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Equities Upgraded this month as we see more upside. Equities are attractive relative to bonds, with a preference for emerging 
markets and Japanese equities.

Government Bonds Downgraded as valuations remain negative, momentum has weakened and the Fed has signaled the intention to 
pause the easing cycle. We retain bonds in the portfolios as a hedge against a further deterioration in growth.

Commodities We retain our positive view as global liquidity conditions remain abundant.

Credit Demand for credit remains strong and appears likely to continue, given the broadly dovish orientation of the Fed, 
European Central Bank (ECB) and emerging market monetary policy.
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US Unattractive valuations, coupled with optimistic earning expectations and the 2020 election risk, could prove to be 
headwinds.

UK Outlook is marginally more optimistic as the Bank of England continue to push back against suggestions of future 
rate cuts whilst the probability of a “no deal” Brexit seems remote.

Europe
Recent economic indicators in Europe suggest some stabilisation, whilst the forecast for 2020 earnings growth 
remains on a par with the rest of the world. The weakness in the euro will also provide support to export-driven 
sectors.

Japan Valuations are more attractive than most other developed markets, whilst the typical headwinds for exporters - such 
as a strong yen - and the risk to domestic demand, post the consumption tax hike, are now reducing.

Pacific ex-Japan Growth momentum in the region continues to be weak and expectations of further accommodative monetary 
policies are priced in.

Emerging Markets Attractive valuations, positive earnings revision and the weaker USD drive our upgrade.

G
ov

er
nm

en
t B

on
ds

US Downgraded due to signs of easing geopolitical tensions, as the US and China agree the outline of a potential “mini” 
trade deal.

UK Risk of a “no deal” Brexit outcome has receded, however we remain concerned over the prospect for fiscal 
expansion following the outcome of the UK general election on 12 December.

Germany Downgraded due to signs of stabilisation in the economic data and an indication that the ECB has reached its limits 
on monetary policy.

Japan Downgraded due to a reduction in trade war risks and limits to monetary policy given yields are still trading 
negatively.

US Inflation Linked Remain positive due to the impact of tariffs and after a lift in shorter-term core inflation (CPI).

Emerging Markets Local Remain at neutral due to significant tightening of credit spreads and cyclical risks.

Positive NeutralPositive/
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Neutral/
Negative

Negative

Up from last month Down from last month
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t US We continue to favour the US in light of strong technicals and a dovish Fed.

Europe Maintain at neutral. European investment grade increasingly suffers from negative yields and high levels of supply.

Emerging Markets USD We retain our positive view, given the strong backdrop for demand remains and the broadly dovish orientation of EM 
monetary policy.
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it US Remain positive due to the Fed’s dovish stance, better-than-expected earnings and supply not growing year to date.

Europe Fundamentals are weak and there is more “call risk” (the risk that a bond issuer will redeem its bonds before they 
mature) than the market is currently pricing.
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Energy The impact of potential geopolitical tensions offsets the effects of softening economic sentiment.

Gold Cyclical models still point to slowdown. Gold continues to be supported by the provision of liquidity by central banks.

Industrial Metals Price upside continues to be restrained by growth headwinds, while downside is limited by central bank dovishness.

Agriculture Prices now largely reflect the lacklustre outlook. Inventory should remain elevated in 2020 and the US-China trade 
war show little signs of a long-term resolution.

Cu
rr

en
ci

es

US $ We are awaiting signs of firmer global growth or stabilisation before further revising our view.

UK £ Pound (GBP) has gained to levels near the post-Brexit average; high frequency indicators indicate surprisingly 
weaker growth prospects so we will wait for GBP to price this in.

EU € Mirroring the dollar view, we are more positive on the euro but need to see firmer signs of a recovery in European 
growth emerge after PMIs have troughed.

JAP ¥ We have been removing yen positions as a hedge, but – as with the dollar view - we await signs of global growth 
recovery before changing our score.

Swiss F The Swiss Franc is unlikely to move following its lack of any trend this year and as European growth signals have not 
been strong enough. The Swiss National Bank is likely to remain vigilant for signs of any strength.

 
Past performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and 
investors may not get back the amounts originally invested.

Source: Schroders, November 2019. The views for equities, government bonds and commodities are based on return relative to cash in local currency. The views for 
corporate bonds and high yield are based on credit spreads (i.e. duration-hedged). The views for currencies are relative to US dollar, apart from US dollar which is relative to 
a trade-weighted basket.
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A review of markets in November when 

shares in developed markets moved higher but 

emerging markets lagged.

HIGHLIGHTS
• Global equity markets were broadly higher in November, with 

the exception of emerging markets, which struggled with a 
stronger US dollar. Government bonds yields rose (meaning 
prices fell).

• US equities rose on hopes of a preliminary US and China 
trade deal. IT stocks performed well while less economically 
sensitive sectors – like utilities and real estate – were 
weaker.

• Eurozone equities also rose, supported by some improving 
data from the manufacturing sector. Christine Lagarde took 
over as president of the European Central Bank.

• In the UK, international considerations largely took a back 
seat over November as domestically-focused areas of the 
market performed very well and sterling extended its recent 
recovery.

• Japanese shares ended higher and the yen weakened 
slightly against major currencies across the month.

• Emerging market equities fell. A number of markets sensitive 
to US dollar strength lagged, most notably in Latin America.

• Bond markets reflected the better mood as government 
bond yields rose (i.e. prices fell) and corporate bonds 
outperformed. 

THE US
US equities rose in November, amid hopes of a preliminary 
US-China trade deal. This was despite an indignant Chinese 
response to President Trump’s support of protests in Hong Kong 

SAR late in the month. The response served as a reminder to 
investors that relations remain strained. US economic data was 
broadly positive and helped support investor sentiment. The 
US economy expanded by 2.1% (annualised) in Q3; better than 
expected and stronger than in Q2.

Although the Q3 US earnings season saw companies 
overwhelmingly beat expectations - over 70% of companies 
reported better-than-expected results – absolute earnings fell 
-2.4% year-on-year. Expectations remain weak, given a number of 
headwinds. The number of companies upgrading their forecasts 
fell in Q3, with consensus expectations for Q4 earnings to fall.

Even so, it was more cyclical stocks (i.e. those whose 
businesses do better in times of economic strength) that 
broadly outperformed. IT stocks were among the strongest over 
the month given trade optimism. Less economically sensitive 
sectors – like utilities and real estate – were weaker.

EUROZONE
Eurozone equities gained, helped by some improving economic 
data. The flash composite purchasing managers’ index (PMI) 
for November dipped to 50.3 (50 is the level that separates 
expansion from contraction, and the survey is based on 
responses from companies in the manufacturing and services 
sectors). However, the manufacturing PMI picked up to 47.1 
from 46.6 in October. The German Ifo business climate indicator 
(based on a survey of firms in Germany) also showed modest 
improvement, rising to 95.0 in November from 94.7 in October. 

Christine Lagarde took over as president of the European 
Central Bank on 1 November. In her first major speech she urged 
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governments to boost public investment in order to increase 
domestic demand in Europe’s economy.

The IT, healthcare, materials and industrials sectors led the 
advance. By contrast, utilities and communication services saw 
negative returns. Among telecoms stocks, Deutsche Telekom 
announced it was lowering its dividend to cover the cost of 5G 
investment. The car industry was in focus as Daimler announced 
10,000 job cuts over the next two years. Meanwhile, France’s 
luxury goods group LVMH bought US jeweller Tiffany & Co for 
$16.6 billion.

Spain held another inconclusive election; the incumbent 
Socialists remained the biggest party and agreed a coalition 
with left-wing Podemos. However, they will likely also need the 
support of regional nationalist parties. At month-end, Germany’s 
Social Democrats (SPD) elected new left-wing leaders in a move 
that could potentially destabilise the grand coalition between the 
SPD and Angela Merkel’s Christian Democrats. 

UK
International considerations largely took a back seat in 
November as domestically-focused areas of the UK equity 
market performed very well and sterling extended its recent 
recovery. This occurred amid a reduction in Brexit and political 
uncertainty as opinion polls showed the incumbent Conservative 
Party enjoying a comfortable lead ahead of the general election 
on 12 December.

If this lead translates into votes, the party is expected to return 
as the next government with a majority. This will allow the 
withdrawal agreement to be pushed through parliament, and 

for the UK to leave the European Union by the end of January, 
entering a transition period when trade negotiations will begin.

Sentiment towards the domestic areas of the market was also 
helped by an improving outlook for the UK economy next year 
due to an expected increase in government spending. Both 
the Conservatives and Labour have made significant spending 
pledges as part of their election campaigns and economists 
say this could translate into a pick-up in UK GDP growth in late 
2020/2021. 

Latest GDP figures confirmed the UK economy had  avoided 
entering a technical recession in the third quarter after 
contracting in the previous quarter. Real GDP growth was 0.3% 
quarter-on-quarter, although this did disappoint consensus 
expectations of 0.4% growth. Overall, the data suggests that the 
economy is coping with the uncertainty from Brexit. Households 
continue to spend, though businesses remain cautious.

JAPAN
After a strong start to the month, the Japanese equity market 
consolidated to end November 1.9% higher. The yen weakened 
slightly against major currencies across the month.

Fluctuating sentiment on trade issues was exacerbated by an 
escalation of unrest in Hong Kong SAR. Moves within the US 
to express official support for the protesters and minorities in 
China have added an extra layer of political uncertainty to the 
trade relationship. As Japan is a major trading partner for both 
parties in the dispute, the equity market continue to be primarily 
influenced by short-term reactions to overseas news flow rather 
than domestic developments.



Economic data released in November tended to be weaker 
than expectations. Investors are looking closely at the effects 
of the consumption tax increase, which was implemented on 
1 October. The direct inflationary impact certainly seems to be 
less than anticipated, implying that underlying price pressure 
is weak. Unfortunately, data on consumption and retail sales 
is complicated by the effects of the devastating typhoon that 
struck central Japan in the same month.

The most recent quarterly reporting season for Japanese 
companies ended in November and was generally in line with 
expectations. The overall impression from the numbers is that 
we may be close to the end of the recent cyclical slowdown in 
earnings.

ASIA (EX JAPAN)
Asia ex Japan equities posted a small gain in November. The 
US and China remained in dialogue over a phase one trade 
agreement, although no deal was reached. A stronger US dollar 
was a headwind for a number of regional markets.

Pakistan rallied sharply and was the best-performing index 
country, led higher by banking stocks. China recorded a positive 
return as the authorities provided modest stimulus in response 
to ongoing soft economic data. Industrial production and retail 
sales growth slowed more than expected in October. Taiwanese 
equities also moved higher as aggregate corporate earnings 
revisions moved higher.

By contrast, the Philippines and Indonesia both finished in 
negative territory and underperformed. South Korea and India 

lagged, largely due to currency weakness. Hong Kong SAR also 
underperformed as ongoing protests continued to weigh on 
sentiment.

EMERGING MARKETS
Emerging market equities fell back in November, following strong 
performance last month. The MSCI Emerging Markets Index 
decreased in value and underperformed the MSCI World.

A number of markets sensitive to US dollar strength lagged, most 
notably in Latin America. Chile and Colombia were the weakest 
index countries, primarily due to currency weakness. Civil unrest 
persisted in Chile, with anti-government protests emerging in 
Colombia. Brazil underperformed as a wider-than-expected 
current account deficit and expectations for further central bank 
easing weighed on the currency.

Pakistan, where banking stocks led the market higher, and 
Argentina posted strong gains and were the best-performing 
index markets. In Argentina, the peso stabilised following the 
presidential elections in October.

By contrast, Turkey registered a strong return and outperformed. 
China also recorded a modest gain and finished ahead of the 
index. Macroeconomic data remained soft but the authorities 
announced modest fiscal and monetary support measures. 
Taiwan also posted a positive return as earnings revisions were 
positive.

GLOBAL BONDS
Investor sentiment remained positive in November amid hopes 
of progress towards a deal between the US and China and a 



moderately better outlook for the economy. Government bond 
yields rose, while corporate bonds outperformed.

The US 10-year Treasury yield increased nine basis points (bps) 
to 1.78%. A strong “risk-on” tone early in the month pushed 
the 10-year yield back toward 2%. Investor optimism was then 
tempered, however, as President Trump threatened to raise 
tariffs if no agreement was reached, highlighting the continued 
difficulty in reaching a deal. US data was broadly positive, with 
Q3 growth revised up, leading indicators exceeding expectations 
and signs of a pick-up in housing and construction.

In Europe, German and French 10-year yields each rose five bps, 
to -0.36% and -0.05% respectively. Italy’s 10-year yield rose 31bps 
to 1.23%, and Spain’s by 18bps to 0.42%. New European Central 
Bank President Christine Lagarde called for governments to 
support their economies. Data showed the eurozone economy 
should continue to see weak expansion.

The UK 10-year yield increased 7bps to 0.70%. Sterling was over 
1% higher against the euro, but unchanged against a broadly 
stronger US dollar. Sentiment toward the UK is improving on 
growing expectations of a clear victory for the incumbent 
Conservative party in the general election.

Corporate bonds outperformed government bonds, with the 
riskier high yield part of the market performing well, particularly 
in Europe. Investment grade corporate bond yields rose, but they 
outperformed due to the returns from income, with the US dollar 
market producing positive returns in total.

Sterling-based corporate bonds benefited from political 
developments. (Investment grade bonds are the highest quality 

bonds as determined by a credit ratings agency. High yield bonds 
are more speculative, with a credit rating below investment 
grade.)

Emerging market (EM) government bond markets declined over 
the month with currencies broadly weakening versus the dollar. 
The performance of individual countries differed significantly. EM 
corporate bonds saw a positive return led by high yield.  

Convertible bonds, as measured by the Thomson Reuters Global 
Focus index, gained 1.6% in US dollar terms with stock markets 
moving higher in the month. Valuations moved sideways with 
European and US convertibles trading slightly above fair value. 
On the other hand, Asian and to a lesser extent Japanese 
convertibles remain cheaper. 

COMMODITIES
The S&P GSCI Spot Index recorded a modest gain in November, 
with soft commodities registering strong returns. Spot palm 
oil (+16.7%) prices were sharply higher after adverse weather 
weighed on the supply outlook. The energy component 
delivered a more modest gain. Brent crude advanced 3% ahead 
of the December OPEC (Organisation of Petroleum Exporting 
Countries) meeting while natural gas rallied 17%.

Conversely, the combination of a stronger US dollar and 
uncertainty over a potential US-China phase one trade deal 
weighed on industrial metals prices. Spot nickel prices fell 
-18.4% as the world’s largest producer, Indonesia, lifted export 
restrictions for some companies. Gold and silver fell -3.2% and 
-6%, respectively.



TOTAL RETURNS (NET) % – TO END NOVEMBER 2019

1 MONTH 12 MONTHS
Equities USD EUR GBP USD EUR GBP
MSCI World 2.8 4.0 2.8 14.5 17.6 13.0
MSCI World Value 2.0 3.2 2.1 9.0 11.9 7.5
MSCI World Growth 3.5 4.7 3.5 20.2 23.5 18.6
MSCI World Smaller Companies 3.2 4.5 3.3 10.7 13.7 9.2
MSCI Emerging Markets -0.1 1.0 -0.1 7.3 10.2 5.8
MSCI AC Asia ex Japan 0.2 1.4 0.3 7.8 10.7 6.3
S&P500 3.6 4.9 3.7 16.1 19.2 14.5
MSCI EMU 1.5 2.7 1.5 13.7 16.8 12.1
FTSE Europe ex UK 1.4 2.6 1.4 15.2 18.3 13.7
FTSE All-Share 2.2 3.4 2.2 12.5 15.6 11.0
TOPIX* 0.6 1.8 0.7 8.4 11.3 6.9

1 MONTH 12 MONTHS
Government Bonds USD EUR GBP USD EUR GBP
JPM GBI US All Mats -0.3 0.9 -0.3 10.2 13.2 8.7
JPM GBI UK All Mats -0.9 0.3 -0.8 13.2 16.2 11.6
JPM GBI Japan All Mats** -1.7 -0.5 -1.6 7.2 10.1 5.8
JPM GBI Germany All Traded -1.6 -0.4 -1.5 2.3 5.0 0.9
Corporate Bonds USD EUR GBP USD EUR GBP
BofA ML Global Broad Market Corporate -0.3 0.9 -0.2 11.9 14.9 10.4
BofA ML US Corporate Master 0.2 1.4 0.2 15.6 18.7 14.0
BofA ML EMU Corporate ex T1 (5-10Y) -1.5 -0.3 -1.4 6.6 9.5 5.2
BofA ML £ Non-Gilts -0.2 0.9 -0.2 12.1 15.1 10.6
Non-investment Grade Bonds USD EUR GBP USD EUR GBP
BofA ML Global High Yield 0.3 1.5 0.3 10.1 13.1 8.6
BofA ML Euro High Yield -0.2 0.9 -0.2 6.7 9.5 5.2

 
Source: Thomson Reuters DataStream.  
Local currency returns in November 2019: *1.9%, **-0.4%.  
Past performance is not a guide to future performance and may not be repeated. 
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