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Market overview

Despite the global vaccination process and the severe austerity measures taken by many countries around the world, new 
virus mutations and high rates of infection and death have so far prevented countries from reopening economies. However, 
vaccination is gaining momentum and, although the supply of vaccines has been struggling, in a relatively short period more 
than 100 million people have been vaccinated already. Therefore, looking at the developments in the financial markets, it was 
obvious that despite prevailing risks investors remain confident and positive about the near-term future. As a result, prices of 
many risky assets continued to rise during January, extending an impressive three-month period. At the same time, the safest 
government bond prices fell as yields remained unattractive and the need for safety dropped. The VIX index, the so-called 
investors’ fear indicator, has fallen to its lowest level since mid-February last year when the COVID-19 virus began to spread 
in Europe. Such investor sentiment continues to be fueled by favorable policies by central banks and governments and, most 
importantly, by their clear communication that the situation will force them to stick to such a policy for quite some time.  
Governments and central banks have spent more than $ 21 trillion (24% of global GDP in 2019) on various stimulus measures 
in 2020, so they will certainly be determined to do everything they can to ensure that this money does not go to waste.

As quarantine lasted longer than many expected, more pronounced signs of economic recovery are likely to have to wait at 
least a few more months. However, if economic data deteriorates in the first quarter, this should only be a temporary pause 
and not the start of a new crisis. The global economy is expected to see a strong recovery in the second half of the year once 
the restraints are lifted. In the nearest future, we should also see the first steps taken by the new US President, J. Biden, 
who is about to launch a trillion-dollar economic recovery package. This should be a strong impetus for the world’s largest 
economy. Besides, in many countries, personal savings have increased significantly during the pandemic 2020, and a sharp 
recovery in consumption can be expected once restrictions are lifted. Despite the prevailing risks of the virus, markets are 
expected to remain positive in the coming months, which will be a favorable environment for risky investments, in particular 
equities.

Stock market indexes’ performance (until 31 January 2021)

Region Index Currency 2021 January 2021 YTD 3 month 1 year 3 years 5 years

World MSCI World EUR -0,3% -0,3% 11,6% 5,3% 30,3% 66,7%

World MSCI Emerging Markets EUR 3,8% 3,8% 15,9% 16,7% 16,8% 79,3%

US S&P 500 USD -1,1% -1,1% 13,6% 15,2% 31,5% 91,4%

Europe MSCI EURO EUR -1,6% -1,6% 17,5% -3,6% -4,2% 16,8%

Eastern Europe MSCI EM Eastern Europe USD -2,1% -2,1% 31,3% -13,9% -13,4% 47,9%

Asia MSCI EM Asia USD 4,2% 4,2% 19,7% 37,5% 17,3% 98,7%

Latin America MSCI EM Latin America USD -6,8% -6,8% 26,5% -17,0% -28,5% 31,0%
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Expectations

The economic recovery will take some time due to another wave of COVID-19, which accelerated in the winter, but the 
short-term economic downturn in the first quarter will be much smaller than at the beginning of last year. As more and 
more people gain immunity, economic growth should accelerate by the middle of the year. Favorable geopolitical back-
ground, large-scale stimulus programs by central banks and governments, record low interest rates should lead to a rela-
tively rapid improvement in corporate financial performance and declining unemployment.

Our GDP forecasts. The global economy contracted by 3.7 percent in 2020 but is expected to grow by about 5 percent 
this year. and recover to 2019 levels. The decline of the Lithuanian economy in 2020 was one of the smallest in the euro 
area and in the world as a whole, reaching 1.3 per cent. We expect that the growth of the Lithuanian economy this year will 
be about 2 percent.

This year’s risks. The COVID-19 pandemic will continue to pose the greatest risk to both the global economy and financial 
markets. Although the vaccination process is accelerating and there is a noticeable decrease in the number of new infec-
tions, the course of the pandemic is still difficult to predict and it may deliver some negative surprises. Another important 
risk is rising inflation expectations. While some increase in inflation is a positive factor for economic activity, an uncon-
trolled rise in inflation could force central banks to intervene by tightening monetary policy, which could slow the economic 
recovery.

The above information is provided for informational purposes only. The above information is not to be regarded as investment recommendation, invest-
ment advice or offer for provision of products or services. This material is not meant for distribution nor are the products described therein meant for 
sale to investors who are located in certain jurisdictions or reside in certain states (for example the United States of America, Canada, Japan, Australia, 
Switzerland), where distribution of this material or sale of products is not permitted, or could be considered not permitted, by law. AS SEB Pank shall 
not be responsible for any investment decisions made on the basis of the above information. The data which underlies the above information are based 
on sources considered reliable by AS SEB Pank. AS SEB Pank shall not be liable for the completeness or accuracy of the information or for any damage 
that may arise as a result of use of insufficient 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 case of investments made on foreign markets, fluctuations in exchange rates may affect your profit. Rates of return of earlier or future periods of 
the described investment products or financial indices do not constitute a promise or a reference to future rates of return.

Before making any investment decisions, we recommend you to thoroughly analyse financial, legal, regulative, accounting and taxation issues related 
to the planned investment as well as assess risks, which relate to the investment, and the relevance and suitability of the investment. We advise you to 
seek, if necessary, more detailed explanations from an SEB adviser and in case of taxation issues from the relevant specialist. General information on 
investing as well as securities is available on the following website of AS SEB Pank seb.ee/eng/investor-protection.
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