The December slump was among the worst
in history
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Volatility returned to the US equity market with stocks dropping to the brink of a bear (slow
growth) market in December. Sectors such as utilities, real estate, healthcare and consumer
staples didn’t fall as sharply as energy or financials; the worst performers over the month.



Coming into the first quarter 2019, the outlook for US equity markets is neutral as our
indicators (valuation, trend, economic environment, and risk aversion) deliver mixed signals.

Europe (including UK)



European and UK equity markets continuing the downward trend that characterised the
second half of the year. The investor sentiment continued to be weighed down by political
noise – Brexit, trade tensions and weaker oil prices.



The domestic demand continues to drive the European economy. Valuations are attractive in
many sectors.

Asia Pacific (ex Hong Kong ex China ex Japan)

Source: Thomson Reuters Datastream, total returns in
local currency unless otherwise stated. Data as of
December 31, 2018. YTD refers to year-to-date.



Asian equities fell, finishing the year in negative territory. The initial optimism towards a
truce on trade conflict between China and the US was challenged and market volatility
continued throughout the month.

Global Outlook



We believe Asian markets may regain favor from international investors in 2019. We
believe economic fundamentals in most countries are expected to be robust on the back
of healthy labour markets and governments’ pro-growth policies.

Global equity markets fell in December to
round off their worst year since the global
financial crisis. Markets were rattled by a
myriad of concerns. Global equity markets
were led lower by the US and political turmoil
in Washington which unsettled markets
further. UK and European equity markets also
fell in December impacted by global concerns
such as the possibility of a global economic
slowdown, falling Brent crude oil prices, and
Brexit uncertainty.

Hong Kong and Mainland China (H-shares)



Offshore Chinese equities registered a negative return in December, among the worst
performing markets in Asia over the month. Slower economic growth and doubts over
whether China and the US can make concrete progress over trade conflict through
negotiations dragged down market performance.



We believe consumption and service will continue to be key drivers to economic growth as
the government strives for high quality growth and continues with economic rebalancing.

Japan



Japan’s equity market ended the year just off its 2018 lows amidst growing concerns over
a global economic downturn, lingering US-China trade tensions, oil price weakness and yen
strength relative to the US dollar.



Looking forward to 2019, although we are aware of the increased macro and market
uncertainties externally, Japan’s sustained recovery may not be derailed given several
ongoing structural changes.

Fixed Income



Corporate bond returns were mixed during December. Amid an uncertain backdrop,
investment grade bonds generally outperformed high yield bonds, with the former
benefitting from higher sensitivity to interest rates.



In the US, we believe peak levels of growth are behind us and expect to see slowing in the
second half of 2019. Outside the US, there are also signs of softening growth.

Emerging Markets



In December, emerging equity markets were not immune to the broad sell-off either, but
losses were much smaller than those in developed markets. Asia was the weakest
performing region, dragged lower by China and India.



Over the medium term, our outlook for emerging markets is cautiously optimistic.
Economic and corporate fundamentals remain solid, and these economies remain the
biggest driver of global growth.

From the perspective of Hong Kong pension investing. All data are sourced from Invesco dated January 21,
2019, unless otherwise stated.
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Important information
This document is produced by Invesco Hong Kong Limited (景順投資管理有限公司)
This document has been prepared only for those persons to whom Invesco has provided it for informational purposes only.
This document is not an offering of a financial product and is not intended for and should not be distributed to, or relied upon,
by members of the public. Circulation, disclosure, or dissemination of all or any part of this document to any person without
the consent of Invesco is prohibited.
This document may contain statements that are not purely historical in nature but are “forward-looking statements,” which
are based on certain assumptions of future events. Forward-looking statements are based on information available on the
date hereof, and Invesco does not assume any duty to update any forward-looking statement. Actual events may differ from
those assumed. There can be no assurance that forward-looking statements, including any projected returns, will materialize
or that actual market conditions and/or performance results will not be materially different or worse than those presented.
The information in this document has been prepared without taking into account any investor’s investment objectives,
financial situation or particular needs. Before acting on the information the investor should consider its appropriateness
having regard to their investment objectives, financial situation and needs.

You should note that this information:




may contain references to amounts which are not in local currencies;
may contain financial information which is not prepared in accordance with the laws or practices of your country of
residence;




may not address risks associated with investment in foreign currency denominated investments; and
does not address local tax issues.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed.
Investment involves risk. Please review all financial material carefully before investing. The opinions expressed are based on
current market conditions and are subject to change without notice. These opinions may differ from those of other Invesco
investment professionals.
The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons into whose
possession this marketing material may come are required to inform themselves about and to comply with any relevant
restrictions. This does not constitute an offer or solicitation by anyone in any jurisdiction in which such an offer is not
authorized or to any person to whom it is unlawful to make such an offer or solicitation.
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