiting rent increases. Information technology stocks also 
suffered steep declines as tighter monetary policy prompted investors to reassess the valuations of previously 
high-flying tech stocks. German software giant SAP and Dutch semiconductor equipment maker ASML were 
among the largest detractors in the index. 

Energy stocks bucked the trend, generating strong gains on higher oil and gas prices. With the war in Ukraine 
crimping supplies, oil and gas prices skyrocketed at times, contributing to higher inflation rates around the world. 
Among European energy stocks, shares of BP, Shell and TotalEnergies rallied. The financials sector held up 
better than the overall market as banks and insurance companies generally benefited from a higher interest rate 
environment. Shares of Switzerland-based Zurich Insurance finished the year up 14%. 

In fixed income markets, European bonds declined across the board as investors adjusted to a world of 
drastically higher inflation and rising interest rates. The yield on Germany’s benchmark 10-year bond started the 
year in negative territory and rose 275 basis points to end the year at 2.57%. Similar maturities in Italy climbed 
353 basis points to 4.70%. In currencies, the euro fell 6% against the U.S. dollar. 
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Asia-Pacific  

Japanese equities declined as the economy struggled with soaring inflation and a weakening yen. The MSCI 
Japan Index fell 17%. Stocks rebounded in the fourth quarter, however, marking the first quarterly advance in 
more than a year. The information technology and consumer discretionary sectors saw the deepest declines for 
the year, while financials, utilities and energy rose. The yen dropped 13% versus the U.S. dollar. 

The Bank of Japan (BOJ) intervened in the foreign exchange market in September for the first time in more 
than 20 years in an effort to stop the yen’s decline against the dollar. The currency slid to a 32-year low in 
October. It rebounded when the BOJ surprised markets in December by raising the cap on the benchmark 10-
year government bond yield to 0.5% from 0.25%. Some market participants viewed this as a pivot away from 
ultra-loose monetary policy, which BOJ Governor Haruhiko Kuroda denied. Core inflation, which excludes volatile 
fresh food prices, reached a 41-year high in November.  

The economy recovered its pre-pandemic size in the second quarter as gross domestic product (GDP) grew 
an annualized 3.5%. A rise in private consumption as COVID-19 restrictions eased in March helped drive growth. 
Yet weakness among Japan’s trade partners still weighed on the economy. In October, the BOJ trimmed its 
median forecast for fiscal 2022 GDP growth to 2.0% from 2.4%.  

Australian stocks fell as labor shortages and climbing inflation weighed on the economy. Inflation hit the highest 
levels since 1990, accelerating to an annualized 7.3% in the third quarter. Ahead of the country’s May general 
election, the government introduced relief measures to ease the pain of inflation, including a reduction in its 
gasoline tax. The Reserve Bank of Australia raised its key interest rate for most of the year, reaching a 10-year 
high of 3.1% in the fourth quarter. Anthony Albanese was elected as the country’s new prime minister in May, 
breaking nine years of conservative leadership. The Australian dollar fell 7% against the U.S. dollar.  

Hong Kong equities lost ground as the city’s economy remained constrained by COVID-19 restrictions in the 
first half of the year. The city entered its second recession in three years in the second quarter as its economy 
weakened. A spike in COVID-19 cases set the tone for continued curbs in the first quarter, prompting a delay in 
the city’s leadership elections. Chief Executive John Lee was sworn into office in June. Equities recovered in the 
fourth quarter as the city eased most COVID-19 restrictions. 
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Emerging markets 

Emerging markets stocks tumbled, undercut by China’s economic slowdown, the Federal Reserve’s 
aggressive interest rate hikes and the growing strength of the U.S. dollar. Rising inflation in developing countries 
that spurred monetary tightening and rolling lockdowns in China to suppress COVID-19 also weighed on equity 
prices. Overall, the MSCI Emerging Markets Index slid 20%. 

Chinese stocks fell by more than 20% for a second consecutive year. Stocks in the information technology 
and real estate sectors led the declines. A growing liquidity crisis in China’s property sector and temporary 
shutdowns in key manufacturing and technology hubs due to virus-related outbreaks took a toll on economic 
growth. However, Chinese stocks rebounded late in the year when Beijing abruptly abandoned its zero-COVID 
policy after nearly three years following widespread protests. The government lifted travel restrictions and 
unveiled measures aimed at stabilizing struggling property developers. 

Technology giants weighed on benchmark returns. Shares of leading Taiwanese and Korean semiconductor 
companies sank amid an inventory correction for a range of processors. Taiwan Semiconductor Manufacturing 
Company and Samsung Electronics fell more than 30%. In China, profit and sales growth slowed for internet 
platform companies as they adjusted their business models following Beijing’s crackdown on private sector 
companies in 2021. Tencent, NetEase and Alibaba all declined more than 20%.      

On a regional basis, Latin America bucked the wider selloff. The MSCI Brazil Index advanced on higher 
commodity prices. Shares of iron ore miner Vale, energy giant Petrobras and stock exchange operator B3 were 
among the top gainers. In Asia, the MSCI Indonesia Index gained 4%. Indonesia’s resource-rich economy 
benefited from strong exports of commodities.  

Central banks in developing countries raised interest rates to combat inflation. Several Asian countries, 
including Taiwan, Indonesia and the Philippines, joined their Latin American counterparts in adopting tighter 
monetary policies. Brazil held its benchmark rate steady at 13.75% following a series of rate hikes since March 
2021. The Bank of Mexico in December raised its rate to 10.5%, but the size of the increase slowed to 50 basis 
points from previous hikes of 75 basis points.  

Emerging markets debt posted negative returns, hurt by a stronger U.S. dollar, rising rates and slowing global 
growth. Most currencies in emerging markets fell sharply against the dollar. The Turkish lira plunged 29%, while 
the Chinese renminbi lost 8% and South African rand shed 6%. Brazil and Mexico were notable exceptions. The 
Brazilian real rose 6% and the Mexican peso gained 5%.  

 
 
2022 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 –20.1   JPM EMBI Global Div –17.8 --- --- --- 
MSCI Brazil 14.2   JPM GBI-EM Global Div --- –11.7 –5.9 --- 
MSCI China –21.9   Brazil –7.3 13.8 7.8 5.5 
MSCI India –8.0   China –8.2 –5.6 3.0 –8.3 
MSCI Mexico –2.0   Indonesia –13.3 –5.1 3.7 –8.4 
MSCI South Africa –3.9   Malaysia –16.5 –4.4 1.1 –5.4 
MSCI Korea –29.4   Mexico –16.0 6.0 1.0 5.0 
MSCI Saudi Arabia –5.1   Poland –3.9 –13.1 –5.4 –8.1 
MSCI Taiwan –29.8   South Africa –9.6 –2.1 4.4 –6.2 
MSCI Thailand 5.0   Turkey 2.7 23.8 74.5 –29.1 
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.  
Bond ratings, which typically range from AAA/Aaa (highest) to D (lowest), are assigned by credit rating agencies such as Standard & Poor's, 
Moody's and/or Fitch, as an indication of an issuer's creditworthiness. 
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, publicly 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 
Bond Index measures the U.S. dollar-denominated, high yield, fixed-rate corporate bond market. Bloomberg U.S. Corporate High Yield 2% 
Issuer Capped Index covers the universe of fixed-rate, non-investment-grade debt. Bloomberg Municipal Bond Index is a market-value-
weighted index designed to represent the long-term investment-grade tax-exempt bond market. Bloomberg U.S. Treasury Index measures 
the performance of public obligations of the U.S. Treasury.  
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. MSCI Japan Index is designed to measure the 
equity market results of Japan. 
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 Consumer Price Index is a measure of the average change over time in the prices paid by urban consumers for a market basket of 
consumer goods and services. 
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 © 2023 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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