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European markets are suffering from a gradual slowdown that 

started in many parts of Europe at this time last year. Lower 

industrial production and falling consumer confidence have not 

supported an expanding GDP. There are some bright spots in the 

EuroZone. Inflation remains low at both the consumer and 

industrial level giving central bankers breathing room to reduce 

their balance sheets without disrupting a delicate expansion. 

German consumers remain confident and employment in Spain is 

improving. Switzerland trade balance remains positive, even 

while dropping slightly. 

The U.K. is struggling with great uncertainty and wild 

speculation on what happens after BREXIT that comes close to the 

edge of panic. No one knows what will transpire, but everyone is 

acting like an expert. The U.K. remains a major economic player 

in global markets and reality usually ends up somewhere in the 

middle of not too exciting and not dull either.  

The Prime Minister and Parliament have a large task in front of 

them and they will need to manage the future, or it will certainly 
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manage them. In the end a solution will work out because the 

economy is much bigger and has greater influence than any 

politician’s brief period of creativity or obstructionism.  

The U.K. is expected to perform in line with the 10 year average 

at just slightly better than 4%. This could certainly frustrate the 

remaining members of Eurozone as they are only expected to post 

a 3% return. 

The Pacific market without Japan is a mix of conflicts with South 

Korea expanding industrial production up 1.6% and an overall 

expanding economy. While Australia is slowing in terms 
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of industrial production and consumer home construction and 

China is coming to the realization that the rest of the world is not 

as welcoming to closed markets and the one-way free transfer of 

intellectual property. The USA is making the most noise, but 

several other major trading partners with China have indicated 

the rules of the game must change going forward. 

 

Japan continues to either enjoy, or be plagued with low inflation 

and low interest rates. Consumer confidence has started to 

weaken again. Trade on the other hand has improved with a 

much lower deficit than what was experienced in 2011 to 2016. 
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China has enjoyed one of the longest honeymoons with the rest of 

the developed world. The massive potential market in China has 

dimmed the competitive spirits of most companies to the point of 

rationalizing compromised positions. A new market environment 

is unfolding for everyone where China is no longer a new, rapidly 

expanding opportunity. It is a mature market, with massive 

potential, but also the complications of debt, more complex 

problems to growth strains, environmental complications and 

increased resistance from competitors on the loose terms of going 

forward. China will always be a tremendous opportunity in the 

future, but it will certainly have heart stopping moves, up and 

down, within the short term.  

Any investor that held positions in global bonds felt uneasy as the 

expanse of red ink spread across the globe in 2018. Low interest 

rates and continued uncertainty on the part of central bankers did 

not make a comfortable position for the bond investor. This is 

unchartered territory and the bankers have performed well, but 

uncertainty remains high. We do not expect international 

government bonds to post anything above 1% in 2019. 
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The corporate bond market is not expected to provide a 

comfortable alternative for bond enthusiasts. 

 


