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HONG KONG – Schroders Chief Economist Keith Wade downgrades forecast for 2019 global growth to 2.9% 
from 3.1%, and 2018 forecast to remain at 3.3%. The revised expectation was driven by the slower economic 
growth across major economies, which appears to be converging downward as the US slows and others fail to 
strengthen. 

Keith Wade commented: “Our US growth is forecast at 2.4% in 2019. With core inflation rising, we expect another rate 
hike in December and two more in 2019 before pausing at 3% by mid-2019. However, as US fiscal stimulus fades and the 
economy further slows, the Fed is forecast to cut rates twice and should halt quantitative tightening in 2020.”  

“We expect Eurozone growth to moderate to 1.6% in 2019, as the full effects from the US–China trade tension hits 
European exporters. Inflation is expected to remain under 2%, with higher energy price inflation in 2018 replaced by 
higher core inflation in 2019. The ECB is likely to end quantitative easing this year, before raising interest rates twice in 
2019 and twice again in 2020. 

“We think emerging economies could slow to 4.5% in 2019, as trade tensions and softer tech demand has impacted the 
wider Asian economies. However, with a peak in US rates and the start of tightening cycles elsewhere, we expect the US 
dollar to weaken in 2019 which could be the silver lining for more growth and less inflation across emerging markets.” 

China: secular slowdown continues 

Schroders has made no changes to its China growth forecast, which remains at 6.2% for 2019, but have altered its 
expectations around the currency.  

Keith Wade said: “We do not think inflation will seriously breach the 3% inflation target, leaving monetary policy room 
to manoeuvre as global growth slows more than previously expected.”  

“Moving into 2020, we expect growth to slow further to 6%. This would allow the government to declare victory on its 
target of doubling GDP and per capita incomes from their 2010 level. However, this will likely require further policy 
support given the headwinds faced by the economy such as trade and demographics.” 
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What can investors do in 2019? 

Given the continued expectation of market volatility, Patrick Brenner, Head of Multi-Asset Investments, Asia, 
believes that investment opportunities remain largely in equities.  

Global equities expected to deliver positive returns 

Schroders believes that the earnings growth of global equities remains supportive. The 2019 global earning-per-
shares growth forecast is close to 10%, although it is lower compared to 16% in 2018.  

Patrick Brenner said: “Our models suggest valuations are turning more reasonable after recent corrections. However, 
this improvement has come with worsening momentum signals, which are approaching negative territory. With no 
surprises in the US mid-terms results, we expect investors to soon shift their attention towards fundamentals, including 
earnings, and also the Federal Reserve.” 

Emerging markets expected to outperform Europe equities 

Schroders data showed that emerging markets offers attractive valuations compared to Europe. The earnings 
growth of current year is 14.9% in emerging markets and 7.4% in Europe.  

Brenner added: “Emerging markets equities valuations are attractive, especially following the significant sell-off so far 
this year. Investors may find the strong emerging markets earnings story attractive in coming months. Comparing this to 
Europe, of which valuations appear to be reasonable, momentum and cyclical indicators are still neutral.”  

“Looking at the overall Asia Pacific ex-Japan region, the ongoing trade tension developments, together with local country-
specific risk factors, pose a threat to profits, but we keep a neutral stance. The bright spot appears to be Japan, of which 
we retain a positive view. Attractive Japanese valuations, improving return on equity and increasing capital expenditure 
are compelling reasons for optimism.” 

 

-End- 

 

For further information, please contact: 

Thomas Kwan 
Hume Brophy  

Tel: +852 9018 2500  
Email: thomas.kwan@humebrophy.com  

Ginie Lam  
Schroders (Hong Kong) 

Tel: +852 2843 7725 
Email: ginie.lam@schroders.com  

 

  

mailto:thomas.kwan@humebrophy.com
mailto:ginie.lam@schroders.com


Page 3 of 3   

Schroders plc 

As a global investment manager, we help institutions, intermediaries and individuals meet their goals, fulfil their ambitions, and prepare 
for the future. But as the world changes, so do our clients’ needs. That’s why we have a long history of adapting to suit the times and 
keeping our focus on what matters most to our clients. 

Doing this takes experience and expertise. We bring together people and data to spot the trends that will shape the future. This provides 
a unique perspective which allows us to always invest with conviction. We are responsible for £449.4 billion (€508.2 billion/$593.3 billion)* 
of assets for our clients who trust us to deliver sustainable returns. We remain determined to build future prosperity for them, and for all 
of society. Today, we have 4,600 people across six continents who focus on doing just this. 

We are a global business that’s managed locally. This allows us to always keep our clients’ needs at the heart of everything we do. For 
over 200 years and more than seven generations we’ve grown and developed our expertise in tandem with our clients’ needs and 
interests.  

Further information about Schroders group can be found at www.schroders.com.hk. 

Source: Schroders, all data as at 30 June 2018. 

 

Important Information  

Any security(s) mentioned above is for illustrative purpose only, not a recommendation to invest or divest. 

This document is intended to be for information purposes only and it is not intended as promotional material in any respect. The views 
and opinions contained herein are those of the author(s), and do not necessarily represent views expressed or reflected in other 
Schroders communications, strategies or funds. The material is not intended to provide, and should not be relied on for investment advice 
or recommendation.  Opinions stated are matters of judgment, which may change. Information herein is believed to be reliable, but 
Schroder Investment Management (Hong Kong) Limited does not warrant its completeness or accuracy. 

Investment involves risks. Past performance and any forecasts are not necessarily a guide to future or likely performance. You should 
remember that the value of investments can go down as well as up and is not guaranteed. Exchange rate changes may cause the value 
of the overseas investments to rise or fall. For risks associated with investment in securities in emerging and less developed markets, 
please refer to the relevant offering document. 

The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering 
of investment products. Potential investors should be aware that such investments involve market risk and should be regarded as long-
term investments. 

Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 

This material, including the website, has not been reviewed by the SFC. Issued by Schroder Investment Management (Hong Kong) Limited. 
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