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We have been in what we call the “Age of Uncertainty” in investment markets in 2019. Trade
tensions and recession worries, as well as a host of other issues have created elevated
economic, political and policy uncertainty all year. And if we study the themes that have been
trending across the financial media, the viral narratives of the year have been around global
recession and political uncertainty.
But fascinatingly, against this backdrop of the Age of Uncertainty, investment market
performance has been incredibly good. Equity markets have returned over 20 percent in 2019,
fixed income markets are up strongly too, and alternatives, particularly private equity and hedge
funds, have also performed. We have seen a positive breadth to performance across all asset
classes. That’s not unusual. But it is notable.
If the environment is so uncertain and feels so risky, why are investment markets performing so
well?
First off, much of the political uncertainty has been about threats and sentiment, rather than
actual policy action. Second, equity markets already discounted quite a lot of bad news coming
into 2019, and that meant that negative surprises in macro and profits news were not so
surprising for the market. Third, and the critical part of the story, has been the global policy pivot
by policymakers. So policy has moved away from incremental tightening at the start of the year
and gone to decisive policy easing at the Fed, at the ECB, and in China, and around the rest of
the world. And this policy pivot has forced bond yields down to secular lows in 2019, into negative
rates in Europe and Japan, and sent Treasury yields back to post-crisis lows. That, in turn, has
supported risk asset classes strongly.
So even in the current Age of Uncertainty, it’s meant that rushing to a defensive asset allocation,
although that might have felt safe at the time that was a costly strategy for investors who did that
in 2019.
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So what comes next? Well, a big question is around how this Age of Uncertainty dynamic plays
out next. There remain a lot of big unresolved political and macro issues. Will they playout
adversely or could they be more benign?
At a minimum, lingering uncertainty probably caps the animal spirits in the economy and rules
out a strong and synchronized growth scenario in 2020. But the good news, though, is that after
a difficult 2019 for the economy, our nowcast shows that the global economy is in a process of
cyclical bottoming.
So looking forward, we what we call a “favorable baseline” for the economy in 2020, and that
means slow and steady growth, persistent low inflation, continued accommodative policy, and
mid-single-digit corporate earnings growth.
U.S. economic outperformance is likely to fade a bit toward trend in 2020, while Europe and
Japan remain the laggards. In China, a further gradual pickup in growth is likely and our nowcast
is improving slowly. Chinese policymakers remain ready to provide further support in the event
of any renewed slowdown. And in emerging markets, our Asia nowcast is now recovering
strongly, and tech and trade cycles are improving too.
Even so, the economic outlook remains vulnerable to shocks in this Age of Uncertainty today.
Well, today, market pricing looks relatively attractive for some risky asset classes, especially
versus the negative inflation-adjusted returns on offer in cash and in core fixed income. We think
that the investment strategy today should be about compounding carry. In equities, this means
Europe and emerging markets where dividend and earnings yields still look good. Or in fixed
income, parts of the market where rate duration is relatively low and yields are decent, like Asia
credits. And we also advocate a so-called “smart diversification”. Global bonds have been great
risk hedges for multi-asset investors in recent years, but we might need to move beyond core
bonds to find effective diversification going forward.
Good investment strategy, as always, is about adapting to change, and in the Age of Uncertainty,
we need to be dynamic how we build our asset allocation, and to expand our investment strategy
across more geographies, into new asset classes, and into new investment styles.
Disclaimer text using disclaimer from video, for example:
This video commentary can be distributed to non-professional investors as defined by
the Markets in Financial Instruments Directive within countries set out below.
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The value of investments and the income from them can go down as well as up and
investors may not get back the amount originally invested. Past performance contained
in this video is not a reliable indicator of future performance whilst any forecasts,
projections and simulations contained herein should not be relied upon as an indication
of future results. Where overseas investments are held the rate of currency exchange
may cause the value of such investments to go down as well as up. Investments in
emerging markets are by their nature higher risk and potentially more volatile than those
inherent in some established markets. Economies in Emerging Markets generally are
heavily dependent upon international trade and, accordingly, have been and may
continue to be affected adversely by trade barriers, exchange controls, managed
adjustments in relative currency values and other protectionist measures imposed or
negotiated by the countries with which they trade. These economies also have been and
may continue to be affected adversely by economic conditions in the countries in which
they trade. Mutual fund investments are subject to market risks, read all scheme related
documents carefully.
This commentary provides a high level overview of the recent economic environment, and is for
information purposes only. It is a marketing communication and does not constitute investment
advice or a recommendation to any reader of this content to buy or sell investments nor should
it be regarded as investment research. It has not been prepared in accordance with legal
requirements designed to promote the independence of investment research and is not subject
to any prohibition on dealing ahead of its dissemination.
The contents of this video may not be reproduced or further distributed to any person or entity,
whether in whole or in part, for any purpose. All non-authorized reproduction or use of this video
will be the responsibility of the user and may lead to legal proceedings. The material contained
in this video is for general information purposes only and does not constitute advice or a
recommendation to buy or sell investments. Some of the statements contained in this video may
be considered forward looking statements which provide current expectations or forecasts of
future events. Such forward looking statements are not guarantees of future performance or
events and involve risks and uncertainties. Actual results may differ materially from those
described in such forward-looking statements as a result of various factors. We do not undertake
any obligation to update the forward-looking statements contained herein, or to update the
reasons why actual results could differ from those projected in the forward-looking statements.
This video has no contractual value and is not by any means intended as a solicitation, nor a
recommendation for the purchase or sale of any financial instrument in any jurisdiction in which

PUBLIC

such an offer is not lawful. The views and opinions expressed herein are those of HSBC Global
Asset Management at the time of preparation, and are subject to change at any time.
All data from HSBC Group unless otherwise specified. We accept no responsibility for the
accuracy and/or completeness of any third party information obtained from sources we believe
to be reliable but which have not been independently verified.
HSBC Global Asset Management is a group of companies in many countries and territories
throughout the world that are engaged in investment advisory and fund management activities,
which are ultimately owned by HSBC Holdings Plc. HSBC Global Asset Management is the
brand name for the asset management business of HSBC Group.
The above communication is distributed by the following entities:
in Bermuda by HSBC Global Asset Management (Bermuda) Limited, of 37 Front Street,
Hamilton, Bermuda which is licensed to conduct investment business by the Bermuda Monetary
Authority; in Canada by HSBC Global Asset Management (Canada) Limited which is registered
in all provinces of Canada except Prince Edward Island; in France by HSBC Global Asset
Management (France), a Portfolio Management Company authorized by the French regulatory
authority AMF (no. GP99026); in Hong Kong by HSBC Global Asset Management (Hong
Kong) Limited, which is regulated by the Securities and Futures Commission; In India by
HSBC Asset Management (India) Pvt. Ltd, 16 V. N. Road, 3rd Floor, Fort, Mumbai 400001, which
is registered to conduct investment management business with SEBI; in the United Arab
Emirates, Qatar, Bahrain & Kuwait by HSBC Bank Middle East Limited which are regulated
by relevant local Central Banks for the purpose of this promotion and lead regulated by the Dubai
Financial Services Authority; in Oman by HSBC Bank Oman S.A.O.G regulated by Central Bank
of Oman and Capital Market Authority of Oman; in Switzerland by HSBC Global Asset
Management (Switzerland) Ltd whose activities are regulated in Switzerland and which activities
are, where applicable, duly authorized by the Swiss Financial Market Supervisory Authority.
Intended exclusively towards qualified investors in the meaning of Art. 10 para 3, 3bis and 3ter
of the Federal Collective Investment Schemes Act (CISA); in Malta by HSBC Global Asset
Management (Malta) Limited, Business Banking Centre, Mill Street, Qormi QRM 3101 Company
Reg No C20653, which is licensed to provide investment services in Malta by the Malta Financial
Services Authority; in Singapore by HSBC Global Asset Management (Singapore) Limited,
which is regulated by the Monetary Authority of Singapore. HSBC Global Asset Management
(Singapore) Limited is also an Exempt Financial Adviser and has been granted a specific
exemption under Regulation 36 of the Financial Advisers Regulation from complying with
Sections 25 to 29, 32, 34 and 36 of the Financial Advisers Act), Chapter 110 of Singapore; in
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the US by HSBC Global Asset Management (USA) Inc. is an investment advisor registered with
the US Securities and Exchange Commission;
INVESTMENT PRODUCTS:
 Are not a deposit or other obligation of the bank or any of its affiliates;
 Not FDIC insured or insured by any federal government agency of the United
States;
 Not guaranteed by the bank or any of its affiliates; and
 Are subject to investment risk, including possible loss of principal invested.
and in the UK by HSBC Global Asset Management (UK) Limited, who are authorised and
regulated by the Financial Conduct Authority.
Copyright © HSBC Global Asset Management Limited 2018. All rights reserved. No part of this
publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by
any means, electronic, mechanical, recording, or otherwise, without the prior written permission
of HSBC Global Asset Management Limited.
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