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2019: The year  
Central Banks  

took centre stage

Global GDP growth stood at 2.9% in 2019 – versus 
3.6% in 2018 - the slowest rate since the global 
financial crisis of 2009. This economic slowdown 
came largely on the back of growing trade barriers 
and heightening political tensions. In the US, GDP 
growth totalled 2.3% versus 2.9% the year before, 
whilst eurozone GDP growth was down to 1.2% in 
2019 from 1.9% in 2018. In Europe, the countries 
with more open economies and larger industrial 
components were hit hardest by the slowdown. 
Germany therefore chalked up growth of 0.6%, 
narrowly escaping recession in Q3, and Italy’s 
economy grew by just 0.2%. Evidently, despite this 
low growth, both the world’s largest economy and 
Europe were able to escape falling into recession in 
2019, largely thanks to the shift in position by  
central banks.

Against this backdrop of geopolitical tension and 
stunted economic growth, central banks reactivated 
their accommodative monetary policies in 2019. After 
tapering stimulus measures in 2018, both the Fed and 
the European Central Bank (BCE) gradually shifted 
narratives over the early part of the year, rolling out 
new accommodative measures in the second half 
of 2019. In the Fed’s case, the first step was to cut 
rates – three times as of 31 July – taking its target 

range from 2.25% – 2.50% to 1.50% – 1.75%. Its next 
step was to swell its balance sheet by intervening in 
the money markets, which suffered certain periods of 
stress in mid-September. Across the pond, the ECB 
slashed its deposit rate by 10 basis points to -0.50% 
and resumed its asset purchase programme at a pace 
of 20 billion euros a month, for as long as necessary.
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In terms of geopolitics, one of the main sources of 
uncertainty in 2019 was the trade war between China 
and the US. Towards the end of the year, however, 
tensions between the two global powers began to 
ease, until eventually an initial trade pact saw both 
parties commit to rolling back tariffs. The US halved 
tariffs on Chinese goods worth 125 billion dollars 
from 15% to 7.5%, and China removed tariffs on US 
products worth 75 billion dollars. The pact allowed 
Trump to shelve the dispute with China momentarily 
and focus on campaigning for the presidential 
elections in November. 

In Europe, meanwhile, acrimonious negotiations 
were underway between the UK and the European 
Union. Early 2019 saw Theresa May’s attempts to 
reach an agreement with the EU Member States 
systematically rejected by the UK Parliament. This 
deadlock led the British Prime Minister to tender 
her resignation and call a general election. Those 
elections were won – by a landslide – by Boris 
Johnson’s Conservatives. With the faith of the British 
public restored, the new government reached a 
withdrawal agreement with the European Union, 
which came into effect on 31 January 2020. 
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These events led to weaker industrial figures in the 
US and Europe than in 2018 and meant economic 
growth in 2019 was underpinned primarily by the 
resilience of the service sector. The US industrial 
sector outperformed its European counterpart; 
Germany was hit hardest by the trade war, and only 
started to recover in late 2019. 

There were minimal hikes in inflation in 2019 in the 
main Western economies (US +1.8% and Eurozone 
+1.2%), despite the substantial rally in oil prices 
(+22.68% in 2019), new monetary stimulus measures 
and robust employment figures. 

Unemployment hit a 50-year low in the US at 3.5%. 
Aggregate EU unemployment also continued to fall, 
closing near to 2007 lows at 7.4%. The strong labour 
market in both the US and Europe has therefore not 
yet been reflected in rising inflation.
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In conclusion, 2019 was a year of substantial, high-
profile geopolitical risk, and this uncertainty filtered 
through tangibly to the real economy. Thanks to the 
central banks, however, the main global economies 
were able to stretch the cycle and avoid a much-
feared recession.

HISTORICAL PMI  
IN MAIN REGIONS

2019 was a year of substantial, high-profile 
geopolitical risk and this uncertainty filtered 
through tangibly to the real economy. However, 
thanks to the central banks, the main global 
economies were able to stretch the cycle and 
avoid a much-feared recession.
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SPAIN

Spanish economic growth tapered off in 2019. After 
recovering to pre-crisis (2008) levels in 2017, GDP 
growth tailed off to close 2019 at +2% year on year, 
four tenths of a percentage point lower than the growth 
registered the year before. The contribution to growth by 
components was balanced; domestic demand accounted 
for 1.5 pp and external demand contributed 0.5 pp (seven 
tenths of a point higher than in 2018).

Although the growth posted last year was more 
moderate, the decline in Spain was minimal compared 
with the country’s main neighbouring economies. 
It is also important to highlight that the economic 
recovery after the 2009 crisis was accompanied by 
an improvement in the growth model. The Spanish 
economy closed last year less dependent on external 
financing; last year was the eighth consecutive year with 
a current account surplus. Also, private debt levels are 
now more contained, and are actually lower than the 
eurozone average.

The more negative aspect is Spain’s struggle to adjust 
its public accounts and its failure to comply with the 
deficit targets agreed with Brussels (-2% of GDP). 
However, the cheaper cost of funding drove down 
Spain’s public debt to 1.19 trillion euros, equivalent to 
95.5% of GDP. This was a year-on-year decrease of 
almost 2 pp and is the lowest ratio of public debt to 
GDP since 2012, according to the Bank of Spain.
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In the labour market, 2019 was the sixth consecutive 
year of net job creation. Based on Social Security 
registrations, a total of 384,373 new jobs were created 
in 2019, up by 2% year on year. The total number of 
contributors to the Social Security system closed 
last year at 19.4 million, completing a full recovery 
to the record high registered in 2007. According to 
the National Statistics Institute, the improvement 
in the unemployment rate tapered off slightly in 
2019; it remained high and fell by just six tenths of a 
percentage point over the year, closing 2019 at 13.8%.

The data for the foreign sector outperformed 
expectations last year and despite the increase 
in global trade tensions and the recession in the 
industrial sector, the Spanish economy was able to 
uphold continued growth in merchandise exports. 
Exports of goods in 2019 as a whole grew by 1.8% 
to a new record high of 290.09 billion euros, whilst 
imports grew by 1% over the year. As a result, the 
trade deficit shrank over the course of the year by 
5.5% to 31.98 billion euros.

The tourism sector chalked up another record year 
in Spain, with an increase in spending. A total of 83.7 
million international tourists visited Spain over the 
year, an increase of 1.1% versus 2018. The increase in 
total spending, however, was even more encouraging, 
rising 2.8% year on year to a total of 92.28 billion 
euros. The three Spanish regions that accounted 
for the strongest visitor and spending figures were 
Catalonia, the Canary Islands and the Balearic Islands. 
As for the countries of origin of Spain’s international 
visitors, the UK, Germany and France continue to 
account for the lion’s share. However, given the 
slowdown in their respective economies, arrivals 
fell by 2.4% from the UK, 2.1% from Germany and 
1.2% from France. On the flipside, the number of US 
tourists visiting Spain registered double-digit growth 
of 12.6%.

Finally, in terms of consumer prices, the economy 
continued to reflect the absence of inflationary 
pressure and the CPI rose by just 0.7% YOY in 2019, 
substantially less than the average increase of 1.7% 
the year before.

A total of 83.7 million 
international tourists 
visited Spain over the 
year, an increase of  
1.1% versus 2018.
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MARKETS

Stock markets put in an impressive performance 
across the board in 2019, clawing back the 
losses registered the previous year. The markets 
overlooked the uncertainty triggered by the trade 
war, the difficulties surrounding Brexit and weaker 
global economic growth and corporate earnings. The 
US indices performed particularly well, with gains 
of 28.9% for the S&P and 35.5% for the NASDAQ 
over the year. Europe saw excellent performances 
by the EuroStoxx 50 (+24.8%), the German DAX 
(+25.5%) and France’s CAC (+26.3%), and less 
resounding but still positive gains for the FTSE 100 
(+12.1%) and Spain’s Ibex (+11.8%). Emerging market 
equities closed 2019 with impressive gains for the 
MSCI Emerging Markets (+15.4%) and China (+21%) 
indices. 

The policy pivot by the Fed and the ECB in 2019, 
with a return to expansionary monetary policies, 
generated a positive performance by fixed income 
markets. Against this backdrop, the European and 
US sovereign indices posted gains approaching 7%. 

As for credit, the US market outperformed, both in 
investment grade (+14.5%) and high yield (+14.3%). 
In emerging market fixed income, the sovereign index 
in dollars gained 14.1%, outperforming the local 
currency index, which gained 12.2%.

In the forex market, the euro lost ground against 
the dollar again in 2019. The stronger US economy, 
a rate spread that played in the US’s favour and the 
lingering political risk in the eurozone all conspired 
to hamstring the euro, which lost 2.2% over the 
year. The pound sterling, however, gained ground 
on the back of increasing evidence of an agreed 
UK withdrawal from the EU. As a result, the pound 
closed the year up 6% versus the euro. Finally, 
the uncertainty triggered by trade tensions helped 
the yen secure its status as a haven, with the euro 
losing 3.2% against the Japanese currency. As for 
emerging market currencies, the Argentine peso 
remained in free fall after the change of government, 
losing around 60% of its value against the dollar. In 
Turkey, government meddling in central bank activity 
triggered further losses for the lira against the dollar, 
though less pronounced than in 2018. 

Stock markets put in an 
impressive performance 
across the board in  
2019, clawing back the 
losses registered the 
previous year.
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In the commodity markets, crude outperformed, 
gaining 22.6% over the year to reach $66/barrel. 
This rise in Brent prices, which redressed the losses 
sustained in 2018, came on the back of policies to 
cut oil output, spearheaded by OPEC and Russia, to 
achieve satisfactory levels for producer countries in 
response to fears over weaker demand due to the 

economic slowdown. Tensions in countries like Iran, 
Iraq and Libya also supported this trend. Gold prices 
also closed 2019 with impressive gains, climbing 18% 
to $1,522/ounce. The phase 1 trade deal between the 
US and China failed to topple gold from its safe-haven 
pedestal, as future phases of the negotiations are 
expected to generate further uncertainty.    

ASSET PERFORMANCE IN 2019
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