
 

 

 
 
Monthly Newsletter 
Savings and Investments 
Inflation data cooled down market optimism, but only for a moment 

 

                 June 2021 

Market overview 
 

As the inflation topic became more and more popular, investor optimism somewhat eased in May, leading to increased market 
volatility and negative stock returns in the first half of the month. However, after the initial shock equity indices recovered the 
losses and continued to rise. 

As expected, market participants received news of a sharp jump in US year-on-year inflation numbers. Although high inflation 
was expected given last year’s low price base, announced inflation data in the US exceeded many analysts' expectations. In 
April alone, the price level in the US rose by 0.8 percent (expected 0.2 percent), and the annual inflation rate jumped 4.2 
percent (expected at 3.6 percent) and was the highest since 2008. In addition to the already mentioned low price base effect, 
inflation was also strongly influenced by rising commodity prices, still recovering supply chains and, as a result, rising 
transportation costs. However, inflation is expected to get slightly lower in the coming months, leading to a calmer period in 
financial markets. If inflation growth slows in the summer, investors will again turn their attention to the global economic 
recovery story and improving global pandemic situation. The easing of constraints by governments in many countries is 
increasing consumer mobility and spending, and this will undoubtedly have a huge positive impact on both companies' financial 
performance and public finances. With the lifting of restriction measures, the hardest-hit sectors of the economies are also 
gradually returning to normal, leading to a sharper decline in unemployment rates. For example, In the US and Europe, 
unemployment has dropped to 5.8 and 8.0% respectively. Due to the rapidly recovering consumption and growing demand, 
PMI manufacturing index (representing moods and expectations in the manufacturing sector) rose for the fourth month in a 
row and is currently at the highest level since 2010. True, the rapidly recovering demand predicts a highly working (and 
profitable) phase for many U.S. and European business sectors, but developing countries are still struggling with the pandemic 
and are lagging far behind. This can also be seen from the changes in financial market indices - since the beginning of the year, 
both emerging market equities and bonds have lagged far behind developed country indices. On the other hand, the situation 
in developing countries is also improving due to the acceleration of vaccination. 

Pressure on the US Federal Reserve (FED) has also eased in recent weeks as long-term interest rates in the US have stabilized 
and even drifted lower. There was no other major news related to the major central banks in May, so their monetary policy will 
also remain a favorable factor for financial markets. Although the markets are slowly starting to speculate when the Fed will 
start talking about tapering the bond-buying program. It is estimated that the FED chairman Jerome Powel may mention this 
as early as in the third quarter. Still, monetary policy should not change significantly until there are clear signals of a recovering 
labor market. 

Stock market indexes’ performance (until 31st  May 2021) 

 
Regionas Indeksas Valiuta May 2021 2021 YTD 3   months 1Y 3Y 5Y 

Pasaulis MSCI World EUR -0,1% 11,5% 8,90% 32,06% 42,97% 77,10% 

Pasaulis MSCI Emerging Markets EUR 0,7% 7,3% 2,54% 36,31% 25,86% 74,38% 

JAV S&P 500 USD 0,5% 11,9% 10,31% 44,35% 55,40% 100,49% 

Europa MSCI EURO EUR 2,0% 13,8% 11,13% 39,00% 16,21% 33,73% 

Rytų Europa MSCI EM Eastern Europe USD 9,3% 13,9% 14,63% 36,89% 16,85% 51,01% 

Azija  MSCI EM Asia USD 1,1% 5,5% 0,29% 49,05% 29,35% 88,23% 

Lotynų Amerika MSCI EM Latin America USD 7,8% 4,4% 15,61% 53,24% -0,03% 25,59% 

 
Expectations 

Economic recovery. The reopening up of the world economy to unprecedented stimulus by governments and central banks will lead to a 
continued rapid economic recovery. As one of the world leaders in vaccination process, the U.S. economy this year and the next will grow 
at the fastest pace since the 1980s. Economic development in the rest of the world will lag slightly and is likely to gain momentum at the 
end of the year. 

Our GDP forecasts. With governments lifting more and more constraints it is expected that global economy will gather a strong pace in 
the second half of the year. The US economic growth forecast for this year is 6.5%. Next year, the world’s largest economy is expected to 
grow by about 4%. The euro area region's economy is expected to grow by around 3.8% this year and a little more (about 4.2%) next 
year. Baltic economies, which have shown impressive resilience last year, are expected to continue to outpace the euro area, with the 
Baltic economies expected to grow by around 4.1% this year and 4.4% next year. 

This year's risks. Perhaps the most important risk in the near future remains accelerating inflation. Although the recent rise in inflation is 
explained by last year's low-price base and the incomplete recovery of the global supply chain, there is still a possibility that significant 
increases in household savings and opening economies could lead to longer term higher inflation. This could change the highly market- and 
economy-friendly central banks’ policies. The COVID-19 virus pandemic situation is steadily improving which means lower risk for global 
economic health and financial markets. 



 

 

 
 
 
The above information is provided for informational purposes only. The information does not constitute investment advice or an offer to provide any product 
or service. Neither the material nor the products described herein are intended for distribution or sale in the United States of America or to persons resident 
in the United States of America, so-called US persons, and any such distribution may be unlawful. SEB shall not be responsible for any investment decisions 
made on the basis of the above information. The data underlying the information provided are based on sources considered reliable by SEB. SEB cannot be 
held liable for the completeness or accuracy of the information or any damage that may arise as a result of such information. 
Investments in equities, funds and other securities are associated with opportunities and risks. The market value of investments can either rise or fall. In some 
cases, losses can exceed the initial amount invested. In the case of investments made on foreign markets, your profit may be affected by fluctuations in 
exchange rates. The rates of return achieved by the described investment products and financial indices in earlier or future periods do not constitute a promise 
or a reference of the rate of return in future periods. 
Before making investment decisions, we would recommend thoroughly analyzing the financial, legal, regulative, accounting and taxation issues related to 
investing in the fund and assessing all of the risks associated with the investment and the relevance and suitability of the investment. If necessary, more 
detailed explanations should be sought from an SEB adviser, and in taxation issues from a specialist of the relevant area. General information about investing 
as well as securities is available at SEB’s website https://www.seb.lv. 
 


