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World markets review — 2021 
 
Equities 

Global stocks rallied for the third year in a row, boosted by massive government stimulus measures and pent-up 
consumer demand. Several key market indexes hit record highs as much of the world reawakened from 
pandemic-era lockdowns. Market gains were tempered at times by worries about rising inflation, higher interest 
rates and the spread of coronavirus variants. 

Energy stocks generated the largest returns, rising more than 40% as oil prices rebounded from the pandemic 
lows of 2020. Information technology stocks also posted impressive gains, rising nearly 30% as familiar names 
such as Apple, Microsoft and NVIDIA led the way. All major sectors enjoyed positive returns but some traditionally 
defensive sectors, including utilities and consumer staples, trailed significantly behind the overall market gains. 

    December 2021     4Q 2021     YTD 2021 
    U.S. Local     U.S. Local     U.S. Local 
Equity index returns (%)   dollar  currency     dollar  currency     dollar  currency 
S&P 500   4.5 4.5     11.0 11.0     28.7 28.7 
MSCI ACWI   4.0 3.7     6.7 7.0     18.5 20.9 
MSCI ACWI ex USA   4.1 3.4     1.8 2.7     7.8 13.0 
MSCI World   4.3 4.0     7.8 8.1     21.8 24.2 
MSCI Emerging Markets IMI   2.2 1.8     –1.0 –0.5     –0.3 2.3 
MSCI EAFE   5.1 4.3     2.7 3.9     11.3 18.7 
MSCI Europe   6.6 5.1     5.7 6.5     16.3 22.6 
MSCI Pacific   2.4 2.8     –2.7 –0.8     2.6 12.0 
Source: RIMES                       

 

Fixed income 

Government bonds declined in the face of soaring inflation. U.S. Treasuries lost more than 2% while 
investment-grade corporates fell about 1%. Late in the year, central banks around the world started taking steps 
to tighten monetary policy, including the U.S. Federal Reserve, the European Central Bank and the Bank of 
England. Meanwhile, high-yield and inflation-protected bonds rallied. 

In foreign exchange markets, a strong U.S. dollar continued to get stronger, particularly as the Fed indicated it 
would raise interest rates three times in 2022. For the year, the dollar posted significant gains against the euro, 
the yen and most other currencies. 

 Dec 4Q YTD   Exchange rates Dec 4Q YTD 
Fixed income index returns (%) 2021 2021 2021   (% change vs. USD) 2021 2021 2021 
Bloomberg U.S. Aggregate –0.3 0.0 –1.5   Euro 1.0 –1.9 –7.1 
Bloomberg Global Aggregate –0.1 –0.7 –4.7   Japanese yen –1.4 –3.1 –10.3 
Bloomberg U.S. Corp IG –0.1 0.2 –1.0   British pound 2.4 0.5 –0.9 
Bloomberg U.S. Corp HY 1.9 0.7 5.3   Canadian dollar 1.6 0.3 0.9 
JPM EMBI Global Diversified 1.4 –0.4 –1.8   Australian dollar 2.5 0.7 –5.8 
JPM GBI-EM Global Diversified 1.6 –2.5 –8.7   Swiss franc 1.6 2.4 –3.0 
Source: RIMES. Returns are in USD.                 
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North America 

U.S. equities surged to new record highs as the COVID-19 vaccine rollout helped businesses and the 
economy rebound from lockdowns in 2020.  Strong corporate earnings and accommodative fiscal and monetary 
policies supported markets with relatively low volatility. The Standard & Poor’s 500 Composite Index didn’t have a 
drawdown of more than 5.2% during the year, despite ongoing concerns over rising inflation and coronavirus 
variant outbreaks. Overall, the S&P 500 Index gained 29%, led by the energy, real estate, information technology 
and financials sectors. Utilities and consumer staples lagged.  

Massive stimulus measures helped boost market confidence. A $1.9 trillion coronavirus relief package signed 
in March included direct payments of up to $1,400 to individuals, an extension of unemployment insurance 
supplements and an expansion of the child tax credit. In November, Congress also passed a $1 trillion 
infrastructure bill to help upgrade roads, bridges and transit systems.  

Global supply chain disruptions contributed to the fastest inflation growth rate since 1982. The Consumer 
Price Index climbed 6.8% over the previous year in November. Excluding food and energy, core inflation was 
4.9%. Components with some of the fastest year-over-year price increases included used cars and trucks, 
gasoline and lumber. At its December meeting, the Federal Reserve noted that it expected to raise rates three 
times in 2022, an increase from its March meeting when it indicated no hikes were likely through at least 2023.  

Record-high corporate earnings boosted U.S. stocks. Earnings grew 45% year over year, according to 
estimates by FactSet – the highest annual earnings growth rate in at least 13 years. Shares of NVIDIA soared 
125%, as semiconductor manufacturers benefited from surging demand and rising chip prices amid supply 
shortages. Broadcom gained 56%. Several other technology stocks pulled markets higher, including Microsoft, 
Apple and Alphabet. 

The energy sector soared 55%, rebounding from a 34% decline in 2020. Pent-up demand for travel fueled a 
55% spike in West Texas Intermediate crude oil prices. Exxon Mobil shares climbed 58%. The financials sector 
gained 35%, as optimism for economic recovery and the prospects of higher interest rates ahead supported 
banking stocks. Within health care, vaccine developers Moderna and Pfizer rose 143% and 67%, respectively. 

U.S. fixed income markets were mixed as investors digested higher inflation and prospects for tighter monetary 
policy. The 10-year U.S. Treasury yield increased 59 basis points to 1.51%. Treasury Inflation-Protected 
Securities rose 5.96%, outpacing most other fixed income assets. The Bloomberg U.S. Aggregate Index declined 
1.54%. Within corporate credit, spreads on high-yield and investment-grade bonds tightened 77 bps and 4 bps, 
respectively. The Bloomberg U.S. Corporate High Yield 2% Issuer Capped Index advanced 5.26%. 
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Europe 

European stocks rallied as widespread vaccine rollouts and massive government stimulus measures helped lift 
the eurozone economy out of a pandemic-induced downturn. All sectors registered positive gains for the year, 
supported by pent-up consumer demand and a strong rebound in manufacturing activity. Overall, the MSCI 
Europe Index rose 16%. 

Information technology and energy stocks led markets higher, posting gains of 27% and 26%, respectively. 
ASML shares soared as the Dutch semiconductor-equipment maker benefited from a worldwide chip shortage 
that had other chipmakers scrambling to ramp up their manufacturing capabilities. In the energy sector, shares of 
BP, TotalEnergies and Royal Dutch Shell experienced double-digit gains as oil prices moved sharply higher. 

Utilities and real estate stocks lagged as rising inflationary pressures weighed on interest-rate sensitive 
sectors. Shares of Italian utility Enel fell 17% during the year while German residential real estate company 
Vonovia lost 16%. Eurozone inflation rose steadily over the year, hitting a record of 4.9% in November — the 
highest inflation reading since the establishment of the euro currency 20 years ago. 

Political change in Italy and Germany had a mixed impact on markets. Italian stocks rallied in February as 
Mario Draghi was sworn in as prime minister. The former European Central Bank president vowed to lift Italy out 
of its worst economic crisis in a decade. German stocks wavered, however, after federal elections in September 
failed to produce a clear winner. Following two months of intense coalition building, former finance minister Olaf 
Scholz succeeded Angela Merkel as chancellor. Italian stocks ended the year up 15% while German stocks rose 
5%. 

In fixed income markets, European government bonds declined on inflation fears and central bank actions to 
address the rise in consumer prices. The European Central Bank announced in December that it would begin 
scaling back its pandemic-era bond buying program. The Bank of England raised its key lending rate to 0.25% 
from 0.1%. The yield on Germany’s benchmark 10-year note rose 39 basis points to end the year at –0.18%. In 
currencies, the euro fell 7% against the U.S. dollar. 
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Asia-Pacific 

Japanese equities lagged developed markets, weighed down by supply chain disruptions and the economic 
impact of COVID-19. The MSCI Japan Index rose 1.7% in U.S. dollar terms, held back partly by the weaker yen. 
The Japanese currency, which declined 10% against the U.S. dollar, lost appeal amid rising yields in the U.S. and 
Europe. 

Japan’s economy struggled as states of emergency crimped consumer activity for much of the year. Retail 
sales contracted in mid-summer as the delta coronavirus variant drove a spike in COVID-19 cases. Industrial 
production lost momentum through much of the second half as semiconductor shortages weighed on automakers. 
Toward year-end, the government closed the country’s border to fend off the omicron variant and announced a 
record ¥56 trillion (US$486 billion) fiscal stimulus package to support growth. 

The Japanese government was criticized for its slow vaccine rollout, as less than 1% of the country’s 
population had received a vaccine by the end of March. Public disapproval of the COVID-19 response led Prime 
Minister Yoshihide Suga to step down. He was succeeded in October by Fumio Kishida, whose Liberal 
Democratic Party retained power with a better-than-expected majority. 

The Bank of Japan struggled to stem declining consumer prices. It maintained ultra-easy monetary policy 
while widening the band around its 0% target for 10-year government bond yields and extending pandemic relief 
programs. Its efforts bore fruit in November as inflation rose 0.6% year over year, the largest increase in nearly 
two years. In December it announced plans to taper its corporate debt purchases and keep negative policy rates. 

Major stock movers included SoftBank, which fell after several companies in its Vision Fund portfolio suffered 
setbacks, and Fast Retailing, which was battered by sluggish sales at its Uniqlo stores. Toyota posted double-
digit gains as its production proved resilient amid a chip shortage. Tokyo Electron also advanced amid continued 
strong demand for semiconductor-production equipment.  

Hong Kong stocks fell 3.9% as the spread of coronavirus variants dashed hopes that authorities would loosen 
stringent COVID-19 measures. Macau casino operators, including Sands China and Galaxy Entertainment, 
posted double-digit declines as tourism remained weak. Real estate firms advanced on expectations they would 
benefit from the government’s new affordable housing policy. 

Australian equities rose 9.4% as economic conditions improved despite a sequential decline in gross domestic 
product in the third quarter. After starting the year with a A$100 billion increase in its bond-buying program, the 
Reserve Bank of Australia signaled in December that it could start to taper its asset purchases as soon as 
February. Australian bank stocks advanced amid the economic recovery, while several mining groups lost ground 
as iron ore prices fell. 
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Emerging markets 

Emerging markets stocks posted their weakest return since 2018, undercut by China’s economic slowdown 
and increased government intervention in the private sector. Inflationary pressures and a stronger U.S. dollar also 
dampened sentiment despite higher prices for commodities produced in developing countries. Overall, the MSCI 
Emerging Markets Investable Market Index finished essentially flat for the year. 

Chinese stocks fell the most since 2008. A government crackdown in the technology, education and online 
gaming sectors led to a sweeping selloff. Meanwhile, China’s economy decelerated amid a broad policy push to 
promote social and economic stability. The property sector — a key contributor to economic activity in China — 
weakened as heavily indebted real estate giant Evergrande teetered on the edge of default. The MSCI China IMI 
declined 21% for the year.  

China’s technology giants sold off amid increased scrutiny. E-commerce giant Alibaba was fined $2.8 billion 
for antitrust violations, while Meituan, China’s leading online food services delivery firm, was fined $533 million for 
anticompetitive practices. Alibaba shares sank 48% and Meituan slid 24%. Tencent, a mobile gaming and social 
media giant, lost 19%. 

On a sector basis, energy notched the strongest gains. Prices for natural gas soared on shortages and strong 
demand from around the world. Shares of Russian producers Gazprom and Lukoil rose by double digits. The 
MSCI Russia IMI rose 19%. However, gains for the Russian benchmark slowed in the fourth quarter over tensions 
in the Ukraine and the potential for U.S. economic sanctions. 

Several Taiwanese semiconductor companies had robust returns, including Taiwan Semiconductor 
Manufacturing (TSMC), Mediatek and United Microelectronics. Orders surged for chips used in everything from 
cars to smartphones, resulting in capacity constraints and a global supply crunch.  

The MSCI India IMI surged 30% as India’s economy bounced back from the pandemic. In contrast, Brazilian 
stocks tumbled, beset by economic and inflation woes.  

Rising inflation forced several central banks to hike interest rates throughout the year. Brazil hiked its 
benchmark rate by more than 7 percentage points to 9.25%. Mexico’s key lending rate gradually increased to 
5.5% from 4% in May. Russia raised its key rate over the course of the year by 425 basis points to 8.5%.  

Emerging markets bonds fell. Turkey saw a significant decline as the government struggled to contain inflation 
and a weakening currency. The country’s central bank cut rates in a move that countered other developing 
countries. Among larger issuers, China sold $4 billion in dollar bonds and another $4.6 billion in euro bonds.  

Year-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 –0.3   JPM EMBI Global Div –1.8 --- --- --- 
MSCI Brazil IMI –17.1   JPM GBI-EM Global Div --- –8.7 –2.9 --- 
MSCI China IMI –21.2   Brazil –4.3 –11.9 –5.5 –6.7 
MSCI India IMI 30.4   Indonesia 0.4 3.6 5.1 –1.4 
MSCI Mexico IMI 21.1   Malaysia –1.9 –4.5 –1.1 –3.4 
MSCI Russia IMI 19.3   Mexico 0.3 –6.6 –4.1 –2.6 
MSCI South Africa IMI 6.8   Poland –0.9 –17.1 –10.3 –7.6 
MSCI Korea IMI –5.7   South Africa 2.8 –0.2 8.4 –8.0 
MSCI Taiwan IMI 27.7   Turkey –5.1 –49.2 –9.2 –44.0 
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 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 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. 
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. 
Lit. No. ITGEBR-072-0122 CGD/10357 S87756 
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World markets review — Fourth quarter 2021 
 
Equities 

Global stocks ended the year with solid quarterly gains. Strong corporate earnings growth and ongoing 
government stimulus measures pushed markets to record highs despite the threat of rising inflation, higher 
interest rates and the rapid spread of the omicron coronavirus variant. 

Information technology stocks rallied, gaining 13% as consumer-tech and semiconductor companies 
continued to drive markets higher. Utilities and real estate stocks also advanced amid a pronounced shift toward 
defensive sectors. Communication services stocks lost nearly 2% on concerns over slowing growth at some 
media and entertainment companies. Emerging markets stocks declined, hurt by slowing economic growth in 
China. 

    December 2021     4Q 2021     YTD 2021 
    U.S. Local     U.S. Local     U.S. Local 
Equity index returns (%)   dollar  currency     dollar  currency     dollar  currency 
S&P 500   4.5 4.5     11.0 11.0     28.7 28.7 
MSCI ACWI   4.0 3.7     6.7 7.0     18.5 20.9 
MSCI ACWI ex USA   4.1 3.4     1.8 2.7     7.8 13.0 
MSCI World   4.3 4.0     7.8 8.1     21.8 24.2 
MSCI Emerging Markets IMI   2.2 1.8     –1.0 –0.5     –0.3 2.3 
MSCI EAFE   5.1 4.3     2.7 3.9     11.3 18.7 
MSCI Europe   6.6 5.1     5.7 6.5     16.3 22.6 
MSCI Pacific   2.4 2.8     –2.7 –0.8     2.6 12.0 
Source: RIMES                       

 

Fixed income 

Bond markets came under pressure amid rising inflation and central bank actions to deal with it. The U.S. 
Federal Reserve moved to reduce its bond-buying program and indicated it will begin raising rates in 2022. The 
European Central Bank vowed to scale back its pandemic-related bond-buying activities. And the Bank of 
England raised interest rates for the first time in three years. Most U.S. bond sectors posted narrow gains, while 
global bonds generally declined. 

In foreign exchange markets, the U.S. dollar rose against the euro, the yen and most other currencies. For the 
year, the dollar remained significantly higher against a basket of foreign currencies, rising 1% against the British 
pound, 8% against the euro and 12% against the yen. 

 Dec 4Q YTD   Exchange rates Dec 4Q YTD 
Fixed income index returns (%) 2021 2021 2021   (% change vs. USD) 2021 2021 2021 
Bloomberg U.S. Aggregate –0.3 0.0 –1.5   Euro 1.0 –1.9 –7.1 
Bloomberg Global Aggregate –0.1 –0.7 –4.7   Japanese yen –1.4 –3.1 –10.3 
Bloomberg U.S. Corp IG –0.1 0.2 –1.0   British pound 2.4 0.5 –0.9 
Bloomberg U.S. Corp HY 1.9 0.7 5.3   Canadian dollar 1.6 0.3 0.9 
JPM EMBI Global Diversified 1.4 –0.4 –1.8   Australian dollar 2.5 0.7 –5.8 
JPM GBI-EM Global Diversified 1.6 –2.5 –8.7   Swiss franc 1.6 2.4 –3.0 
Source: RIMES. Returns are in USD.                 
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North America 

U.S. equities soared, hitting new record highs and outpacing nearly all other developed markets. Investors 
largely shrugged off concerns over spiking COVID-19 cases arising from the highly contagious omicron variant. 
Supported by strong returns from growth stocks, the Standard & Poor’s 500 Composite Index advanced 11% in 
the fourth quarter and 29% for the full year. Small caps also traded higher, but significantly lagged large caps over 
both time periods. 

Inflation rose at the fastest rate since 1982. The Consumer Price Index climbed 6.8% year over year in 
November, above expectations. Excluding food and energy, the CPI increased 4.9%. To help combat rising 
prices, the Federal Reserve indicated at its December meeting that it would wind down its bond-buying stimulus 
program earlier than originally planned. The Fed also released economic projections that indicated it expected to 
raise interest rates three times in 2022, more than previous estimates. 

The U.S. economy grew 2.3% in the third quarter, the slowest pace during the current recovery. Supply chain 
bottlenecks and other disruptions weighed on growth, despite a tightening labor market. The unemployment rate 
fell to 4.2% in November, the lowest since the start of the pandemic. The December initial jobless claims report 
hovered near 50-year lows. 

Semiconductor manufacturer stocks rose sharply. Shares of NVIDIA, Qualcomm and Advanced Micro 
Devices all advanced by at least 40%. Chipmakers continued to benefit from surging demand and rising prices 
amid supply shortages. Other bellwether technology stocks such as Apple and Microsoft also had strong returns.  

The communication services and financials sectors lagged. Twitter declined 28%, pressured by disappointing 
earnings and news that co-founder Jack Dorsey would step down as CEO. Several large banks declined over 
concerns for the path of the economic recovery, including a 13% stumble from Citigroup. Health care stocks were 
mixed. Shares of Pfizer gained 39%, boosted by optimism over its COVID-19 pill Paxlovid. Moderna slumped 
34% and has shed half of its market value since its August peak. 

Bond markets were mixed. The Federal Reserve signaled in December that it would accelerate the tapering of 
its asset purchases and raise rates three times in 2022. The U.S. Treasury yield curve flattened as uncertainty 
about the economic outlook weighed on long-dated bond yields. Concerns about higher inflation drove Treasury 
Inflation-Protected Securities up 2.36%, outpacing other fixed income assets. Within corporate credit, spreads on 
high-yield bonds tightened by 6 basis points to 283 bps, while spreads on investment-grade bonds widened by 8 
basis points to 92 bps. The Bloomberg U.S. Corporate High Yield 2% Issuer Capped Index advanced 0.69% and 
the U.S. Corporate Investment Grade Index gained 0.23%.
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Europe 

European stocks advanced despite concerns about record-high inflation and a shift toward slightly tighter 
monetary policy. Defensive sectors rallied as investors sought out companies that may benefit from rising 
consumer prices. Overall, the MSCI Europe Index gained 6% for the quarter and 16% for the full year. 

As inflation surged across the eurozone, the European Central Bank announced that it would begin scaling 
back its pandemic-era bond buying stimulus program. In a more aggressive move, the Bank of England raised its 
key lending rate to 0.25% from 0.1%. Eurozone inflation climbed to 4.9% in November — the highest level since 
the euro currency was launched 20 years ago. 

Consumer staples and utilities stocks led markets higher as investors rotated into defensive sectors that had 
lagged earlier in the year. Nestlé shares rallied after the world’s largest food company raised its full-year guidance 
amid strong growth in coffee, vitamin and pet food sales. In the utilities sector, shares of Spain’s Iberdrola and the 
U.K.’s National Grid enjoyed double-digit gains. 

Energy and communication services stocks lagged. After a furious run-up earlier in the year, oil and gas 
stocks cooled in the fourth quarter on worries that the omicron variant might hamper Europe’s economic recovery. 
In the communication services sector, shares of Deutsche Telekom fell amid slumping profits at U.S. subsidiary  
T-Mobile. 

German stocks trailed most other European markets amid a bout of political uncertainty. Former finance 
minister Olaf Scholz endured a lengthy coalition-building process to succeed Angela Merkel as chancellor in 
December, ending 16 years of rule by the Christian Democratic Union. German stocks closed the quarter with a 
gain of less than 1%. 

In fixed income markets, eurozone government bonds declined on inflation fears and the ECB’s decision to 
reduce its bond buying activities. The yield on Germany’s benchmark 10-year note rose 2 basis points to end the 
quarter at –0.18%. Similar maturities in Italy rose 31 basis points to 1.17%. In currencies, the euro slipped 2% 
against the dollar. 
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Asia-Pacific 

Japanese equities fell in the fourth quarter, hampered by supply chain problems and concerns about the 
omicron coronavirus variant’s impact on the global economy. The MSCI Japan Index slipped 4.0%. Investors 
welcomed the October 31 election of Prime Minister Fumio Kishida, whose Liberal Democratic Party retained 
power with a better-than-expected majority. Meanwhile, the Bank of Japan announced plans to taper its corporate 
debt purchases but left its ultra-loose monetary policy unchanged.    

Japan unveiled a record ¥56 trillion (US$486 billion) fiscal stimulus package to support an economy that 
shrank 3.6% year on year in the third quarter amid a drop in consumer spending and a continued global chip 
shortage. Although Japan’s COVID-19 cases fell sharply over the quarter, the government temporarily closed its 
border to foreign visitors in late November in a quest to stave off a coronavirus wave. 

Signs emerged that Japan’s supply chain issues might be easing somewhat. Industrial production jumped 
7.2% month on month in November, as automotive production surged in a positive sign for the export-heavy 
economy. The au Jibun Bank Japan Composite Purchasing Managers Index (PMI) notched a third consecutive 
month of growth in private sector activity in December. Still, Japanese manufacturers struggled with soaring 
import costs – a problem worsened by the weaker yen, which declined 3.1% against the U.S. dollar.  

Major market movers included SoftBank, which fell after several companies within its Vision Fund portfolio 
suffered setbacks. Fast Retailing declined due to disappointing sales at its Uniqlo stores, while Sony shares 
climbed as it raised its full-year operating profit forecast. Tokyo Electron advanced amid continued strong demand 
for semiconductor production equipment. 

Hong Kong equities declined as the country continued to operate stringent COVID-19 travel controls. Financial 
stocks lost ground, including insurer AIA Group and Hong Kong Exchanges & Clearing (HKEX). Real estate firms 
advanced on expectations they would benefit from the government’s new affordable housing policy. 

Australian stocks edged up 2.1%, even as the number of COVID-19 cases soared. Shares of several mining 
companies rose as iron ore prices recovered. Westpac Banking fell sharply due to its declining margins and 
continued high expenses. Meanwhile, the Reserve Bank of Australia signaled it could start to taper its asset 
purchase program as soon as February, as labor market conditions improved. The unemployment rate decreased 
to 4.6% in November from 5.2% the previous month, suggesting that the economy is steadying after a rare 
contraction in the third quarter. 
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Emerging markets 

Emerging markets stocks edged lower, hurt by a sharp slowdown in China’s economy, inflationary pressures, 
tightening U.S. monetary policy and a stronger U.S. dollar. Overall, the MSCI Emerging Markets Investable 
Market Index fell 1% to finish the year essentially flat.  

Chinese stocks slid further amid a government crackdown in the private sector. The health care, real estate 
and consumer discretionary sectors posted the largest losses. Weakness in the property market, an uncertain 
regulatory environment and a slowdown for internet-related companies contributed to declines. The overall pace 
of growth in China’s economy slowed to an annualized 4.9% for the three months ended September 30, down 
from 7.9% in the prior quarter. The MSCI China IMI ended the year down 21%. 

China’s technology and biopharmaceutical heavyweights declined. E-commerce bellwether Alibaba cut its 
growth forecast, sending its shares down 17%. Online food delivery giant Meituan was fined $533 million for 
anticompetitive practices. Its stock fell 9%. In health care, Wuxi Biologics, Innovent Biologics and BeiGene all 
posted double-digit declines. A news report in mid-December suggested that U.S. regulators might add some 
Chinese biotech firms to one of its sanctions lists.    

The information technology sector posted the strongest returns, led by chipmakers in Taiwan and South 
Korea. Taiwan Semiconductor Manufacturing and Samsung Electronics were among those reporting solid 
revenue growth and encouraging outlooks amid the global chip shortage. 

Indian equities took a breather after 18 months of solid gains. India’s economy expanded for a fourth straight 
quarter, growing an annualized 8.4% in the three months ended September 30. Sector returns were mixed. 
Technology services firms Infosys and Tech Mahindra posted double-digit returns. Conglomerate Reliance 
Industries fell. Overall, the MSCI India IMI soared 30% for the year.  

Russian stocks fell after a strong run for most of the year. Geopolitical tensions over Ukraine weighed on 
sentiment. Banking giant Sberbank fell 16%, hurt by reports that the U.S. and other countries might target 
Russian banks with fresh sanctions.    

Most emerging markets currencies weakened against the dollar and local currency bonds fell in dollar 
terms. Turkish bonds sank 38%, and the lira plummeted 33% against the dollar. Turkey’s central bank cut 
benchmark rates several times since September in a bid to curb high inflation. And on December 1, the central 
bank announced it was intervening in the currency market to help blunt the lira’s decline.  

 

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 –1.0   JPM EMBI Global Div –0.4 --- --- --- 
MSCI Brazil IMI –7.5   JPM GBI-EM Global Div --- –2.5 –0.9 --- 
MSCI China IMI –6.1   Brazil 0.6 –1.2 1.0 –2.2 
MSCI India IMI 0.2   Indonesia 1.6 1.9 1.4 0.4 
MSCI Mexico IMI 5.9   Malaysia 1.3 0.7 0.2 0.5 
MSCI Russia IMI –9.2   Mexico 2.3 0.9 0.5 0.4 
MSCI South Africa IMI –0.3   Poland –0.9 –9.4 –8.1 –1.5 
MSCI Korea IMI –0.9   South Africa 1.4 –3.0 2.9 –5.7 
MSCI Taiwan IMI 9.2   Turkey –3.1 –38.2 –7.7 –33.1 
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.  
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 au Jibun Bank Japan Composite PMI, an economic indicator of private sector activity, is based on responses to questionnaires sent to 
around 400 service sector companies and a panel of about 400 manufacturers. 
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 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. 
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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