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Market overview

Global equity markets, which had risen at the beginning of the year, paused at the end of February. While economic data remains good 
and global growth is expected to pick up as constraints are being eased, investor anxiety has risen in recent weeks as rising bond yields 
and inflation expectations increased fears that central banks will be forced to tighten monetary policy and start raising interest rates. 
Rising yields not only led to lower bond prices but also harmed equity markets, especially growth stocks whose share prices are sensitive 
to changes in interest rates. And while there are many reasons for inflation to pick up (economy reopening, rising demand, higher com-
modity prices, huge economic stimulus programs), a possible rise in inflation in the coming months is likely to be short-lived due to a low 
base effect which should vanish at the end of the year. Also, the COVID-19 pandemic has had more serious long-term economic conse-
quences (higher unemployment, higher number of bankruptcies, greater uncertainty about the future), which should not allow inflation 
to gather pace.

Due to the increased interest rates, announcements from the world’s major central banks will attract a lot of attention in March. They are 
likely to try to calm financial markets by reiterating that there are no plans to change the direction of monetary policy in the coming years 
and keep interest rates close to zero or even negative. Previously, it was forecasted that US interest rates will remain unchanged until 
2023, so the March announcement by the US Federal Reserve (FED) will be crucial - financial market participants will catch every word 
of FED Chairman J.Powell’s report in an attempt to hear whether the recent jump in yields will have any effect on FED policies.

In addition to central bank policies, global economic developments and moods in the financial markets will remain heavily dependant on 
the global pandemic situation. The vaccination process is gaining momentum, with about 15 percent of the population vaccinated in the 
United States and 30% in the UK. The European Union is lagging far behind in this race, with just over 5% of the population vaccinated in 
the region so far. It is estimated that by maintaining a similar vaccination pace the UK would reach a critical level of 70% in May, the US 
in September, and the European Union only in 2023. However, vaccine manufacturers are expected to be able to overcome some supply 
chain disruptions shortly, and the process in Europe should then accelerate pathing more optimistic future in the region.

Stock market indexes’ performance (until 26 February 2021)

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

World MSCI World EUR 2,7% 2,4% 4,31% 17,05% 36,57% 73,15%

World MSCI Emerging Markets EUR 0,9% 4,7% 9,87% 23,12% 20,87% 81,93%

US S&P 500 USD 2,6% 1,5% 5,23% 29,01% 40,43% 97,24%

Europe MSCI EURO EUR 4,1% 2,4% 4,04% 9,44% 3,90% 25,65%

Eastern Europe MSCI EM Eastern Europe USD 1,5% -0,7% 8,84% 1,83% -9,81% 47,53%

Asia MSCI EM Asia USD 0,9% 5,2% 12,38% 42,90% 25,16% 103,34%

Latin America MSCI EM Latin America USD -3,1% -9,7% 0,78% -8,20% -27,82% 22,73%
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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. After approving 900 billion USD economic support program in the USA it was expected 
that the biggest global economy will expand by about 4%. However, after passing the 1.9 trillion USD program it is possible 
that the year-on-year growth in Q2 and Q3 could reach a double-digit growth. Still, global economic developments will 
remain dependent on the pandemic situation which is hardly predictable.

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 the pandemic is a big unknown – after witnessing stabilizing 
infection numbers a month ago today we see that the situation is worsening again. Another important risk is rising infla-
tion expectations. While some increase in inflation is a positive factor for economic activity, an uncontrolled 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.


