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Sunny stock markets – storm clouds in sight

How different asset classes have performed

The chart shows returns for the past 5 years on the broad MSCI AC World 
equity index, Sweden’s OMX equity index and OMRX bond index and the 
Pan-European High Yield Index currency-hedged to SEK.

Source: Bloomberg/Macrobond

Fantastic earnings growth expected during 2021-2022

So far this year, stock markets have continued to climb at 
an impressive pace, with upgrades in earnings and growth 
forecasts as the main reason behind the continued upturns. To 
achieve the right stock market allocation, it has been impor-
tant to follow developments related to inflation and bond 
yields, since stock market rotation has occurred in harmony 
with the movements of 10-year US Treasury yields. When 
they have climbed, money has flowed into cyclical sectors. 
When they have fallen, the flow has shifted towards growth 
companies. 

The global earnings growth forecast for 2021 is 35 per cent, 
with expectations of another 11 per cent increase next year. 
Looking back, 2020 ended up with an earnings decline of 
18 per cent. If we combine these three years and calculate 
an average for the period, we end up with a yearly earnings 
increase of around 7 per cent, which is quite close to a histor-
ical average.

Continued positive return expectations 

Although the potential for losses is constantly present, while 
the potential for continued increases is more limited than 
it has been over the past year, we expect positive returns 
during the next 12 months. The driving force is sharply rising 
earnings in an environment where we expect valuation multi-
ples to be intact. We expect that, as usual, we will experience 
temporary risk spikes or profit-taking. Return expectations 
for equities are largely in harmony with expected earnings 
growth in 2022.

We believe that current trends of a cyclical nature will persist 
in the near future, but that a more defensive focus on sectoral 
and company selection will be advisable as growth rates 
subside during the second half of 2021. Strong underlying 
trends, driven by massive political initiatives, also continue to 
suggest companies with a focus on sustainability.

Focus on health care and online gaming                                                                                                                                          

As usual, Investment Outlook includes theme articles on cur-
rent topics. The first of these is an in-depth look at the health 
care sector, which has been in the public spotlight throughout 
the pandemic but has been overshadowed in stock markets 
by an investor focus on growth stocks vs cyclical stocks. Our 
second in-depth theme article deals with the gaming sector, 
which is a large and fast-growing industry in which a number 
of Nordic companies have been successful.

Read more on seb.se/investmentoutlookreport

Economic performance and earnings generation in the corporate sector have surpassed market 

forecasts during every quarter since the COVID-19 pandemic broke out just over a year ago. This 

has been in line with our hopes and forecasts, because since late spring 2020 we have chosen to 

overweight risk assets such as equities and corporate bonds in our portfolios. Among the positive 

factors we see are forecasts of a high global growth rate and earnings increases, monetary and 

fiscal stimulus measures and relative valuations. On the negative side are high absolute valuation 

levels, often already aggressive positioning among investors and high total debt.
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This material comes from Skandinaviska Enskilda Banken AB (publ) (SEB) and contains general market information. SEB is 
under the supervision of Finansinspektionen (the Swedish Financial Supervisory Authority). Although this content is based on 
sources that SEB has judged to be reliable, SEB is not liable for errors or deficiencies in the information or for losses or costs 
that may arise as a result of it.

Historical returns are no guarantee of future returns. The value of financial instruments can both rise and fall and it is therefore 
not certain that you will get back all invested capital. If you or a fund invests in financial instruments denominated in foreign 
currencies, changes in exchange rates may impact returns. For funds with unit classes where there is an objective to hedge 
the return against fluctuations in the value of the fund’s base currency, there is no guarantee that currency hedging will be 
achieved. You are fully responsible for your investment decisions and you should therefore always read the detailed informa-
tion before making a decision on an investment.

Neither this material nor any investment-related instruments mentioned are intended for distribution or sale in the United 
States of America or to any person resident in the United States, a so-called US person, and any such distribution may be pro-
hibited. These financial instruments may also be limited in other jurisdictions. More information such as Key Investor Informa-
tion Documents for funds, information and marketing brochures for funds and structured products are available at www.seb.
se. If necessary, you can also obtain advice on investments tailored to your individual situation from your SEB advisor.

Information about taxation. As a customer of our International Private Banking offices in Luxembourg and/or Singapore you 
are obliged to keep yourself informed of the tax rules applicable in the countries of your citizenship, residence or domicile with 
respect to bank accounts and financial transactions and request appropriate tax advice from relevant professionals before 
initiating financial transactions. You must yourself provide concerned authorities with information as and when required. 
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For more details, please read the full report, which you can find it at  
seb.se/investmentoutlookreport

There we also provide you with extra reading in the form of two interesting  
theme articles: 
•	 The health care sector – Trends will ensure healthy growth
•	 Gaming – The Nordic gaming prodigies 

Global equities
•	 Expectations have been surpassed, despite a  

steadily improving profit outlook 
•	 Valuations, high commodity prices, component 

shortages and rising long-term bond yields are 
sources of concern

•	 US and Chinese equities have outperformed  
European ones

Return expectations, %, next 12 months (SEK)

Equities Return Risk*

Advanced economies 8.8 16.2

Emerging markets  
(local currencies)

8.8 15.7

Sweden 9.0 18.7

Fixed income investments Return Risk*

Government bonds -0.6 1.5 

Corporate bonds, investment 
grade (Europe/US 50/50, IG)

0.4 7.2

Corporate bonds, high yield  
(Europe/US 50/50, HY)

1.5 11.0

Emerging market debt  
(local currencies, EMD)

5.4 8.9

Alternative investments Return Risk*

Hedge funds 3.5 6.0
*24-month historical volatility

Source: SEB, forecasts May 2021

Fixed income investments
•	 After a sharp upturn in yields, the market is  

catching its breath
•	 A focus on central bank actions and inflation
•	 A strong, stable corporate bond market
•	 High absolute yields on emerging market debt

Nordic equities
•	 The Swedish stock market upturn stands out
•	 Earnings in excess of forecasts and high risk  

appetites are driving markets
•	 Potential losses are growing larger as  

valuations climb
•	 Growth stocks or cyclical value stocks?
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