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2 0 2 0  G l o b a l  M a r k e t  O u t l o o k :  L o n g  L i v e  t h e  L a t e  C y c l e

HIGHLIGHTS
• Investors gave the market the benefit of the doubt as most if not all major risk assets showed strong positive

returns in 2019 despite the recession fear as well as continued uncertainty over trade tensions and Brexit.

• We expect the current late cycle to be extended, which should favour risk assets in 2020 with the key market
drivers：1) recovery in economic and earnings growth, 2) monetary and fiscal policy support, and 3) investors
moving away from cautious positioning.

• Volatility will return from time to time during the year. Hence, a diversified portfolio is still important with
some defensive, alternative and safe assets.

• Our 10 investment themes for 2020 include defensive investment ideas for portfolio allocation, cyclical and
global trends on fiscal stimulus and deglobalization, as well as mega trends on environment issues, human
capital, ‘disruption’ innovation, digital consumption and technological innovations in the health care sector.

C I O  I N S I G H T S  - F O C U S  T O P I C

Investors gave the market the benefit of the doubt as most if not all major risk assets showed strong positive
returns in 2019 despite the recession fear in the middle of the year as well as continued uncertainty over trade
tensions, Brexit and Hong Kong unrest. Safe assets such as US Treasuries and gold also saw good performance in
2019. Therefore, for those investors who have stayed invested with a healthy and diversified portfolio as we had
recommended should be rewarded with decent returns for the year.

In dealing with a synchronized global slowdown, central banks across the world engaged in a synchronized
monetary easing with the Fed cutting three times in 2019. Many governments also implemented fiscal
expansionary policies. Furthermore, political uncertainty has started to diminish since the start of 4Q 2019 in
anticipation of an initial US-China trade deal and the significantly reduced risk of a no-deal Brexit. Leading
indicators such as PMIs have stabilized as a result and earnings revisions have also begun bottoming out. We
expect the current late cycle to be extended, which should favour risk assets in 2020.

2019 Performance is a Mirror Image of 2018

2019: The benefit of the doubt
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C I O  I N S I G H T S  - F O C U S  T O P I C

10 Investment Themes 2020
Our 10 investment themes for 2020 include defensive, cyclical and mega trend investment ideas. The first
three themes are more defensive, offering solutions in lower volatility assets. The fourth and fifth themes
address opportunities in global trends such as deglobalisation and fiscal stimulus policies. Themes 6 and 7 are
about transition towards a more socially-responsible world, with a focus on environmental issues and human
capital. The last three themes focus on structural trends such as ‘disruption’ innovation, digitalization of
consumption and technological innovations in the health care sector.

Key market drivers in 2020:

• Recovery in economic and earnings growth – US is enjoying its longest economic expansion in history and
the current global economic cycle is extending further. Although not all strategic trade issues between the
US and China will be resolved any time soon, a truce or some ease in tensions will help a synchronized
(though moderate) economic recovery globally in 2020, which will revive corporate earnings growth.

• Monetary & fiscal policy support – Central banks have a dovish bias and are willing to ease monetary policy
further if necessary. Lower rates and improving liquidity provide a strong cushion to the market. Also, with
real yields staying lower for longer, demand for higher yielding/income investments such as Asian and EM
bonds as well as structure products with coupon payment will remain high. Furthermore, more
governments are likely to adopt fiscal policies to support their local economies, which will benefit the
related sectors.

• Moving away from cautious positioning – With receding political risks of trade war and Brexit, we turned
which proved timely more bullish on equities gradually since October 2019 after a year of outflows. We
believe there is still room for further upside amid attractive valuations for most equity markets (except for
the US) and investor appetite for dividend yield. The US market traditionally trades at a premium, and we
expect resilient consumer confidence. We are positive on US, Eurozone, UK and EM equities.

Despite our positive view on risk assets for 2020, volatility will return from time to time during the year. Hence,
a diversified portfolio is still important, in particular in late cycle, with some defensive, alternative and safe
assets which tend to have less/negative correlations with equities. We continue to favour short-end US
Treasuries, gold, global macro and long/short equity strategies. Private equity and real estate are also good
diversification tools.

2020: Riding the tide of a moderate recovery

Diversification is still important
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C I O  I N S I G H T S  - G D P  &  C P I  F O R E C A ST S

K E Y  E C O N O M I C  V I E W S  

Growth

Inflation

• We believe that economic growth will remain moderate for 2020. The longest
economic growth cycle in the history of the US will likely continue without a recession
in 2020. Leading indicators are also starting to stabilise. If this is confirmed in the
coming months, a rebound in activity will start in the second half of the year, and the
duration of the growth cycle will be extended in 2021.

• After a year of structural, cyclical, policy-related and external shocks, Chinese growth
is expected to slow during the first half of 2020, especially Q1, followed by a modest
improvement of economic conditions. On the trade front, the recently struck “Phase 1”
deal with the U.S. will limit the migration of production capacity to neighbouring
countries and reinitiate postponed investment plans. In addition, the trade deal
includes a 7.5% tariff cut on $120bn of Chinese exports and seems to end the trend of
escalating tariffs, at least temporarily.

GDP (YoY%) CPI (YoY%)
2019f 2020f 2021f 2019f 2020f 2021f

D
ev

el
op

ed

US 2.3 1.5 2.0 1.8 2.4 1.9

Japan 1.0 0.2 0.7 0.5 0.6 0.3

Eurozone 1.1 0.8 1.3 1.2 1.0 1.0

UK 1.3 1.1 1.7 1.8 1.5 1.8

Developing Asia* 5.9 6.0 6.2 2.7 3.0 3.2

N
or

th
 A

si
a China 6.1 5.7 5.8 2.8 3.5 1.5

Hong Kong* 0.3 1.5 2.5 3.0 2.6 2.6

South Korea 1.8 2.3 2.4 0.4 1.1 1.1

Taiwan* 2.0 1.9 2.1 0.8 1.1 1.4

So
ut

h 
As

ia

India 5.8 5.5 6.0 3.0 3.3 3.5

Indonesia 5.0 5.0 5.2 3.1 3.0 3.2

Malaysia 4.5 4.2 4.5 1.0 1.5 1.8

Philippines* 5.7 6.2 6.4 2.5 2.3 3.1

Singapore* 0.5 1.0 1.6 0.7 1.0 1.3

Thailand 2.8 2.8 3.2 0.9 1.0 1.1

Source: BNP Paribas Group Economic Research, BNP Paribas Global Markets forecasts as of 31 Dec 2019
* IMF data and forecasts as of 31 Dec 2019

• Headline inflation in China will likely peak at almost 5% YoY in Q1, thanks to
skyrocketing pork prices, albeit inflation will likely return to levels around 3% by the
end of 2020. In contrast, core CPI inflation will remain sudbued this year, while
producer prices in China will be deflationary in 2020, before eventually turning into
inflation in 2021.

• Inflation remains muted in Asia. Malaysia again saw weaker than expected inflation
rate (CPI % YoY 0.9% in Nov vs 1.1% Oct). Indonesia similarly saw softer inflation rate
for December at 2.7% vs 3.0% in the previous month. This should allow Asian central
banks to continue reducing interest rates in a bid to remain competitive and boost
growth when necessary.
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POSITIVE NEUTRAL NEGATIVE POSITIVE NEUTRAL NEGATIVE

SECTOR SECTOR

C I O  I N S I G H T S  - E Q U I T I E S  
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Source: MSCI indices in local currency terms, Bloomberg, Datastream, BNP Paribas Wealth Management, as of 31 Dec 2019

A S I A :  
N E U T R A L

1-month (%) 2019 (%) Forward PE 
(x)

Trailing PB 
(x)

Dividend 
Yield (%) 

2020f

EPS Growth 
(%) 2019f

EPS Growth  
(%) 2020f

ROE (%) 
2020f

De
ve

lo
pe

d US 2.8 29.1 18.7 3.8 2.3 1.1 9.4 19.2
Japan 1.2 16.0 14.5 1.4 2.3 -6.5 9.8 6.9
Eurozone 1.1 22.4 14.5 1.7 3.2 -1.3 10.2 9.9
UK 2.6 10.8 13.2 1.7 4.5 -3.8 6.8 9.9

Asia Ex-Japan 6.4 15.4 13.6 1.7 2.7 1.9 14.3 11.7

N
or

th
 A

si
a China 7.9 20.6 12.2 1.8 2.7 23.4 12.1 11.6

Hong Kong 3.5 6.6 14.6 1.3 3.1 3.2 6.1 9.9
South Korea 6.6 14.4 11.7 1.0 2.3 -34.5 28.8 10.3
Taiwan 5.3 28.3 16.4 2.2 3.5 -4.8 13.2 13.6

So
ut

h 
As

ia

India 1.0 8.5 18.9 3.2 1.3 13.4 23.9 13.2
Indonesia 5.3 3.0 15.7 2.8 2.7 4.9 11.8 17.5
Malaysia 1.7 -6.1 16.0 1.6 3.4 -6.3 6.1 9.4
Philippines 1.2 5.2 16.0 2.3 1.5 15.6 8.1 11.6
Singapore 1.2 8.5 12.9 1.3 4.2 4.9 3.9 8.9
Thailand 0.0 -1.9 15.5 2.0 3.0 -6.8 8.8 10.5

• Equities market ended 2019 a mirror image of 2018. Share buybacks and global monetary easing were
some of the primary drivers in 2019. We expect the stock market to appreciate moderately for 2020,
although we do not see returns similar to last year. Dividends will likely be a major contributor to total
returns, particularly given the current low yielding environment.

• We remain positive on global equities after upgrading from neutral at the end of October. Geopolitical
risks have since been diminishing, while investors’ concerns about growth starts to quell given the
better than expected macro outlook. We stay positive on US, Eurozone, UK and EM. For sector, we
upgraded Energy to positive, and for styles, we prefer value to growth and small and mid caps versus
large caps.
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POSITIVE NEUTRAL NEGATIVE POSITIVE NEUTRAL NEGATIVE

A S I A  ( U S D )  C R E D I T :  
N E U T R A L

C I O  I N S I G H T S  - F I X E D  I N C O M E  

• Asian local currency bonds again outperformed in December, gaining 1.9% for the month. U.S.
Treasuries was the weakest performer for the month as yield climbed as high as 1.92% in December,
following positive developments over US – China trade deal as well as Brexit.

• We revised our Fed scenario and no longer envisage two rate cuts in 2020. Economic data (leading
indicators, labour market and inflation) have been either strong or under control and do not warrant a
rate cut in the coming months. In 2H20, the Fed is unlikely to change the policy rate in order not to
interfere with the election. The market is pricing one rate cut in 2020 and the Fed’s dot plot suggests
no change in rates through 2020.

• We stay cautiously positive on Singapore and Hong Kong credit. We still see value in corporate hybrids
(e.g. perpetual bonds) of blue chips companies in both regions, and are comfortable with selected blue
chips companies given their long operating history and prudent risk management. Separately,
Singapore credits are generally “expensive”, but for good reason as they remain the safest bond assets
in the region.

Source: Barclays indices, Bloomberg, BNP Paribas Wealth Management as of 31 Dec 2019
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As
ia

Asia USD Bond 0.3 11.0 3.4

Asia Local Currency Bond 1.9 12.1 3.2

China 0.3 10.3 3.9

Hong Kong 0.1 8.9 3.1

India 0.4 12.0 3.8

Indonesia 0.9 18.2 3.4

Singapore 0.0 10.1 2.9

South Korea 0.0 7.7 2.5

Philippines 0.4 14.4 2.8

Ot
he

r
Re

gi
on

s US 10-year Treasuries -0.6 6.3 1.9

US Investment Grades (IG) -0.1 8.7 2.3

US High Yield (HY) 2.0 14.3 5.2

Emerging Market USD Bond 0.4 11.5 4.1
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POSITIVE NEUTRAL NEGATIVE

C I O  I N S I G H T S  – F O R E X

1 2 - M O N T H  F O R E X  V I E W

JPY AUD
EUR
GBP
CAD
CNH

F O R E X  F O R E C A STS

Source: BNP Paribas Wealth Management as of 31 Dec 2019
*BNP Paribas Global Markets forecast as of 31 Dec 2019 Note: + Positve /  = Neutral /  - Negative

INR
IDR
THB
MYR
USD

Spot 3-month 12-month
As of 31 Dec 2019 View Target View Target

D
ev

el
op

ed

USD Index 96.39 = 96.1 = 95.4
Japan 108.7 + 106 + 106
Eurozone 1.123 = 1.12 = 1.14
UK 1.325 + 1.35 = 1.30
Australia 0.703 - 0.68 = 0.70
Canada 1.297 = 1.30 = 1.28

As
ia

 E
x-

Ja
pa

n

China 6.966 = 7.00 = 7.00
Hong Kong* 7.792 = 7.84 = 7.83
South Korea 1,156.5 = 1,150 = 1,150
Taiwan* 29.98 = 30.3 = 29.9
India 71.38 = 72.0 = 72.0
Indonesia* 13,883 = 13,800 = 13,750
Malaysia 4.091 = 4.10 = 4.10
Philippines* 50.65 = 50.5 = 49.7
Singapore 1.345 = 1.35 = 1.35
Thailand* 29.95 = 29.70 = 29.20

USD

• We forecast the USD to weaken in Q1 2020, consistent with our view that US economic growth
will remain slow in the first half of 2020. Downside surprises on either economic data or the
trade negotiations front could see a repricing of the Fed policy outlook, with downside
implications for the USD.

GBP

• The victory of the conservative party was broadly anticipated before the 12 December General
Elections. Overall, the election result provides some certainty short term, which saw the
Pound rally to as high as 1.35, before losing its previous gains after PM Johnson ruled out
possible extension of the transition beyond 2020. The withdrawal agreement will likely be
ratified before January ends, and we should see short term gains as sterling price in the “good
news”.

SGD
PHP
TWD
KRW
HKD
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POSITIVE NEUTRAL NEGATIVE POSITIVE NEUTRAL NEGATIVE

EXPECTED RANGE

C I O  I N S I G H T S  – A LT E R N AT I V E S  &  C O M M O D I T I E S

A LT E R N AT I V E SC O M M O D I T I E S

Oil USD 60 – 70
Gold ▲ USD 1450 - 1650

Gold Oil
Base metal

- - Global Macro
Long/short 

equity

Event Driven
Relative-value

UK REITs
Global REITS

C O M M O D I T I E S

A LT E R N AT I V E S

LONG-
SHORT 
EQUITY

• We are positive on long-short equities. The strategy again performed the best in
December 2019, driven by both market beta and alpha. Growth outperformed value
globally and in the US, and the selection effect, along with style and industry factors,
were all positive contributors for alpha generation. Europe saw better performance
from cyclical sectors such as technology, industrials and materials, while defensive
sectors (communications, utilities) were negative.

GLOBAL
MACRO

• We remain positive on global macro hedge fund strategies. The distribution of
performances among macro traders has been quite high in 2019, even if the top
managers have posted better performances than in the past 5 years. The main
exposures remained in developed rates in November, and fairly split between bearish
and bullish bets. Macro traders are still best placed to trade the shift in monetary
policies, and possible volatility involving trade and populism challenge.

OIL

• We stay neutral on oil and expect Brent prices to remain mostly within the trading
range of $60-70/b in 2020. Expected inventory builds in H1 2020 should weigh on
prices but slower US shale supply growth and better economic momentum should
help a price recovery in the 2nd part of the year

GOLD

• We remain positive on gold as its key fundamentals remain in place: low/negative
real bond yields, ongoing central bank purchases and moderate supply. 2020 outlook
is still supportive for the yellow metal. Gold also acts as a natural portfolio hedge
against any tail risks, be it inflation, financial instability or geopolitical. We raise our
target range to 1450-1650$/oz, from 1400-1600$/oz.

Source: BNP Paribas Wealth Management as of 31 Dec 2019
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• BNP Paribas Portfolio Optimizer is an internally developed methodology used by the Bank to advise clients.

• The underlying technology is built on the arbitrage pricing theory. Our model supposes that economic and
financial factors (i.e. unanticipated rate of inflation, changes in risk premiums, P/E ratios, etc.) can help
explain changes in risks and expected returns associated with financial assets, and can provide an
estimation of assets’ theoretical fair prices.

• BNP Paribas Portfolio Optimizer methodology will first apply our strategic asset allocation views and
secondly identify proposed investments within the Bank’s investment universe. The objective of this two-
step approach is to propose a portfolio in line with a targeted value at risk. It considers both historical data
and the Bank’s forecasts.

• We regularly monitor and update a set of financial instruments, which covers most asset classes. Those
instruments are regrouped within the Bank’s investment universe which is regularly updated
corresponding to our tactical and the strategic views on major financial assets.

• The proposed portfolio, obtained using the BNP Paribas Portfolio Optimizer methodology, is the portfolio
which is aligned with our market views in accordance with a specific investment profile. More concretely,
the proposed portfolio takes into account the Bank’s investment universe instruments, and combining
historical risk data and combines risk correlations between instruments to provide a proposed portfolio
that meets a target risk metric, therefore targeting maximum potential diversification. The risk metric of
the proposed portfolio falls within a certain value at risk range, which is set based on a specific investment
profile. This risk metric range depends on market conditions (i.e. it is not fixed), and is revised from time to
time by the Bank when necessary.

I N - H O U S E  A N A LY S I S  S E R V I C E  -
FOR AN OPTIMISED PORTFOLIO

SIMULATED PERFORMANCE 
OF OPTIMISED MODEL PORTFOLIOS 

per risk profile

Source: BNP Paribas, as of 31 December 2019
Optimised Model Portfolio simulated returns are in USD terms, including dividends, coupons, and currency impact, 
rebalanced at end of each month.
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D I S C R E T I O N A R Y  P O R T F O L I O  M A N A G E M E N T  ( D P M ) -
WORDS FROM THE DPM DESK

 >50% of our Assets under Management (AuM) are in Tailor-Made mandates

 We have a strong niche in the institutional arena - Almost 20% of DPM’s AUM are from charitable
endowments, charitable societies, religious organisations, country clubs, cooperative societies and clan
associations

KEY STRENGTH: MANAGEMENT OF TAILOR-MADE MANDATES CATERED FOR KEY CLIENTS

WHY USE DPM?

WHAT ARE OUR KEY STRENGTHS? 

YOUR TIME IS PRECIOUS

Discretionary Portfolio Management (DPM) 
provides a professional portfolio management 
service that frees up your time

Our priority is to help you realise your 
investment goals through long-term 
compounding of returns

RISK CONTROL IS PART OF OUR DNA

Our marketing materials provides a summary of 
key risks - we will go through it together and 
answer any questions you may have so that you 
fully understand the risk profile of your 
mandate

Our risk control processes are clearly defined 
and scrupulously applied, and we adhere to 
prudent investment management rules

YOUR INVESTMENT PARTNER

Our team of experienced portfolio managers has 
an average investment experience of ~18 years, 
with extensive experience in Global and Asia 
investing. 

We work tirelessly managing your investment 
portfolio, following clearly defined investment 
philosophies and processes that cover asset 
allocation and instrument selection

INVEST WITH US FOR PEACE OF MIND

DPM is transparent: you can see all underlying 
instruments and every transaction

We can keep you updated with regular 
discussions and detailed reports on your 
mandate

 While we are part of the global investment capability, the local portfolio team is empowered with full
ownership of their portfolios.

 The investment team is focused on pursuing high quality investment performance, and it compares very
favorably against the most highly respected fund managers.

GLOBAL CAPABILITY WITH DEEP LOCAL EXPERTISE

THE EXPERTISE OF THE DISCRETIONARY PORTOFLIO MANAGEMENT TEAM
COULD HELP YOU REALISE YOUR INVESTMENT OBJECTIVES

TRUST IS THE CORNERSTONE OF DPM SERVICES

Source: BNP Paribas
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and/or representatives and/or employees may take proprietary positions and may have a long or short position or other
interests or make a market in a product mentioned in this document, or in derivative instruments based thereon, and may
purchase and/or sell the investment(s) at any time in the open market or otherwise, whether as principal or as agent or as
market maker. Additionally, BNP Paribas and/or persons associated or connected with it may have within the previous
twelve months acted as an investment banker or may have provided significant advice or investment services to the
companies or in relation to a product mentioned in this document.

This document is confidential and intended solely for the use of BNP Paribas and its affiliates, their respective directors,
officers and/or employees and the persons to whom this document has been delivered. It may not be distributed, published,
reproduced or disclosed by any recipient to any other person, nor may it be quoted or referred to in any documntering into
any transaction, each investor/subscriber should fully understand ent, without the prior written consent of BNP Paribas.

Hong Kong: This document is distributed in Hong Kong by BNP Paribas, acting through its Hong Kong branch only to
Professional Investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong
(Cap. 571). The products or transactions described in this document may not be authorised in Hong Kong and may not be
available to Hong Kong investors.

Singapore: This document is distributed in Singapore by BNP Paribas, acting through its Singapore branch only to
Accredited Investors within the meaning of the Securities and Futures Act, Chapter 289 of Singapore only and is not
intended for investors in Singapore who are not such Accredited Investors and should not be passed on to any such
persons. Some products or transactions described in this document may not be authorised in Singapore and may not be
available to Singapore investors.

Save to the extent provided otherwise in Clause 6.5 of the Terms and Conditions applicable to your account, information in
this document is for general circulation to the intended recipients only and is not intended to be a recommendation or
investment advice to recipients hereof. A recipient of this document should seek advice from its/his own professional
adviser regarding the suitability of the products or transactions (taking into account the recipient's specific investment
objectives, financial situation and particular needs) as well as the risks involved in such products or transactions before a
commitment to purchase or enter into any product or transaction is made.

Please note that this document may relate to a product or products where BNP Paribas is issuer, and in such instance this
document or certain information contained therein may have been prepared by BNP Paribas in its capacity as product
issuer (“Issuer Document”). Where an Issuer Document is provided to you by BNP Paribas, acting through its Hong Kong
branch or BNP Paribas, acting through its Singapore branch in its capacity as distributor, it shall also be subject to Clause
6.5 of BNP Paribas Wealth Management’s prevailing Terms and Conditions applicable to your accounts (“T&Cs”). To the
extent that there are any inconsistency between the terms of an Issuer Document and Clause 6.5 of the T&Cs, the latter
shall prevail.

Generally, please take note that various potential and actual conflicts of interest may arise from the overall investment
activities or the roles of the parties involved in any investment product or transaction, their investment professionals
and/or their affiliates. In particular, the counterparty / issuer / provider or its related entities or affiliates can offer or
manage other investments which interests may be different to the interest of your investments in that investment product
or transaction; or for cases where the product counterparty or issuer is BNP Paribas or its related entity or affiliate, BNP
Paribas may also act as distributor, guarantor, calculation agent and/or arranger of the same product.



DISCLAIMER (CONTINUED)

BNP Paribas and its affiliates and persons associated or connected with it (collectively "BNP Paribas Group") may make a
market in, or may, as principal or agent, buy or sell securities mentioned in this document or derivatives thereon. BNP
Paribas Group may have a financial interest in the issuers mentioned in this document, including a long or short position in
their securities, and/or options, futures or other derivative instruments based thereon. BNP Paribas Group, including its
officers and employees may serve or have served as an officer, director or in an advisory capacity for any issuer mentioned
in this document. BNP Paribas Group may, from time to time, solicit, perform or have performed investment banking,
underwriting or other services (including acting as adviser, manager, underwriter or lender) within the last 12 months for
any issuer referred to in this document. BNP Paribas Group may, to the extent permitted by law, have acted upon or used
the information contained herein, or the research or analysis on which it was based, before its publication. Members of the
BNP Paribas Group may face possible conflicts of interest in connection with certain duties under structured products. For
example, it and its affiliates may trade an underlying for their own account or for the account of others. It or its affiliates
may receive a portion of the management or other fees charged with any of the underlyings. BNP Paribas may offer other
services to entities associated with an underlying, for which they may be remunerated. All of these activities may result in
conflicts of interest with respect to certain financial interests of BNP Paribas.

Where this document includes a reference to real estate, please note that real estate service offered in Hong Kong by BNP
Paribas, acting through its Hong Kong branch exclusively relates to real estate properties outside Hong Kong. Specifically,
BNP Paribas, acting through its Hong Kong branch is not licensed to deal with any real estate property situated in Hong
Kong. BNP Paribas, acting through its Singapore branch is not licensed to and does not offer real estate service, and
nothing herein should be construed as such.

By accepting this document you agree to be bound by the foregoing limitations.

In case there is a Chinese version of this document and there is any discrepancy between the English and Chinese versions,
the English version shall prevail.
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