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• 2019 ended with positive gains across most markets. 

• Investors’ fears of a global recession earlier in the year 

have abated with the yield curve reverting. 

• Growth expected to pick up in 2020.  
 

 

While 2018 saw many global markets suffer their worst year in a decade, 
2019 provided a stark contrast with double digit gains across most markets. 
 
2019 started off a little shaky with three key events dominating investors 
thoughts; the possibility of a recession, trade wars with China and the yield 
curve inversion. While the yield curve inversion (broadly accepted as a 
strong recessionary signal) earlier in the year had investors concerned, the 
inversion quickly reverted and with growth expected to pick up again in 
2020, recessionary fears have subsided. Central bank accommodation 
helped calm markets and was supported by some easing in the trade 
tension. Although trade tensions would continue to bubble to the surface, 
the phase 1 trade deal in the latter part of the year signaled an easing in the 
trade tensions.  
 
Markets also breathed a long sigh of relief after Prime Minister Boris 
Johnson's election victory in December confirmed that the UK would leave 
the EU on 31 January 2020. More than reflecting a view on the result, 
markets were more relieved by the removal of uncertainty that had shrouded 
markets and unnerved investors. That wasn’t the only positive news to come 
out of Europe. The European economy had a mixed year but was cheered in 
November by news that the eurozone's biggest economy, Germany, had 
narrowly avoided recession. The FTSE 100 Index ended the year up over 
22% while Frankfurt's Dax Index notched up gains of around 24% during 
2019. 
 
Domestically, the S&P/ASX 200 Net Total Return Index finished the year up 
over 23% supported by the RBA cutting rates to a record low of 75bps. 
Trade wars were repeatedly cited by the RBA as a headwind to the 
domestic and global economy. A severe housing market correction also 
propelled the RBA into action. 
 
 
 
 
 
 
 
 
 
 
 

Raf Choudhury 

Senior Investment Strategist 

Investment Solutions Group 

 

https://www.bbc.co.uk/news/business-46720637
https://www.bbc.co.uk/news/business-50419127
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Figure 1: Australian RBA Cash Rate Target (2019) 
 

 
 
Source: SSGA, Bloomberg Finance L.P., as of 31 December 2019. Returns are in AUD. 

 
The MSCI World ex Australia Index ended the year up almost 28%, led predominantly by gains in the US where 
the S&P 500 Index and the tech focused Nasdaq Index ended the year up almost 30% and 35% respectively. 
 
While the subsidence in trade escalations helped China's Shanghai Composite Index rise 20% during the year. 
Hong Kong faced months of anti-government protests which are still ongoing and took their toll, pushing the 
territory into recession. That created a drag on markets but despite impeding the performance of the Hang Seng 
Index, it still managed to post a 10% gain for the year. 
 

Figure 2: 2019 Equity Market Growth (in AUD) 
 

 
 
Source: SSGA, Bloomberg Finance L.P., as of 31 December 2019. Returns are in AUD. 
Index returns reflect capital gains and losses, income, and the reinvestment of dividends.  Index returns are unmanaged and do not reflect the deduction of 
any fees or expenses. 
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Despite the positive end to markets in 2019, the end of the year was by no means uneventful. The House of 
Representatives approved articles of impeachment on charges of abuse of power and obstruction of Congress. 
However with the republicans running the senate it’s unlikely that  Donald Trump will be impeached. And just as 
the campaign trail was moving forward for the 2020 elections, the US (Trump) assassinated Iranian General 
Qasem Soleimani. That shocked markets as we closed out the year and we now wait to see what repercussions 
there will be. 
 

What does 2020 have in store? 
Our baseline scenario for 2020 is relatively favorable. We anticipate slow and steady growth, low inflation, 
accommodative policy and single digit profit growth. We believe that the global economic recovery will continue in 
2020.  
 

Figure 3: Real GDP Growth  
 

Real GDP Growth 2018 2019 (Estimate) 2020 (Forecast) 

World 3.6 3.2 3.5 (↑0.1) 

Advanced Economies 2.3 1.9(↑0.2) 1.9(↑0.2) 

   US 2.9 2.3 2.1(↑0.2) 

   Eurozone 1.8 1.2(↑0.1) 1.3 

   Japan 0.3 1.1(↑0.2) 0.9(↑0.6) 

   UK 1.3 1.4(↑0.2) 1.6(↑0.2) 

   Australia 2.7 1.8(↓0.1) 2.5 

   Canada 2.0 1.6(↑0.2) 1.7 

Developing Economies 4.5 4.0(↓0.2) 4.6 

   China 6.6 6.1 5.9(↑0.1) 

 
Source: National Sources for 2018 data. 2019 and 2020 are SSGA Economics Estimates/Projections as of December 20, 2019. Actual performance may 
differ from these projections. 
The above estimate and forecast real GDP are based on certain assumptions and analysis made by the SSGA Economics Team. There is no guarantee that 
the estimates will be achieved. 

 

Although the possibility of a less favorable economic outcome remains a risk and the global economy may have 
to sidestep substantial risks to sustain momentum. Those risks, notwithstanding renewed monetary policy support 
and resilience in consumer spending and services, should help to propel the cycle forward. Risks of a U.S. 
recession are receding and while we believe the FED is on hold through 2020, they will continue to monitor the 
data and will be prepared to be accommodative if necessary.  
 
Geopolitical risks remain given the recent escalation with Iran and we are also keeping an eye on how the US 
2020 presidential race evolves. And despite being overshadowed by the current news cycle, trade tensions 
between the US and China could easily and abruptly re-surface and catch investors off guard.  
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Portfolio positioning and performance1 

December saw global equity markets post another month of positive returns with positive news regarding the US/ 
China trade war and global growth allowing equity markets to push higher. The ongoing dovish evolution in global 
monetary policy coupled with the view that global growth has started to improve provides a positive backdrop for 
global equities but the trade war continues to be pivotal, although near term concerns have abated. 
 
During the month, global equity markets pushed higher with the US (MSCI US Net Total Return Local Index) up 
3.0% with Europe (MSCI Europe Net Total Return Local Index) and Japan (MSCI Japan Net Total Return Local 
Index) also positive, up 1.7% and 1.3% respectively. Emerging markets (MSCI EM Index Net Total Return Local 
Index) had a very positive month returning 5.7% for the month as they looked to catch up after lagging developed 
markets in 2019. 
 
2019 has been a very strong year in local equity markets (S&P/ASX 200 Net Total Return Index), December saw 
negative returns with the local Index down -2.2% but was up a very strong 23.4% in 2019. Local based fixed 
income returns again saw negative monthly returns in December with Australian corporate bonds down for the 
month after yields moved higher. Our investments in Emerging markets bonds were also negative for the month 
with a stronger Australian dollar impacting but had a positive start to 2020.. We did however see positive returns 
from our exposure to Commodities. Looking into our average positioning across the portfolio for the month of 
December, the Growth assets allocations have been approximately 70% for the State Street Multi-Asset Builder 
Fund. Our exposure preferences in December was an overweight in global equities relative to fixed income.  
Performance wise, our diversified exposures across equities, fixed income and alternatives saw the fund deliver a 
negative return in December.  
 

 

 

 

 

 

 

                                                           
1
Bloomberg Finance, L.P. SSGA as at 31 December 2019. Past performance is not a reliable indicator of future performance. This information should not be 

considered a recommendation to buy or sell any security or sector shown. It is not known whether the securities or sectors shown will be profitable in the 
future. Characteristics are as of the date indicated, subject to change, and should not be relied upon as current thereafter. Index returns are unmanaged and 
do not reflect the deduction of any fees or expenses.  Index returns reflect all items of income, gain and loss and the reinvestment of dividends and other 
income.   
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Issued by State Street Global Advisors, Australia Services Limited (AFSL Number 274900, ABN 16 108 671 441) (“SSGA, ASL”). Registered office: Level 
17, 420 George Street, Sydney, NSW 2000, Australia · Telephone: +612 9240-7600 · Web: www.ssga.com. State Street Global Advisors, Australia, Limited 
(AFSL Number 238276, ABN 42 003 914 225) (“SSGA Australia”) is the Investment Manager. 

References to the State Street Multi-Asset Builder Fund ("the Fund") in this communication are references to the managed investment schemes domiciled in 
Australia, promoted by SSGA Australia, in respect of which SSGA, ASL is the Responsible Entity. This general information has been prepared without taking 
into account your individual objectives, financial situation or needs and you should consider whether it is appropriate for you. You should seek professional 
advice and consider the product disclosure document, available at www.ssga.com, before deciding whether to acquire or continue to hold units in the Funds.  

Investing involves risk including the risk of loss of principal. 

Risk associated with equity investing includes stock values which may fluctuate in response to the activities of individual companies and general market and 
economic conditions.  

The views expressed in this material are the views of the SSGA’s Investment Solutions Group through the period ended 10 January 2020 and are subject to 
change based on market and other conditions. The information provided does not constitute investment advice and it should not be relied on as such. All 
material has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. This document contains certain statements that may be 
deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance and actual results or developments 
may differ materially from those projected. 

Characteristics are as of the date indicated, subject to change, and should not be relied upon as current thereafter. 

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be used in an effort to 
manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss. Investments in issuers in different countries are often 
denominated in different currencies.  

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding taxes, from differences in 
generally accepted accounting principles or from economic or political instability in other nations.                   

Bloomberg Finance L.P. and its affiliates (collectively, “Bloomberg”) do not approve or endorse this material and disclaim all liability for any loss or damage of 
any kind arising out of the use of all or any part of this material. 

Standard & Poor's and S&P are registered trademarks of Standard & Poor's Financial Services LLC ("S&P") and Dow Jones is a registered trademark of 
Dow Jones Trademark Holdings LLC ("Dow Jones") and have been licensed for use by S&P Dow Jones Indices LLC and sublicensed by SSGA. The 
S&P/ASX indices are a product of S&P Dow Jones Indices LLC, and has been licensed by SSGA. The SSGA strategies contained within are not sponsored, 
endorsed, sold or promoted by S&P Dow Jones Indices LLC, Dow Jones, S&P, their respective affiliates, and none of S&P Dow Jones Indices LLC, Dow 
Jones, S&P, nor their respective affiliates make any representation regarding the advisability of investing in such product(s). 

The information provided does not constitute investment advice and it should not be relied on as such. It should not be considered a solicitation to buy or an 
offer to sell a security. It does not take into account any investor's particular investment objectives, strategies, tax status or investment horizon.  You should 
consult your tax and financial advisor. All material has been obtained from sources believed to be reliable. There is no representation or warranty as to the 
accuracy of the information and State Street shall have no liability for decisions based on such information. 

This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical facts, contained within this 
document that address activities, events or developments that SSGA expects, believes or anticipates will or may occur in the future are forward-looking 
statements. These statements are based on certain assumptions and analyses made by SSGA in light of its experience and perception of historical trends, 
current conditions, expected future developments and other factors it believes are appropriate in the circumstances, many of which are detailed herein. Such 
statements are subject to a number of assumptions, risks, uncertainties, many of which are beyond SSGA's control. Please note that any such statements 
are not guarantees of any future performance and that actual results or developments may differ materially from those projected in the forward-looking 
statements. 

All material has been obtained from sources believed to be reliable. There is no representation or warranty as to the accuracy of the information and State 
Street shall have no liability for decisions based on such information. 

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA Australia’s 
express written consent. 

© 2020 State Street Corporation. All Rights Reserved.  
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