Global markets rebounded in January
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United States



The US equity market posted its best month in three years in January on the back of less
aggressive US Federal Reserve (Fed) comments and optimism over US-China trade talk.



We have trimmed our exposure in view of trade tension uncertainty and how the political tug
of war with China will unfold. The yoy earning tailwind from Trump’s tax reform will fade in
2019, and tighter liquidity condition from ongoing interest rate normalization.

Europe (including UK)



European and UK equity markets rose in January. All areas of the market, apart form
communication services, posted positive returns with the best performing sectors being real
estate, consumer discretionary and Information technology.

9.0



We concern that QE may come to an end as the European Central Bank (ECB) sees early
signs of recovery.

4.9

Asia Pacific (ex Hong Kong ex China ex Japan)

Source: Thomson Reuters Datastream, total returns in
local currency unless otherwise stated. Data as of January
31, 2019. YTD refers to year-to-date.



Asian equities reversed year-end declines to close higher in January. Investor sentiment was
buoyed by the Federal Reserve’s (Fed) decision to leave interest rates unchanged and the
diffusion of tensions surrounding the US-China trade talks.



Asian markets may regain favor from international investors in 2019. We believe Asian
equities are trading at attractive valuation, offering a good entry point for long-term
investors.

Global Outlook
January was the best month for global equity
markets in more than seven years. Global
equity markets were boosted by strong
corporate earnings results across the board
and optimism over US-China trade talks. The
US equity market posted its best month in
three years, the UK equity market recorded
the first month of positive returns since the
third quarter of 2018 and European equity
markets also rallied. Asia also performed well
with sentiment towards China bolstered by the
diffusion of tensions surrounding the US-China
trade talks.

Hong Kong and Mainland China (H-shares)



Offshore Chinese equities was the best performing market in Asia. It registered a strong
return. Upbeat sentiments towards emerging market equities boosted by the Fed’s dovish
comments, easing trade tension and improved economic data provide favorable tailwinds.



We believe the Chinese economy is on a sustainable path now towards high quality growth
and will continue to rebalance away from traditional growth drivers into new growth drivers
of consumption and services. In Hong Kong, private consumption growth has been strong
this year and we expect it to remain well supported by a healthy labor market.

Japan



Japanese equities lagged over January as weaker Chinese growth and US-China trade
disruption saw a drop in December exports. Factory output was also lower in December,
down 0.1% month-on month– the seventh monthly drop in nine months – which weighed
further on investor confidence.



We believe the near-term business cycle remained subdued because of unfavorable
corporate earnings. Corporate governance reform continues to progress slowly but
improvements in capital efficiency and profitability.

Fixed Income



Corporate bond markets had a positive start to 2019, while European currency high yield
corporate bonds had their best January since 2012. Given the market’s attraction towards
riskier assets, government bonds were generally weaker, with both Bunds and Treasuries
delivering negative returns.



The 10Y UST yield has levelled off meaningfully from the 3% threshold following expectation
that Fed will pause its rates normalization action in 1H 2019. We see limited value in
government bonds after years of prolonged rally.

Emerging Markets
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Global emerging equity markets enjoyed a strong start to the year with all regions
registering gains. Latin America led the advance, followed by EMEA (Europe, Middle East
and Africa). Asia also performed well with market sentiment towards China bolstered by the
diffusion of tensions surrounding the US-Sino trade talks.



We believe global growth differential will favor Emerging Markets. Even as valuations have
adjusted, the market is monitoring tightening financial conditions via higher US rates and
stronger USD while paying less credence to supportive Emerging Markets fundamentals.

From the perspective of Hong Kong pension investing. All data are sourced from Invesco dated February 25,
2019, unless otherwise stated.

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.

2

