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While the year started with a firm belief that pandemic-era supply side constraints were easing and inflation 
would be transitory, the actual situation turned out to be completely different.

Inflation in much of the developed world started rising rapidly and touched levels last seen four decades ago. 
The two main drivers were the war in Ukraine that has inflated energy and food prices and tightness in the 
labor market that drove unemployment levels to 50-year lows and wages growth to historic highs. With 
inflation looking well entrenched, rather than transitory, central banks pivoted from their dovish stance at the 
beginning of the year to aggressively hike interest rates to prevent inflation from spiraling out of control.

Interest rate hikes: US Federal Reserve has so far increased interest rates seven times during the year, taking 
the fed fund rates to the 4.25%-4.50% range. The European Central Bank hiked rates to 2.5%, the highest 
since 2008 and the Bank of England stepped in nine times to increase rates to the current level of 3.5%, the 
highest in 14 years.

Inflation remains far above comfort level: Inflation in the US peaked at 9.1% in June 2022 and while it is on 
its way down, it remains above 7%. In Europe and the UK, inflation rates are still hovering above 10%. In 
Japan, core inflation is treading at 3.7%, the highest since 1981. Central banks in these countries are 
targeting to bring inflation down to the 2% level – which is a long way.

Hawkish central banks: At recent addresses, both Fed Chair J. Powell and ECB President C. Lagarde have 
sounded extremely hawkish pointing out that more interest rate hikes may be required, rates may have to be 
held at higher levels for longer and the economy may have to suffer below-normal growth – probably hinting 
that even a recession may not deter them.

2022 ECONOMIC SUMMARY

Equities on a roller-coaster: For most of the year, equities kept fighting central banks – calling for an early 
pivot and slowing rate hikes – and hence witnessed sharp rallies that ended up being bear market rallies in 
the end. Major equity markets ended the year in deep red.

Bonds suffer historic losses: By some counts, bonds had their worst performance in a century. US bonds, 
including government and investment grade, are down between 12% to 16% while Asian and emerging 
markets bonds have plummeted from 16% to 20% in the year.

Highly diversified, investment grade bond funds ended the year with losses of about 8% whereas the same in 
the sukuk space lost only about 5.5% for the year.

2022 MARKET SUMMARY



Cost of borrowing shoots up: 3-month US dollar Libor rates moved up 
from a mere 0.21% p.a. to 4.73% p.a. during the year. Investors 
employing leverage to enhance returns on their investments faced a 
double-whammy of falling asset prices and rising cost of borrowing.

No place to hide: This is the first time in recent history that both bonds 
and equities are ending the year in red, at the same time.

The King Dollar: With risk off sentiments, demand for safe-haven dollar 
rose, taking the US dollar index, in July, to levels not seen in the last 20 
years. At the same time, the euro fell below parity against the dollar for 
the first time in two decades while the pound sterling touched its lowest 
since 1985. By the end of the year, the US dollar ended higher than 
almost all major currencies.

The GCC is a standout: Gulf Cooperation Countries, UAE and Saudi 
Arabia in particular, continue to benefit from the post-pandemic 
reopening boom, higher oil prices, business-friendly government 
policies and hosting of major international events. The IPO boom in the 
UAE has revived the stock markets, 
delivering solid performances for the year.

Synchronous economic slowdown: With the post-pandemic boom 
fading away fast, and higher inflation and interest rates eating away 
purchasing power of consumers, major economies are expected to 
slowdown further, and even experience mild and shallow recessions in 
2023.

Peak hawkishness is behind us: Central banks have already 
front-loaded hikes in interest rates and have acknowledged that their 
full impact will be felt with a lag. Moreover, a high base effect will come 
into force. Central banks will not wait for inflation to read 2%; they are 
likely to pause or pivot as soon as they can see a glide path down to their 
desired level.

China reopening remains a wild card: The world’s second largest 
economy affects both the demand side and supply side of the global 
growth prospects and hence its ability to successfully open (or not due 
to resurgence of Covid) will impact global growth prospects as well as 
global inflation outlook.

Equity markets in accumulation mode: Equity markets may witness 
some volatility till the time central banks indicate a change in stance. 
However, this volatility could offer a great opportunity for long-term 
investors to continue to dollar-cost-average and accumulate equities 
gradually over the year. Equities accumulated during periods of 
nervousness or in bear markets usually deliver extraordinary returns over 
the following years.

Income is back in fixed income: Bonds are once again giving attractive 
incomes after years of low yields. Short duration bonds may look more 
attractive but carry reinvestment risk. Investors can lock in high, durable 
cash flows for the long term in investment grade bonds and bond funds. 
A mild recessionary environment is even more positive for high quality 
bonds.

GCC sheltered from global slowdown: Oil markets will remain tight and 
any demand destruction due to global slowdown will be managed with 
additional supply cuts, if required. As a result, oil price may remain 
rangebound between $80 and $100, providing healthy financial 
conditions for the region. Robust initial public offering (IPO) activity in 
UAE and Saudi Arabia will provide further impetus to domestic stock 
markets.
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CONTACT US
 
As always, your dedicated Relationship Manager remains available by phone or email for any enquiries or 
support you may require. Alternatively, you can write to us on cbd.advisory@cbd.ae

CBD INVESTMENT SOLUTIONS
 
CBD offers a range of solutions that can help you manage wealth for short-term or long-term objectives:

FIXED INCOME

EQUITIES

MULTI-ASSET

SYSTEMATIC 
INVESTMENT PLAN

Visit us on www.cbd.ae and www.cbd.ae/cbdinvestr for more information on investment solutions

ALTERNATIVES

Equities
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DISCLAIMER
 
This communication has been prepared by individual staff members of Commercial Bank of Dubai (“CBD”) and, hence, it 
may not represent the views of CBD.
 
Content of this communication is provided solely for informational purposes and should not be construed as advice or a 
recommendation to investors or potential investors and it may not be reproduced, redistributed, or copied in whole or in 
part for any purpose without CBD’s prior express consent. Any decision made on the content of this email is done solely at 
such person or entity’s own risk. Although all information has been obtained from, and is based upon sources believed to 
be reliable, it may be incomplete or condensed, it has not been verified by CBD and its accuracy cannot be guaranteed. 
CBD makes no representation or warranty, expressed or implied, as to the accuracy of the information, the reasonableness 
of any assumptions used in calculating any illustrative performance information or the accuracy or validity of such 
information.
 
Any information contained in this communication is not and should not be regarded as investment research or advice for 
the purposes of the rules of the UAE Securities and Commodities Authority and/or any other regulator. Any 
recommendations in this communication are based on the opinions of the staff member of CBD in personal capacity and 
may be changed at any time without notice. Opinions expressed in this communication may differ from the opinions 
expressed by other divisions of CBD.
 
This communication is directed at persons (i) who have been or can be classified by CBD as eligible counterparties, 
professional clients or sophisticated investors, (ii) who have experience in matters relating to investments and (iii) other 
persons to whom it may otherwise lawfully be communicated. No other person should review the contents or access the 
products or transactions discussed in this communication.
 
There can be no assurance that the securities or financial products or services mentioned in an electronic communication 
(including but not limited to e-mail(s)) could be sold or bought at such prices from CBD or market participants. Past 
performance is not necessarily a guide to future performance. CBD does not provide any advice relating to a product. 
Before making an investment decision, investors should ensure they have sufficient information to assess the 
consequences of an investment to enable them to make an informed investment decision. You should make any trading or 
investment decisions based on your own analysis and judgment and/or that of your independent advisors and not based 
on CBD and any decision whether or not to adopt any strategy or engage in any transaction will not be CBD’s responsibility. 
Only communication on the bank’s letterhead signed by an authorized signatory of CBD should be considered as official 
communication from CBD.
 


