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World markets review — Third quarter 2019 
 

Equities 

Global stocks moved sideways, pressured by the worsening U.S.-China trade war and signs of slowing global 

economic growth. Numerous central banks cut interest rates in a bid to counter the damaging effects of rising 

tariffs and declining manufacturing activity. Emerging markets stocks experienced the biggest losses, while U.S. 

and Japanese markets fared considerably better. 

Defensive stocks generally outpaced economically sensitive sectors, led by a strong rally among utilities and 

real estate companies. Consumer staples stocks also posted significant gains. Energy and basic materials stocks 

declined as investors fretted about the health of the global economy. Consumer discretionary and financial stocks 

were essentially flat. 

    September 2019     3Q 2019     YTD 2019 

    U.S. Local     U.S. Local     U.S. Local 

Equity index returns (%)   dollar  currency     dollar  currency     dollar  currency 

S&P 500   1.9 1.9     1.7 1.7     20.6 20.6 

MSCI ACWI   2.1 2.2     –0.0 1.1     16.2 17.2 

MSCI ACWI ex USA   2.6 2.9     –1.8 0.7     11.6 13.7 

MSCI World   2.1 2.3     0.5 1.5     17.6 18.5 

MSCI Emerging Markets IMI   1.9 1.5     –4.3 –2.1     5.4 7.4 

MSCI EAFE   2.9 3.5     –1.1 1.8     12.8 15.7 

MSCI Europe   2.7 3.1     –1.8 2.0     13.7 18.4 

MSCI Pacific   3.1 4.4     0.2 1.4     11.4 11.4 

Source: RIMES                       

 

Fixed income 

Bond markets rallied as central banks around the world reduced interest rates in the face of an escalating trade 

war. The U.S. Federal Reserve, the European Central Bank and many others moved aggressively as economic 

growth softened in many countries and Germany edged closer to a recession. The ECB also revived a bond-

buying stimulus program that it had phased out last December. 

In foreign exchange markets, the U.S. dollar rose against the euro, the pound sterling and most other 

currencies. The pound dropped sharply as British leaders continued to wrestle over the terms of the U.K.’s 

imminent withdrawal from the European Union. 

 Sep 3Q YTD   Exchange rates Sep 3Q YTD 

Fixed income index returns (%) 2019 2019 2019   (% change vs. USD) 2019 2019 2019 

Bloomberg Barclays U.S. Aggregate –0.5 2.3 8.5   Euro –1.0 –4.3 –4.6 

Bloomberg Barclays Global Aggregate –1.0 0.7 6.3   Japanese yen –1.8 –0.3 1.5 

Bloomberg Barclays U.S. Corp IG –0.7 3.0 13.2   British pound 1.2 –3.2 –3.2 

Bloomberg Barclays U.S. Corp HY 0.4 1.3 11.4   Canadian dollar 0.4 –1.3 3.2 

JPM EMBI Global Diversified –0.5 1.5 13.0   Australian dollar 0.1 –3.9 –4.2 

JPM GBI-EM Global Diversified 1.0 –0.8 7.9   Swiss franc –0.8 –2.2 –1.1 

Source: RIMES. All returns are in U.S. dollar terms.               
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North America 

U.S. equities rose as accommodative central bank policies helped offset concerns that an escalating trade 

war with China and a U.S. yield curve inversion could lead to a recession. The utilities, real estate and consumer 

staples sectors had the strongest gains, while energy and health care stocks lagged. The Standard & Poor’s 500 

Index rose 21% year to date, its strongest return through three quarters since 1997. 

Tariffs on more than $125 billion of Chinese goods were applied on September 1. China retaliated by 

imposing additional tariffs on $75 billion of U.S. products. The prolonged trade dispute has shown signs of 

weakening the U.S. economy, most notably within manufacturing. The ISM manufacturing index indicated a 

second consecutive month of contraction in September, falling to its lowest levels since June 2009. Despite 

heightened recession concerns, the economy continued to be supported by a resilient labor market. In August, 

the unemployment rate was 3.7%, near a 50-year low. 

Alphabet shares soared 13%, rebounding after the company’s earnings report eased concerns over slowing 

advertising growth. Apple shares also notched double-digit gains, boosted by record revenues from its services 

and wearable divisions. Procter & Gamble shares climbed after the consumer goods conglomerate announced its 

highest quarterly sales growth in more than a decade. UPS reported that its next-day air service was helping take 

market share from rivals, propelling shares to its best single-day gain since 2008. 

The energy sector had the steepest declines. The bombing of two Saudi Arabian oil facilities in mid-September 

temporarily suspended half of the nation’s production and caused global oil prices to spike. However, Brent crude 

prices still finished the quarter 9% lower and have fallen 27% over the past year. Concho Resources plummeted 

34% and EOG Resources fell 20%. 

Health care stocks retreated as discussions around drug price transparency and pricing reform by U.S. 

presidential candidates continued to weigh on the sector. Pharmaceuticals Pfizer and Alexion each declined by 

double digits, as did health care providers United Health and Anthem. Outside of the sector, Netflix had one of the 

lowest quarterly returns, plunging 27% after reporting slower new subscriber growth.  

Bond returns were solid. Yields fell across the Treasury curve during the period, especially for longer maturity 

profiles. The 10-year Treasury yield ended 32 basis points lower at 1.68%. The Fed cut interest rates by 25 basis 

points in both July and September, citing weakening global growth and modest inflation. Falling yields led to 

positive results across most fixed income sectors. Investment-grade corporates had strong returns, gaining 

3.05%. The sector’s option-adjusted spread ended the quarter unchanged at 115 basis points. Issuance 

continued to pick up as companies took advantage of lower rates; Apple and Disney issued notable deals of      

$7 billion each. 
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Europe 

European stocks rose modestly as investors welcomed a new round of monetary stimulus measures. Reacting 

to signs of weakening economic growth, the European Central Bank cut interest rates in September and 

announced a relaunch of its massive bond-buying program. Overall, the MSCI Europe Index gained 2% in local 

currency terms. However, those gains were mostly erased for U.S. dollar–based investors amid sharp currency 

moves. 

British stocks lagged the market as Brexit turmoil continued to dominate the political scene in the United 

Kingdom. Parliament faces an October 31 deadline to approve an agreement to withdraw from the European 

Union, although it appears likely that leaders will seek another extension in the long-running negotiations. British 

stocks were essentially flat for the quarter and the pound sterling declined 3% against the dollar. 

The ECB’s highly telegraphed move took Europe further into the realm of negative interest rates. The central 

bank lowered its key policy rate to –0.5% from –0.4% in a bid to boost inflation and jump-start the European 

economy. Germany, the region’s largest economy, teetered on the verge of recession during the quarter as its 

auto industry was hit hard by global trade disruptions. Daimler shares fell 7%. 

Defensive stocks outpaced cyclical areas of the market, led by a 9% gain in the utilities sector. Shares of Italian 

utility Enel advanced as investors rotated into solid dividend-paying stocks. Energy and basic materials stocks 

experienced the biggest losses as investors worried about the health of the global economy. Shares of oil giants 

BP, Royal Dutch Shell and Total fell amid declining oil prices. 

In fixed income markets, European government bonds rallied on the ECB’s rate cut and the resumption of a €20 

billion per month bond-buying program. ECB President Mario Draghi said aggressive stimulus measures are 

necessary to help offset the damaging effects of trade wars and slowing economic growth. The yield on 

Germany’s benchmark 10-year note declined 25 basis points to end the period at –0.57%. In currencies, the euro 

fell 4% against the dollar.  

 

 

 

 

 

 

 

 

 

 

 

9% 

8% 

5% 

5% 

5% 

2% 

1% 

1% 

–0% 

–3% 

–3% 

Utilities

Real estate

Health care

Cons staples

Comm srvcs

Industrials

Cons disc

Financials

Info tech

Materials

Energy

Source: RIMES. 

MSCI Europe total returns (QTD)

0.40% 

–0.57% 

0.83% 

0.15% 

U.K.

Germany

Italy

Spain

Source: Thomson Reuters

10-year government bond yields



 
 

 

  
© 2019 Capital Group. All rights reserved. 
  Page 4 of 6 

Asia-Pacific  

Japanese stocks advanced, buoyed by a sharp rally in September. The MSCI Japan Index rose 3% while the 

MSCI Pacific ex Japan Index lost 3%, largely driven by a 12% decline in Hong Kong stocks. The Japanese yen 

fell 0.3% against the U.S. dollar after strengthening amid market volatility in August.  

Japan’s economy remained weak ahead of October’s tax hike. Japan’s second-quarter GDP growth was 

revised down to an annualized 1.3%, raising concerns about the economic outlook ahead of an October 1 

consumption tax hike. The last such tax hike in 2014 ushered in a recession. Manufacturing continued to weigh 

on the economy. Exports dropped 8.2% in August, the ninth consecutive monthly decline. Industrial production fell 

1.2% in August. Japanese consumers have helped soften the impact: retail sales rose 2% in August from a year 

ago and household spending increased for the eighth consecutive month in July. On the trade front, the U.S. and 

Japan reached a limited deal that spared the Japanese auto sector from additional tariffs, but Tokyo’s intensifying 

diplomatic dispute with South Korea deepened concerns about supply chain disruptions. 

The Bank of Japan held rates steady at its September meeting, even as the U.S. Federal Reserve and 

European Central Bank eased policy rates. The BOJ said it is considering further stimulus measures despite the 

earnings squeeze on banks from negative rates. Meanwhile, core inflation fell to a two-year low in August. 

Semiconductor equipment maker Advantest soared 63% after reporting better-than-expected quarterly sales. 

Sony rose 13% as an activist shareholder pushed it to spin off its semiconductor and financial services 

businesses, a proposal the company rejected. Nippon Steel fell 18% as it slashed its fiscal 2020 earnings 

forecast.  

Political unrest and trade hit the Hong Kong economy. GDP contracted 0.4% in the second quarter as 

demonstrations weighed on economic activity. Exports fell 5.6% year over year amid trade tensions and weaker 

global growth. In Australia, GDP rose 1.4% in the second quarter year over year, the lowest growth rate since 

2009. The country’s central bank cut rates a quarter point in July, matching its June cut. Australian stocks rose 

3%. Stocks in Singapore lost 4% as GDP contracted 3.3% in the second quarter. In New Zealand, the central 

bank slashed rates 50 basis points to 1% in August, and stocks rose 4%.   
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Emerging markets 

Emerging markets stocks fell due to uncertainty over the U.S.-China trade relationship, a broad slowdown in 

China’s economy and a strong U.S. dollar. Prices for industrial commodities declined as the global economy 

weakened, hurting stocks in the materials and financials sectors. Overall, the MSCI Emerging Markets Investable 

Market Index lost 4.3%. For the year to date, the index rose 5.4%. 

Chinese stocks declined for the second consecutive quarter. The Chinese economy cooled further, 

prompting the government to take steps to ease liquidity. Meanwhile, the U.S. and China announced further tariff 

increases on each other’s goods, with U.S. Treasury officials labeling China a currency manipulator. The Chinese 

renminbi lost 4% against the dollar. State-run Chinese banks and large technology-related companies led 

declines. Shares of Tencent fell 7%. The social media and mobile gaming giant said its revenue rose 21% in the 

recent quarter but was short of expectations. Shares of search engine operator Baidu and online travel company 

Ctrip.com fell 12% and 21%, respectively. 

Information technology stocks boosted gains in Taiwan. Index bellwether Taiwan Semiconductor indicated 

the semiconductor downturn is likely over, while shares of specialty chipmakers MediaTek and Largan Precision 

benefited from component demand for 5G smartphones. Other Asian markets declined, with South Korean 

companies hurt by a trade spat with Japan. 

Indian equities fell as growth slowed. India’s economy has struggled with a liquidity crunch among non-bank 

lenders, which has hurt consumer spending. To jump-start growth and revive corporate spending, the government 

on September 20 cut the country’s corporate tax rate to 22% from 30%. 

Brazilian stocks fell on weak commodity prices and lackluster growth. In a significant and long-awaited 

development, Brazil’s government looks poised to pass much-needed pension reform this fall. Brazil’s economy 

has struggled since emerging from a long recession in 2017. Shares of Vale slumped 15%, partly due to weaker 

prices for iron ore. Meat producer JBS surged 42% on strong pork demand from China.  

Argentine markets plunged after opposition candidate Alberto Fernández – supported by former president 

Cristina Fernández de Kirchner – beat market-friendly President Mauricio Macri in the country’s primary elections. 

Stocks plummeted 45% and the Argentine peso fell 26%.    

Many countries launched bond offerings as borrowing costs fell, with rate cuts from major central banks. 

Larger issues included those from South Africa, which sold $5 billion in eurobonds, and Abu Dhabi, which sold 

$10 billion in bonds. ◼ 

Quarter-to-date total returns (%) 

        USD Local Local Exchange 

  Equity     debt debt debt rate 

Equity indexes (USD) (USD)   Fixed income / currency (USD) (USD) (Local) (vs. USD) 

MSCI Emerging Markets IMI –4.3   JPM EMBI Global Div 1.5 --- --- --- 

MSCI Brazil IMI –3.9   JPM GBI-EM Global Div --- –0.8 3.5 --- 

MSCI China IMI –4.9   Brazil 3.2 –4.8 3.5 –8.0 

MSCI India IMI –6.0   Indonesia 4.1 1.9 2.4 –0.5 

MSCI Mexico IMI –1.6   Malaysia 3.0 0.8 2.1 –1.3 

MSCI Russia IMI –1.5   Mexico 5.3 2.4 5.3 –2.7 

MSCI South Africa IMI –11.6   Poland 1.3 –5.4 1.7 –7.0 

MSCI Korea IMI –5.3   South Africa 0.1 –6.3 0.8 –7.0 

MSCI Taiwan IMI 5.0   Turkey 4.6 19.0 16.2 2.4 

Source: RIMES               
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The statements expressed herein are as of the date published, are subject to change at any time based on market or other conditions and are 
based on information from sources believed to be reliable. This information is intended to highlight issues and should not be considered 
advice, an endorsement or a recommendation. Permission is given for personal use only. Any reproduction, modification, distribution, 
transmission or republication of the content, in part or in full, is prohibited. 

Certain market indexes are unmanaged and, therefore, have no expenses. Investors cannot invest directly in an index.  

Developed-market returns are in local currency and include net dividends. Emerging markets returns are in U.S. dollars. Unless otherwise 
noted, country stock returns are based on MSCI indexes, expressed in U.S. dollars, and assume the reinvestment of dividends. Results reflect 
dividends net of withholding taxes.  

Bloomberg Barclays indexes are unmanaged, and results include reinvested dividends and/or distributions but do not reflect the effect of sales 
charges, commissions, account fees, expenses or U.S. federal income taxes.   

Bloomberg Barclays U.S. Aggregate Index represents the U.S. investment-grade fixed-rate bond market. 

Bloomberg Barclays Global Aggregate Index represents the global investment-grade fixed income markets.  

Bloomberg Barclays U.S. Corporate Investment Grade Index represents the universe of investment grade, publically issued U.S. corporate 
and specified foreign debentures and secured notes that meet the specified maturity, liquidity, and quality requirements. 

Bloomberg Barclays U.S. Corporate High Yield 2% Issuer Capped Index covers the universe of fixed-rate, non-investment-grade debt. The 
index limits the maximum exposure of any one issuer to 2%.  

Dow Jones Industrial Average is a price-weighted average of 30 actively traded industrial and service-oriented blue chip stocks. 

J.P. Morgan Emerging Markets Bond Index (EMBI) Global Diversified and related country-specific indexes track total returns for U.S. dollar-
denominated debt instruments issued by emerging market sovereign and quasi-sovereign entities: Brady bonds, loans, eurobonds. 

J.P. Morgan Government Bond Index – Emerging Markets (GBI-EM) Global Diversified and related country-specific indexes cover the 
universe of regularly traded, liquid fixed-rate, domestic currency emerging market government bonds to which international investors can gain 
exposure. 

MSCI indexes are free-float-adjusted, market-capitalization weighted indexes. Developed market index results reflect dividends net of 
withholding taxes. Emerging market index results reflect dividends gross of withholding taxes through December 31, 2000, and dividends net 
of withholding taxes thereafter. Each index is unmanaged, and its results include reinvested dividends and/or distributions but do not reflect 
the effect of sales charges, commissions, account fees, expenses or U.S. federal income taxes. 

MSCI All Country World Index (ACWI) is designed to measure results of more than 40 developed and emerging equity markets.  

MSCI All Country World (ACWI) ex USA Index is designed to measure equity market results in the global developed and emerging markets, 
excluding the United States.  

MSCI EAFE® (Europe, Australasia, Far East) Index is designed to measure developed equity market results, excluding the United States and 
Canada.  

MSCI Emerging Markets Investable Markets Index includes large, mid-cap and small-cap segments, targeting a coverage range of close to 
99% of more than 20 emerging equity markets. Individual emerging markets listed herein represent a subset of the MSCI Emerging Markets 
Investable Market Index. 

MSCI Europe Index is designed to measure developed equity market results across 15 developed countries in Europe.  

MSCI Pacific Index is designed to measure the equity market performance of the developed markets in the Pacific region. It consists of Japan, 
Australia, Hong Kong, New Zealand and Singapore.  

MSCI World Index is designed to measure equity market results of developed markets. The index consists of more than 20 developed-market 
country indexes, including the United States.  

Nasdaq Composite Index is a broad-based market-capitalization-weighted index that measures all domestic and international-based common-
type stocks listed on The Nasdaq Stock Market. 

S&P 500 Index is a market-capitalization-weighted index based on the results of 500 widely held common stocks. This index is unmanaged, 
and its results include reinvested dividends and/or distributions but do not reflect the effect of sales charges, commissions, account fees, 
expenses or U.S. federal income taxes. 

Bloomberg® is a trademark of Bloomberg Finance L.P. (collectively with its affiliates, “Bloomberg”). Barclays® is a trademark of Barclays Bank 
Plc (collectively with its affiliates, “Barclays”), used under license. Neither Bloomberg nor Barclays approves or endorses this material, 
guarantees the accuracy or completeness of any information herein and, to the maximum extent allowed by law, neither shall have any liability 
or responsibility for injury or damages arising in connection therewith.  

This report, and any product, index or fund referred to herein, is not sponsored, endorsed or promoted in any way by J.P. Morgan or any of its 
affiliates who provide no warranties whatsoever, express or implied, and shall have no liability to any prospective investor, in connection with 
this report.  

MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable 
whatsoever for any data in the report. You may not redistribute the MSCI data or use it as a basis for other indices or investment products.  

The S&P 500 (“Index”) is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by Capital Group. 
Copyright © 2019 S&P Dow Jones Indices LLC, a division of S&P Global, and/or its affiliates. All rights reserved. Redistribution or reproduction 
in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. 

American Funds Distributors, Inc., member FINRA. 
Lit. No. ITGEFL-102-1019 CGD/10357-S71409  


