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World markets review — Second quarter 2021 
 
Equities 

Global stocks rallied as many of the world’s largest economies reopened and government stimulus measures 
continued to fuel investor optimism. With COVID-19 vaccinations rolling out in the U.S., Europe and elsewhere, 
manufacturing activity and retail sales rose sharply, prompting some economists to raise their growth forecasts for 
the balance of 2021. 

Information technology stocks led markets higher, gaining 11.5% in aggregate. Growth stocks reasserted 
themselves after two previous quarters where value stocks outshined their growth-oriented counterparts. Real 
estate stocks also rose as the outlook brightened for shopping mall operators that had been shut down during the 
pandemic. 

    June 2021     2Q 2021     YTD 2021 
    U.S. Local     U.S. Local     U.S. Local 
Equity index returns (%)   dollar  currency     dollar  currency     dollar  currency 
S&P 500   2.3 2.3     8.5 8.5     15.3 15.3 
MSCI ACWI   1.3 2.1     7.4 7.1     12.3 13.4 
MSCI ACWI ex USA   –0.6 1.3     5.5 4.7     9.2 11.5 
MSCI World   1.5 2.3     7.7 7.6     13.0 14.2 
MSCI Emerging Markets IMI   0.4 1.1     5.7 4.5     8.7 9.3 
MSCI EAFE   –1.1 1.4     5.2 4.8     8.8 12.7 
MSCI Europe   –1.4 1.6     7.4 6.5     11.8 14.5 
MSCI Pacif ic   –0.7 1.0     1.3 1.9     3.9 9.8 
Source: RIMES                       

 

Fixed income 

Bond markets advanced despite widespread signs of higher inflation and concerns that the U.S. Federal 
Reserve might raise short-term interest rates earlier than expected. The European Central Bank — in contrast, 
noting lower European inflation — vowed to keep policy rates in negative territory and continue the pace of its 
massive bond-buying stimulus program. 

In foreign exchange markets, the U.S. dollar rose against the yen, but fell against the euro, the Swiss franc and 
most other currencies amid a risk-on trading environment. On a year-to-date basis, however, the dollar remained 
significantly higher against most major currencies. 

 

 Jun 2Q YTD   Exchange rates Jun 2Q YTD 
Fixed income index returns (%) 2021 2021 2021   (% change vs. USD) 2021 2021 2021 
Bloomberg Barclays U.S. Aggregate 0.7 1.8 –1.6   Euro –3.0 0.9 –3.1 
Bloomberg Barclays Global Aggregate –0.9 1.3 –3.2   Japanese yen –1.4 –0.4 –7.0 
Bloomberg Barclays U.S. Corp IG 1.6 3.5 –1.3   British pound –2.8 0.1 1.1 
Bloomberg Barclays U.S. Corp HY 1.3 2.7 3.6   Canadian dollar –2.4 1.5 2.9 
JPM EMBI Global Diversified 0.7 4.1 –0.7   Australian dollar –3.0 –1.4 –2.7 
JPM GBI-EM Global Diversified –1.2 3.5 –3.4   Swiss f ranc –2.7 1.8 –4.4 
Source: RIMES. Returns are in USD.                 
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North America 

U.S. equities continued to rally, closing the quarter at all-time highs. Concerns over higher inflation 
expectations occasionally gave markets pause but were largely outweighed by investor optimism for the 
improving economic outlook and the prospect of more fiscal stimulus. As the vaccine rollout gained momentum, 
COVID-19 cases plunged and local governments responded by lifting more restrictions on commerce and social 
gatherings. Large caps and growth stocks outpaced, pushing the Standard & Poor’s 500 Composite Index to an 
8% return. 

Gross domestic product grew at an annualized 6.4% rate in the first quarter, boosted by stimulus measures 
and a broader reopening of the economy. Despite rising raw material costs and supply constraints, optimism for 
the manufacturing sector remained at elevated levels. The IHS Markit U.S. Manufacturing PMI held at a record 
high 62.1 in May and June.  

Consumer confidence soared to its highest level since the start of the pandemic, according to the 
Conference Board’s June release, reflecting a more upbeat view of the economy and job market. The 
unemployment rate was 5.9% and 850,000 workers were added to the labor force in June. It was the strongest 
job growth in 10 months, with much of the gains coming in the badly hurt leisure and hospitality industries. 

Growth stocks outpaced value companies for the first time in three quarters, led by large technology 
companies. Shares of Microsoft, Apple, Amazon, Facebook and Alphabet all had double-digit returns. NVIDIA 
shares soared 50% as a global chip shortage amid a large upgrade cycle caused surging demand for the 
company’s graphic processing units used in data centers and high-end gaming. Overall, the technology sector 
rose 12% and communication services gained 11%. 

The energy sector continued to rally, gaining 11% in the quarter and 46% year to date. West Texas 
Intermediate crude oil spiked 24% – touching its highest levels since 2018 – supported by a sharp rebound in 
driving activity and air travel as the economy reopened. Shares of Exxon Mobil advanced 15%. The real estate 
sector topped all others, rising 13%. 

Bonds rose in the second quarter amid a rocky economic reopening that included volatile jobs and inflation 
data. The yield on the benchmark 10-year U.S. Treasury settled on June 30 at 1.47%, down from 1.74% at the 
end of  March. That marked a reversal from the sharp increase in the first quarter, when investors largely 
anticipated a rapid economic recovery. The Bloomberg Barclays U.S. Aggregate Index returned 1.83% and the 
Bloomberg Barclays U.S. Corporate Investment Grade Index increased 3.55%. The Bloomberg Barclays U.S. 
Corporate High Yield Index gained 2.74%. 
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Europe 

European stocks advanced as vaccination rollouts accelerated across the continent and the eurozone economy 
picked up steam. Boosted by ongoing government stimulus efforts, European markets largely rose in line with 
global equities as the major economies of the world gradually loosened pandemic-related restrictions. Overall, the 
MSCI Europe Index rose 6.5% in local currency terms, lifting year-to-date gains to 14.5%. 

Manufacturing activity and retail sales rose sharply amid strong consumer demand and higher prices for 
everything from cars to computer chips. Unlike the U.S., eurozone inflation moved only moderately higher, 
climbing from 0.2% at the end of 2020 to 1% as of May 31, excluding food and energy prices. During the same 
period, the eurozone unemployment rate fell from 8.2% to 7.9% as hiring picked up across the 19-member bloc. 

Nearly all sectors registered positive gains, highlighted by an 11% return for health care stocks. Roche shares 
rallied af ter the Swiss pharmaceuticals giant reported soaring demand for COVID-19 diagnostics and predicted a 
rebound in other parts of its drug business in the second half of 2021. Demand for non-COVID treatments fell 
during the pandemic as many people avoided routine doctor and hospital visits. Elsewhere in the sector, shares of 
AstraZeneca, Novo Nordisk and Novartis enjoyed strong returns. 

Consumer staples stocks also moved higher, gaining more than 9%. Shares of Nestlé rose 14% after the 
world’s largest food company reported strong first-quarter sales growth driven by rising demand for coffee, dairy 
and pet food products. Information technology stocks gained about 9% as well, underscored by the strong 
performance of ASML shares. The Dutch semiconductor equipment company has benefited from a worldwide 
chip shortage that has other chipmakers scrambling to ramp up their manufacturing capabilities. Meanwhile, 
stocks in the utilities sector fell 1% in aggregate. 

In fixed income markets, eurozone government bonds rose modestly as European Central Bank officials 
vowed to keep policy rates in negative territory and maintain the pace of the bank’s massive bond-buying stimulus 
program. The yield on Germany’s benchmark 10-year note ended the quarter at –0.21%, up from –0.29% on 
March 31. In currencies, the euro rose 1% against the dollar on a quarterly basis, but remained down about 3% 
for the year to date. 
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Asia-Pacific  

Japanese stocks fell slightly in a quarter marked by a fourth wave of COVID-19 cases that led authorities to 
extend a state of emergency across much of the country. Utilities and communication services stocks were the 
biggest decliners, while consumer staples and real estate stocks rose modestly. The MSCI Japan Index lost 0.3% 
and the MSCI Pacific ex Japan Index gained 4.8%. The Japanese yen dipped 0.4% against the U.S. dollar. 

The Japanese economy contracted by an annualized 3.9% in the f irst quarter, as states of emergency in 
Tokyo and other prefectures and a slow rollout of COVID-19 vaccines weighed on consumer spending. Industrial 
production dropped 5.9% in May, hurt by semiconductor shortages, while retail sales declined 0.4% from April. 
However, a strong second quarter reading in the Tankan survey of Japanese manufacturers suggested improving 
sentiment that bodes well for the second half of 2021. The Summer Olympics, postponed last year due to the 
pandemic, are scheduled to begin July 23 with reduced capacity at venues and a ban on spectators from outside 
Japan.  

Core inflation (which excludes fresh food) ticked up for the first time in more than a year, rising 0.1% in May 
on the back of higher energy prices. At its June meeting, the Bank of Japan kept its key short-term interest rate at 
‒0.1% and the target yield for the 10-year Japanese government bond at around 0%. The central bank also 
extended its pandemic-relief programs by six months and unveiled a plan to support climate change initiatives 
through bank lending. The 10-year government bond yield fell 4 basis points to 0.05%. 

Hong Kong equities rose. A six-quarter streak of declines in gross domestic product ended with a 7.9% year-
over-year expansion in the first quarter. The IHS Markit Hong Kong Purchasing Managers Index (PMI) rose to 
52.5 in May f rom 50.3 in April, a fourth consecutive month of improvement as Hong Kong announced an easing of 
its stringent COVID-19 restrictions. 

Australia’s economy regained its pre-COVID size. A 0.8% expansion in the first quarter, driven in part by 
higher commodity prices, made Australia one of the few countries whose economy is larger than it was before the 
pandemic. However, the end of the second quarter brought renewed lockdowns amid an uptick in COVID-19 
cases and a sluggish vaccine rollout. Australia’s manufacturing PMI dipped to 58.6 in June from a record high 
60.4 in May. The Australian dollar declined 1.4% against the U.S. dollar, while the MSCI Australia Index added 
7%. The MSCI New Zealand Index fell 5.1% despite signs of economic recovery fueled by growth in construction 
and a booming housing market. 
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Emerging markets 

Emerging markets stocks rose, bolstered by strong demand for raw materials used to produce a wide range of 
goods. Most emerging markets currencies gained against the U.S. dollar. Meanwhile, inflation fears led to tighter 
monetary policy in some developing countries. Overall, the MSCI Emerging Markets Investable Market Index 
gained 6%, its fifth consecutive quarterly gain. 

Commodity-rich countries that produce industrial metals and crude oil rallied. Brazilian stocks powered the 
benchmark higher, bolstered by significant gains for the materials and energy sectors. Iron ore miner Vale rose 
33% and energy producer Petrobras rose more than 40%. Reports showed Brazil’s economy rebounded faster 
than expected in the first quarter, growing 1.2% sequentially. In Russia, shares of energy company Gazprom and 
f inancial services giant Sberbank notched double-digit gains. 

Chinese companies focused on domestic consumption posted strong returns. Shares of electric vehicle 
makers Nio and BYD soared on higher sales. Sports apparel brands Li Ning and Anta Sports Products also 
surged. Another significant gainer was WuXi Biologics, a manufacturing services provider for global 
pharmaceutical companies. Overall, the MSCI China IMI advanced. However, gains remain tempered as the 
government withdrew some stimulus measures and stepped up scrutiny of internet platform companies. Shares of 
China’s biggest technology companies mostly declined for the period. 

Indian equities rose for the fifth consecutive quarter, overcoming a second wave of COVID-19 infections in 
April and May that curtailed economic activity. The pace of vaccinations picked up in June, improving 
expectations for a stronger rebound later this year. Food delivery firm Zomato filed for an initial public offering, 
raising hopes that several Indian startups involved in fintech and internet services will go public over the next 12 
months. 

Meanwhile, rising inflation led several central banks to hike interest rates. These moves contrasted with 
monetary policy in the U.S. and Europe. In June, Brazil’s central bank hiked its benchmark rate to 4.25%, marking 
three rate increases for the year. Russia’s central bank raised its key rate to 5.5%, while Mexico’s benchmark rate 
increased to 4.25%. Currencies in all three countries gained against the U.S. dollar. The Brazilian real 
appreciated 13%; the Russian ruble and Mexican peso each rose 3%. 

Emerging markets bonds rose as investors sought higher yields. Government bonds in Turkey, South Africa 
and Brazil posted the best returns on a dollar basis. In terms of new issues, Qatar Petroleum raised $12.5 billion 
to fund its push to pump more natural gas. 

 

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 5.7   JPM EMBI Global Div 4.1 --- --- --- 
MSCI Brazil IMI 23.6   JPM GBI-EM Global Div --- 3.5 1.4 --- 
MSCI China IMI 2.4   Brazil 4.4 14.3 1.7 12.5 
MSCI India IMI 8.0   Indonesia 3.3 3.3 3.1 0.2 
MSCI Mexico IMI 9.5   Malaysia 3.2 1.0 1.2 –0.1 
MSCI Russia IMI 13.6   Mexico 4.2 3.4 0.7 2.8 
MSCI South Africa IMI 0.1   Poland 0.1 2.9 –0.7 3.7 
MSCI Korea IMI 6.2   South Africa 6.7 10.7 7.1 3.4 
MSCI Taiwan IMI 8.3   Turkey 7.0 2.0 7.0 –4.7 
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 is prohibited without written permission of S&P Dow Jones Indices LLC. 
American Funds Distributors, Inc., member FINRA. 
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