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FORMER US president Bill Clinton’s cam-

paign strategist, James Carville, fam-
ously remarked that when it came to win-

ning elections it was the economy, stupid.
This dictum has led many observers to sur-

mise that the strong US economy makes Presid-
ent Donald Trump’s re-election in 2020 nearly 

certain. However, between now and November 
there can be many an economic slip. This would 
seem to be especially the case at a time when 

the International Monetary Fund estimates that 
90 per cent of the world’s economies are experi-
encing slowdowns.

This was the lesson that Republican hopeful 
John McCain learned as the US and global eco-

nomies collapsed on the eve of the November 
2008 presidential election, after having started 
the year on a seemingly sound footing.

To be sure, if the election were held today, 
the strong US economy would make Mr Trump a 
formidable candidate for re-election.

Unemployment is at a 50-year low, the eco-
nomy is growing at a satisfactory rate, wages 

are rising and the US stock market is beating re-
cord levels on almost a daily basis.

These achievements come at the cost of in-

curring a large budget deficit and a ballooning 

public debt that might have mortgaged the 

country’s economic future, but such matters are 

unlikely to be of concern to the electorate.
Unfortunately for Mr Trump, today’s US eco-

nomy will not be the determining factor in the 

2020 presidential election. Rather, what will 
matter is how the US economy and financial 

markets perform in the months immediately 

running up to November 2020. In six months, 
the US economy could be looking decidedly less 

rosy.

Today, much like in early 2008, serious risks 
hang over the US and global economies. These 

include a global credit and asset price bubble of 

epic proportions, spawned by a decade of ultra-

easy money by the world’s main central banks.
Global debt-to-GDP levels today are signific-

antly higher than they were at the start of 2008. 

US and global equity valuations are stretched, 
housing bubbles have re-appeared in a number 

of important economies,  and an alarming 

amount of credit has been extended to non-
creditworthy borrowers around the globe at his-

torically low interest rates.

No one can know when the global credit and 
asset market bubble will burst or what event 

will cause it to do so. However, with the abrupt 

change in the global economy over the past 

year, it would be rash to dismiss the possibility 

that the global credit bubble could burst well be-

fore the election.

The Chinese economy shows clear signs of 

losing momentum; the German, Italian and UK 

economies all appear to be on the cusp of reces-

sions; and the Indian economic growth rate has 

halved amid increased domestic political strife. 

Mr Trump has a fragile truce in his trade war 

with China and is threatening to impose addi-

tional  import  tariffs  on  an already weak 

European economy.

DETERIORATING LANDSCAPE
The global political landscape is deteriorating. 

Geopolitical risks in North Korea and Iran have 

increased, and the Middle East is in turmoil 

once again. Social protests are gaining mo-

mentum in territories as disparate as Chile, 

Colombia, France, Hong Kong, India, Iran and 

Venezuela.

Past experience, including that in 2008, 

should be informing us that when credit and as-

set price bubbles burst, the economic and finan-

cial market fallout can be disruptively large. It 

should also be reminding us as to how intercon-

nected the world’s economic and financial sys-

tem has become. In the same way as in 2008 the 

Lehman bankruptcy spilled over from the US to 
the rest of the global economy, a systemic crisis 

abroad could very well spill back to American 

shores.
Mr Trump could be lucky in November; the 

global credit bubble may burst after his re-

election. However, this is far from a certainty. It 
is equally possible that this time next year, we 

will look back and ask ourselves how we could 

have missed so many early warning signs about 
real trouble ahead in the global economy. These 

include the recent sovereign debt default in Ar-

gentina, the rising private credit defaults in 

China and Turkey, the WeWork financial fiasco, 
and the abrupt economic slowdown in China 

and Germany, the world’s second and third 

largest economies respectively. OMFIF

The writer is a resident fellow at the American 

Enterprise Institute. He was formerly a deputy 
director in the International Monetary Fund’s 

Policy Development and Review Department 

and the chief emerging market economic 
strategist at Salomon Smith Barney.

THE BOTTOM LINE

US economy may derail  Trump 2020 victory

S
INGAPORE emerged in the 2010s as 
one of the key Asia hubs for private 
equity (PE) and venture capital (VC) 
fund managers.  We expect Singa-
pore’s  momentum  to  continue  

throughout the 2020s as the country seeks to 
capture an increasing share of the market for PE 
and VC fund management in the region and 
globally. 

The confluence of four key factors has cre-
ated strong advantages in Singapore’s favour, 
and have driven growing interest in both estab-
lishing fund management operations and set-
ting up PE and VC funds in the Republic. 

Booming South-east Asian markets
Singapore is firmly entrenched as the regional 
hub for South-east Asia, which has experienced 
tremendous economic development over the 
past decade, and which nurses great expecta-
tions for the coming one. GDP across the region 
rose more than 57 per cent from 2010 to 2019, 
to exceed US$3 trillion. 

The region is now home to 11 “unicorns” 
(startups valued above US$1 billion), a number 
some have forecast to double or more than 
double in the coming decade. VC deal value last 
year jumped more than 18 times compared to 
2012. As China continues to mature and global 
trade disruptions drive long-term structural 
changes, many international managers we have 
spoken with view South-east Asia as the most ex-
citing “emerging” market for growth over the 
next decade. We expect the region to remain 
atop the list of attractive markets for global in-
vestors in the years to come, with Singapore 
well-placed as the regional gateway.

Investor demand
The growth in South-east Asia’s economic out-
look mirrors an explosion in global investor in-
terest in region-focused PE and VC funds. 

PE and VC fund-raising may face lingering 
headwinds in 2020 due to record amounts of 
dry powder, ongoing trade tensions, high valu-
ations and cyclical risks. However, the fund-rais-
ing market should be sustained in the short 
term by increased investment allocations to the 
region, and the emergence of new types of PE 
and VC investors in the region such as global 
sovereign wealth funds, financial institutions 
and family offices. 

Many existing managers are expected to re-
turn to the fund-raising market later this year 
and into 2021 as the investment periods on 
their existing funds wind down and South-east 
Asia’s advantages grow. In particular, we see 
continued interest in country-specific funds 
(particularly Indonesia and, on a smaller scale, 

Vietnam), while well-placed global and regional 
managers will continue to pursue and grow suc-
cessful  pan-Asean  (plus  India)  investment  
strategies as the region becomes more integ-
rated. 

Despite a robust VC and startup ecosystem, 
a lack of growth equity and exit opportunities 
(for mergers and acquisitions and initial public 
offerings) have proven to be a key bottleneck to 
growth. 

Recent signs point to a breakthrough on this 
front. We see growing investor appetite for 
“growth capital” funds (typically focused on C 
and D rounds). The markets have also seen sub-
stantial growth in acquisitions by regional star-
tups and corporate VC platforms, including 
high-profile acquisitions by Grab, Go-Jek, Toko-
pedia and other South-east Asian unicorns. 

In the long term, managers we have spoken 
with believe that increased liquidity options 
will boost return multiples and entice new man-
agers and investors into regional markets, 
which will help drive a virtuous cycle in Singa-
pore’s favour. 

Efficient and transparent operations
Managers surveying their options are increas-
ingly finding Singapore to be among the most 
cost-effective and user-friendly jurisdictions to 
operate in globally. 

In recent years, the Singapore government 
has continued to stay a step ahead of the com-
petition among fund management hubs by in-
troducing favourable new policies. For ex-
ample, in 2017, the Monetary Authority of Singa-
pore (MAS) introduced a new category of licence 

for VC fund managers. Fund managers have 
found the new VC licensing rules to be user-
friendly, compared with those in other jurisdic-
tions, which has further reduced barriers to 
entry and running costs. 

Additionally, the new Singapore Variable 
Capital Company (VCC) entity type, which was 
launched earlier this month, should simplify 
the way many funds and deals are structured. 
VCCs offer a number of legal and mechanical ad-
vantages over more traditional corporate struc-
tures, which will both save costs and reduce ad-
ministrative burdens. 

We have also seen a dramatic increase in the 
number of global institutional investors – partic-
ularly in Europe – that prefer to invest into 
South-east Asia and Asia generally via Singa-
pore-domiciled funds, due to Singapore’s repu-
tation as a well-regulated and transparent juris-
diction. 

Additionally, international managers have in-
creasingly found that the set-up process for 
Singapore funds is substantially the same as for 
other leading jurisdictions in which they have 
operated, further reducing any uncertainty and 
hidden transition costs.

Growing business ecosystem and talent pool
Singapore has grown its pool of international tal-
ent in areas such as fund management, law, ac-
counting, consulting and corporate services in 
recent years. More and more firms have sought 
to establish Singapore as a leading – or sole – 
Asia hub, due both to market demand and the 
city state’s appeal to global talent. 

The country has consistently ranked at or 
near the top of the list of the best countries glob-
ally for expatriates, and also was recently 
ranked the most desirable relocation destina-
tion among Asia-based job-seekers. This grow-
ing ecosystem will help ensure that managers 
and investors will be able to operate efficiently 
and effectively from Singapore at a world-class 
level. 

Global and regional market forces, smart 
planning by the Singapore government and an 
attractive environment to live and work have 
combined to make Singapore a preferred re-
gional destination for the fund management 
business. As the foregoing factors continue to 
drive momentum for Singapore this year and 
beyond, we expect the country to capture an in-
creasing share of the market for PE and VC fund 
management in the region and globally over the 
next decade.

The writers are from Morrison & Foerster LLP. 
Jason Nelms is a Singapore-based partner, and 
Marcus Sik Kin To a Hong Kong-based associate 
in the international law firm.

INDIA’S  budget  for  the  fiscal  year  starting  April  
2020, to be presented  by  Finance  Minister  Nirmala  
Sitharaman on  Saturday,  will  be  keenly  watched  to  
see  if  it  can  pull  the  economy  out  of  its  current  
doldrums.  

The International Monetary Fund recently cut its gross do-
mestic product growth estimates for India to 4.8 per cent for the 
fiscal year ending in March 2020, and pegged growth in the coming 
financial year to 5.8 per cent. Ms Sitharaman’s options are limited 
due to a major fall in tax collections as a result of sluggish growth. 
The government had planned for a 25 per cent increase in net tax 
collections for fiscal 2019-2020. But in the first eight months of the 
year, only 46 per cent of the tax target has been achieved, accord-
ing to data from the Controller of Government Accounts. On top of 
that, the government cut corporate tax rates last September to 
boost investment. 

The good news is that revenue from India’s goods and services 
tax reached targets in November and December, and economists es-
timate that the collection could reach an all-time high in January. 
This could signal that the worst may be over for the Indian eco-
nomy. The index of industrial production also showed a small pos-
itive gain of 1.8 per cent in November after three months in the red. 

The Indian economy is consumption-driven, and demand has 
fallen off the cliff for every type of goods save food products. As a 
cascading effect, investment in new industrial capacity has gone 
down and many factories have closed down or downsized. The 
problem has been compounded by India’s still unresolved banking 
crisis due to excessive non-performing assets. Credit availability as 
well as demand have gone down sharply.

Ms Sitharaman is expected to announce a boost in government 
spending, with US$1.5 trillion of investment in infrastructure pro-
jects over the next five years. She is also likely to unveil a timeline 
for the privatisation of big-ticket public sector entities such as the 
state-run carrier Air India and oil retailer Bharat Petroleum Corp Ltd 
which are likely to fetch more than US$20 billion. 

Some analysts also expect Ms Sitharaman to announce in-
creased import duties on more than 50 items, such as electronics 
products, electrical goods, chemicals and handicrafts. This will 
trim the import bill by US$56 billion and force foreign manufactur-
ers to invest in India to make the products locally in order to gain 
access to the market. All this will come at a cost; the strict cap on 
fiscal spending that the government has been following over the 
past few years will have to be relaxed. 

Irrespective of the budget presented on Saturday, the finance 
minister’s real work in fixing the economy will have to proceed 
apace separately. There is an urgent need to bring transparency in 
government fiscal data as question marks have been raised on 
their accuracy. This does not behove an economy of India’s size 
and stature. 

The government will also need to finally bell the cat and go 
ahead with two of India’s most problematic reforms – modernising 
the arcane land and labour laws. Due to historical reasons, this will 
require a lot of political will. However, unless these two laws reflect 
the needs of a 21st century economy, India’s entrepreneurial an-
imal spirits will always remain hobbled. More than the budget, 
work on these two issues will be keenly watched. 

Singapore the 
PE, VC hub to watch 

Global and regional market  
forces,  smart planning  by  the 
Singapore  government and  an 
attractive environment  to  live 
and work  have combined to  
make Singapore  a preferred 
regional destination for the  
fund management  business.  ...  
we  expect the  country to  
capture  an increasing share  of  
the market for  PE and  VC fund  
management in  the region  and  
globally  over  the next  decade.

What will  matter  
is  how  the US 
economy  and 
financial  markets  
perform in 
the months  
immediately  
running up  to  
November  2020.  
In six  months,  the  
US economy  
could be  looking  
decidedly 
less rosy.

EDITORIAL

Work on fixing 
India’s economy 
will  go beyond 
Budget this week

The momentum  is  expected to carry through this new decade. 
And there  are four  factors  that  make this so.  BY JASON NELMS AND MARCUS SIK KIN TO 

There has been a 
rise in the number 
of global 
institutional 
investors who 
prefer to invest 
into South-east 
Asia and Asia, 
generally via 
Singapore-domi-
ciled funds, due 
to the city state’s 
reputation as a 
well-regulated, 
transparent 
jurisdiction. 
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