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News Release 

Schroders upgrades 2020 global growth  
to 2.6% as economic cycle extends  

  
Recession looks to be avoided in view of trade truce and lower interest rates 
 

3 December 2019 

HONG KONG – Schroders Chief Economist Keith Wade expects global growth to reach 2.6% in 2020 as the 
current expansion continues due to better prospects for US-China trade and lower US interest rates. A recession 
seems likely to be avoided as conditions that could potentially trigger a downturn is currently absent. He also 
upgraded the growth outlook for China and expects emerging economies to continue to gather pace whilst 
developed economies decelerate. Given the economic backdrop, Patrick Brenner, Head of Multi-asset 
Investments, Asia, believes taking long positions in selective equities, sovereign bonds, and credit could help 
investors capture return opportunities.  

Keith Wade commented: “Our more optimistic view hinges on the fact that we now expect a "phase one" deal between 
the US and China. This would prompt global trade and capital investment to strengthen with activity improving in Europe 
and Japan, as well as in the US. In addition, benefits of lower interest rates are already reflected in household and 
business borrowings. Mortgage applications and housebuilding have also picked up sharply in the US housing market.”  

“However, we should be mindful that a deal may not come through, as China has been pushing back against US tariffs 
and the 2020 US presidential election could also bring in uncertainty. These factors are likely to temper the near-term 
rebound in spending and investment by the business sector,” Wade added. 

“We expect global inflation to remain relatively stable at 2.6% but likely to decline in the second half of 2020 as this year's 
slowdown in growth starts to have an impact. The fact that the rate of inflation is above the Federal Reserve’s (Fed) 2% 
target is not expected to cause a concern – the Fed has indicated that it will be prepared to tolerate an overshoot, and 
the lower and relatively stable oil prices appear unlikely to drive inflation higher. We think with this level of inflation, and 
growth below the long-term trend, the Fed could cut rates by 0.25% in April 2020,” Wade continued.  

What can investors do in 2020? 

Given the economic backdrop, Patrick Brenner, Head of Multi-asset Investments, Asia, believes taking long 
positions in selective equities, sovereign bonds, and credit could help investors capture return opportunities.  
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Patrick Brenner said: “Risk sentiment has improved given growing optimism over US-China trade talks and better-than-
expected corporate earnings. Any further developments in trade talks could prompt a rebound in Asian assets, in 
particular Chinese equities and other export-oriented markets such as Korea and Taiwan, where valuations have 
remained relatively attractive. For fixed income, we expect most Asian central banks to maintain easing policies amid 
moderating growth. As such, the lower rate environment will remain supportive for Asian credit.  Overall, we continue to 
stress the importance of selectivity while maintaining our preference towards names with high quality and better value 
as the ongoing uncertainties remain an ‘overhang’ on the macro outlook.” 

Brenner added: “Going forward, we believe equities will be driven more by multiple than by earnings, and in the US we 
favour the NASDAQ over the S&P500 as we expect the liquidity-driven rally should continue for the technology sector.” 

“We also remain positive on selected government bonds such as US Treasuries 10-year, despite somewhat stretched 
valuations. Continuing evidence of weakness in the global manufacturing cycle and additional central bank liquidity 
should be supportive of sovereign bonds. Moreover, their hedge potential in periods of market stress is another benefit.” 

Brenner added: “Valuations of high yield credit remain attractive. Despite concerns over fundamental quality, the 
technical picture is supportive as central banks ease liquidity conditions. We prefer US high yield credit over Europe due 
to the potential adverse impact of the rising leverage on earnings and costs. Additionally, less appealing valuations and 
weakening fundamentals in Europe will likely weigh on high yield credit.” 

Protecting the downside 

“Nonetheless, as we enter a new era of uncertainty, investors do need to further protect their downside and consider 
adding alternatives into their portfolios, such as gold which offers the diversification along with a falling opportunity 
cost. Also, dovish sentiments mean that gold will continue to be supported by the provision of liquidity from central 
banks,” Brenner concluded.  
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For further information, please contact: 
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Hume Brophy (Hong Kong) 

Tel: +852 3008 3811  
Email: thomas.kwan@humebrophy.com  

Zita Lo  
Schroder Investment Management (Hong Kong) Limited 

Tel: +852 2843 7559 
Email: zita.lo@schroders.com  

  

About Schroders 

As a global investment manager, we help institutions, intermediaries and individuals meet their goals, fulfil their 

ambitions, and prepare for the future. But as the world changes, so do our clients’ needs. That’s why we have a 

long history of adapting to suit the times and keeping our focus on what matters most to our clients. 

Doing this takes experience and expertise. We bring together people and data to spot the trends that will shape 

the future. This provides a unique perspective which allows us to always invest with conviction. We are responsible 

for £444.4 billion (€496.6 billion/$565.5 billion)* of assets for our clients who trust us to deliver sustainable 
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returns. We remain determined to build future prosperity for them, and for all of society. Today, we have 5,000 

people across six continents who focus on doing just this. 

We are a global business that’s managed locally. This allows us to always keep our clients’ needs at the heart of 

everything we do. For over 200 years and more than seven generations we’ve grown and developed our expertise 

in tandem with our clients’ needs and interests. 

Further information about Schroders can be found at www.schroders.com.hk.  

*as at 30 June 2019 

 

 

 

 

 

 

 

 

 

 

 

 

Important Information:  
Investment involves risk. Please refer to the Prospectus for further Fund details including risk factors. The information contained in this 
document is provided for information purpose only and does not constitute any solicitation and offering of investment products. This document 
is not intended to provide, and should not be relied on for investment advice or recommendation.   
 
This document, including the website, has not been reviewed by the Securities and Futures Commission in Hong Kong. Issued by Schroder 
Investment Management (Hong Kong) Limited. 
 
Schroder Investment Management (Hong Kong) Limited  
Level 33, Two Pacific Place, 88 Queensway, Hong Kong 
www.schroders.com.hk  
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