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Cyclical recovery to continue in 2020
•
•
•
•
•

•
•

Lack of skilled resources led to labour hoarding during the manufacturing recession
and prevented spill-over effects to broader economy.
Overweight emerging markets in a global portfolio.
Global monetary developments to strengthen cyclical forces.
ECB and Fed strategy reviews are likely to strengthen inflation expectations.
ECB asset purchases are unlikely to favour “green-assets”, but climate change
considerations should be addressed in economic models and financial stability
regulation.
More expansionary fiscal policies to gain support in the low yield environment.
Equities with moderate but positive returns in 2020 will remain best-performing asset
class.

Dr Karsten Junius, Chief Economist: “Monetary and fiscal policy will support the emerging global
economic recovery in 2020. Difficulties finding skilled labour explain robust income growth, which
supports private demand. While central banks will maintain an easing bias, we do not expect any
policy rate changes in 2020. Inflation rates should slowly but steadily increase over our forecast
horizon, reflecting rising wages but also trade frictions. Political uncertainties will remain an
unpredictable but not an unexpected factor of influence for financial markets throughout this year.”
We expect that central banks will again be successful in stabilising the global economy. The
recession in the manufacturing sector will turn into a moderate recovery even though headwinds for
international trade, geopolitical and political uncertainties will remain high this year. The strategy
reviews of the ECB and the Fed are likely to lead to slightly higher inflation targets or more dovish
monetary policies. These should increase inflation expectations and contribute to higher bond
yields. Low and unchanged policy rates in the major currency areas should prevent significant
changes in foreign exchange rates. As a result, we expect the Swiss-franc to remain at its high level.
Dr Jan Poser, Chief Strategist and Head of Sustainability Research: “We believe that financial
markets will provide ample opportunities in 2020 even though total returns will remain lower than in
2019. Higher inflation expectations will lead to steeper yield curves and higher bond yields. We
therefore recommend underweighting government bonds. Emerging market bonds, as well as
corporate credits, provide better return perspectives with lower duration risks. As policy makers and
businesses are aligning with the global frameworks of the Paris Agreement and the United Nations
Sustainable Development Goals, we believe that sustainable assets will provide unique investment
opportunities in the years to come.”
Equity markets have priced to a good extent a backdrop of firming manufacturing indicators and
favourable liquidity conditions, which should cap upside potential and usher some consolidation in
Q1. We advise overweighting cyclical regional markets, particularly the euro area, the UK and
emerging markets. At the sector level, we favour a blend of growth sectors, including information
technology, healthcare as well as cyclical industries like automobile, chemicals, capital goods and
banks.
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Key predictions at a glance:
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Financial market forecasts
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MSCI World
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2019
2.3
1.8
1.2
1.2
0.8
0.4

2020
1.8
2.2
0.9
1.2
1.3
0.1

2021
1.9
2.4
1.3
1.3
1.3
0.6

15.01.2020
1.75
1.79

30.06.2020
1.75
2.20

31.12.2020
1.75
2.15

2,392
–0.50
–0.24

2,350
–0.50
–0.05

2,400
–0.50
–0.05

3,769
1.12
–0.75

3,850
1.12
–0.75

4,000
1.15
–0.75

–0.46

–0.20

–0.20

10,671
1.08

11,000
1.08

11,250
1.08
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J. Safra Sarasin Group – Sustainable Swiss Private Banking since 1841
As an international group committed to sustainability, J. Safra Sarasin is well established through
its banks in more than 25 locations in Europe, Asia, the Middle East, Latin America and the
Caribbean. A global symbol of private banking and wealth management tradition, the group
emphasizes security and well-managed conservative growth for its clients. At the end of December
2018 it managed total client assets of CHF 165 billion and employed about 2,200 staff, with
stockholders equity of CHF 5.1 billion.
J. Safra Group
The J. Safra Group (the “Group”), with total assets under management of over USD 242 billion and
aggregate stockholders equity of USD 19.3 billion, is controlled by the Joseph Safra family. The
Group consists of privately owned banks under the Safra name and investment holdings in asset
based business sectors such as real estate and agribusiness. The Group’s banking interests in
over 160 locations globally, are: J. Safra Sarasin, headquartered in Basel, Switzerland; Banco Safra,
headquartered in Sao Paulo, Brazil; and Safra National Bank of New York, headquartered in New
York City, all independent from one another from a consolidated supervision standpoint. The
Group’s real estate holdings consist of more than 200 premier commercial, residential, retail and
farmland properties worldwide, such as New York City’s 660 Madison Avenue office complex and
London’s iconic Gherkin Building. Its investments in other sectors include, among others,
agribusiness holdings in Brazil and Chiquita Brands International Inc. With deep relationships in
markets worldwide, the Group is able to greatly enhance the value of businesses which are part of
it. There are more than 33,000 employees associated with the J. Safra Group.
Legal notice
This media release has been prepared by Bank J. Safra Sarasin Ltd, Switzerland, (hereafter “Bank”)
for information purposes only. It contains selected information and does not purport to be complete.
This document is based on publicly available information and data (“the Information”) believed to be
correct, accurate and complete. The Bank has not verified and is unable to guarantee the accuracy
and completeness of the Information contained herein. Possible errors or incompleteness of the
Information do not constitute legal grounds (contractual or tacit) for liability, either with regard to
direct, indirect or consequential damages. In particular, neither the Bank nor its shareholders and
employees shall be liable for the opinions, estimations and strategies contained in this document.
The opinions expressed in this document, along with the quoted figures, data and forecasts, are
subject to change without notice. A positive historical performance or simulation does not constitute
any guarantee for a positive performance in the future. Discrepancies may emerge in respect of our
own financial research or other publications of the J. Safra Sarasin Group relating to the same
financial instruments or issuers. It is impossible to rule out the possibility that a business
connection may exist between a company which is the subject of research and a company within the
J. Safra Sarasin Group, from which a potential conflict of interest could result.
This document does not constitute either a request or offer, solicitation or recommendation to buy
or sell investments or other specific financial instruments, products or services. It should not be
considered as a substitute for individual advice and risk disclosure by a qualified financial, legal or
tax advisor.
Please note that the current media release only provides a synopsis of a Bank research publication,
not a complete summary of the report or the recommendations contained therein. The research
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report in question must be read in full before reaching any decisions on the investment
recommendations it contains.
This document is intended for media companies and media employees working in countries where
the J. Safra Sarasin Group has a business presence. The Bank does not accept any liability
whatsoever for losses arising from the use of the Information (or parts thereof) contained in this
document.
© Copyright Bank J. Safra Sarasin Ltd. All rights reserved.
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