
2019 – 
THE YEAR IN REVIEW

2019 is drawing to a close and it has been a fruitful 
year for investors overall. We examine the most 
important drivers for markets during the year, 
highlighting the pivotal moments, while we also take 
you through the main points to consider when 
investing in 2020. 

We also take this opportunity to wish you all 
a Merry Christmas and a Happy New Year!  
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stock markets. In addition, the 
fact that a ‘no-deal’ Brexit was 
avoided and that populists in It-
aly are no longer in power also 
solidified the investment back-
drop. All in all, investors can 
be happy with 2019, especially 
when compared to 2018.
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Financial markets around the 
globe experienced a year to 
remember in 2019, with sol-
id returns across the board in 
most regions in the world. 

2019 has proved to be a good 
year for investors, with strong 
returns experienced in both the 
stock and bond markets. And 
investors are naturally asking 
themselves whether this can 
continue as we head into the 
New Year. We will answer the 
questions investors may have 
as we go into a new decade on 
the following page, but first let’s 
briefly review what has driven 
the markets in 2019. 

Here are the major investment 
points to consider when looking 
back at 2019:

The returns in 2019 were strong 
to be sure, but they should not 
be understood in isolation. A 
good part of the reason returns 
were so strong was that we saw 
a substantial correction at the 
end of 2018, with markets falling 
considerably during Q4 of that 
year, especially during Christ-
mas. Indeed, some markets fell 
over 10% during this time. In 
other words, the strong returns 
in 2019 cannot be understood 
without taking the low starting 
base generated by a consider-
ably negative 2018.  

Subsequently, in January, we 
saw a strong rebound materi-
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alising, which has continued for 
much of the year. Valuations had 
come down significantly, while 
there was a sense that senti-
ment had turned to negative at 
the end of 2018, meaning many 
investors were tempted back 
into the market.   

Underpinning this sentiment 
shift we saw at the beginning 
of 2019 was a very important 
change at the world’s most im-
portant central bank – the US 
Federal Reserve. It went from 
being ‘hawkish’ – meaning in 
the process of raising rates – 
to ‘dovish’ – meaning halting 
hikes and even cutting – in a 
very short period. The result of 
this significant shift was a large-
scale easing of ‘financial con-
ditions’, whereby interest rates 
came down across the board 
and stresses within the financial 
system were alleviated, resulting 
in a big boost to all financial as-
sets. 

Finally, politics also played a role 
in market action. Despite vari-
ous setbacks during the year, in 
general there has been positive 
progress on the trade talks be-
tween the US and China, with 
signs that a ‘phase 1’ deal could 
be struck helping support inves-
tor risk appetite. The Trade War 
has been a major source of un-
certainty for investors and busi-
nesses, meaning alleviation of 
this cloud of uncertainty helps 
reinforce the upward trend in 

A strong year for global stock markets.              

Global
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A FRUITFUL YEAR
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2020: NOT YET TIME FOR 
DOOM AND GLOOM
Many investors are concerned 
about the global investment 
outlook, but these concerns 
are largely exaggerated. This 
is still a time to own equities. 
And in the following brief Q&A 
we take you through the key 
questions an investor would ask 
to feature the most important 
points to consider in 2020. 

INVESTOR: WHAT’S YOUR 
VIEW ON THE GLOBAL 

ECONOMY? AREN’T WE 
MOVING CLOSER TO A  

RECESSION? 

FWU EXPERT: No, globally we 
are not moving towards a re-
cession. While some Europe-
an economies may experience 
a ‘technical’ (small, very short 
one) recession in 2019, global 
growth is still above 3% (IMF). 
True, the manufacturing sector 
has faced headwinds this year, 
but signs are emerging that it is 
beginning to turn a corner – lat-
est survey data indicating sta-
bilisation – while the evidence 
indicates it is not going to drag 
the much larger services sector 
down with it. 
Meanwhile, if we look at the US 
consumer – the bedrock of the 
global economy – he/she looks 
in good shape, not being affect-
ed by the economic turbulence 
seen in 2019. Job growth is still 
strong, while wages have been 
moving in the right direction as 
well. There are no signs of stress 
apparent: unemployment claims 

are still at multi-decade lows and 
the ‘quit rate’ has been moving 
higher (good news as more peo-
ple quit and take new jobs when 
the market is buoyant). With a 
robust labour market providing 
a solid foundation, consumer 
confidence also remains at ele-
vated levels, close to highs seen 
last 20 years ago – all of which 
bodes well for consumer spend-
ing in 2020.
Also crucial for understand-
ing global growth dynamics in 
the coming months is the fact 
that ‘financial conditions’ have 
eased considerably in 2019, 
which means interest rates have 
dropped and risk in the financial 
system has been reduced. This, 
in turn, feeds into econom-
ic growth, usually with around 
6-to-9-month lag, all of which 
means growth will see a rebound 
as we head into 2020. 

INVESTOR:  WHAT ABOUT 
THE TRADE WAR? ISN’T 

THAT GOING TO TURN UGLY 
AGAIN?

FWU EXPERT: It’s unlikely. As 
we have highlighted before, al-
though we cannot look inside 
politician’s heads, we can deter-
mine the constraints they face. 
And a major constraint Trump 
faces is that if he heats up the 
Trade War again, he runs the risk 
of the economy getting into 
trouble going into an election 
year. For a man who brags about 
his business skills to his elector-

ate, he cannot afford to go into 
the election with a weak econo-
my – it would most likely mean 
he would lose the election. All 
of this means, he will likely move 
increasingly towards getting 
some form of ‘deal’ with Beijing, 
which he can then speak about 
as a ‘win’ – much like he did with 
the new trade arrangement he 
signed with Mexico. 
What about the Chinese side? It 
is also in their interests to deal 
with Trump now and move to-
wards a deal. Two reasons for 
this. Firstly, it makes much more 
sense to deal with and make 
some concessions towards 
Trump now as opposed to with 
a Trump that wins the next elec-
tion; he would not have the con-
straint of an election again and 
could turn things even uglier. At 
the same, if Trump loses, then it 
would most likely be Elizabeth 
Warren in the White House. She 
is no fan of China and would 
place more emphasis on human 
rights, which is not in Beijing’s in-
terests to deal with. 

INVESTOR:  HOW BAD IS 
THE ECONOMIC 

SITUATION IN EUROPE?

FWU EXPERT: It’s not great, but 
it’s not terrible either. And signs 
are a recovery is underway. 
The slowdown has primarily 
been concentrated in Germany, 
which is an export-orientated, 
manufacturing-heavy economy. 
So, it has been hit by the slow-
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each individual case, apply at a local, regional, national, and/or global level. Many of these changes can be exacerbated by terrorist activities. No duty to update The 
FWU AG assumes no obligation to update any information or forward-looking statement contained herein, save for any information we are required to disclose by law.

down in global trade – due to 
the trade war – but also due to 
the weakness felt in the manu-
facturing sector, a lot of which 
was related to problems in the 
automobile industry. 
As we saw, we will likely get more 
certainty on global trade in the 
coming months, which will be 
positive for Germany. In addi-
tion, news for the automobile 
sector is also likely to improve 
in 2020. Why? Firstly, one of the 
reasons behind the fall was the 
introduction of new emission 
standards – both in Europe and 
China – but now with more clar-
ity and adaptation by the auto 
industry, this headwind should 
fade. Moreover, although a drop 
in demand in China has been a 
key reason for the drop in auto 
production, this is likely to prove 
only temporary – car ownership 
in China still remains significant-
ly below what it is in the West, 
but also versus more directly 
comparable economies such as 
South Korea. 
What this means is that the Chi-
nese middle class will continue 
to grow and so will its appetite 
for personal vehicles, much like 
it has everywhere else in the 
world. This will support the auto 
industry. 

INVESTOR: WHAT’S 
GOING ON IN CHINA? 

FWU EXPERT: The key to under-
standing China and its economy 

is to realise that the Communist 
Party is all about control. It is 
concerned about the ramifica-
tions for social stability if growth 
drops off too much – a frame of 
mind that is likely reinforced by 
the recent events in Hong Kong. 
Therefore, Beijing has started to 
back off ‘deleveraging’ and has 
been stimulating its economy 
once again. Bank reserve re-
quirements have come down by 
4%; taxes have been cut signifi-
cantly, while credit growth has 
also started to pick up again as 
well. Fiscal policy too has been 
eased significantly, as seen in 
the deterioration in the budget 
balance, which is even more pro-
nounced when factoring in local 
government spending. These 
measures, in turn, will also help 
the global economy, especially 
those areas directly connected 
to Chinese demand – such as 
Emerging Markets and Europe. 

INVESTOR: WHAT’S 
THE OUTLOOK FOR STOCKS 

THEN? 

FWU EXPERT: The choice on 
whether to invest in the stock 
market is relatively simple – if our 
economies continue to grow, so 
will the stock market. Except for 
rare exceptions, what causes a 
bear market is a recession. As we 
saw above, a recession still looks 
some way off, meaning returns 
are still to be had in the stock 
market.

The final question, though, is 
which equity markets will be 
best? As we saw, the global  
economy is heading into a  
reflationary cycle – with a likely  
return-to-form of the manu-
facturing sector – and this has  
several implications. 

Principally it means that the 
more cyclical markets will tend 
to outperform, such as Emerg-
ing Markets and Europe, which 
have larger manufacturing sec-
tors than the US. Thus, when 
global manufacturing activity 
picks up, the likes of Europe will 
tend to pick up relatively more. 

INVESTOR: ANY FINAL  
ADVICE FOR 2020? 

FWU EXPERT: Yes! Try not to get 
too wrapped up in all the head-
lines and keep your eye on your 
long-term investment goals and 
stay invested.  
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