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World markets review — First quarter 2026 
 
Equities 

Global stocks declined as an escalating war in the Middle East heightened concerns about rising inflation, 

energy supply disruptions and slowing economic growth. U.S. and European markets sank, outweighing gains in 

Japan. Emerging markets were essentially flat. Overall, the MSCI All Country World Index (ACWI) fell 3%. 

MSCI ACWI growth-oriented sectors were hit hardest, led by consumer discretionary’s double-digit loss. 

Communication services, financials and information technology stocks also lagged. In contrast, the energy sector 

surged more than 30% as the conflict disrupted global oil flows and pushed prices higher. Utilities also delivered 

strong gains as investors turned toward more defensive sectors. 

    Mar 2026   1Q 2026   CY 2025 

Equity index returns (%)  U.S. Local  U.S. Local  U.S. Local 
    dollar  currency   dollar  currency   dollar  currency 

S&P 500   –5.0 –5.0   –4.3 –4.3   17.9 17.9 

MSCI ACWI   –7.2 –6.3   –3.2 –2.6   22.3 19.7 

MSCI ACWI ex USA   –10.8 –8.4   –0.7 1.0   32.4 24.4 

MSCI World   –6.4 –5.7   –3.6 –3.2   21.1 18.4 

MSCI Emerging Markets   –13.1 –10.5   –0.2 2.1   33.6 31.3 

MSCI EAFE   –10.3 –8.0   –1.2 0.1   31.2 20.6 

MSCI Europe   –9.9 –7.4   –2.8 –1.0   35.4 20.6 

MSCI Pacific   –11.3 –9.3   1.9 2.5   23.3 21.0 

Source: RIMES                   
 

Fixed income 

Bonds declined and yields rose as investors responded to higher inflation expectations driven by the surge in 

energy prices. The Federal Reserve held interest rates steady at its January and March meetings, contributing to 

expectations for fewer rate cuts over the remainder of the year. Likewise, the European Central Bank and Bank of 

Japan left their key policy rates unchanged. 

In foreign exchange markets, the U.S. dollar strengthened modestly against a basket of major currencies, 

including the Japanese yen, British pound and euro. The ICE U.S. Dollar Index rose 1.7% for the quarter, its 

second consecutive quarterly gain, though it remained lower over the trailing 12 months. 

                  

Fixed income index returns (%) Mar 1Q CY   Exchange rates Mar 1Q CY 

  2026 2026 2025   (% change vs. USD) 2026 2026 2025 

Bloomberg U.S. Aggregate –1.8 –0.0 7.3   Euro –2.4 –1.9 13.4 

Bloomberg Global Aggregate –3.1 –1.1 8.2   Japanese yen –1.9 –1.5 0.3 

Bloomberg U.S. Corp IG –2.0 –0.5 7.8   British pound –1.9 –2.0 7.4 

Bloomberg U.S. Corp HY –1.2 –0.5 8.6   Canadian dollar –2.3 –1.8 4.9 

JPM EMBI Global Diversified –3.3 –1.3 14.3   Australian dollar –3.9 2.7 7.7 

JPM GBI-EM Global Diversified –5.5 –2.2 19.3   Swiss franc –4.3 –1.4 14.4 

Source: RIMES. Returns are in USD.                 
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North America 

U.S. stocks declined, as a conflict with Iran and new tariff policies kicked off a five-week losing streak to close 

the quarter, erasing early-quarter gains. Rising oil prices gave a boost to energy stocks, while the materials and 

utilities sectors also performed well. The financials, consumer discretionary and information technology sectors 

each had near double-digit declines. Overall, the S&P 500 Index fell 4%, closing at its steepest quarterly decline 

since the first quarter of last year despite reaching several all-time highs earlier in the period. 

The U.S. Federal Reserve (Fed) held interest rates steady at its January and March meetings, ending a streak 

of three consecutive rate cuts to close 2025. Despite continued pressure from U.S. President Donald Trump to 

lower the current target range of 3.50% to 3.75%, Fed Chair Jerome Powell indicated that he doesn’t expect rates 

to change until the impacts of recent geopolitical developments become clearer.  

The U.S. economy grew modestly, as gross domestic product (GDP) rose an annualized 0.7% in the fourth 

quarter, the slowest rate since a decline in the first quarter of 2025. Inflation was unchanged in February, with the 

Consumer Price Index (CPI) up 2.4% from the previous year, matching January’s figure. The unemployment rate 

inched up to 4.4%, ending two consecutive months of easing since November’s high of 4.6%. 

The energy sector soared 38% as geopolitical tensions drove oil prices higher. Shares of Exxon Mobil, Chevron 

and ConocoPhillips surged in tandem with the rise in oil prices that followed the start of the war in the Middle 

East. Sandisk was among the top contributors after an increase in demand for its NAND flash memory products. 

Johnson & Johnson also rose after reporting strong fourth quarter earnings and receiving recent product 

approvals from the FDA.  

Large-cap tech, consumer discretionary and communication services stocks were among the biggest 

decliners, including each of the so-called “Magnificent 7” stocks, as investors grew wary over inflation and 

substantial CapEx commitments in AI. Select financials stocks, as well as GLP-1 maker Eli Lilly and 

semiconductor manufacturer Broadcom, also weighed on results. 

U.S. bonds fell slightly, with the Bloomberg U.S. Aggregate Index returning -0.05%. The yield curve flattened. 

Two-year Treasury yields rose 32 basis points (bps) to 3.80% and 10-year yields rose 15 bps to 4.32%. In credit 

markets, both investment-grade bonds (BBB/Baa and above), tracked by the Bloomberg U.S. Corporate 

Investment Grade Index, and high-yield bonds, measured by the Bloomberg U.S. Corporate High Yield 2% Issuer 

Capped Index, fell 0.5%. Spreads to Treasuries widened 11 bps for investment grade and 51 bps for high yield. 
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Europe 

European stocks tumbled amid rising energy prices, underscoring the region’s exposure to imported energy and 

renewed inflation pressures. Oil prices surged following attacks on Middle East energy infrastructure, sparking 

fears of sustained supply constraints that weighed on European manufacturers and growth expectations. Overall, 

the MSCI Europe Index fell 3%. 

Rising geopolitical tensions added to inflationary pressures across the eurozone, stalling the recent 

disinflation trend. The European Central Bank held its policy rate at 2% in March as inflation rose to 2.5%. The 

central bank revised its 2026 inflation forecast upward to 2.6%, while lowering its growth projections to 0.9% from 

1.2%. Policymakers warned that elevated energy costs would have a material near-term impact on prices and 

reiterated a data-dependent approach amid heightened economic uncertainty. 

Consumer discretionary was the weakest sector, declining 20% amid potential tariff increases and inflationary 

pressures from higher oil prices. Luxury goods makers LVMH and Hermès were among the largest detractors. 

Shares of LVMH sank 30% as slowing consumer spending in key markets, including the U.S. and China, weighed 

on demand. Financials also declined, falling 8%. Shares of UBS fell 18% as outflows in its wealth management 

business and ongoing integration challenges related to its Credit Suisse acquisition weighed on investor 

sentiment. 

Energy stocks posted the largest gains, rising 40% amid a sharp rotation into the sector. Shares of Shell and 

TotalEnergies rose more than 29% and 44%, respectively, as elevated oil prices and stronger refining margins 

supported expectations for improved profitability. Utilities also rallied, climbing 11%. Shares of France-based 

utility Engie advanced 21% following the announcement of its largest acquisition, the purchase of UK Power 

Networks, which is expected to expand its regulated network business and strengthen its presence in electricity 

infrastructure.   

In fixed income markets, European bonds declined as markets lowered expectations for European Central Bank 
rate cuts and absorbed an increase in government bond supply. Germany’s 10-year yield rose 15 bps to 3.00%, 
while Spain’s 10-year yield increased 22 bps to 3.50%. In currency markets, the euro weakened 2.0% against the 
dollar.   
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Asia-Pacific  

Japanese equities rose, buoyed by increased post-election stability and expectations of supportive fiscal policy. 

Energy and materials led gains, while communication services and consumer discretionary lagged. The yen 

weakened 1.5% against the U.S. dollar.  

The Bank of Japan (BOJ) kept policy rates unchanged. The central bank held its key rate at 0.75% while 

maintaining a hawkish stance and cautioned that higher crude oil prices linked to the Middle East conflict could 

add to inflationary pressures. Core inflation, which excludes fresh food, fell under the BOJ’s 2% target to 1.6% in 

February, its lowest level since March 2022. During the same month, Prime Minister Sanae Takaichi’s governing 

party secured a two-thirds supermajority in parliamentary elections. Market watchers expect the landslide victory 

to make it easier for the prime minister to implement her agenda.  

Japan’s economy exceeded earlier estimates. GDP was revised sharply higher to an annualized 1.3% from an 

initial estimate of 0.2% for the fourth quarter. Growth was supported by higher capital investment and consumer 

spending. At the same time, rising costs related to the Middle East conflict added pressure on businesses. The 

S&P Global Flash Japan Manufacturing Purchasing Managers' Index (PMI) eased to 51.4 in March from 53.0 in 

February while remaining above the 50 threshold for expansion. Exports climbed 4.2% year over year in 

February, extending gains for a sixth consecutive month. Elsewhere, shares of trading house Mitsubishi 

Corporation rose after it announced strong earnings and the acquisition of U.S. shale gas assets. By contrast, 

multinational conglomerate Sony’s stock declined after artificial intelligence-driven cost pressures impacted 

several of its business lines. 

Australian stocks moved higher, supported by strong earnings and steady credit growth, benefiting major 

banks. Energy and consumer staples led gains, while information technology and health care detracted. Boosted 

by higher household spending, the economy advanced 2.6% in 2025, the strongest growth in three years. The 

Reserve Bank of Australia implemented two 25-bps rate hikes in an effort to curb inflation. Miner BHP was one of 

the top contributors as it reported stronger than expected earnings. Australia also reached a trade agreement with 

the European Union (EU) that would provide the EU with access to critical minerals and remove 98% of tariffs on 

Australian exports. The Australian dollar gained 2.7% against the greenback.   

Hong Kong stocks advanced as investor sentiment improved after the National People's Congress outlined a 

4.5% to 5% economic growth target. Consumer staples and real estate led gains, while consumer discretionary 

was the sole detractor. Meanwhile, the S&P Global Hong Kong SAR PMI rose to 53.3 in February from 52.3 in 

January, marking the seventh consecutive month of expansion. 
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Emerging markets 

Emerging markets (EM) equities fell slightly during the quarter but outpaced many developed markets amid 

heightened volatility linked to the Middle East conflict. South Korea and Taiwan reported gains driven by robust 

demand for semiconductors and memory chips. Latin American equities surged following elevated foreign capital 

inflows. In contrast, Indian stocks declined on investor outflows while Chinese equities fell partly due to rising 

geopolitical uncertainty. Overall, the MSCI Emerging Markets Index fell 0.17%. 

The information technology and energy sectors led the gains, both rising around 11%. Semiconductor 

companies, including Samsung Electronics, Taiwan Semiconductor and SK Hynix, contributed significantly due to 

artificial intelligence (AI) demand. Meanwhile, the communication services and consumer discretionary sectors led 

the losses, falling 15.3% and 11.6%, respectively. China-based companies Tencent and Alibaba detracted the 

most from index performance.  

Chinese stocks declined nearly 9%, weighed down by a slowing economy and a prolonged property downturn. 

Rising energy prices further pressured sentiment, even as the U.S. and China entered a fresh round of trade 

talks. The People's Bank of China kept its benchmark one-year loan prime rate at 3.0% for the 10th straight 

month in March to support growth and stabilize currency. Factory output increased 6.3% year over year in the first 

two months of the year.  

Indian equities fell 18% on persistent outflows and higher energy prices. Overseas investors withdrew at least 

$12 billion during March. The Indian rupee fell to a record low against the U.S. dollar. India and the U.S. agreed 

on a trade framework in February, but the deal remains stalled following the U.S. Supreme Court decision 

challenging tariffs. Meanwhile, February’s core inflation came in at 3.4%, remaining within the central bank’s 

target range. 

The MSCI EM Latin America Index surged 14.6%. Brazilian equities climbed 19% as investors anticipated the 

start of a potential monetary-easing cycle after the central bank signaled possible rate cuts. Mexican stocks 

gained 7.7% on economic resilience despite uncertainty surrounding the review of the U.S.-Mexico-Canada pact. 

Meanwhile, Colombian and Peruvian equities each surged around 21%. 

Developing market currencies were mixed against the U.S. dollar. The Argentine peso and the Kazakhstani 

tenge led gains against the U.S. dollar, while the Egyptian pound and the South Korean won declined the most. 

Hard and local currency-denominated emerging markets bonds weakened. EM local-currency government 

debt declined 2.2% in dollar terms, as measured by the J.P. Morgan GBI-EM Global Diversified Composite Index. 

U.S. dollar-denominated debt slipped 1.3% in dollar terms, as measured by the J.P. Morgan EMBI Global 

Diversified Index. Turkish local debt dropped 6.7% in dollar terms while local Brazilian bonds gained 7.3%. ◼ 

1Q 2026 total returns (%)               

        USD Local Local Exchange 

      debt debt debt rate 

Equity indexes (USD)   Fixed income / currency (USD) (USD) (Local) (vs. USD) 

MSCI Emerging Markets –0.2   JPM EMBI Global Div –1.3 --- --- --- 

MSCI Brazil 19.1   JPM GBI-EM Global Div --- –2.2 –0.8 --- 

MSCI China –8.9   Brazil 0.6 7.3 2.2 4.9 

MSCI India –18.1   China 0.2 1.9 0.7 1.2 

MSCI Mexico 7.7   Indonesia –2.4 –4.2 –2.4 –1.9 

MSCI South Africa –3.4   Malaysia –0.2 0.1 –0.1 0.2 

MSCI Korea 16.5   Mexico –0.6 0.3 0.6 –0.3 

MSCI Saudi Arabia 9.2   Poland –0.9 –5.2 –1.7 –3.6 

MSCI Taiwan 9.1   South Africa –3.6 –6.5 –3.4 –3.2 

MSCI Thailand 15.4   Turkey –3.3 –6.7 –3.4 –3.4 

Source: RIMES               
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The statements expressed herein are as of the date published, are subject to change at any time based on market or other conditions and are 
based on information from sources believed to be reliable. This publication is intended merely to highlight issues and is not intended to be 
comprehensive or to provide advice. Permission is given for personal use only. Any reproduction, modification, distribution, transmission or 
republication of the content, in part or in full, is prohibited. 

Certain market indexes are unmanaged and, therefore, have no expenses. Investors cannot invest directly in an index.  

Unless otherwise noted, all returns are in U.S. dollars and assume the reinvestment of dividends. Country stock returns are based on MSCI 
indexes.  

Bond ratings, which typically range from AAA/Aaa (highest) to D (lowest), are assigned by credit rating agencies such as Standard & Poor's, 
Moody's and/or Fitch, as an indication of an issuer's creditworthiness. 

Bloomberg indexes are unmanaged, and results include reinvested dividends and/or distributions but do not reflect the effect of sales charges, 
commissions, account fees, expenses or U.S. federal income taxes. Bloomberg U.S. Aggregate Index represents the U.S. investment-grade 
fixed-rate bond market. Bloomberg Global Aggregate Index represents the global investment-grade fixed income markets. Bloomberg U.S. 
Corporate Investment Grade Index represents the universe of investment grade, publically issued U.S. corporate and specified foreign 
debentures and secured notes that meet the specified maturity, liquidity, and quality requirements. The Bloomberg U.S. Corporate High 
Yield Bond Index measures the U.S. dollar-denominated, high yield, fixed-rate corporate bond market. 

S&P Global purchasing manager indexes (PMIs) track business trends across both manufacturing and service sectors for various countries. 
The indexes are based on data collected from companies and follow variables such as sales, new orders, employment, inventories and prices. 
The S&P Global Flash Manufacturing Purchasing Managers' Index and the S&P Global Hong Kong SAR Purchasing Managers' Index 
provide similar information about Japan and Hong Kong. 

J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified and related country-specific indexes track total returns for U.S. 
dollar-denominated debt instruments issued by emerging market sovereign and quasi-sovereign entities: Brady bonds, loans, eurobonds. J.P. 
Morgan Government Bond Index – Emerging Markets (GBI-EM) Global Diversified and related country-specific indexes cover the 
universe of regularly traded, liquid fixed-rate, domestic currency emerging market government bonds to which international investors can gain 
exposure. 

MSCI indexes are free-float-adjusted, market-capitalization weighted indexes. Developed market index results reflect dividends net of 
withholding taxes. Emerging market index results reflect dividends gross of withholding taxes through December 31, 2000, and dividends net 
of withholding taxes thereafter. Each index is unmanaged, and its results include reinvested dividends and/or distributions but do not reflect 
the effect of sales charges, commissions, account fees, expenses or U.S. federal income taxes. MSCI All Country World Index (ACWI) is 
designed to measure results of more than 40 developed and emerging equity markets. MSCI All Country World (ACWI) ex USA Index is 
designed to measure equity market results in the global developed and emerging markets, excluding the United States. MSCI EAFE® 
(Europe, Australasia, Far East) Index is designed to measure developed equity market results, excluding the United States and Canada. 
MSCI Emerging Markets Index is a free-float-adjusted market-capitalization-weighted index designed to measure equity market results in 
more than 20 global emerging markets. Individual emerging markets listed herein represent a subset of the MSCI Emerging Markets Index. 
MSCI Europe Index is designed to measure developed equity market results across 15 developed countries in Europe. MSCI Pacific Index is 
designed to measure the equity market performance of the developed markets in the Pacific region. It consists of Japan, Australia, Hong 
Kong, New Zealand and Singapore. MSCI World Index is designed to measure equity market results of developed markets. The index 
consists of more than 20 developed-market country indexes, including the United States.  

S&P 500 Index is a market-capitalization-weighted index based on the results of 500 widely held common stocks. This index is unmanaged, 
and its results include reinvested dividends and/or distributions but do not reflect the effect of sales charges, commissions, account fees, 
expenses or U.S. federal income taxes. 

The Consumer Price Index (CPI), reported by the U.S. Bureau of Labor Statistics, measures the change in prices paid by consumers for 
goods and services. 

The ICE U.S. Dollar Index is a geometrically averaged calculation that measures the value of the U.S. dollar relative to a basket of foreign 
currencies: the euro, the yen, the British pound, the Canadian dollar, the Swedish krona and the Swiss franc. The U.S. Dollar Index, together 
with all rights, title and interest in and related to the U.S. Dollar Index, including all content included therein and all related intellectual property 
and property rights, is the exclusive property of ICE Data Indices, LLC. 

Bloomberg® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg or 
Bloomberg’s licensors own all proprietary rights in the Bloomberg Indices. Neither Bloomberg nor Bloomberg’s licensors approves or endorses 
this material, or guarantees the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the 
results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or 
damages arising in connection therewith. 

This report, and any product, index or fund referred to herein, is not sponsored, endorsed or promoted in any way by J.P. Morgan or any of its 
affiliates who provide no warranties whatsoever, express or implied, and shall have no liability to any prospective investor, in connection with 
this report.  

MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable 
whatsoever for any data in the report. You may not redistribute the MSCI data or use it as a basis for other indices or investment products.  

The S&P 500 (“Index”) is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by Capital Group. 
Copyright © 2026 S&P Dow Jones Indices LLC, a division of S&P Global, and/or its affiliates. All rights reserved. Redistribution or reproduction 
in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. 
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