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Strong fundamentals, favourable cyclical 

trends, and structural factors will drive 2020 

results  

2020 is likely to be a breakout year as the 

successive rounds of tariff hikes, which brought 

trade and investment to a near standstill in 2019, 

comes to an end. This de-escalation on the trade 

front has already provided green shoots in Asian 

economic activity with the resilience in tech export 

from Taiwan, demand surge in 5G from China, as 

well as more localised supply chains. As a result, 

forecast regional growth is expected to outpace that 

of developed and developing markets over the next 

two years3.  

In addition, Asia is arguably better positioned than 

other regions for the necessary “hand off” from 

monetary policy to fiscal policy. Indeed, it still 

possesses more monetary room in key markets to 

cut interest rates, but also boasts several markets 

with low-and-stable fiscal deficits that will allow 

them to boost spending especially in the form of 

infrastructure spending.  

From a market perspective, potential US dollar 

weakness, lower local rates, improving Asia tech 

fundamentals and consumer discretionary spending 

should keep Asia ahead of developed markets in 

 

1
  MSCI Asia (ex-Japan) gained 13.58% through 12 December 2019. 

Bloomberg, total returns in US dollar. 
2
  All MSCI country indices, as of 12 December 2019. 

3
  IMF, World Economic Outlook (2020), October 2019. 

earnings delivery. Asian valuations remains 

reasonable and earnings growth4  should be one of 

the key drivers for Asia market performance in the 

coming year.   

Having said that, we are also closely monitoring the 

trajectory of Sino-US trade relations in the new 

year. Even with recently announced phase-one 

trade deal in December, and a potential for a 

phase-two deal to be worked on, our base case 

scenario has not changed: Sino-US trade tensions 

will continue to be a structural factor of the 

landscape for years to come. As such, trade 

tensions offer challenges and opportunities for firms 

to develop new strategies and more diversified 

supply chains over the longer-term. 

Cyclical tech upswing will offer North Asian 

equity opportunities in 2020  

In North Asia, we expect a greater convergence in 

market performance compared with 2019 when 

Greater China equities (China and Taiwan) surged 

ahead, while Korea posted more moderate gains. A 

coordinated upswing in the technology sector 

should serve as a key positive catalyst. 

 In Greater China, we believe that markets have 

the momentum to move higher on continued 

government policy support measures and 

 

4
  Estimated price-to-earnings (PE) ratio for MSCI US & MSCI Asia 

Pacific (ex-Japan) are 17.9 times and 13.6 times, respective 2020 

estimated earnings growth are 10.4% and 12.2%, FactSet, as of 29 

November 2019. 

Asian equities posted strong gains 1  in 2019 against a generally favorable 

macro backdrop. Although escalating Sino-US tensions periodically heightened 

volatility and uncertainty in markets throughout the year, all regional indices2 

(except Malaysia) are approaching year-end higher. A raft of positive catalysts 

drove returns:  a progressively accommodative US Federal Reserve, 

resurgence in global technology shares, and resilient earnings in key markets. 

In Indonesia and India, general elections were successfully held, with electoral 

mandates given to Prime Minister Modi and President Widodo to deepen their 

economic reform agendas.   
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potential economic stabilisation. As Kai Kong 

Chay, Greater China Specialist, outlines in his 

outlook ─ 2020 will be a crucial one to seize 

emerging opportunities in the onshore A-shares 

market with the completed MSCI inclusion and 

from resurgent technology shares in Taiwan, 

which should continue their strong performance 

as demand for smartphone components and 5G-

related products remain robust.  

 Korean equity markets posted subdued gains 

in 2019, as it is a high-beta market suffering from 

the dual negative catalysts of slumping global 

trade 5   and a bottoming demand for memory 

(DRAM) in the semiconductor market. We 

believe Korea is poised for an upswing in 2020 

on the back of stronger global growth, a 

sustained rebound in memory pricing, and 

attractive valuations. Finally, rising tensions 

between Japan and Korea that negatively 

affected trade in 2019 may be on the mend after 

leaders from both countries met in early 

November.  

Structural reforms and shifting supply 

chains will drive equity opportunities in 

ASEAN and India 

We expect that select ASEAN markets and India 

will also be bright spots in 2020, as they continue to 

benefit from the dual drivers of structural economic 

reform and supply chains relocations. 

 Starting in 2016, the Indian government 

implemented a series of important structural 

reforms that established the necessary 

foundation for more formalised economic growth. 

After the National Democratic Alliance won a 

new electoral mandate in 2019, it deepened 

reforms through corporate tax reduction and 

disinvestment plans for state-owned assets. 

Rana Gupta, India Equity Specialist, details in his 

outlook how the framework of the 3 “R’s” 

(Recycle, Rebuild, and Reinvest) presents long-

term opportunities for the government to boost 

 

5
  South Korea was among the hardest hit as its economy is deeply 

entwined with China and the United States. Source: Bloomberg, 

Manulife Investment Management, as of 10 September 2019. 

growth and investors to profit from this 

investment theme.  

 We are constructive on the Indonesian equity 

market on the back of important structural 

reforms.   The re-election of President Widodo in 

May 2019 bolstered his reform-based agenda, 

and he has gradually laid out his new vision for 

Indonesia’s economic future: more flexible labour 

markets, a streamlined business environment. 

Widodo aims to reform the country’s rigid labour 

laws6, which would allow Indonesia to boost its 

manufacturing capacity and benefit from shifting 

regional supply chains. Furthermore, he wants to 

deepen infrastructure spending to improve the 

nation’s efficiency and connectivity. We are 

currently positive on construction and consumer 

shares in this important market.   

 We also have a positive long-term view on 

Vietnam.  Vietnam has arguably emerged as a 

winner, as companies have reconfigured their 

regional supply chains in the wake of rising trade 

tensions. Indeed, Vietnam’s exports and foreign 

direct investment (FDI) reached new levels in 

2019 7 . The relocation of supply chains, with 

manufacturers’ improving their long-term 

competitiveness due to increased economies of 

scale, and the transfer of technology by larger 

multi-national companies (MNC) have helped 

firms to move quickly up the value-added chain.  

We also believe one negative aspect in the 

Vietnamese equity market could see progress in 

2020 ─  the limited float that is available to 

foreign investors. Although MSCI did not place 

the market on its watch list in 20198, we believe 

this is possible in 2020.  Such an upgrade would 

symbolise improved market efficiency and offer 

more investment opportunities.  

 

 

6
Bloomberg, 3 October 2019. President Joko Widodo said he’ll 

introduce sweeping changes to labour rules by the end of 2019 and 

open up more sectors of the economy to foreign investment. 
7
 Bloomberg, as of 15 December 2019. 

8
 A placement on MSCI’s watch list is the requisite move before the 

country is eligible for an upgrade from “frontier” markets status to 

“emerging” market indices. 

https://www.manulifefunds.com.hk/wps/wcm/connect/pwsif/b467ed5e-ff65-4cc2-8e8a-521a72829a9c/2020+Outlook+Series+-+Greater+China+Equities.pdf?MOD=AJPERES&mkt_tok=eyJpIjoiTUdNeVpUQTBaRFF3TmpJeiIsInQiOiJKZklsbHdpXC8yTTVLeVJBVlJ4XC9kXC9KaDBleVR0N1poVFpoV3FxcGd0ZWZzRmVvRW5wc1oxSGZSMFBFcTA5ekZNOGE1VVRhRnNtXC9hMTlXOGYrYkd2SGtHRFprYWNtSmIzZENua2pJNlF6ZTRqV0JKbjVMSEMwR3BETlRONkFyMk4ifQ%3D%3D
https://www.manulifefunds.com.hk/wps/wcm/connect/pwsif/3f7973fa-92ab-433d-84bd-ac5e70363300/2020+Outlook+Series+-+Indian+Equities.pdf?MOD=AJPERES&mkt_tok=eyJpIjoiWlRNMk5XTTBPR1ZsWlRReiIsInQiOiIyT2kwR29YM0ZlTDdlZktQalA4UUNsUGtGSSttZWVGRUp3NzE0dWpYd2h4ZTVnSEFxaHZJb2EycW1aN1JWa2U0a2FpQXk4cnVKMGhwbDVJR1pHb2VVdDk0VTNPRG13TTFEcHF4MXVaUlMyZ3NuS3BIRUcrV2w3c1wvVnlvcWZ4RFoifQ%3D%3D
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Asia-Pacific REITs (AP REITs) offers unique 

benefits for investors 

Finally, for investors seeking different asset class 

opportunities in the region, AP REITs offers a 

unique blend of benefits for investors that include 

stable income distribution and the potential upside 

of capital appreciation.   

 In her 2020 outlook, Hui Min Ng, Portfolio 

Manager, outlines the ample regional 

opportunities available for AP REITs in 2020. On 

the back of accommodative monetary policy and 

improved economic growth prospects, she 

believes that the asset class will deliver stable 

income to investors from key markets in 2020.   

2020 should be a turnaround year for Asian 

equities 

Overall, given global equities are at record highs 

and bond yields are near historical lows, we expect 

Asian equities to offer a better risk/reward profile in 

2020. We also believe that the region offers an 

attractive diversity of opportunities for investors.  

Asia’s economic growth prospects arguably 

outweigh those of other emerging markets, as 

global growth stabilises in 2020 — offering both 

cyclical and structural opportunities as mentioned 

above. Further, with many structural opportunities 

more levered to domestic demand than the global 

economic cycle, they also could provide valuable 

diversification benefits for global investors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.manulifefunds.com.hk/wps/wcm/connect/pwsif/7e00c98d-cf3a-4c2d-8360-5306be6e39b8/2020+Outlook+Series_AP+REITs.pdf?MOD=AJPERES&mkt_tok=eyJpIjoiTVRGak9EUXpOR0k0TXpaaSIsInQiOiJYbVozcFhtR1d1b1pnQ3JCa01SWUtcL0J3S3Fxc0JOUWxiSUdZSEVsaTN1VzRpdVJ5d0JsRlVFUjRFNVFqcTlwVWs3aktla0FlSStGYko5RlQ5ME5EUkV6XC9panFRNDdITGVWVkRSaXJHNGp5bjduajRVOHdnSlZkRWdyc3V4U3BYIn0%3D
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Disclaimers    

Investing involves risks, including the potential loss of principal. 

Financial markets are volatile and can fluctuate significantly in response 
to company, industry, political, regulatory, market, or economic 
developments. These risks are magnified for investments made in 

emerging markets. Currency risk is the risk that fluctuations in 
exchange rates may adversely affect the value of a portfolio’s 
investments. 

 
The information provided does not take into account the suitability, 
investment objectives, financial situation, or particular needs of any 

specific person. You should consider the suitability of any type of 
investment for your circumstances and, if necessary, seek professional 
advice. 

 
This material, intended for the exclusive use by the recipients who are 
allowable to receive this document under the applicable laws and 

regulations of the relevant jurisdictions, was produced by, and the 
opinions expressed are those of, Manulife Investment Management as 
of the date of this publication, and are subject to change based on 

market and other conditions. The information and/or analysis contained 
in this material have been compiled or arrived at from sources believed 
to be reliable, but Manulife Investment Management does not make any 

representation as to their accuracy, correctness, usefulness, or 
completeness and does not accept liability for any loss arising from the 
use of the information and/or analysis contained. The information in this 
material may contain projections or other forward-looking statements 

regarding future events, targets, management discipline, or other 
expectations, and is only as current as of the date indicated. The 
information in this document, including statements concerning financial 

market trends, are based on current market conditions, which will 
fluctuate and may be superseded by subsequent market events or for 
other reasons. Manulife Investment Management disclaims any 

responsibility to update such information. 
 
Neither Manulife Investment Management or its affiliates, nor any of 

their directors, officers or employees shall assume any liability or 
responsibility for any direct or indirect loss or damage or any other 
consequence of any person acting or not acting in reliance on the 

information contained herein. All overviews and commentary are 
intended to be general in nature and for current interest. While helpful, 
these overviews are no substitute for professional tax, investment or 

legal advice. Clients should seek professional advice for their particular 
situation. Neither Manulife, Manulife Investment Management, nor any 
of their affiliates or representatives is providing tax, investment or legal 

advice. Past performance does not guarantee future results. This 
material was prepared solely for informational purposes, does not 
constitute a recommendation, professional advice, an offer or an 

invitation by or on behalf of Manulife Investment Management to any 
person to buy or sell any security or adopt any investment strategy, and 
is no indication of trading intent in any fund or account managed by 

Manulife Investment Management. No investment strategy or risk 
management technique can guarantee returns or eliminate risk in any 
market environment. Diversification or asset allocation does not 

guarantee a profit nor protect against loss in any market. Unless 
otherwise specified, all data is sourced from Manulife Investment 
Management. 

 

Manulife Investment Management 
 

Manulife Investment Management is the global wealth and asset 
management segment of Manulife Financial Corporation. We draw on 
more than 150 years of financial stewardship to partner with clients 

across our institutional, retail, and retirement businesses globally. Our 
specialist approach to money management includes the highly 
differentiated strategies of our fixed-income, specialized equity, multi-
asset solutions, and private markets teams—along with access to 

specialized, unaffiliated asset managers from around the world through 
our multimanager model. 
 

These materials have not been reviewed by, are not registered with any 
securities or other regulatory authority, and may, where appropriate, be 
distributed by the following Manulife entities in their respective 

jurisdictions. Additional information about Manulife Investment 
Management may be found at www.manulifeam.com. 
 

 
 

Australia: Hancock Natural Resource Group Australasia Pty Limited, 
Manulife Investment Management (Hong Kong) Limited. Brazil: 

Hancock Asset Management Brasil Ltda. Canada: Manulife Investment 
Management Limited, Manulife Investment Management Distributors 
Inc., Manulife Investment Management (North America) Limited, 

Manulife Investment Management Private Markets (Canada) Corp. 
China: Manulife Overseas Investment Fund Management (Shanghai) 
Limited Company. European Economic Area and United Kingdom: 

Manulife Investment Management (Europe) Ltd. which is authorised 
and regulated by the Financial Conduct Authority, Manulife Investment 
Management (Ireland) Ltd. which is authorised and regulated by the 

Central Bank of Ireland. Hong Kong: Manulife Investment 
Management (Hong Kong) Limited. Indonesia: PT Manulife Aset 
Manajemen Indonesia. Japan: Manulife Asset Management (Japan) 

Limited. Malaysia: Manulife Investment Management (M) Berhad 
(formerly known as Manulife Asset Management Services Berhad) 
200801033087 (834424-U). Philippines: Manulife Asset Management 

and Trust Corporation. Singapore: Manulife Investment Management 
(Singapore) Pte. Ltd. (Company Registration No. 200709952G). 
Switzerland: Manulife IM (Switzerland) LLC. Taiwan: Manulife 

Investment Management (Taiwan) Co. Ltd. Thailand: Manulife Asset 
Management (Thailand) Company Limited. United States: John 
Hancock Investment Management LLC, Manulife Investment 

Management (US) LLC, Hancock Capital Investment Management, 
LLC and Hancock Natural Resource Group, Inc. Vietnam: Manulife 
Investment Fund Management (Vietnam) Company Limited.  

 
Manulife Investment Management, the Stylized M Design, and Manulife 
Investment Management & Stylized M Design are trademarks of The 

Manufacturers Life Insurance Company and are used by it, and by its 
affiliates under license.  
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