
 

 1 

Global Market 
Review 
Macro Summary 

Supply chain bottlenecks, rising shipping costs, 

energy shortages, and fears that inflationary 

pressures may persist weighed heavily on global 

equity and bond markets in September. After seven 

successive monthly gains, the U.S. equity market 

suffered its largest monthly drop since its pandemic 

plunge in March 2020. Most other advanced and 

emerging equity markets also fell sharply, with Latin 

American bourses particularly hard hit. Continued 

high inflation and suggestions that major central 

banks may shift to a tighter policy stance sooner 

than anticipated sent global bond markets lower. 

The U.S. bond market was little fazed, however, by 

yet another enactment of debt ceiling follies. Broad 

commodity indices rose in September driven by a 

jump in oil and natural gas prices. The U.S. dollar, 

also unperturbed by the risk of default, rose against 

most major currencies, reaching a 12-month high. 

Performance of Major Market Indices 
Sources: S&P, MSCI, FTSE Russell, Barclays, Citigroup, Bank of 
America Merrill Lynch, J.P. Morgan, HFR, Bloomberg. 

 
Markets felled by inflation fears. Commodities soar.  

U.S. Equities Take Inflation Concerns Seriously  

U.S. equities fell in September for the first time since January, 

experiencing the largest loss since the onset of the pandemic 

in March 2020. The S&P 500 fell 4.7%, lowering its gain so far 

this year to 15.9%. Investors had initially shrugged off the 

threat of inflation and the prospect of tighter monetary policy in 

the US and globally until September when tapering and rate 

hikes started to become a near term prospect as central banks 

were seen to be struggling with persistent inflationary pressure. 

The prospect of higher yields had a particularly strong impact 

on the tech heavy NASDAQ which dropped 5.9%. 

Exhibit 1. Energy Sector Rises; Others Fall 

Source: MSCI. Percentage Returns. 

 

Within the U.S. equity market, sector dispersion was 

pronounced in September. Energy stocks posted gains of 

nearly 9% bringing year to date gains to 45.1% while other 

sectors gave back some of the strong gains from earlier in the 

year. Stocks in materials, telecommunications, utilities, 

industrials, technology, and healthcare all dropped over 5% 

during the month (Exhibit 1). Growth (-5.5%) fell by more than 

value (-3.4%), largely reflecting the impact of fears of rising 

rates on the tech sector. Large cap stocks fell 4.6% in 

September versus the 3.0% decline of their small cap 

counterparts. 

Advanced and Emerging Equities Fall  

The MSCI World ex-U.S. index of non-U.S. equity markets fell 

2.9% in September, reducing its gain so far in 2021 to 9.2%. 

Among advanced economy bourses, European markets were 

hard hit by a combination of a large spike in energy prices, 
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broader inflationary pressure, and signs of slowing growth. In 

the U.K., pandemic-related supply chain bottlenecks and labor 

shortages were compounded by the disruption of Brexit to 

longstanding trade and employment links, sparking altercations 

in petrol stations as drivers jockeyed for dwindling supplies. 

Japanese markets bucked the trend, gaining 2.1%, on 

unexpectedly strong growth and indications of further stimulus. 

Emerging equity markets fell by about 4% in September and 

are down 1.2% so far in 2021. Asian markets declined 4.3%, 

weighed down by China’s loss of 5.1%. Regulatory tightening, 

concerns over the solvency of Evergrande and other property 

developers, and slowing economic growth undermined 

Chinese sentiment. Among emerging equity markets, Latin 

America suffered the largest declines as high debt levels, 

sharply increasing energy and food prices, slowing growth, and 

central bank tightening weighed on sentiment (Exhibit 2).  

Exhibit 2. Latin American Bourses Lead EM Decline 

Source: Bloomberg. Index, January 1, 2021 = 100. 

 

Yields Rise and Curve Steepens   

U.S. Treasury securities with maturities of 10+ years lost 3.0% 

in September as the yield curve steepened (Exhibit 3). So far 

this year, they are down 7.7%. The prospect of entrenched 

inflationary pressure and of Fed tapering its asset purchases 

earlier than anticipated drove yields higher. The real yield on 

U.S. TIPS also rose across the curve and was the main 

contributor to the rise in nominal Treasury yields. The prospect 

of a default if Congress fails to raise the debt ceiling had little 

market impact, however, although the yield on T-bills maturing 

in October when the Treasury is projected to run out of cash 

rose slightly and money market funds took steps to increase 

liquidity in anticipation of withdrawals. In the credit markets, 

U.S. investment grade bonds fell, led by bonds at the long end 

of the maturity spectrum. High yield bonds were little changed. 

The WGBI ex-U.S. index of advanced sovereign bonds lost 

2.9% to bring its loss so far this year to 7.9%. Sharply rising 

energy prices fueled concerns about more generalized 

inflationary pressure across advanced economies. Emerging 

sovereign bonds joined in the decline, falling by about 2%.  

 

Exhibit 3. U.S. Yield Curve Steepens 

Source: US Treasury. Change in Yield Since September 1, 2021 

 

Hedge Funds Fall in September 

Hedge funds lost 0.3% in September and are now up 3.0% for 

the year. Global macro strategies struggled during the month, 

losing 1.2%. Merger arbitrage and equity market neutral were 

the only strategies that managed to generate small gains. 

Commodity Prices Fuel Inflation Fears 

Global commodity prices continued to increase in September. 

Oil prices are well above pre-pandemic levels and industrial 

metals prices have soared (Exhibit 4). Rising food and energy 

prices have proven particularly troublesome to emerging 

economies, prompting central bank tightening despite slowing 

growth. 

Exhibit 4. Commodity Prices Continue to Rise 

Source: Bloomberg. Index, January 1, 2020 = 100. 

 

Performance of Major Market Indices through 09-30-2021 

Sources: MSCI, FTSE, Barclays, Citigroup, Bank of America Merrill 

Lynch, J.P. Morgan, S&P GSCI, HFR, Bloomberg.   
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S&P500 -4.7% 0.6% 15.9% 30.0% 16.0% 16.9%

Russell 2000 -2.9% -4.4% 12.4% 47.7% 10.5% 13.5%

MSCI World Ex-US (USD) -2.9% -0.7% 9.2% 26.5% 7.9% 8.9%

MSCI Emerging Mkts (USD) -4.0% -8.1% -1.2% 18.2% 8.6% 9.2%

Citigroup US Treasuries -1.1% 0.0% -2.6% -3.4% 4.8% 2.2%

Citigroup Credit -1.0% 0.1% -1.1% 1.8% 7.4% 4.5%

Merrill High Yield 0.1% 1.0% 4.7% 11.5% 6.6% 6.4%

JPM EMBI Global (USD) -2.0% -0.5% -1.5% 3.9% 5.6% 3.6%

Citigroup WGBI Ex-US (LC) -1.3% -0.1% -2.6% -2.0% 2.6% 1.1%

Citigroup Credit AAA/AA 10+ -1.9% 0.1% -3.7% -1.0% 10.6% 5.9%

Barclays US Aggregate -0.9% 0.1% -1.6% -0.9% 5.4% 2.9%

GSCI Total Return 6.0% 5.2% 38.3% 58.3% -1.5% 3.6%

HFRX Eq. Wtd. Strategies -0.3% -0.4% 3.0% 7.6% 3.3% 2.9%


