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Investment strategy
Taking out insurance
•

Our Global Investment Committee’s central scenario is the Fed’s ‘insurance’
rate cuts will help ensure the current growth slowdown is a temporary soft-spot
rather than the early stages of a recession.

•

We continue to have a preference for equities over bonds, and Emerging
Market (EM) and corporate bonds over Developed Market (DM) government
bonds. Within equities, we have a tilt towards the US.

•

We see gold as a good way to hedge downside risks, especially given our soft
USD outlook and potential equity market weakness in the coming 1-3 months.

IMPLICATIONS
FOR INVESTORS

Equities likely to outperform
other asset classes. We have a
slight preference for the US

2019 better than 2018, but can this trend extend?
Asset markets rebounded strongly in H1 2019 following a poor 2018. Global
equities led the way, rising over 10%, but bonds (particularly riskier bonds) also
performed well. Oil has rallied and gold recently broke higher. However, analysts
have become more cautious on the outlook for global equities over the past month
amid slowing economic growth, continued US-China trade tensions and a reinversion of the US yield curve (10-year yield falling below the 3-month yield).
The key question we face today is whether these H1 market trends will extend
through H2 and into 2020, particularly as equity and bond markets offer potentially
conflicting signals and major central banks are considering easing policy.

EM USD government bonds
most likely to outperform within
our bond universe

Gold a good way to hedge
downside risk amid our outlook
for a weaker USD

Long-term factors argue cycle has room to run
We compare the current situation to the previous four Fed easing cycles (Figure 2)
to determine whether we are witnessing a temporary soft patch (as in 1995 and
1998) or the precursor to a recession (2001 and 2007). Of the six factors, only two
are negative, while the rest are either supportive or neutral. While this may not
appear to present a compelling case for risk assets, it is significantly better than
seen in 2001 and 2007 (five and four negative factors, respectively). Therefore, we
believe the Fed’s insurance interest rate cuts will extend the economic cycle
warranting a continued preference for risk assets on a 6-12 month horizon. We
would likely need to see more signs of inflation pressure and/or financial excesses
before considering dialling back risk in investment allocations.
Figure 1
EM has outperformed in 2019 across both equities and bonds
Total returns of major asset classes and top/bottom performing markets within each
10-Dec-2018 to 28-Jun-2019 (since publication of Outlook 2019)
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Figure 2
Medium-term factors argue for a reasonably constructive outlook
Factors influencing risk assets over 12-24 months – our assessment
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Figure 3
Short-term factors are more mixed
Factors influencing risk assets over 1-3 months – our assessment
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Geopolitics is clearly an area of concern. While risks are
impossible to quantify and difficult to factor into decisionmaking, they argue for a less aggressive investment stance
than would otherwise be the case. In our view, trade
tensions are a symptom of the shift from a US-centric world
order to a more multi-polar one amid rising Chinese
economic, military and political power. To what degree the
US accepts China’s increased role in global affairs will be
key to the evolution of US-China tensions in the coming
years.

consequences, at least for now. Thus, US monetary policy
settings are likely to become more supportive.

Another concern is the low US unemployment rate, lower
than in the run-up to either the 2001 or 2007 recessions.
While this is good from a socio-economic perspective, it
shows the US economy may be getting close to full capacity,
which could raise inflationary pressures.

Short-term outlook more mixed

However, other factors are more positive. Productivity gains
have largely offset recent wage growth, and inflation
expectations have actually been falling. This allows the Fed
to offset slowing growth without worrying about inflationary
This reflects the views of the Wealth Management Group

Meanwhile, we believe there are few signs of significant
financial excesses akin to the 2001 ‘dot com’ boom or the
2007 US real estate market worries. Today, while concerns
have been expressed about US banks’ exposure to student
loans and the increased reliance of sub-investment grade
issuers on covenant-lite floating rate debt, our view is these
exposures are insufficient to trigger the end of the cycle.

While the medium-term picture looks reasonably constructive
in our assessment, shorter-term factors (Figure 3) tell a
different story. On the positive side, earnings and economic
expectations are currently more supportive than prior to
previous mid-cycle and end-of-cycle interest rate cuts. While
business confidence has fallen, the US ISM index remains
above 50, which suggests the industrial sector is
experiencing a slowdown rather than an outright contraction.
3
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Event risks today are elevated, similar to the run-up to the
1995 (Latam ‘tequila’ crisis) and 1998 (LTCM, Russian debt
crisis) episodes, although, arguably, today’s trade risks are
more manageable than prior concerns about debt dynamics.
However, technicals, market diversity and seasonality are
flashing amber. The recent trend has been positive, but
global equity markets have recently tested key resistance
levels, which may be tough to break short term. Meanwhile,
market diversity has fallen and is getting closer to levels
suggesting an imminent reversal. The seasonally weak
summer period, during which equities tend to underperform,
still has three months left to run.

Prefer risky assets; short-term volatility a risk
On balance, we believe the 6-12 month outlook remains
skewed to the upside. However, we continue to believe the
path to this outcome is unlikely to be smooth.
Figure 4
Historically, non-recessionary Fed rate cuts have buoyed risky
assets in the following 6-9 months
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Within equities, we have a slight preference towards the US
as earnings continue to expand, strong cash positions
support share buybacks and looser monetary policies boost
investor sentiment. In bond markets, we continue to like EM
USD government bonds amid slightly cheap valuations and
an intensified search for yield. Finally, our bias for a weaker
USD should encourage flows into EM assets.
The prospect for short-term volatility, an increased focus on
supporting economic activity and inflation expectations and a
weaker USD should continue to support gold prices. We
believe this is a good asset to include in investment
allocations, although we would limit exposure to 5-7%.
This reflects the views of the Wealth Management Group

G20 summit: Kicking the can down the road
The summit between China President Xi Jinping and US
President Donald Trump resulted in a temporary truce, with
the US agreeing to postpone the implementation of tariff
hikes and relaxing constraints on Huawei somewhat. China
agreed to restart the purchase of US agricultural products.
This outcome is clearly more supportive for financial
markets compared with a further escalation of the trade
war. However, uncertainty over the longer-term trade
outlook remains elevated.
On the positive side, the détente may have been
influenced by the limited alternative sources for the
Chinese imports that were to be subjected to new tariffs –
China has a >75% market share in over half of the goods
in question, which means the impact of rising tariffs on the
US consumer would likely be much greater than has been
the case thus far. If this was a consideration in the G20
agreement, it may mean trade tensions are more likely to
ease than escalate going forward.
Meanwhile, Trump’s demeanour and language towards Xi
was warm and he even called China a ‘strategic partner’.
However, we know Trump can blow hot and cold during
any negotiation process. Both sides are faced with political
constraints. In the US, being tough on China is the one
thing that unites Democrats and Republicans. In China, the
emphasis is as much about being respected during
negotiations as is it on the technical aspects.
Therefore, there is likely a long trade negotiations road
ahead. It looks as though President Trump may want to
break negotiations into smaller clusters. In theory, this
could make it easier to reach limited agreements similar to
the one struck at the G20 summit, which may be more
beneficial to Trump from a political perspective – creating
several ‘wins’ over the coming 12-18 months. However,
how this would work in practice is unclear, especially with
the US likely to impose constraints on other Chinese
technology companies in the coming months.
At the end of the day, it is important to remember the
backdrop of these trade tensions is an environment where
the US is getting increasingly worried about China’s rising
influence, both globally and especially within Asia. This is
unlikely to change in the months and years ahead,
meaning tensions of some description are never likely to
be far away.
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Perspectives on key client questions
What are the implications of a dovish pivot by the Fed and
other major central banks?
The June FOMC and ECB meetings brought a decisive turn towards easier
monetary policies in response to slowing growth and inflation globally. Since the
global financial crisis, this is the fourth economic growth moderation (with prior
episodes being 2010-11, 2012-13 and 2015-16). With each growth moderation,
concerns over the risk of a recession started to increase.
Our Global Investment Committee believes the economic cycle may have more
room to run (See Investment Strategy section for more). With the Fed and the ECB
signalling potential pre-emptive (insurance) rate cuts and given our expectations
for a weaker USD, other central banks are likely to follow suit, easing monetary
conditions globally. We see three major implications from this shift.
1. “Insurance cut” by the Fed key to support risk assets. Prior to the previous
‘pre-emptive cuts’ by the Fed (1998 and 1995, when the last cut was not
followed by a recession in the next 12 months), credit spreads widened, while
bond yields and equities fell, well in advance of the rate cut, not dissimilar to
today. However, 12 months after the initial cut, US equities delivered
exceptional returns, while bonds with high credit quality offered muted returns.
Interestingly, riskier bonds, including High Yield (HY), delivered positive total
returns following both rate cuts.
Within equities, we prefer the US. Valuations are arguably not cheap, but can
be supported by bond yields staying lower for longer. Investor sentiment
remains relatively cautious, with elevated levels of cash held on the sidelines.
We see a 70-75% probability for US equities to outperform other equity markets
over the next 12 months. Historically, EM assets tend to do well in an insurance
cut scenario. Supporting this outlook is the fact that some EM green shoots are
evident (Figure 5), although the potential for a flare-up in trade tensions
remains an overhang. It remains to be seen if these green shoots will extend
and allow for a more sustained constructive view on EM equities.
Figure 5
Slight uptick seen in EM manufacturing PMI indices
Manufacturing PMI indices for EM and DM and their 3m moving averages
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This reflects the views of the Wealth Management Group
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3. Expect further upside in gold (Figure 7). The shift in
central bank rhetoric and a weaker USD have
significantly shifted investors’ view on gold, which had
been trading in the USD 1,150-1,350 range over the past
three years. The recent rally to test levels (USD 1,400)
last seen six years ago, combined with dovish central
banks, falling yields, rising volume of negative-yielding
debt, continuing trade tensions and central bank buying,
could trigger further upside price movements, in our
opinion. In the short term, we would not be surprised to
see a pullback to USD 1,375-1,385, prior to the
resumption of its longer-term uptrend
Figure 6

Yield vs. 1-year volatility. Blue dots represent fixed income segments. Gray
dots represent various equity markets*
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Bonds with negative yields hit a record high of USD 13trn on
the back of central banks’ dovish pivot, buoying gold prices
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A weaker US dollar – why does it matter?
USD strength over the past year has influenced the
performance of various asset classes. Our Global
Investment Committee believes the Fed’s firm dovish shift
has opened the door for USD weakness on both a short- (13 month) and longer-term (6-12 month) perspective.
Currencies and commodities may reflect this change more
swiftly, but the long-term effects on both equities and bonds
should be significant as well.
What has happened?

Falling yields may force investors to take on additional risk to
meet their investment return goals

7.0

Figure 7

Negative yielding debt
outstanding ($Bn)

2. The search for yield to take fresh impetus. The value
of bonds offering a negative yield hit a record high of
USD 13trn, with European government bonds now
contributing more than 40% of the total negative yielding
bond universe globally. Yields on government bonds,
income assets and credit spreads have compressed
significantly as a result. Investors are increasingly forced
to take additional risk (maturity, credit or equity) to meet
their income and total return goals. We expect incomegenerating assets to remain well-supported by this lowyield environment. Within fixed income, our preference is
for EM USD bonds, which could benefit from both easier
Fed policies and a weaker USD.
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* Equity yield equals dividend plus buyback yield

This reflects the views of the Wealth Management Group

18.0

From a monetary policy context, the Fed appears to have
reacted to growing global economic uncertainty triggered by
the manufacturing slowdown, the trade war and the plunge in
inflation expectations. Chairman Powell’s dovish tone helped
send interest rate expectations even lower. Since the
beginning of the Fed tightening cycle in 2015, USD strength
had been sustained by attractive interest rate differentials,
particularly vis-à-vis other DM central banks. But as markets
price in further rate cuts and given that the Fed has more
room to cut, unlike some of its counterparts, the gap should
finally narrow and, therefore, weigh down on the USD.
Looking at technicals, after a (failed) initial bullish breakout in
late April-early May, the USD (as indicated by the DXY
index) has taken a dovish turn as investors anticipated the
dovish change in stance by the Fed. More importantly, the
USD broke through significant support levels on the back of
(still) low volatility. Any pickup in volatility could increase
confidence of true breakout towards lower levels.
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Figure 8
USD short-term volatility measures have remained low
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What does it mean for investors?
Our Global Investment Committee is biased towards a
weaker USD, which we believe will be positive for investors.
We see three positive implications from USD weakness on
various asset classes.
1. In the currency space, we expect the EUR to benefit. We
believe that as China and other Asian economies recover

This reflects the views of the Wealth Management Group

on the back of fiscal and monetary stimulus, global
growth could stabilise and sentiment within the Euro area
could turn more positive.
A break lower in the USD could reduce the interest
repayment burden of EMs, providing relief to their
respective financial positions, in turn supporting our
ongoing positive stance on EM USD Government
bonds.
2. From an equity perspective, both US and Asia exJapan equities can benefit from a lower USD. All else
equal, in the US, large caps with higher external
revenues would see their foreign revenues face lower
headwinds, while Asia ex-Japan economies could benefit
from increased inflows spurred by a lower USD.
3. Commodities are a direct beneficiary as they are
priced in USD and tend to display negative correlation to
the USD. Gold has already benefitted from the turn lower
in the USD (albeit it has also surged because of the
decrease in US real yields) and our committee’s
assessment is that gold can potentially have further
upside.
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Macro overview
Doves everywhere
•

Core scenario: Our Global Investment Committee believes the dovish turn by
global central banks amid slowing inflation and China’s policy easing are likely
to help soften the growth impact of trade tensions and previous Fed tightening.

•

Policy outlook: We now expect the Fed to cut rates 1-2 times in 2019 and see
increased, albeit still-low, chances of more cuts in 2020. We also expect the
ECB and the PBoC to ease policy further over the next 12 months.

•

Risks: Global trade and geopolitical tensions remain the biggest sources of
downside risk. Reduced prospects of further Fed tightening and higher chances
of global monetary easing are potential sources of support for risky assets.

Core scenario
The decisively dovish policy turn by the Fed and ECB has raised expectations for
other central banks in Developed Markets (DM) and Emerging Markets (EM) to
lower rates. Our Global Investment Committee believes this turn in the global
policy outlook, along with China’s targeted fiscal and monetary easing, should be
sufficient to stabilise global growth and help offset the broad-based impact from
US-China trade tensions. Inflation expectations have fallen worldwide, which
supports easier monetary policies. Hence, we see only a 35% probability of a US
recession in the next 12 months (slightly higher than 30% in May), enabling the 10year-long US economic expansion set a new record in terms of longevity.
Moreover, a dovish Fed, resulting in a weaker USD, is likely to ease global
financial conditions*. While the US and China have agreed to restart trade talks,
the biggest risk is any further escalation in trade or geopolitical tensions.

IMPLICATIONS
FOR INVESTORS

The Fed to cut rates 1-2 times in
2019

The ECB to ease further and the
BoJ to maintain its highly
accommodative monetary policy
over the next 12 months

China to continue with further
targeted easing of fiscal and
monetary policies to support
domestic growth

Figure 9
Central banks worldwide have turned decisively dovish
Region

Growth Inflation

US

Euro
area
UK
Japan
Asia exJapan
EM exAsia

Benchmark Fiscal
rates
policy

Comments

● ◐ ● ◐

The Fed is likely to cut rates for the first time in
more than 10 years to stabilise growth and offset
the impact of trade risks. Slowing inflation helps

○
◐
○
◐
◐

The ECB is also likely to ease policy further as
inflation expectations slump to all-time lows and
US-China trade tensions hurt manufacturers

●
◐
●
◐
◐

●
◐
●
●
●

◐
◐
◐
●
◐

We believe ‘hard Brexit’ is unlikely even if Boris
Johnson becomes PM, given political constraints
The BoJ is increasingly likely to ease policy further
as external risks mount with global trade tensions
Trade uncertainty continues to weigh on the
outlook. This implies further policy easing by
China and other Asian central banks
The Fed’s dovish shift and a weaker USD enable
EM central banks to cut rates; differentiation key

Source: Bloomberg, Standard Chartered
Legend:

Supportive of risk assets ◐
Neutral ○
Not supportive of risk assets
●

*Financial conditions refer to a combination of the USD (lower = easier conditions); corporate bond yield
premiums (lower = easier); equity market levels (higher = easier); and interest rates (lower = easier).
Generally, easier financial conditions are supportive of economic growth and asset prices.

This reflects the views of the Wealth Management Group
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Bonds
Lower yields for longer
•

•

We view bonds as a core holding as they are likely to not only deliver modest
positive returns, owing to more accommodative central bank policies, but also
serve as an important hedge against global growth slowdown risks, should
geopolitical tensions rise further.
US interest rate cut expectations and economic data lead us to believe that US
government bond yields are likely to remain anchored around current levels
over the next 6-12 months. We assign a high probability to US 10-year
Treasury yields staying below 2.25%. Lower-than-expected Fed rate cuts or a
swift resolution to trade tensions are risks that may result in higher yields.

•

For USD-denominated bonds, we prefer a barbell of short (3-5 years) and very
long maturity (10-year+) bonds to position our allocation for the current lowyield environment, but also hedge against a potential growth downturn.

•

We view Emerging Market (EM) USD government bonds as a preferred holding
as progress in US-China trade talks, easier Fed policy and our bearish USD
view lead us to assign the highest probability for them to outperform global
bonds. Asian USD bonds rank second in our preference as we like the high
credit quality, healthy yield and attractive risk-adjusted returns they offer.

•

Developed Market (DM) Investment Grade (IG) bonds are a core holding, as
their high credit quality could provide a hedge against risk-asset sell-offs. Given
our bearish USD view, we now prefer to take DM IG bond exposure without
hedging currency risk. We also view DM High Yield (HY) and EM local currency
bonds as core holdings, with bearish USD view being supportive for the latter.

Figure 10
Bond sub-asset classes in order of preference
Bond asset
class

EM USD
government

View

Rates Macro
policy factors Valuations FX

▲● ◐ ●

Comments

Attractive yields, somewhat cheap
NAvaluations; escalation in geopolitical
tensions is a risk
High credit quality, low volatility is
NApositive. Influenced by China risk
sentiment
Attractive yields, easier EM central
bank policy and bearish USD view are
supportive; FX volatility a risk
Attractive yields, short maturity profile;
risk of higher yield premiums if risk
sentiment deteriorates
High credit quality and stronger
demand balanced by deteriorating
corporate health
Easier monetary policy balanced by
recent decline in yields

Asian USD

◆● ◐ ◐

EM local
currency

◆● ◐ ◐ ●

DM HY
corporate

◆● ◐ ◐ ●

DM IG
corporate
DM IG
government

◆● ◐ ◐ ●
◆● ◐
●
NA







Source: Standard Chartered Global Investment Committee
Legend:

IMPLICATIONS
FOR INVESTORS

US 10-year Treasury yields likely
to remain below 2.25%. Prefer a
barbell of short and very long
maturity bonds

EM USD government bonds are
most likely to outperform global
bonds.

Asian USD bonds
second-ranked

remain

Figure 11
Where markets are today
Bonds

1m
Yield return#

DM IG
government
(unhedged)

1.05%*

2.4%

EM USD
government

5.49%

3.9%

DM IG
corporates
(unhedged)

2.32%*

2.8%

DM HY
corporates

5.77%

3.4%

Asia USD

3.97%

1.7%

EM local
currency
government

5.70%

5.1%

Source: Bloomberg, JPMorgan, Barclays,
FTSE, Standard Chartered
# 1 June to 1 July 2019
*As of 28 June 2019



Supportive ◐
Neutral
Not supportive ▲ Preferred ▼Less preferred ◆
Core holding
●
○

This reflects the views of the Wealth Management Group
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Equities
Equities – US remains preferred
•

Global equities remain our preferred asset class. Significant gains in the
S&P500 index in H1 2019 are not an obstacle to H2 gains. Since 1990, when
the index has posted double-digit gains in H1, returns in H2 have been
consistently positive, with an average gain of 11%.

•

The US is our preferred market, followed by Asia ex-Japan and the Euro area.
The outlook for the US market is supported by the decline in bond yields, which
raises the sustainable valuation multiple of the market.

•

Our Global Investment Committee anticipates a weaker USD in the coming 12
months, which is bullish for Asia ex-Japan, a core market. Additional stimulus
measures by China, targeted towards consumption, are expected to reduce the
negative effects of the US-China trade tensions. A stronger EUR is likely to be
offset by monetary and fiscal policy response in the Euro area, a core holding.

•

EM ex-Asia is a core holding. The positive effect of higher commodity prices is
balanced by local political uncertainty, but a weaker USD should be supportive
of markets. The UK is also core, with downside Brexit risk likely over-priced.
No-deal Brexit is a risk, but we believe the probability is low. Japan is least
preferred given disappointing earnings growth and muted fund flows.

•

Risks to our equity views: prolonged US-China trade war, weakening Chinese
growth and significant USD strength.

IMPLICATIONS
FOR INVESTORS

Global equities are a preferred
asset class. We have a
preference for the US

Asia ex-Japan, Euro area, nonAsia EM and UK are core
holdings. Japan is least preferred

Prefer onshore Chinese equities
and India within Asia ex-Japan
Figure 13
Where markets are today
Market
P/E ratio

Figure 12
Equity market drivers and our assessment of their outlook

17x

US

▲◐ ◓ ◓

◓ ◑ ◓ ◓

Preferred view driven by lower bond
yields that are supportive of elevated
valuations. Market less exposed to
trade war compared to peers

Asia
exJapan

◆◓ ◓ ◓

◓ ◓ ◓ ◓

Core view reflects potential for China
stimulus offsetting some of the trade
war risks. Weaker USD improves
liquidity environment

Euro
area

◆◑ ◓ ◓

◓ ◑ ◓ ◓

Core view reflects potential changes
to ECB rates on bank excess
reserves as well as supportive bond
yields and valuations

EM
exAsia

◆◓ ◓ ◓

◓ ◓ ◓ ◓

Core view reflects fair valuations with
potential catalysts from elevated
commodity prices. Trade war a risk

UK

◆◑ ◓ ◓

◓ ◑ ◓ ◐

Core view reflects soft Brexit base
case in combination with supportive
valuations and bond yields. Risk is
hard Brexit

Japan

▼◑ ◓ ◓

◐ ◑ ◓ ◓

Least preferred view reflects
uncertainty over tax and wage growth
outlook, outweighing supportive
valuations and bond yields





Legend:
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1.7x

MSCI Asia ex-Japan
13x

1.4x
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11x

1.5x

Source: FactSet, MSCI, Standard
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data refer to 12-month forward data for
MSCI indices, as of 30 Jun 2019
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Alternative strategies
Alternatives as a bullish hedge
•

Amid central bank dovishness and positive risk sentiment, an unexpected
surge in geopolitical risks could drag risky assets lower.

•

Alternatives are likely to deliver positive returns when expectations of US
interest rates are declining, effectively providing a ‘bullish hedge’.

IMPLICATIONS
FOR INVESTORS

Minding the tail risks, riding the tailwinds
Global markets had a bumpy first-half, as pronounced shifts in geopolitics and
monetary policy drove sharp swings in asset class returns. Amid the turbulence,
our alternatives allocation posted 4.0% returns YTD, rising in every month except
May, when the ongoing Sino-US trade talks took an abrupt turn for the worse.
We continue to advocate our alternatives allocation as a broad cross-asset hedge.
Unlike some hedges, this one is likely to deliver stand-alone positive returns,
effectively providing a ‘bullish hedge’. Since 1998, alternatives have posted a gain
in 64% of the months when there was a decline in expectations of US monetary
policy (proxied by the 1-year forward 3-month US Treasury yield).
We believe the dovish shift by central banks will be a key driver for markets.
Nevertheless, geopolitical risks could surge unexpectedly and drag markets lower.
Global Macro is our top-ranked strategy, reflecting our appreciation of the uncertain
policy environment. Event Driven remains less preferred, as its reliance on M&A
deals makes it more exposed to these risks.
We adjust our alternatives allocation to: Equity Hedge 31% (unchanged), Relative
Value 28% (from 29%), Event Driven 18% (from 19%) and Global Macro 23%
(from 21%). For more information on the allocation, please refer to Outlook 2019.
Figure 14

Substitutes

Equity Hedge

Looking to take advantage of
Relative Value differences in pricing of
related financial instruments

Event Driven

Diversifier

In essence, buying
undervalued stocks and
selling overvalued stocks

Global Macro

Taking positions based on an
event such as a merger or
acquisition
Looking to exploit themes,
trends and asset class
relationships (correlations) at
a global level, generally with
leverage

View

Global Macro is top-ranked and
remains an attractive diversifier

Event Driven
preferred

remains

less

Figure 15
Where markets are today
Alternatives

YTD

1m
return

Equity Hedge

5.8%

1.1%

Relative Value

4.1%

1.1%

Event Driven

2.3%

1.4%

Global Macro

2.4%

2.4%

Alternatives Allocation

4.0%

1.4%

Source: Bloomberg, Standard Chartered

Traffic light framework for alternatives strategies
Description

Diversified alternatives allocation
preferred, in view of geopolitical
risks and late-cycle volatility

Drivers for strategies to perform

• Positively trending equity markets

◆•

Rising equity market dispersion

• Falling interest rates/cost of funding

◆
•

Narrowing credit spreads

• Positively trending equity markets

•
▼

Rising mergers and acquisitions

• Narrowing credit spreads
• Rising volatility and credit spreads

◆•

Increasing cross asset dispersion

• Clear market trends (up/down)

●
◐
●
◐
●
○
◐
◐
◐
●

Note: YTD refers to 31 December 2018 to
30 June 2019; 1m return refers 30 May
2019 to 30 June 2019

Source: Standard Chartered
Legend:

Supportive ◐
Neutral○
Not supportive ▲ Preferred ▼ Less preferred ◆
Core holding
●

This reflects the views of the Wealth Management Group
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FX
Weaker USD likely as Fed eyes rate
cuts
•

We expect a weaker USD in both the near and medium term. A dovish Fed
pivot and narrowing rate differentials are key drivers.

•

The EUR could strengthen in the near and medium term as global growth
expectations improve on calming trade tensions and broad fiscal stimulus. This
supports a loose ECB monetary policy.

•

The GBP has room to rally as the UK political environment is expected to prevent
a no-deal Brexit, even with a new prime minister.

Figure 16
Foreign exchange: key driving factors and outlook

Currency
USD
EUR
JPY
GBP
AUD

CNY

3m
View

12m
View

Real interest
Broad
Risk
Commodity USD
rate
differentials sentiment
prices
strength Comments

▼▼
▲▲
◆◆
◆▲
◆◆
◆◆

○
●
●
●
◐
◐
○

◐
◐
◐
◐
◐ ◐
◐ ◐
NA
NA
NA
NA

 Standard Chartered Global Investment Committee
Source: Bloomberg,
Legend:





NA

●
●
●
●
●

Growth and rate
differentials to narrow
Growth to bottom; rates
cannot fall much further
BoJ policy shift
possible; fiscal stimulus
Undervalued; low hardBrexit risks
RBA expected to
maintain easy policy
Stimulus and data
support; trade deal
dependency



Supportive ◐
Neutral○
Not supportive ▲ Bullish ▼ Bearish ◆
Range
●

IMPLICATIONS
FOR INVESTORS

We believe the USD uptrend is
largely over.

The EUR is likely to strengthen
amid USD weakness and a
stabilising Euro zone economy

The GBP is likely to strengthen
as a ‘hard Brexit’ is avoided and
valuations remain inexpensive
Figure 17
Where markets are today
FX (against USD)
Asia ex-Japan

Current
1m
level change#
105.37

1.1%

AUD

0.70

0.4%

EUR

1.13

1.0%

GBP

1.26

0.1%

JPY

108.45

0.1%

SGD

1.36

-1.4%

Source: Bloomberg, Standard Chartered

USD – Falling rate expectations to weigh on the dollar

# 1 June to 1 July 2019

We are bearish on the USD in the near (3m) and medium (12m) term. A dramatic
shift towards lower US rate expectations and significantly lower US bond yields
have begun to undermine the USD strength. In addition, we believe China, Japan
and Emerging Markets (EM) could deliver fiscal stimulus to re-synchronise global
growth, since monetary policy alternatives may not be effective alone. Once a
downtrend becomes established, capital flows could also shift away from the US to
more attractive destinations and increase the momentum of the move. The
outcome of bilateral US trade talks with China, Japan and the EU remains key, and
we are watching for near-term de-escalation and possibly currency agreements
that could trigger a weaker USD. Combined with a gradual diversification of central
bank FX reserves and a sharper focus on the US twin deficits, the USD is likely to
move lower over the coming months. The USD (DXY) index has strong resistance
near 98.00. A break of the previous low at 95.74 and the key 95.00 support would
increase confidence that a downtrend towards 92.00 is developing.

This reflects the views of the Wealth Management Group
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Multi-asset income
Position for the easing cycle
•

We continue to believe a yield goal of 4-5% is achievable for income-focused
investors without having to take an unusually high level of risk.

•

Risk management remains crucial in positioning our multi-asset income
allocation for H2 2019. We raised the allocation to Emerging Market (EM) USD
Government and Developed Market (DM) High Yield (HY) bonds, while
maintaining neutral weights in DM Investment Grade (IG) bonds.

•

Historical analysis shows income assets have been able to generate positive
total returns when both growth and inflation are expected to slow in the next 12
months.

IMPLICATIONS
FOR INVESTORS

Yield
target
of
4-5%
is
achievable for income-oriented
investors

Key macro drivers supportive of multi-asset income in 2019
Our proposed multi-asset income allocation has delivered a total return of 8.9%
since the publication of our 2019 Outlook, of which 2.0% was from income. Those
strong performances across income assets in H1 2019 were driven by the
resilience of risky assets and the drop in global bond yields. Star performers were
DM HY bonds, global High Dividend Equity (HDY), and EM USD bonds, which rose
8.5%, 9.7% and 11.9% since our 2019 Outlook was released, respectively.
Mid-year has always been an important checkpoint for us to re-assess investment
allocations. For the income investment strategy, we believe current yields across
income assets still allow investors to fulfil their income goal of 4-5% without taking
excessive risks; our diversified income allocation currently yields 4.3%.
With the yield well within our target range, a key question is how investors should
position to minimise potential capital losses. We believe raising the allocation to
EM USD government bonds and DM HY bonds, while still maintaining a
reasonable allocation to high quality bonds, is the best way to do this. Our Global
Investment Committee believes there is a relatively high probability that the Fed
eases policy in the next 12 months as ‘insurance’ aimed at sustaining the current
economic expansion. A multi-asset income strategy has offered very strong total
returns in the 12 months following similar ‘insurance’ rate cuts in the past. Within
this, EM USD and DM HY bonds have also outperformed higher quality bonds
following Fed rate cuts.

Risk
management
remains
crucial in positioning our multiasset income allocation for H2
2019

Slowing growth and slowing
inflation have historically been
positive for income assets
Figure 19
Allocation performance
Allocation
performance
Multi-asset income

Outlook
to date*

1m
return**

8.9%

3.5%

Source: Bloomberg, Standard Chartered
*Performance from 7 December 2018 to 28
June 2019
**Performance from 30 May 2019 to 28
June 2019

Figure 18
Breakdown of our proposed multi-asset income allocation

19% Non-core
8% - Covered calls
8%- Sub financials
3% - Others

27% Equity

54% Bond
GLOBAL
MULTI-ASSET
INCOME
allocation

27% - Global High
Dividend Equity

DM IG Govt - 7%
DM IG Corp - 6%
DM HY Corp & Senior Floating
Rate Loans - 14%
EM HC Govt - 13%
EM LC Govt - 6%
Asia USD bonds - 9%

Source: Standard Chartered. Note: Allocation figures may not sum to 100% due to rounding
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Our recommended allocations
UK
5%

EM Govt HC
25%
Europe
ex-UK
19%

EM Govt LC
17%

Bonds
(Asia-focused)

DM HY
12%

DM IG Govt
12%

North
America
36%

EM Govt HC
23%

DM HY &
Leveraged
Loans
26%

Asia
ex-Japan
28%

Equity
(Asia-focused)
Asia USD
17%

DM IG Corp
17%

Japan
3%

Other EM
9%

Sub
financials
41%

Relative
Value
28%

Event Driven
19%

EM Govt LC
11%

Alternatives
Strategies

Non-core
Income

Higher Income
Bonds

Global
Macro
22%

Asia USD
17%
DM IG Corp
11%

DM IG Govt
12%

Covered
Calls
43%

Others
16%

Equity
Hedge
31%

Tailoring a multi-asset allocation to suit an individual’s return expectations and appetite for risk

•

We have come up with several asset class "sleeves" across major asset classes driven by our investment views

•

Our modular allocations can be used as building blocks to put together a complete multi-asset allocation

•

These multi-asset allocations can be tailored to fit an individual’s unique return expectations and risk appetite

•

We illustrate allocation examples for both Global and Asia-focused investors, across risk profiles

Bonds Allocation
(Asia-focused)

Higher Income Bond
Allocation

Equity Allocation
(Asia-focused)

Non-core Income
Allocation

Alternatives Strategies
Allocation

For investors who want a
diversified allocation
across major fixed income
sectors and regions

For investors who prefer
a higher income
component to capital
returns from their fixed
income exposure

For investors who want
a diversified allocation
across major fixed
income sectors and
regions

For investors who want
to diversify exposure
from traditional fixed
income and equity into
"hybrid" assets

For investors who want
to increase
diversification within
their allocation

Includes exposures to
Senior Floating Rate
bonds

Asia-focused allocation

Hybrid assets have
characteristics of both
fixed income and equity

Asia-focused allocation

Include both "substitute"
and "diversifying"
strategies

Examples include
Covered Calls, REITs,
and sub-financials
(Preferred Shares and
CoCo bonds)
Note: Allocation figures may not add up to 100% due to rounding

This reflects the views of the Wealth Management Group
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Asset allocation summary
Tactical Asset Allocation - (12m). All figures are in percentages.
ASIA FOCUSED
Summary

Moderate

Moderate

Moderately
Aggressive

Aggressive

11

4

2

0

11

4

2

0

68

43

31

8

68

43

31

8

21

38

53

82

21

38

53

82

0

15

14

9

0

15

14

9

11

4

2

0

11

4

2

0

8

5

4

1

12

7

5

1

View Conservative

Cash
Fixed Income
Equity
Alternative Strategies

Asset class

▼
◆
▲
◆

GLOBAL FOCUSED

Moderately
Aggressive

Aggressive Conservative

DM Government
Bonds

▼
◆

DM IG Corporate
Bonds

◆

11

7

5

1

15

10

7

2

DM HY Corporate
Bonds

◆

8

5

4

1

12

7

5

1

EM USD Government
Bonds

▲

17

11

8

2

13

8

6

2

12

7

5

1

9

5

4

1

12

7

5

1

9

5

4

1

7

13

19

29

12

21

30

47

4

7

10

15

2

3

5

7

1

2

2

4

1

2

2

4

1

1

2

3

1

1

2

2

6

11

15

23

4

7

9

15

2

4

5

8

2

3

5

7

0

15

14

9

0

15

14

9

100

100

100

100

100

100

100

100

USD Cash

EM Local Ccy
Government Bonds
Asia USD Bonds
North America Equity
Europe ex-UK Equity
UK Equity
Japan Equity
Asia ex-Japan Equity
Non-Asia EM Equity
Alternative Strategies

◆
◆
▲
◆
◆
▼
◆
◆
◆

Source: Bloomberg, Standard Chartered
For illustrative purposes only. Please refer to the disclosure appendix at the end of the document.
Note: (i) For small allocation we recommend investors to implement through global equity/global bond product; (ii) Allocation figures may not add up to 100% due
to rounding.
Legend:

▲

Most preferred

▼

Least preferred

Core holding
◆
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Market performance summary*
Year to date

1 Week

Equity | Country & Region

Global Equities
Global High Divi Yield Equities
Developed Markets (DM)
Emerging Markets (EM)
US
-0.3%
Western Europe (Local)
Western Europe (USD)
Japan (Local)
Japan (USD)
Australia
Asia ex-Japan
Africa
-0.6%
Eastern Europe
Latam
-1.2%
Middle East
China
India
South Korea
Taiwan
0.0%

16.2%
14.0%
17.0%
10.6%
18.4%
16.1%
15.8%

5.8%
7.7%
19.5%
10.7%
10.9%

22.0%
12.6%
12.7%
13.0%
7.7%

3.9%
9.9%

18.2%

14.5%
12.8%
14.5%
9.4%
18.9%

25.0%
15.2%
14.8%
12.3%
15.4%

0.1%
0.1%
0.0%
0.4%

0.1%
0.6%
0.5%
0.5%
1.2%
0.7%
0.8%
0.1%
0.5%
1.4%
1.9%

Equity | Sector
Consumer Discretionary
Consumer Staples
-0.6%
Energy
Financial
Healthcare
-0.5%
Industrial
IT
Materials
Telecom
-0.5%
Utilities
-1.5%
Global Property Equity/REITs
-1.1%

0.4%
0.0%
1.0%
0.4%
0.1%
1.2%

Bonds | Sovereign

DM IG Sovereign
US Sovereign
EU Sovereign
EM Sovereign Hard Currency
EM Sovereign Local Currency
Asia EM Local Currency

5.3%
5.2%
4.8%

11.3%
8.1%
6.4%

0.5%
0.4%
1.0%
0.1%
0.6%
0.7%

Bonds | Credit
DM IG Corporates
DM High Yield Corporates
US High Yield
Europe High Yield
Asia Hard Currency

8.1%
9.3%
9.9%
7.4%
8.0%

0.7%
0.2%
0.0%
0.7%

0.2%

Commodity
5.1%

1.1%

Diversified Commodity
Agriculture
Energy
Industrial Metal
Precious Metal
Crude Oil
Gold

0.0%
9.3%
3.5%
5.9%
17.9%
9.9%

-0.6%
2.5%
1.9%
0.7%
0.4%
0.7%

FX (against USD)
Asia ex-Japan
AUD
EUR
GBP
JPY
SGD

0.0%
-0.4%
-0.8%
-0.5%
1.6%
0.7%

0.0%
1.4%
0.0%

-0.3%
-0.5%
0.1%

Alternatives
4.2%
4.2%
2.5%
6.0%
2.6%
-5%

0%

5%

10%

0.1%
0.2%
0.3%

Composite (All strategies)
Relative Value
Event Driven
Equity Long/Short
Macro CTAs
15%

20%

25%

30%

-0.1%
-0.1%
-2%

-1%

0%

1%

2%

3%

Source: MSCI, JPMorgan, Barclays, Citigroup, Dow Jones, HFRX, FTSE, Bloomberg, Standard Chartered
*All performance shown in USD terms, unless otherwise stated
*YTD performance data from 31 December 2018 to 30 June 2019 and 1-week performance from 23 June 2019 to 30 June 2019
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Events calendar
july 2019
X
X

UK Conservative Party members vote
on new Prime Minister
China Politburo meeting on
economic policy

august 2019

september 2019

01

FOMC policy decision

03

RBA policy decision

01

BoE policy decision

12

ECB policy decision

06

RBA policy decision

01

Japan Upper House election

19

FOMC policy decision

02

RBA policy decision

19

BoJ policy decision

25

ECB policy decision

19

BoE policy decision

30

BoJ policy decision

30

US deadline for budget agreement

october 2019

november 2019

december 2019

X

Japan’s consumption tax hike
scheduled

X

Japan’s Constitutional
referendum

X

China Central Economic
Conference

X

China Politburo meeting on
economic policy

X

APEC summit

X

China Politburo meeting on
economic policy

01

RBA policy decision

05

RBA policy decision

03

RBA policy decision

24

ECB policy decision

07

BoE policy decision

12

FOMC policy decision

31

Last day of ECB President Mario
Draghi’s 8-year term

14

US auto tariff decision due

12

ECB policy decision

31

FOMC policy decision

19

BoJ policy decision

31

BoJ policy decision

19

BoE policy decision

31

UK Brexit deadline

january 2020

february 2020

march 2020

23

ECB policy decision

3

US Super Tuesday (Democratic
presidential primaries)

30

FOMC policy decision

10

More US Democratic presidential
primaries

30

BoE policy decision

12

ECB policy decision

19

FOMC policy decision

26

BoE policy decision

april 2020
30

FOMC policy decision

30

ECB policy decision

may 2020
7

BoE policy decision

june 2020
4

ECB policy decision

11

FOMC policy decision

18

BoE policy decision

Legend: X – Date not confirmed | ECB – European Central Bank | FOMC – Federal Open Market Committee (US) | BoJ – Bank of Japan | BoE – Bank of England
| RBA – Reserve Bank of Australia
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28 Disclosure appendix
THIS IS NOT A RESEARCH REPORT AND HAS NOT BEEN PRODUCED BY A RESEARCH UNIT.
This document is not research material and it has not been prepared in accordance with legal requirements designed to
promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination
of investment research. This document does not necessarily represent the views of every function within the Standard
Chartered Group (as defined below), particularly those of the Global Research function.
Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18. The
Principal Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank
is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential
Regulation Authority. Standard Chartered PLC, the ultimate parent company of Standard Chartered Bank, together with its
subsidiaries and affiliates (including each branch or representative office), form the Standard Chartered Group.
Banking activities may be carried out internationally by different branches, subsidiaries and affiliates within the Standard
Chartered Group (collectively “SCB”) according to local regulatory requirements. With respect to any jurisdiction in which there
is a SCB entity, this document is distributed in such jurisdiction by, and is attributable to, such local SCB entity. Recipients in
any jurisdiction should contact the local SCB entity in relation to any matters arising from, or in connection with, this document.
Not all products and services are provided by all SCB entities.
This document is being distributed for general information only and it does not constitute an offer, recommendation or
solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation to any securities or
other financial instruments. This document is for general evaluation only, it does not take into account the specific investment
objectives, financial situation or particular needs of any particular person or class of persons and it has not been prepared for
any particular person or class of persons.
Investment involves risks. The prices of investment products fluctuate, sometimes dramatically. The price of investment
products may move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit made
as a result of buying and selling investment products. You should not rely on any contents of this document in making any
investment decisions. Before making any investment, you should carefully read the relevant offering documents and seek
independent legal, tax and regulatory advice. In particular, we recommend you to seek advice regarding the suitability of the
investment product, taking into account your specific investment objectives, financial situation or particular needs, before you
make a commitment to purchase the investment product.
Opinions, projections and estimates are solely those of SCB at the date of this document and subject to change without notice.
Past performance is not indicative of future results and no representation or warranty is made regarding future performance.
Any forecast contained herein as to likely future movements in rates or prices or likely future events or occurrences constitutes
an opinion only and is not indicative of actual future movements in rates or prices or actual future events or occurrences (as
the case may be). This document has not been and will not be registered as a prospectus in any jurisdiction and it is not
authorised by any regulatory authority under any regulations.
SCB makes no representation or warranty of any kind, express, implied or statutory regarding, but not limited to, the accuracy
of this document or the completeness of any information contained or referred to in this document. This document is
distributed on the express understanding that, whilst the information in it is believed to be reliable, it has not been
independently verified by us. SCB accepts no liability and will not be liable for any loss or damage arising directly or indirectly
(including special, incidental or consequential loss or damage) from your use of this document, howsoever arising, and
including any loss, damage or expense arising from, but not limited to, any defect, error, imperfection, fault, mistake or
inaccuracy with this document, its contents or associated services, or due to any unavailability of the document or any part
thereof or any contents.
SCB, and/or a connected company, may at any time, to the extent permitted by applicable law and/or regulation, be long or
short any securities, currencies or financial instruments referred to on this document or have a material interest in any such
securities or related investment, or may be the only market maker in relation to such investments, or provide, or have provided
advice, investment banking or other services, to issuers of such investments. Accordingly, SCB, its affiliates and/or
subsidiaries may have a conflict of interest that could affect the objectivity of this document. This document must not be
reproduced, forwarded or otherwise made available to any other person without the express written consent of SCB, nor
should it be distributed into any other jurisdiction unless permitted by the local laws and regulations of that jurisdiction. Neither
SCB nor any of its directors, employees or agents accept any liability whatsoever for the actions of third parties in this respect.

20

Standard Chartered Bank
Global Market Brief | 2 July 2019

Copyright: Copyright in all materials, text, articles and information contained herein is the property of, and may only be
reproduced, redistributed or forwarded with permission of an authorised signatory of, the Standard Chartered Group. Copyright
in materials created by third parties and the rights under copyright of such parties are hereby acknowledged. Copyright in all
other materials not belonging to third parties and copyright in these materials as a compilation vests and shall remain at all
times copyright of the Standard Chartered Group and should not be reproduced or used except for business purposes on
behalf of the Standard Chartered Group or save with the express prior written consent of an authorised signatory of the
Standard Chartered Group. All rights reserved. © Standard Chartered 2019. STANDARD CHARTERED, Trust Mark device,
HERE FOR GOOD and the Colour Band device are trade marks owned by Standard Chartered. The Standard Chartered
Group reserves the right to make changes and corrections to the information herein at any time without notice. This document
and any part hereof may not be reproduced in any form without the express written permission of the Standard Chartered
Group.
Standard Chartered Private Bank is the private banking division of Standard Chartered. Private banking activities may be
carried out internationally by different legal entities and affiliates within the Standard Chartered Group (each an “SC Group
Entity”) according to local regulatory requirements. Not all products and services are provided by all branches, subsidiaries
and affiliates within the Standard Chartered Group. Some of the SC Group Entities only act as representatives of the Standard
Chartered Private Bank, and may not be able to offer products and services, or offer advice to clients. They serve as points of
contact only.
Country and Area Specific Disclosures
Botswana: This document is being distributed in Botswana by, and is attributable to, Standard Chartered Bank Botswana
Limited which is a financial institution licensed under the Section 6 of the Banking Act CAP 46.04 and is listed in the Botswana
Stock Exchange.
Brunei Darussalam: This document is being distributed in Brunei Darussalam by, and is attributable to, Standard Chartered
Securities (B) Sdn Bhd which is a limited liability company registered with the Registry of Companies with Registration Number
RC20001003 and licensed by Autoriti Monetari Brunei Darussalam as a Capital Markets Service License Holder with License
Number AMBD/R/CMU/S3-CL.
China Mainland: This document is being distributed in China by, and is attributable to, Standard Chartered Bank (China)
Limited which is mainly regulated by China Banking Regulatory Commission (CBRC), State Administration of Foreign
Exchange (SAFE), and People’s Bank of China (PBOC).
Hong Kong: In Hong Kong, this document, except for any portion advising on or facilitating any decision on futures contracts
trading, is distributed by Standard Chartered Bank (Hong Kong) Limited (“SCBHK”), a subsidiary of Standard Chartered PLC.
SCBHK has its registered address at 32/F, Standard Chartered Bank Building, 4-4A Des Voeux Road Central, Hong Kong and
is regulated by the Hong Kong Monetary Authority and registered with the Securities and Futures Commission (“SFC”) to carry
on Type 1 (dealing in securities), Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type 9 (asset
management) regulated activity under the Securities and Futures Ordinance (Cap. 571) (“SFO”) (CE No. AJI614). The
contents of this document have not been reviewed by any regulatory authority in Hong Kong and you are advised to exercise
caution in relation to any offer set out herein. If you are in doubt about any of the contents of this document, you should obtain
independent professional advice. Any product named herein may not be offered or sold in Hong Kong by means of any
document at any time other than to “professional investors” as defined in the SFO and any rules made under that ordinance. In
addition, this document may not be issued or possessed for the purposes of issue, whether in Hong Kong or elsewhere, and
any interests may not be disposed of, to any person unless such person is outside Hong Kong or is a “professional investor” as
defined in the SFO and any rules made under that ordinance, or as otherwise may be permitted by that ordinance. In Hong
Kong, Standard Chartered Private Bank is the private banking division of Standard Chartered Bank (Hong Kong) Limited.
Ghana: Standard Chartered Bank Ghana Limited accepts no liability and will not be liable for any loss or damage arising
directly or indirectly (including special, incidental or consequential loss or damage) from your use of these documents. Past
performance is not indicative of future results and no representation or warranty is made regarding future performance. You
should seek advice from a financial adviser on the suitability of an investment for you, taking into account these factors before
making a commitment to invest in an investment. To unsubscribe from receiving further updates, please click here. Please do
not reply to this email. Call our Priority Banking on 0302610750 for any questions or service queries. You are advised not to
send any confidential and/or important information to the Bank via e-mail, as the Bank makes no representations or warranties
as to the security or accuracy of any information transmitted via e-mail. The Bank shall not be responsible for any loss or
damage suffered by you arising from your decision to use e-mail to communicate with the Bank.
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India: Standard Chartered Bank does not provide any investment advisory services. Standard Chartered Bank in its capacity
of a distributor of mutual funds or while referring any other third party financial products may offer advice which is incidental to
its activity of distribution/referral. Standard Chartered Bank will not be charging any fee/consideration for such advice and such
advice should not be construed as 'Investment Advice' as defined in the Securities and Exchange Board of India (Investment
Advisers) Regulations, 2013 or otherwise. All products are subject to suitability and availability. Mutual Fund Investments are
subject to market risk. Read scheme related documents carefully prior to investing. Past performance is not indicative of future
returns.
Jersey: In Jersey, Standard Chartered Private Bank is the Registered Business Name of the Jersey Branch of Standard
Chartered Bank. The Jersey Branch of Standard Chartered Bank is regulated by the Jersey Financial Services Commission.
Copies of the latest audited accounts of Standard Chartered Bank are available from its principal place of business in Jersey:
PO Box 80, 15 Castle Street, St Helier, Jersey JE4 8PT. Standard Chartered Bank is incorporated in England with limited
liability by Royal Charter in 1853 Reference Number ZC 18. The Principal Office of the Company is situated in England at 1
Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and Prudential Regulation Authority. The Jersey Branch of Standard Chartered
Bank is also an authorised financial services provider under license number 44946 issued by the Financial Sector Conduct
Authority of the Republic of South Africa. Jersey is not part of the United Kingdom and all business transacted with Standard
Chartered Bank, Jersey Branch and other Standard Chartered Group Offices outside of the United Kingdom, are not subject to
some or any of the investor protection and compensation schemes available under United Kingdom law.
Kenya: Investment Products and Services are distributed by Standard Chartered Investment Services Limited, a wholly owned
subsidiary of Standard Chartered Bank Kenya Limited (Standard Chartered Bank/the Bank) that is licensed by the Capital
Markets Authority as a Fund Manager. Standard Chartered Bank Kenya Limited is regulated by the Central Bank of Kenya.
Malaysia: This document is being distributed in Malaysia by Standard Chartered Bank Malaysia Berhad. Recipients in
Malaysia should contact Standard Chartered Bank Malaysia Berhad in relation to any matters arising from, or in connection
with, this document.
Singapore SCBSL: This document is being distributed in Singapore by, and is attributable to, Standard Chartered Bank
(Singapore) Limited (“SCBSL”). Recipients in Singapore should contact SCBSL in relation to any matters arising from, or in
connection with, this document. SCBSL is an indirect wholly-owned subsidiary of Standard Chartered Bank and is licensed to
conduct banking business in Singapore under the Singapore Banking Act, Chapter 19. IN RELATION TO ANY FIXED
INCOME AND STRUCTURED SECURITIES REFERRED TO IN THIS DOCUMENT (IF ANY), THIS DOCUMENT TOGETHER
WITH THE ISSUER DOCUMENTATION SHALL BE DEEMED AN INFORMATION MEMORANDUM (AS DEFINED IN
SECTION 275 OF THE SECURITIES AND FUTURES ACT, CHAPTER 289 (“SFA”). IT IS INTENDED FOR DISTRIBUTION
TO ACCREDITED INVESTORS, AS DEFINED IN SECTION 4A OF THE SFA, OR ON TERMS THAT THE SECURITIES MAY
ONLY BE ACQUIRED AT A CONSIDERATION OF NOT LESS THAN S$200,000 (OR ITS EQUIVALENT IN A FOREIGN
CURRENCY) FOR EACH TRANSACTION. Further, in relation to fixed income and structured securities mentioned (if any),
neither this document nor the Issuer Documentation have been, and will not be, registered as a prospectus with the Monetary
Authority of Singapore under the SFA. Accordingly, this document and any other document or material in connection with the
offer or sale, or invitation for subscription or purchase, of the product may not be circulated or distributed, nor may the product
be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons
other than a relevant person pursuant to section 275(1) of the SFA, or any person pursuant to section 275(1A) of the SFA, and
in accordance with the conditions, specified in section 275 of the SFA, or pursuant to, and in accordance with the conditions of,
any other applicable provision of the SFA. Deposit Insurance Scheme: Singapore dollar deposits of non-bank depositors are
insured by the Singapore Deposit Insurance Corporation, for up to S$75,000 in aggregate per depositor per Scheme member
by law. Foreign currency deposits, dual currency investments, structured deposits and other investment products are not
insured.
Singapore SCBSL (Standard Chartered Private Bank): This document is being distributed in Singapore by Standard
Chartered Bank (Singapore) Limited (“SCBSL”) only to accredited investors, expert investors or institutional investors, as
defined in the Securities and Futures Act, Chapter 289 of Singapore. Recipients in Singapore should contact SCBSL in relation
to any matters arising from, or in connection with, this document. In Singapore, Standard Chartered Private Bank is the Private
Banking division of Standard Chartered Bank (Singapore) Limited, (Registration No. 201224747C) (GST Group Registration
No. MR-8500053-0) is licensed to conduct banking business under the Banking Act, Chapter 19 of Singapore. IN RELATION
TO ANY FIXED INCOME AND STRUCTURED SECURITIES REFERRED TO IN THIS DOCUMENT (IF ANY), THIS
DOCUMENT TOGETHER WITH THE ISSUER DOCUMENTATION SHALL BE DEEMED AN INFORMATION
MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SFA). IT IS INTENDED FOR DISTRIBUTION TO ACCREDITED
INVESTORS, AS DEFINED IN SECTION 4A OF THE SFA. Further, in relation to fixed income and structured securities

22

Standard Chartered Bank
Global Market Brief | 2 July 2019

mentioned (if any), neither this document nor the Issuer Documentation have been, and will not be, registered as a prospectus
with the Monetary Authority of Singapore under the SFA. Accordingly, this document and any other document or material in
connection with the offer or sale, or invitation for subscription or purchase, of the product may not be circulated or distributed,
nor may the product be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons other than a relevant person pursuant to section 275(1) of the SFA, and in accordance with the
conditions, specified in section 275 of the SFA, or pursuant to, and in accordance with the conditions of, any other applicable
provision of the SFA. In relation to any collective investment schemes referred to in this document (if any), this document is for
general information purposes only and is not an offering document or prospectus (as defined in the SFA). This document is
not, nor is it intended to be (i) an offer or solicitation of an offer to buy or sell any financial product; or (ii) an advertisement of
an offer or intended offer of any financial product. Deposit Insurance Scheme: Singapore dollar deposits of non-bank
depositors are insured by the Singapore Deposit Insurance Corporation, for up to S$75,000 in aggregate per depositor per
Scheme member by law. Foreign currency deposits, dual currency investments, structured deposits and other investment
products are not insured.
Taiwan: Standard Chartered Bank (“SCB”) or Standard Chartered Bank (Taiwan) Limited (“SCB (Taiwan)”) may be involved in
the financial instruments contained herein or other related financial instruments. The author of this document may have
discussed the information contained herein with other employees or agents of SCB or SCB (Taiwan). The author and the
above-mentioned employees of SCB or SCB (Taiwan) may have taken related actions in respect of the information involved
(including communication with customers of SCB or SCB (Taiwan) as to the information contained herein). The opinions
contained in this document may change, or differ from the opinions of employees of SCB or SCB (Taiwan). SCB and SCB
(Taiwan) will not provide any notice of any changes to or differences between the above-mentioned opinions. This document
may cover companies with which SCB or SCB (Taiwan) seeks to do business at times and issuers of financial instruments.
Therefore, investors should understand that the information contained herein may serve as specific purposes as a result of
conflict of interests of SCB or SCB (Taiwan). SCB, SCB (Taiwan), the employees (including those who have discussions with
the author) or customers of SCB or SCB (Taiwan) may have an interest in the products, related financial instruments or related
derivative financial products contained herein; invest in those products at various prices and on different market conditions;
have different or conflicting interests in those products. The potential impacts include market makers’ related activities, such as
dealing, investment, acting as agents, or performing financial or consulting services in relation to any of the products referred
to in this document.
Thailand: Please study the Scheme Information Documents carefully e.g. investment policy, risks, fund performance before
investing.
UAE: DIFC - Standard Chartered Bank, Dubai International Financial Centre (SCB DIFC) having its offices at Dubai
International Financial Centre, Building 1, Gate Precinct, P.O. Box 999, Dubai, UAE is a branch of Standard Chartered Bank
and is regulated by the Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional
Clients and is not directed at Retail Clients as defined by the DFSA Rulebook. In the DIFC we are authorized to provide
financial services only to clients who qualify as Professional Clients and Market Counterparties and not to Retail Clients. As a
Professional Client you will not be given the higher retail client protection and compensation rights and if you use your right to
be classified as a Retail Client we will be unable to provide financial services and products to you as we do not hold the
required license to undertake such activities. For Islamic transactions, we are acting under the supervision of our Shariah
Supervisory Committee. Relevant information on our Shariah Supervisory Committee is currently available on the Standard
Chartered Bank website in the Islamic banking section here.
UAE: For residents of the UAE – Standard Chartered Bank UAE does not provide financial analysis or consultation services in
or into the UAE within the meaning of UAE Securities and Commodities Authority Decision No. 48/r of 2008 concerning
financial consultation and financial analysis.
Uganda: Our Investment products and services are distributed by Standard Chartered Bank Uganda Limited, which is licensed
by the Capital Markets Authority as an investment adviser.
United Kingdom: Standard Chartered Bank (trading as Standard Chartered Private Bank) is an authorised financial services
provider (license number 45747) in terms of the South African Financial Advisory and Intermediary Services Act, 2002.
Zambia: This document is distributed by Standard Chartered Bank Zambia Plc, a company incorporated in Zambia and
registered as a commercial bank and licensed by the Bank of Zambia under the Banking and Financial Services Act Chapter
387 of the Laws of Zambia.
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Market Abuse Regulation (MAR) Disclaimer
Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18. The
Principal Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank
is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential
Regulation Authority. Banking activities may be carried out internationally by different branches, subsidiaries and affiliates
within the Standard Chartered Group (collectively “SCB”) according to local regulatory requirements. Opinions may contain
outright "buy", "sell", "hold" or other opinions. The time horizon of this opinion is dependent on prevailing market conditions
and there is no planned frequency for updates to the opinion.
This opinion is not independent of SCB’s own trading strategies or positions. SCB and/or its affiliates or its respective officers,
directors, employee benefit programmes or employees, including persons involved in the preparation or issuance of this
document may at any time, to the extent permitted by applicable law and/or regulation, be long or short any securities or
financial instruments referred to in this document or have material interest in any such securities or related investments.
Therefore, it is possible, and you should assume, that SCB has a material interest in one or more of the financial instruments
mentioned herein. If specific companies are mentioned in this communication, please note that SCB may at times do business
or seek to do business with the companies covered in this communication; hold a position in, or have economic exposure to,
such companies; and/or invest in the financial products issued by these companies. Further, SCB may be involved in activities
such as dealing in, holding, acting as market makers or liquidity providers, or performing financial or advisory services
including but not limited to, lead manager or co-lead manager in relation to any of the products referred to in this
communication. SCB may have received compensation for these services and activities. Accordingly, SCB may have a
conflict of interest that could affect the objectivity of this communication.
SCB has in place policies and procedures, logical access controls and physical information walls to help ensure confidential
information, including material non-public or inside information is not disclosed unless in line with its policies and procedures
and the rules of its regulators.
Please refer to https://www.sc.com/en/banking-services/market-disclaimer.html for more detailed disclosures, including past
opinions in the last 12 months and conflict of interests, as well as disclaimers. This document must not be forwarded or
otherwise made available to any other person without the express written consent of SCB.
THIS IS NOT A RESEARCH REPORT AND HAS NOT BEEN PRODUCED BY A RESEARCH UNIT.
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