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RECESSION RISKS ARE RECEDING,
BUT WE STILL FACE UNCERTAINTY
PEFINDO is of the view that the threat of a recession in 2020 has receded, mainly due to the normalization of the yield curve and the
progress in the trade negotiations between the United States of America (US) and China. However, there are still uncertainties ahead.
The US and other countries may have their own respective risks, and interconnected geopolitical threats and other non-economic
risks need to be navigated in order to take advantage of more opportunities in 2020.
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shortly. Both trade deals are expected to positively contribute to US economic growth,
which could also build business confidence and positive market sentiment for the
global economy.
But uncertainties remain. Wells Fargo’s head of real asset strategy, John LaForge, has
been quoted as saying: “Although recession is a low probability, but we are almost 11
years into an economic expansion, the longest in history and we are inching closer to
that probability”. The Wolters Kluwer survey of 51 economists projected that the US
economy will only grow an average of 1.8% year-on-year (yoy) in 2020, down from
2.3% yoy this year and a healthy 2.9% yoy in 2018 that matched a post-recession high.
At the same time, the large tax cuts in the US for mostly big corporations and highincome households aimed at generating the jobs needed to keep unemployment low
and to trigger a more sustainable growth on the contrary made the US goverment
struggle with trillion-dollar budget deficits and an increasingly heavy debt load. If the
US economy were to slow any further, for whatever reason, then unemployment would
begin to rise and recession becomes more likely to happen sooner.

FIGURE 1.
US UNEMPLOYMENT RATE

Source: Fed St.Louis (2019)

Nevertheless, we need to keep in mind that the US presidential election will take place
in 2020, and that since 1900, there has only been one recession, in 1948.
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LOBAL ECONOMIC RISKS

The recovery of the US economy will
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FIGURE 2.
SIZES OF CORPORATE LOCAL CURRENCY BOND MARKET IN ASIA
FIGURE 2.1.
IN PERCENT OF GDP

FIGURE 2.2.
IN USD BILLION

Noted: CN – China; ID – Indonesia; JP – Japan; KR – Republic of South Korea; MY – Malaysia; PH – The Philippines; SG – Singapore; TH – Thailand.
Source: Asians Bond Online - ADB (2019)
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unprecedented levels of volatility for the
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in new projects as trade tensions ease.

This means we need to prepare for
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global risks in 2020 and the possibility of

total equity for non-financial companies

Aside from economic issues,

a recession, and navigate them to grab

in the MSCI Asia Pacific Index reach

interconnected geopolitical threats

more opportunities.

about 44% in the first nine months of

– such as the Middle East, the Korean
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