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Market overview 
Although investors seem to be accustomed to the pandemic environment and the increased number of new COVID-19 infections in the 
world is less worrying than before, global equity markets turned down in September after series of negative risks. Coincidence of Chinese 
property market difficulties, the U.S. Senate’s stalled debate on the debt ceiling and the global energy crisis have forced investors to step 
back and reassess global growth prospects and risks in the coming months. Meanwhile, rising interest rates hurt both bond and 
investments' prices. 

Excellent second-quarter corporate results and good expectations for the future may have inspired markets to enter a new phase of bull 
market, but concerns about rising inflation and, for the reasons mentioned above, somewhat weakened global growth opportunities have 
outweighed positive factors. Prolonged growth in commodity prices (especially energy) could slow down the economy somewhat in the 
coming months. This risk is also reflected in the latest economic forecasts of the US Federal Reserve (FED), which has worsened its US 
economic growth forecast for this year from 7% to 5,9%. However, both the US and other major countries still have very good economic 
growth prospects compared to historical averages. Investors were also monitoring the slightly changing tone of central banks - the Fed, 
which initially called the first jumps in inflation only temporarily, must now gradually admit that high inflation will probably last for longer 
than previously expected. This year’s inflation forecast for the U.S. has been raised from 3,4% up to 4,2%. As a result, the attitude of the 
Fed's board members towards future interest rate policy is also gradually changing. Until a few months ago, many Fed members predicted 
the first interest rate hike in 2023, and now half of them believe that interest rates will be raised for the first time already in 2022. Such 
changes have undoubtedly affected the overall market interest rates and developments in bond markets. In September alone, ten-year 
U.S. bond yields rose about 0,2% up to 1,5%. As a result, the prices of many US dollar-denominated bonds have fallen. As usual, the 
strengthening U.S. dollar and rising U.S. interest rates have had a significant impact on emerging market bond prices, which have been 
declining quite sharply. Following the general rise in global interest rates, interest rates in European bond markets also rose, with German 
ten-year bond yields rising 0,2% up to -0,2 over a month. Long-term bond prices are particularly sensitive to changes in market interest 
rates, so the rise of 0,2% in yields led to a fall in ten-year German bonds prices of around 2% (similar to global equity indices). 

However, all these risks (problems in the Chinese property market, issues with the US debt ceiling and shortages of energy) could be 
solved by finding the right policy solutions, so the high growth rate of the world economy remains the main scenario. Business sentiment 
remains optimistic, and consumption data in many parts of the world also suggest high economic activity at the end of the year. However, 
in the last quarter of the year, investors will have to deal with increased volatility, which will (probably) be further exacerbated in 
November by the upcoming Fed decision to taper a bond-buying program, which could be seen as the first step in monetary policy 
tightening over the past few years. 

Stock market indexes’ performance (until 30st September 2021) 

 
Region Index Curr September 2021 YTD 3 month 1 year 3 years 5 years 

World MSCI World EUR -2,4% 19,3% 2,32% 30,34% 45,15% 84,59% 

World MSCI Emerging Markets EUR -2,2% 4,3% -5,95% 19,60% 28,31% 50,79% 

US S&P 500 USD -4,8% 14,7% 0,23% 28,09% 47,82% 98,66% 

Europe MSCI EURO EUR -3,2% 15,0% 0,21% 29,00% 18,58% 36,24% 

Central Europe MSCI EM Eastern Europe USD 3,5% 23,5% 6,43% 48,49% 22,37% 55,77% 

Asia  MSCI EM Asia USD -4,3% -5,5% -10,19% 12,09% 25,59% 50,66% 

Latin America MSCI EM Latin America USD -11,4% -9,1% -14,97% 21,89% -13,51% -6,40% 

 
Expectations 

Economic recovery and GDP projections. Global economic growth will remain relatively high in the coming years. After a very solid 
second quarter and good corporate earnings, we have slightly improved our forecast for global economic growth this year, predicting that 
global economic growth will reach 5,9% this year, 4,4% next year, and will slow to 3,4% in 2023. However, the energy crisis and rising 
inflation are likely to slow growth somewhat by the end of this year. The economies of the Baltic States will lag behind the growth rate of 
the world economy this year due to a much worse pandemic situation and tougher economic restraint measures. 

 
This year's risks. The biggest risk to the financial markets and economic growth in the coming months will remain the risk of uncontrolled 
inflation, which was recently exacerbated by energy shortages. Although the pandemic situation is deteriorating (in terms of the number 
of new cases), with a large number of countries achieving sufficient vaccination rates, the threat is no longer as great as it used to be, and 
governments will be more balanced in managing the pandemic. The US Federal Reserve (FED) is likely to announce the start of tapering 
of a bond-buying program in November, which could also put tensions in financial markets, at least for a short time. 
 
 
 
 
 
 
 
 



 

 

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 
 


