
What 2020 Holds for Investors. 

From State Street Global Advisors
“2020 is not a year of recession,” said Rick Lacaille, global chief investment of-
ficer at State Street Global Advisors. “We expect the global economic recovery to 
continue into 2020 against a backdrop of continued monetary easing, policy shifts 
and persistent pockets of resilience. Low inflation, robust consumer spending and a 
relatively strong global services sector combine to propel the cycle forwards. There 
are clear risk factors but overall, we expect world real GDP growth of 3.4 percent, 
up from our projection of 3.2 percent in 2019.”

Long term growth potential in emerging market (EM) and Asia Pacific equities
“Despite current headwinds, over the longer term, value may be realized in EM equi-
ties, although investors may require a bit of patience”, said Kevin Anderson, head of 
investments in the Asia Pacific region at State Street Global Advisors. “Catalysts to 
value creation in emerging markets include a pickup in flows as the EM benchmark 
expands, modulation in US-China trade tensions and increasing allocation to EM by 
global funds, alongside improving fundamentals in domestic markets and longer-term 
GDP growth due to demographics and structural reforms. As we await those cata-
lysts, it’s important to note that currently EM equity returns are relatively widely 
dispersed which suggests opportunity for careful stock selection.”

From Morgan Stanley 
Morgan Stanley economists believe the simultaneous easing of trade tensions and 
monetary policy will offer a late-cycle lift for the global economy. Their forecast calls 
for 3.2% global GDP growth next year, followed by 3.5% in 2021.

Emerging Markets: Earnings Upside
Trade tensions and tariffs made 2019 difficult for many emerging markets, but a bet-
ter ex-U.S. global growth outlook may change that narrative. For 2020, Garner and 
his team have raised their stance on EM equities from underweight to equal weight.  
“EM equities typically perform better during periods of global economic re-acceler-
ation and U.S. dollar weakness. As a result, our earnings forecasts suggest growth of 
12% for EM in 2020.”

Emerging-market debt is likely to get off to a strong start in the first half of the year 
as global investors return to these markets. Consistent with previous calls, cross-asset 
strategists recommend selling U.S. dollars and buying emerging-market fixed income. 
“We see slight outperformance of local currency debt as currency gains plus carry 
drive returns,” says James Lord, head of EM Fixed Income Strategy. “Think bullish, 
but don’t get greedy.”

From Citi Group 
“Advanced economy central banks traveled back in time and return to their easy 
monetary policies of the past in order to save their future economic expansions.  
Combined with easing U.S. - China trade tensions, this led to a power equity market 
rally in 2019 with the MSCI All Country World Index rising north of 20% year-to-date.”

On Emerging Asia 
Citi expects “trade, Fed policy and Chinese domestic reflation are the key forces 
which will impact Asian and broader EM equities in the months ahead.  A trade resolu-
tion could lead to a rebound in cyclical shares.”

The only overweight is EM Asia Pacific vs neutral and underweight rating for EM Latin 
America and EM Europe, Middle East and Africa, respectively.

Figure 1.  Morgan Stanley’s EPS Growth Forecasts 
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