
More muted forecasts

Volatile stock market performance in late 2021 has 
turned into weakness during 2022

The chart shows the performance since January 2021 of Swedish 
equities (SBX), the MSCI World Index and the MSCI Emerging Markets 
Index in terms of Swedish kronor. It also shows the performance of 
Sweden’s OMRX bond index and a global high-yield (HY) bond index, 
currency-hedged to Swedish kronor.

Source: Bloomberg

The problematic start to this year has created large-scale risk 
aversion, clearly moderating and in some cases dramatically 
reducing the prices of financial assets. As a result, general 
risk-taking among investors is now well below what it was at 
year-end 2021. Investors have at least partly adapted to the 
deteriorating conditions now prevailing. 

Whether or not this is enough will largely be dependent on 
whether or not the prevailing negative forces culminate soon. 
Signals that inflation has peaked would be very welcome. 
This would reduce pressure on the fixed income market and 
central banks. A de-escalation of the Ukraine war as well as 
a Chinese society with less widespread COVID-19 lockdowns 
would also help decrease the pressure.

Valuations and stock market performance
Stock markets are undeniably in a negative trend, even 
though companies are showing record profits and can still 
charge solid prices for their goods and services. Looking 
ahead, we see obvious risks of declining economic growth 
rates, inventory build-up, continued logistics and component 
problems, cost inflation, rising wages and margins that are 
historically high with a clear risk of falling. Central banks are 
also expected to hike their key interest rates rapidly, which 
most often results in a recession. But on the other hand, all 
this is known and thus a relatively negative scenario may 
have been discounted.

The Stockholm stock exchange stands out, with a decline 
of more than 20 per cent at this writing. Stockholm is by far 
the weakest exchange in the Nordic region and one of the 
worst-performing exchanges in the world. Its weak relative 
performance is fully in line with what we previously warned 
of and is not surprising given the valuation bubble that 
inflated during the pandemic.

Risks
A number of risks have already materialised in 2022. Some 
of them are still present, and new ones may emerge. The 
main ones that have eroded risk appetite are the troublingly 
high level of inflation − which is putting pressure on central 
banks − China’s COVID-fighting strategy and the war in 

High inflation, central banks that must quickly raise key interest rates, COVID-19 lockdowns 

in China, the war in Ukraine and much lower economic growth expectations have plagued 

financial markets in 2022. Risk appetite has fallen as problems have mounted. We expect 

stabilisation soon, but the risk situation remains troublesome.

Ukraine. There are also clear risks to economic growth, since 
there have been significant adjustments to growth forecasts 
this year, and challenges may arise when central banks, 
especially the US Federal Reserve, try to shrink their balance 
sheets, a process that has led to high volatility in the past.

Finally, it is important to point out that all of the above 
negative risks have counterforces, which means they might 
fade away. They may also have been discounted too much in 
the capital market. This means that such risks will continue 
to affect risk appetite, but that their impact may be both 
positive and negative.

Read more in the report at seb.se/investmentoutlookreport.

Investment Outlook
May 2022 | Summary



Investment Outlook

This document produced by Skandinaviska Enskilda Banken AB (publ) (“SEB”) contains general marketing information. SEB is 
authorised and regulated by the Swedish Financial Supervisory Authority. Historical returns are no guarantee for future returns.
The value of financial instruments can both rise and fall and it is therefore not certain that you will get back all the invested capital.
You are fully responsible for your investment decisions and you should therefore always read detailed information before making a 
decision on an investment.

Information about taxation. As a customer of our international Private Banking offices in Luxembourg and/or Singapore, it is your 
responsibility to keep yourself informed of the tax rules applicable in the countries related to your citizenship, residence or tax 
domicile with respect to bank accounts and financial transactions and that you receive adequate tax advice from relevant experts 
before initiating financial transactions. You need to inform the relevant authorities if and when required.

For UK residents. Skandinaviska Enskilda Banken AB (publ) is authorised and regulated by the Swedish Financial Supervisory 
Authority. Deemed authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and 
limited regulation by the Prudential Regulation Authority. The nature and extent of consumer protections may differ from those for 
firms based in the UK. Details of the Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a limited 
period while seeking full authorisation, are available on the Financial Conduct Authority’s website.

Investments
SEB
SE-106 40 Stockholm, Sweden

For more details, please read the full report, which also provides you with 
extra reading in the form of two interesting theme articles:  
• Energy transition – for security of supply, lower costs and the climate
• Cybersecurity – a topic we cannot ignore

Our experts Fredrik Öberg and Johan Hagbarth also present our in-depth 
market view in the form of a video. 

You will find all this at seb.se/investmentoutlookreport.1Investment Outlook: May 2022
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Global equities

• Falling stock market trend despite good earnings delivered
• Global economic growth forecasts have been downgraded
• Valuations of large growth companies are being lowered
• The energy sector is this year’s winner, while cyclical 

consumer goods companies and the IT sector are losers

Nordic equities

• China’s hopeless COVID strategy is derailing its economy
• Nordic listed companies will be affected by the crisis 

in China
• The trend reversal in monetary policy has squeezed 

equities
• Russia’s aggression is exposing Europe to stagflation 

pressures
• The Stockholm stock exchange is still expensive

Fixed income investments

• The world’s central banks have both revised their rate 
paths upward and accelerated their rate hiking timelines 

• An upturn in government bond yields all along the 
yield curve

• Expected corporate bond returns look relatively 
attractive now

Valuations have been adjusted lower in response to 
weaker economic conditions and rising yields

The chart shows the P/E ratios for various countries and regions in the 
MSCI All Country World Index since 2014. P/E ratios in all regions have 
been adjusted lower when the economy weakened and bond yields 
rose, for example during 2018 and 2022.

Source: Bloomberg


