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Summary: A positive end to an eventful year for equities 

After falling at the beginning of December, global stock markets recovered and closed the 

month with gains (4.0% in USD terms). Global IG bonds meanwhile lost 0.1% (in USD, 

unhedged). Key events included: 

• Investors viewing the spread of Omicron as manageable despite restrictions; 

• US stocks ending 2021 close to record highs and the FED signalling an end to its 

pandemic-era bond-purchasing programme by March 2022; as well as 

• Robust economic data and further multi-decade highs in G7 inflation rates. 

The second year of the Pandemic was characterized by gains for risky asset classes despite 

the familiar "wall of worry" from a challenging news backdrop. The MSCI World Index rose 

circa 19% and the S&P 500 some 29% against a backdrop of an historic Covid-19 vaccination 

campaign and a global economic recovery, but also rising inflation, global supply chain 

shortages and talk of central bank tapering asset purchase programmes and rising interest 

rates. The latter resulted in 10-year US Treasuries ending the year down 3.1% and 10-year 

German Bunds down 2.8% (in local currencies). During the year but with little global market 

impact, we saw a surge in retail trading – think GameStop - the rise and fall of special purpose 

acquisition companies (SPACS) and an increasingly crowded conversation around crypto 

currencies with the launch of the first US futures ETF on bitcoin. China meanwhile cracked 

down on its onshore education and tech sectors and saw the default of property developer 

Evergrande wipe out $1tn of market capitalization. Turning to central banks, the Bank of 

England became the first G7 central bank to raise interest rates since March 2020. With 

rising inflation rates and strong economic recovery in 2021, more central banks are expected 

to follow this year. Finally, in commodity markets oil prices rebounded strongly from 2020 

lows; a surge in natural gas prices further increased inflationary pressures across G7 

economies, but gold ended down some -3.6% over the year.  
 

US: Fed to tighten monetary policy; upturn in business activity  

The Federal Reserve announced its plans to end its pandemic-era bond purchases in March, 

seemingly paving the way for higher interest rates in 2022, as policymakers voiced concerns 

over persistently high inflation against the backdrop of a steady recovery in the labour 

market. The IHS Market US Services PMI declined to 57.5, suggesting the upturn in business 

activity remained sharp as demand strengthened.   
 

Europe: ECB emergency bond purchases; German business sentiment 

The European Central Bank announced it will reduce the pace of its asset purchases in Q1 

2022 and will wind down the €1.85tn PEPP scheme in March 2022, citing progress on 

economic recovery and reaching its medium-term inflation target. The Ifo Business Climate 

indicator for Germany fell for the sixth month to 94.7 points (Dec.21), the lowest since 

February and below market expectations of 95.3 as business morale in Europe's largest 

economy continued to deteriorate. 
 

ROW: China's inflation accelerates; Japan's consumer prices rise  

China's consumer price inflation accelerated to 2.3% in November 2021, up from 1.5% a 

month earlier. It was the highest rate since August 2020, due to seasonal rising demand, 

supply constraints, and sporadic COVID-19 outbreaks causing local lockdowns. Meanwhile, 

Japan's consumer prices rose 0.6% YoY (Nov.21). In both cases inflation rates remained well 

below Western levels, allowing China to trim its policy rates in response to slowing local 

growth even as Western rates prepare to rise.  

Performance figures (as of 31/12/2021 in local currency) 

Fixed Income Yield 1W % YTD % 

US 10 Yr  1.51% -0.3% -3.1% 

UK 10 Yr  0.97% -1.1% -4.9% 

Swiss 10 Yr  -0.14% -0.9% -2.8% 

German 10 Yr  -0.18% -1.5% -2.8% 

Global IG (hdg $) 1.86% -0.1% -0.8% 

Global HY (hdg $) 4.85% 1.6% 2.5% 
    

Equity Index Level 1M % YTD % 

MSCI World ($) 389 4.0% 18.5% 

S&P 500 4,766 4.5% 28.7% 

MSCI UK 12,897 4.8% 19.6% 

SMI 12,876 5.9% 23.7% 

Eurostoxx 50 4,298 5.8% 24.1% 

DAX 15,885 5.2% 15.8% 

CAC 7,153 6.5% 31.9% 

Hang Seng 23,398 -0.3% -11.8% 

MSCI EM ($) 608 1.9% -2.5% 
    

Currencies (trade-weighted, nominal) 

US Dollar  -0.9% 6.4% 

Euro  -0.4% -3.6% 

Yen  -2.5% -11.4% 

Pound Sterling  1.2% 5.9% 

Swiss Franc  0.2% -1.1% 

Chinese Yuan  -0.1% 5.1% 
    

Commodities Level 1M % YTD % 

Gold ($/oz) 1,829 3.1% -3.6% 

Brent ($/bl) 77.78 10.2% 50.2% 

Copper ($/t) 9,741 2.4% 25.7% 

Source: Bloomberg, Rothschild & Co 
 

Asset class performances in 2021 (in local currency) 

 
Source: Bloomberg, Rothschild & Co; 31/12/2020 – 31/12/2021 
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Wealth Insights  

To find out more about our latest insights, please visit our Wealth Insights page. 

 
 

 

 

 

 

Important information 

This content is produced by Rothschild & Co Wealth Management UK Limited, Rothschild & Co Bank AG and Rothschild & Co Vermögensverwaltung GmbH for information and marketing purposes only. This 

content does not constitute a personal recommendation or an offer or invitation to buy or sell securities or any other banking or investment product.   

Nothing in this content constitutes legal, accounting or tax advice. The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your original 

investment. Past performance should not be taken as a guide to future performance. Investing for return involves the acceptance of risk: performance aspirations are not and cannot be guaranteed. Should you 

change your outlook concerning your investment objectives and/or your risk and return tolerance(s), please contact your client adviser. Where an investment involves exposure to a foreign currency, changes 

in rates of exchange may cause the value of the investment, and the income from it, to go up or down.  

Income may be produced at the expense of capital returns. Portfolio returns will be considered on a “total return” basis meaning returns are derived from both capital appreciation or depreciation as reflected in 

the prices of your portfolio's investments and from income received from them by way of dividends and coupons.  

Holdings in example or real discretionary portfolios shown herein are detailed for illustrative purposes only and are subject to change without notice. As with the rest of this content, they must not be considered 

as a solicitation or recommendation for separate investment.  

Although the information and data herein are obtained from sources believed to be reliable, no representation or warranty, expressed or implied, is or will be made and, save in the case of fraud, no 

responsibility or liability is or will be accepted by Rothschild & Co Bank AG as to or in relation to the fairness, accuracy or completeness of this content or the information forming the basis of this content or for 

any reliance placed in this content by any person whatsoever. In particular, no representation or warranty is given as to the achievement or reasonableness of any future projections, targets, estimates or 

forecasts contained in this content. Furthermore, all opinions and data used in this content are subject to change without prior notice.  

This content is distributed in Switzerland by Rothschild & Co Bank AG and in the UK by Rothschild & Co Wealth Management UK Limited. Law or other regulation may restrict the distribution of this content in 

certain jurisdictions. Accordingly, recipients of this content should inform themselves about and observe all applicable legal and regulatory requirements. For the avoidance of doubt, neither this content nor any 

copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person. References in this content to Rothschild & Co are to any of the various companies in the 

Rothschild & Co Continuation Holdings AG operating/trading under the name “Rothschild & Co” and not necessarily to any specific Rothschild & Co company. None of the Rothschild & Co companies outside 

the UK are authorised under the UK Financial Services and Markets Act 2000 and accordingly, in the event that services are provided by any of these companies, the protections provided by the UK regulatory 

system for private customers will not apply, nor will compensation be available under the UK Financial Services Compensation Scheme. If you have any questions on this content, your portfolio or any 

elements of our services, please contact your client adviser.  

The Rothschild & Co group includes the following wealth management businesses (amongst others): Rothschild & Co Wealth Management UK Limited. Registered in England No 04416252. Registered office: 

New Court, St Swithin's Lane, London, EC4N 8AL. Authorised and regulated by the Financial Conduct Authority. Rothschild & Co Bank International Limited. Registered office: St Julian's Court, St Julian's 

Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by the Guernsey Financial Services Commission for the provision of Banking and Investment Services. Rothschild & Co Bank AG. 

Registered office: Zollikerstrasse 181, 8034 Zurich, Switzerland. Authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA).  

 

https://www.rothschildandco.com/en/wealth-management/switzerland/insights/latest/

