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Despite poor earnings growth in 2019, global equities had a strong year, generating double-digit returns. The MSCI 
World Index, a developed global equity benchmark, and the MSCI Emerging Markets (EM) Index returned 28.4% 
and 18.4%, respectively. Paradoxically, however, earnings growth was negative for both indices in 2019. Why were 
equity returns so strong while earnings growth was so weak? One key reason was investor reaction to central bank 
activity. 

Throughout most of the world, central banks took accommodative actions in response to slowed economic growth. 
The developed markets central bank policy rate dropped from 1.96% to 1.39% between 2018 and 2019. Emerging 
countries also acted as China, Brazil, Indonesia, Mexico, Russia, Turkey, and the Philippines all deployed interest 
rate cuts. This central bank activity boosted investor optimism leading to strong returns in anticipation of better 
economic and earnings data in the year ahead. 

Looking forward, 2020 earnings growth estimates range from 8% to 14%. In a typical year, estimates are revised 
downward as analysts begin the year with a more optimistic view. In fact, at this time last year, 2019 estimates 
ranged between 5% and 8%. Will the 2020 expectations hold up as we move through the year? We think markets 
are betting that they will and that a significant miss, similar to 2019, is likely to lead to disappointing returns in the 
year ahead. 
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Analysts typically begin the year with an optimistic view
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The sources of information used in this report are believed to be reliable. Marquette Associates, Inc. has not independently 

verified all of the information and its accuracy cannot be guaranteed. Opinions, estimates, projections and comments on 

financial market trends constitute our judgment and are subject to change without notice. This material is not financial advice 

nor an offer to purchase or sell any product. References to specific securities are for illustrative purposes only and do not 

constitute recommendations. Past performance does not guarantee future results. 
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Marquette Associates is an independent investment consulting firm that guides institutional investment programs with a 

focused client service approach and careful research. Marquette has served a single mission since 1986 – enable institutions 

to become more effective investment stewards. Marquette is a completely independent and 100% employee-owned 

consultancy founded with the sole purpose of advising institutions. 

For more information, please visit www.marquetteassociates.com.


