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MARKET COMMENTARY

Global equity markets experienced their worst start to the year since 2016. Markets reacted negatively to rising inflationary pressures and the stated commitment by global 
central banks to combat inflation with higher interest rates. Elevated geopolitical risks also had a negative effect on market sentiment as tensions heightened at the Ukrainian 
border with Russia. These tensions also raised concerns about European natural gas supplies, adding further pressure to inflation fears. Given this backdrop, global bonds 
continued their trend of negative monthly performance. 

In the US, the year-over-year CPI inflation rate for December rose to 7% - the highest level since 1982. This marked the third straight month in which inflation was above 6%. The 
main contributors over the month were shelter and used vehicle prices. Following the US Federal Reserve (Fed) meeting in January, Fed Chairman Jerome Powell’s statement and 
Q&A sounded more hawkish than the market had initially anticipated. He suggested that the Fed could start raising interest rates in March and would be willing to raise them at a 
faster pace than the previous tightening cycle.

In Europe, numerous countries began easing lockdown measures as concerns over the Omicron variant started to fade. Eurozone annual inflation increased to 5% in December, up 
from 4.9% in the previous month. Soaring food and energy prices were key contributors to inflation. Germany witnessed its 10-year yield rise above 0% for the first time since May 
2019. In the UK, GDP data released in January revealed that UK output grew by 0.9% in November. This was ahead of consensus expectations and saw the economy recover to 
its pre-pandemic peak. 

In a move to proactively support economic growth, China’s central bank cut interest rates in January. These lending rate cuts are largely interpreted as an attempt to offset the 
negative impact of China’s zero-Covid policy and the struggling property sector. In Japan, the local economy remains largely unaffected by the spike in global inflation rates.
Despite maintaining a relatively low number of infections throughout the pandemic, Japan experienced a sharp rise in case numbers in January due to the Omicron variant. The 
country’s borders remain closed to foreigners, which is also delaying the domestic economy’s recovery.

Most of the major global equity indices ended the month in negative territory. The S&P 500 (-5.2%) had its worst monthly performance since the start of the pandemic, and the 
technology-heavy NASDAQ 100 (-8.5%) suffered even heavier losses due to its higher sensitivity to sentiment around US interest rates. Germany’s FSE DAX (-4.0%) ended the 
month lower while the UK’s FTSE 100 (+0.2%) was largely flat. Japan’s Nikkei 225 (-6.3%) also had negative performance over January. The MSCI Emerging Markets 
Index (-1.9%) ended the month lower but performed better than the MSCI World Index (-5.3%).

In terms of the major commodities, Brent Crude Oil (+17.3%) continued its march higher as the combination of geopolitical tensions and rising demand for oil drove the price 
higher. Platinum (+6.6%) also had a strong month, while Gold (-0.6%) and Copper (-0.8%) were largely flat. 

The US dollar strengthened against the euro (+1.5%) and the pound sterling (+1.0%) but was largely flat against the Japanese yen (+0.1%).

*All data is sourced from Morningstar Direct as at 31/01/2022. The performance of global asset classes is quoted in US dollars.
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