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The value of Nowcast analysis 
 

Since January 2018, 

our global Nowcast 

has steadily declined 

 

 

 

 

 

 

 

 

 

 

All major regions 

have trended lower, 

but the US has 

outperformed 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Our global Nowcast, a “big data” measure of economic activity, has steadily declined since 

the beginning of 2018, from a peak of 4.6% annualised growth in January 2018 to 2.2% in 

July 2019 (Figure 1).  

Recent weakness in economic data - combined with volatile stock markets and a temporary 

inversion of the yield curve - has raised concerns among investors about the risk of a US or 

global recession. Indeed, the current global growth rate is at about the same level as during 

2016 when recession fears last flared up.  

Figure 1: Global Nowcast (annualised growth rates) 

Source: HSBC Global Asset Management, data as at 10 September 2019.  

This slowdown has been borne out by all major regions, albeit with variations. Figure 2 

shows the history of the Nowcasts for the eurozone, the US and emerging markets (EM) 

excluding mainland China. The eurozone Nowcast has fallen the most, while the US has 

held up relatively well. The performance of EM economies has been somewhere in the 

middle.  

Figure 2: Regional Nowcasts  

Source: HSBC Global Asset Management, data as at 10 September 2019. 

 
Where does this weakness come from, and what explains the regional differences?  

To answer these questions, it helps to look at the underlying data that feed into our 

Nowcast model. Here, we focus on two particular groups; on the one hand economic 

indicators of the services and consumer sector, and on the other those that report on 

industrial activity and international trade (which almost always means trade in goods 

excluding services).  

While there are many more indicators in our database outside these sectors, for this 

exercise we focus just on these two broadly defined groups. We take the averages of the 

data in each group. The resulting data are depicted in Figure 3.   
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Industrial and trade 
sector activity has 
fallen sharply, to 
below the last trough 
in 2016 

 

 

 

 

 

 

 

 

 

 

 

Services and 

consumer sector 

activity is steadier 

 

 

 

 

 

 

 

 

 

 

 

We maintain our 

overweight equities 

position 

 

Figure 3: Performance by sector (standard deviation from mean) 

 

 
 Source: HSBC Global Asset Management, data as at 10 September 2019. 

We note that industrial and trade sector activity has deteriorated precipitously from its peak 

at the end of 2017, to below the last trough seen in 2016. The consumer and services 

sector (which accounts for a larger share of the global economy) has followed a similar 

trajectory, but not to the same extent - activity remains slightly stronger than the 2016 

cyclical low.  

The industrial sector is softening for two reasons. Firstly, it is in a structural decline, as an 

ever larger share of global consumption is directed to services. Secondly, there are cyclical 

headwinds affecting the industrial sector, most notably global trade tensions and 

geopolitical uncertainty impacting supply chains and demand for investment goods (e.g. 

machinery and equipment).  

The services sector, on the other hand, is more stable by nature. It is less susceptible to 

the corporate investment cycle and global trade disputes. It is more geared towards the 

domestic economy and hence more sensitive to monetary policy and financial conditions, 

which have been supportive in many economies this year.   

Overall, this may explain the performance gap between the US and the eurozone: the 

former is a relatively closed economy based on domestic consumption, while the latter has 

a large export sector and industrial base.  

Where do we go from here?  

Recession fears flared up in 2015/16. A slowdown in China reverberated through the global 

economy and corporate profits came under pressure stoking fears of a downturn. However, 

the recession did not materialise, and instead what followed was a two-year period of a 

synchronised global upswing, dubbed the “goldilocks” economy.  

It is not clear if we will experience a similar outturn this time around. Compared to 2016, the 

global economy is at a more advanced stage of the business cycle; the unemployment rate 

is lower and inflation is higher than in early 2016, both suggesting less spare capacity. But 

lower government debt and bond yields suggest governments have capacity to ease fiscal 

conditions in case of a downturn.  

Where does this leave us with investments?  

Given the current weakness of the business cycle and the uncertainties about the 

economic outlook it may be tempting to reduce our allocation to risky assets. However, 

perceived “safe” assets - in particular government bonds - have rallied recently based on 

the expectation that central banks will ease monetary policy further to support the 

economy. This has widened the valuation gap between bonds and equities. Hence, 

equities are attractively priced relative to bonds.  

Therefore, we maintain a pro-risk stance in our portfolios; overweight global equities and 

underweight government bonds1. But given the vulnerabilities around the industrial cycle 

that we discussed above, we advocate a cautious use of our risk budgets on a tactical 

basis.  

Marcus Sonntag, Macro & Investment Strategist  

                                                           
1 In emerging markets, we prefer local-currency government bonds over equities. 
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Important Information for Customers:  

WARNING: THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY IN HONG KONG OR 
ANY OTHER JURISDICTION. YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO THE INVESTMENT AND THIS DOCUMENT.  IF 
YOU ARE IN DOUBT ABOUT ANY OF THE CONTENTS OF THIS DOCUMENT, YOU SHOULD OBTAIN INDEPENDENT PROFESSIONAL 
ADVICE. 
 
This document has been issued by The Hongkong and Shanghai Banking Corporation Limited (the "Bank") in the conduct of its regulated business in 
Hong Kong and may be distributed in other jurisdictions where its distribution is lawful.  It is not intended for anyone other than the recipient.  The 
contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. This 
document must not be distributed to the United States, Canada or Australia or to any other jurisdiction where its distribution is unlawful.  All non-
authorised reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings.  
 
This document has no contractual value and is not and should not be construed as an offer or the solicitation of an offer or a recommendation for the 
purchase or sale of any investment or subscribe for, or to participate in, any services. The Bank is not recommending or soliciting any action based on 
it.  
 
The information stated and/or opinion(s) expressed in this document are provided by HSBC Global Asset Management Limited.  We do not undertake 
any obligation to issue any further publications to you or update the contents of this document and such contents are subject to changes at any time 
without notice.  They are expressed solely as general market information and/or commentary for general information purposes only and do not 
constitute investment advice or recommendation to buy or sell investments or guarantee of returns.  The Bank has not been involved in the 
preparation of such information and opinion.  The Bank makes no guarantee, representation or warranty and accepts no responsibility for the 
accuracy and/or completeness of the information and/or opinions contained in this document, including any third party information obtained from 
sources it believes to be reliable but which has not been independently verified.  In no event will the Bank or HSBC Group be liable for any damages, 
losses or liabilities including without limitation, direct or indirect, special, incidental, consequential damages, losses or liabilities, in connection with 
your use of this document or your reliance on or use or inability to use the information contained in this document.  
 
In case you have individual portfolios managed by HSBC Global Asset Management Limited, the views expressed in this document may not 
necessarily indicate current portfolios' composition. Individual portfolios managed by HSBC Global Asset Management Limited primarily reflect 
individual clients' objectives, risk preferences, time horizon, and market liquidity.  
 
The information contained within this document has not been reviewed in the light of your personal circumstances. Please note that this information is 
neither intended to aid in decision making for legal, financial or other consulting questions, nor should it be the basis of any investment or other 
decisions. You should carefully consider whether any investment views and investment products are appropriate in view of your investment 
experience, objectives, financial resources and relevant circumstances. The investment decision is yours but you should not invest in any product 
unless the intermediary who sells it to you has explained to you that the product is suitable for you having regard to your financial situation, investment 
experience and investment objectives.  The relevant product offering documents should be read for further details. 
 
Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of 
future events. Such forward looking statements are not guarantees of future performance or events and involve risks and uncertainties. Such 
statements do not represent any one investment and are used for illustration purpose only. Customers are reminded that there can be no assurance 
that economic conditions described herein will remain in the future. Actual results may differ materially from those described in such forward-looking 
statements as a result of various factors. We can give no assurance that those expectations reflected in those forward-looking statements will prove to 
have been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. We do not undertake any obligation to 
update the forward-looking statements contained herein, whether as a result of new information, future events or otherwise, or to update the reasons 
why actual results could differ from those projected in the forward-looking statements.  
 
Investment involves risk.  It is important to note that the capital value of investments and the income from them may go down as well as up and may 
become valueless and investors may not get back the amount originally invested. Past performance contained in this document is not a reliable 
indicator of future performance whilst any forecasts, projections and simulations contained herein should not be relied upon as an indication of future 
results. Past performance information may be out of date. For up-to-date information, please contact your Relationship Manager. 
 
Investment in any market may be extremely volatile and subject to sudden fluctuations of varying magnitude due to a wide range of direct and indirect 
influences. Such characteristics can lead to considerable losses being incurred by those exposed to such markets. If an investment is withdrawn or 
terminated early, it may not return the full amount invested. In addition to the normal risks associated with investing, international investments may 
involve risk of capital loss from unfavourable fluctuations in currency values, from differences in generally accepted accounting principles or from 
economic or political instability in certain jurisdictions. Narrowly focused investments and smaller companies typically exhibit higher volatility. There is 
no guarantee of positive trading performance. Investments in emerging markets are by their nature higher risk and potentially more volatile than those 
inherent in some established markets. Economies in emerging markets generally are heavily dependent upon international trade and, accordingly, 
have been and may continue to be affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and 
other protectionist measures imposed or negotiated by the countries with which they trade. These economies also have been and may continue to be 
affected adversely by economic conditions in the countries in which they trade. Mutual fund investments are subject to market risks. You should 
read all scheme related documents carefully.  
 
Copyright © The Hongkong and Shanghai Banking Corporation Limited 2019. All rights reserved. No part of this publication may be reproduced, 
stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the 
prior written permission of The Hongkong and Shanghai Banking Corporation Limited. 

 
Issued by The Hongkong and Shanghai Banking Corporation Limited 
 
 Expires 16.03.2020 


