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GLOBAL 
MARKET 
UPDATE

15 TO 21 JANUARY: SHUT-DOWN

THIS WEEK’S GLOBAL EQUITY MARKET MOVERS

DEVELOPED
Top 3: Denmark 2.61%, Netherlands 2.28%, Germany 2.25%
Bottom 3: Australia 0.32%, Canada 0.51%, Luxembourg 0.55%

EMERGING
Top 3: China "H" 5.76%, Mexico 3.63%, Taiwan 3.42%
Bottom 3: Turkey -0.97%, Greece 0.39%, Philippines 0.56%

FRONTIER
Top 3: Venezuela 41.79%, Namibia 5.35%, Nigeria 4.91%
Bottom 3: Ukraine -6.71%, Bangladesh -1.55%, Oman -1.25%

Oil prices took a breather from their recent rally last week. Given the production caps in place for 
OPEC member, the IEA in Paris published an interesting report, which forecasts the US could surpass 
Saudi Arabia as an oil producer in 2018 as shale production comes on-line at higher prices. US 
production in 2017 was the highest for almost 50 years.

This week we have central bank meetings in Europe and Japan and ongoing discussions in the US to 
unlock the government shut down.

UNITED STATES
S&P 2,810 +0.86%, 10yr Treasury 2.64% +11.30bps, HY Credit 
Index 299 +5bps, Vix 11.27 +1.11Vol

There was not a great deal of news for markets to digest 
last week and therefore the status quo prevailed, with 
equities rising and bonds continuing to sell-off. Indeed, 
Tuesday was the best day for the S&P 500 since November, 
albeit given recent low volatility this was only a 0.94% gain.

From a data perspective, the release of most note was 
weekly US jobless claims, which fell to 220,000, the 
lowest reading since 1973 when the US population was 
some 30% smaller than today. 

Elsewhere, the US Senate fell 10 votes short of backing 
a 4-week funding bill agreed by Congress sending the 
US government into shut-down. Since 1976, this is the 
18th time the US government has failed to secure funding. 
The average shut-down has lasted 7 days, with the last 
one occurring in 2013. Interestingly, this is the 1st to occur 
when a single party controls both the House and the 
Senate. Whilst there is no agreement, 750,000 federal 

employees will be “furloughed”, which means they will 
not work and not be paid for the period they are at home. 
The impasse has prompted furious sniping from both 
sides, with Donald Trump aiming his “twitter gun” firmly 
at the opposition Democrats. However, members of his 
own party voted against an extension and discussions on 
Sunday were unable to break the stalemate. A key issue in 
the discussions is immigration, with Republican’s seeking 
funding with a border wall with Mexico. The next vote will 
occur today at 12:00 EST.

Last week, the Bank of Canada raised rates for the 3rd 
time since mid-2017 (to 1.25%) on the basis of stronger 
than expected economic growth. The central bank 
indicated that more rate hikes are likely over time, but 
noted uncertainty related to NAFTA renegotiation. This 
week, Montreal hosts a round of NAFTA trade talks.

EUROPE
Eurostoxx 3,649 +1.82%, German Bund 0.57% -1.30bps, 
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Xover Credit Index 232 -4bps, EURUSD 1.224 -0.13%

European equities outperformed developed market peers, 
despite continuing Euro strength.

On Sunday, at a special SPD party congress, party officials 
voted in favour of joining a grand coalition with Angela 
Merkel’s CDU, in order to unlock a 4-month political 
deadlock in Germany. The vote was, however, closer than 
expected (362 voted in favour vs. 280 against) and a 
coalition agreement will now have to be put to the party’s 
450,000 strong membership.

This week there is an ECB meeting where, although no 
change to policy is expected, investors will be extremely 
focused on the accompanying press conference. Given the 
acceleration of growth and recent Euro strength, Mario 
Draghi will be quizzed on the potential for changes to 
forward guidance (as soon as March or April) and the end 
of QE (in September). He will have to tread a careful path 
as, although governors of the ECB appear minded to dial 
back policy easing, they are also concerned about the 
strength of the Euro. In this sense, the January PMIs (also 
released this week) will be important.

Retail sales in the UK for December disappointed, 
confirming a weakening trend that has been in evidence 
since the end of 2016.

The CBT in Turkey left all rates unchanged, but tightened 
its forward guidance to add a hawkish slant to its policy 
decision.

ASIA PACIFIC
HSCEI 1,321 +5.76%, Nikkei 2,381.00 +1.23%, 10yr JGB 0.08% 
0bps, USDJPY 110.770 -0.20%

On Tuesday, there is a Bank of Japan meeting, at which no 
change to policy is expected, but during which the central 
bank make upgrade its GDP forecast. There is some debate 
as to whether the BOJ will raise its long-term interest 
targets this year, given the better economic environment. 
Given the scale of the country’s issues, we would question 
whether this is short-sighted. However, 40% of economists 
surveyed by Reuters expect a change, and it would be in 
keeping with past behaviour.

China’s economy grew 6.8% YOY in Q4, coming in ahead 
of expectations. The outperformance was driven by strong 
investment and export growth.

The higher than expected growth rate in Q4 drove up 
the full year pace of expansion to 6.9% YOY for 2017, 
versus 6.7% for 2016. This is the first year in which China’s 
economy has accelerated, on a full year basis, since 2010. 

The mix of contributors to the growth acceleration harks 
back to the days before the ‘new normal’ paradigm was 
taken up to describe China’s decelerating economy. After 
the government experimented with a greater intensity of 

economic reforms during 2014-2015, which favoured long 
term sustainability at the expense of short term growth, 
the policy mix has now very clearly flipped back to a more 
growth-oriented one, at the expense of slower reform 
momentum. 

Policymakers had little choice but to perform a policy 
U-turn two years ago, in light of a faster than expected 
deceleration taking place in the economy, unprecedented 
levels of capital outflows, and a crash in the onshore stock 
market. The 2017 data, along with official rhetoric on 
macroeconomic objectives, show that the government has 
voluntarily maintained a policy approach that favours short 
term growth rather than implementing economic reforms. 

We view this as a multi-year status quo in terms of high 
level Chinese policy. Whilst monetary and fiscal policy 
may be tweaked at the margin in the coming 2-3 years, 
we believe the broad balance between growth-focused 
and reform-focused policy is here to stay. Our conviction 
stems from the uncertainty and volatility that the 2014-15 
experiment introduced, and the extent to which such a 
scenario conflicts with the most closely held beliefs of the 
Chinese Communist Party. 

India’s controversial tax reform efforts continue to hold 
the interest of investors. This week, the government 
announced plans to reduce the tax rates charged on 29 
categories of goods and 53 categories of services. 

We see this kind of ongoing tinkering as an inevitable 
by-product of the government’s lightning-quick rollout of 
the Goods and Services tax regime on 1st July last year. 
Given that GST was widely expected to disrupt economic 
activity for up to a year, and that the government required 
a stable economy heading in to the 2019 general elections, 
completing the GST rollout by the middle of 2017 was a 
necessity. 

Bank of Korea left rate son hold at 1.50%. The rates 
decision was in line with expectations, though the rhetoric 
was more dovish than expected, with the central bank’s 
2018 inflation forecast reduced by 10bps. The change in 
tone was likely a bid to reduce the growing appreciation 
pressure on the Won. 

Indonesia’s central bank left the reverse repo rate on 
hold at 4.25%. The statement reduces the probability of 
any further easing in the near term, commenting that “the 
window for a lower rate is closing”. 

After 2017’s modest attempt to depreciate the rupee to a 
more competitive level, further evidence is emerging that 
Pakistan’s policymakers are finally waking up to smell the 
coffee. In an acknowledgement that significant action is 
still required to correct the country’s dire foreign reserve 
situation, the government official announced plans for a tax 
amnesty programme later this year. 

LATIN AMERICA
MSCI Lat Am 3,073 +2.89%

Peru’s GDP grew 1.8% YOY in November. This unexpected 
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underperformance seems to be due to a delayed fishing 
season and disappointing manufacturing output. 

This print shouldn’t derail the 2018 recovery in Peru as 
better terms of trade, expansionary monetary and fiscal 
policies and a lower 1H17 (Coastal El Nino) base should 
offset the negative effect created by the political crisis in 
December 2017. 

Argentina published a better than expected primary 
deficit for 2017, coming at 3.9% of GDP, below the 
4.2% committed target. However, because of the recent 
borrowings and high domestic interest rates, the fiscal 
deficit (including interest payments) increased to 6.1% in 
2017. 

Gross debt to GDP should close the year at 61% in 2017. 
More fiscal consolidation efforts are to be made in order to 
reach the government’s target in the year to come (2.2% of 
GDP in 2019). 

Colombia’s consumer confidence came in at -6% in 
December, yet again in contractionary territory (below 0) 
but improving form the -10% a month prior.

The effect of the VAT increase in January 2017 seems to be 
fading, inflation is gradually falling, while real disposable 
income is slowly expanding. 

AFRICA
MSCI Africa 1,043 +3.90%

The South African central bank kept its benchmark repo 
rate unchanged at 6.75%, in line with expectations. The 
central bank governor noted that inflationary risks have 
subsided but the ZAR (which has strengthened 13% against 
the dollar since the last MPC) remains sensitive to political 
developments and the prospect of a ratings downgrade. 

With an improved growth and inflation outlook, a rate 
cut will be on the cards if the country can avoid a ratings 
downgrade from Moody’s in February. 

Nigeria’s inflation eased for the 11th consecutive month to 
15.37% in December from 15.90% in November, driven by a 
decline in food inflation from 20.30% to 19.42%. On a MOM 
basis, the headline index increased by 0.59% in December 
2017 compared to 0.78% in November.

Further disinflation will put pressure on the MPC to ease 
rates from 14% where it’s been for over a year. However, the 
central bank as currently constituted (only three members 
following the retirement of members who had reached their 
retirement age) falls short of the number required to form 
a quorum. A dispute between the senate and the executive 
has grounded the confirmation of new MPC nominees to a 
halt. The first 2018 MPC meeting scheduled for 22 and 23 
of January is unlikely to hold while future meetings are in 
doubt. 

In Egypt, average yield on 10-year EGP treasury bond fell 
over 300bps to 15.31% in 6 months (see Graph 1 opposite).

April 2017, the stability has been supported by recovery in 
oil production and prices which has given the central bank 
(still the primary source of liquidity in the FX market) more 
ammunition to defend the Naira.

This is indicative of the increasing confidence in the 
economy following a set of reforms, and declining country 
risk. 

Elsewhere in Egypt, President Abdel Fattah Al-Sisi ratified 
a Universal Healthcare Act designed to address the chronic 
underspend in Egyptian healthcare. The EGP600bn 
coverage plan will be funded through a range of taxes and 
will be slowly rolled out over 15 years from July 2018. 

Lastly, 45% of Kenya’s tax revenue is to be used for debt 
repayment. The country will pay Sh658.2bn for loans in 
the current financial year, its single-largest expenditure and 
45% of the Sh1.44 trillion that the Kenya Revenue Authority 
is expected to collect in taxes in the period to June.

PLEASE CONTINUE 
FOR MARKET DATA.

14.00
14.50
15.00
15.50
16.00
16.50
17.00
17.50
18.00
18.50
19.00

W
ei

gh
te

d 
Av

g.
 Y

ie
ld

 (%
)

Issue date

Graph 1: EGP 10 year treasury bond 
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THE WEEK AHEAD
Date Consensus

UNITED STATES
US manufacturing PMI (JAN) Wed/24 55.0

US GDP (Q4 annualized) % QOQ Fri/26 3.0

EUROPE
Eurozone consumer confidence 

(JAN)
Tue/23 0.6

Eurozone PMI (JAN) Wed/24 57.9

Norway rate % Thu/25 0.5

ECB rate % Thu/25 0.0

Eurozone M3 (DEC) % YOY Fri/26 5.0

UK GDP (Q4) % YOY Fri/26 1.4

ASIA PACIFIC
Philippines GDP (Q4) % YOY Tue/23 6.7

Japan trade balance (DEC) Bn 
JPY sa

Wed/24 255.0

Korea GDP (Q4) % YOY Thu/25 3.1

Japan CPI (DEC) % YOY Fri/26 0.9

Malaysia rate % Thu/25 3.25

AFRICA
Kenya rate % Mon/22 10.0

Ghana rate Mon/22 19.75

South Africa CPI (DEC) % YOY Wed/24 4.7
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GLOBAL MARKET DATA
15 TO 21 JANUARY
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GLOBAL MARKET DATA (CONTD.)
15 TO 21 JANUARY
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All performance data is weekly and in USD unless otherwise specified.

The information in this document (this “Document”) is for discussion purposes only. This Document does not constitute an offer to sell, or 
a solicitation of an offer to acquire, an investment (an “Interest”) in any of the funds discussed herein. This Document is not intended to be, 
nor should it be construed or used as, investment, tax or legal advice. This Document does not constitute any recommendation or opinion 
regarding the appropriateness or suitability of an Interest for any prospective investor.  

This material is for distribution to Professional Clients only, as defined under the Financial Conduct Authority’s (“FCA”) conduct of business 
rules, and should not be relied upon by any other persons. Issued by Alquity Investment Management Limited, which is authorised and 
regulated in the United Kingdom by the FCA and operates in the United States as an “exempt reporting adviser” in reliance on the 
exemption in Section 203(m) of the United States Investment Advisers Act of 1940.

The Alquity Africa Fund, the Alquity Asia Fund, the Alquity Future World Fund, the Alquity Indian Subcontinent Fund and the Alquity Latin 
American Fund are all sub-funds of the Alquity SICAV (“the Fund”) which is a UCITS Fund and is a recognised collective investment scheme 
for the purposes of the Financial Services and Markets Act 2000 of the United Kingdom (the “FSMA”). This does not mean the product is 
suitable for all investors and as the Fund is invested in emerging market equities, investors may not get back the full amount invested.

This Document is qualified in its entirety by the information contained in the Fund’s prospectus and other operative documents (collectively, 
the “Offering Documents”). Any offer or solicitation may be made only by the delivery of the Offering Documents. Before making an 
investment decision with respect to the Fund, prospective investors are advised to read the Offering Documents carefully, which contains 
important information, including a description of the Fund’s risks, conflicts of interest, investment programme, fees, expenses, redemption/
withdrawal limitations, standard of care and exculpation, etc.  Prospective investors should also consult with their tax and financial advisors 
as well as legal counsel. This Document does not take into account the particular investment objectives, restrictions, or financial, legal or tax 
situation of any specific prospective investor, and an investment in the Fund may not be suitable for many prospective investors. 

An investment in the Fund is speculative and involves a high degree of risk. Performance may vary substantially from year to year and even 
from month to month. Withdrawals/redemptions and transfers of Interests are restricted. Investors must be prepared to lose their entire 
investment, and without any ability to redeem or withdraw so as to limit losses.

References to indices herein are for informational and general comparative purposes only. There will be significant differences between such 
indices and the investment programme of the Funds. The Fund will not invest in all (or any material portion) of the securities, industries 
or strategies represented by such indices. Comparisons to indices have inherent limitations and nothing herein is intended to suggest or 
otherwise imply that the Fund will, or are likely to, achieve returns, volatility or other results similar to such indices.  Indices are unmanaged 
and do not reflect the result of management fees, performance-based allocations and other fees and expenses.

All Fund performance results presented herein are unaudited and should not be regarded as final until audited financial statements are 
issued.  Past performance is not necessarily indicative of future results. All performance results are based on the NAV of fee paying investors 
only and are presented net of management fees, brokerage commissions, administrative expenses, and accrued performance allocation, if 
any, and include the reinvestment of all dividends, interest, and capital gains. Net returns shown herein reflect those of an investor admitted 
at inception of the Fund, and are representative of a regular [shareholder], net of applicable expenses and reflect reinvestment of dividends 
and interest. In the future, the Fund may offer share in the Fund with different fee and expense structures.

The Fund’s investment approach is long-term, investors must expect to be committed to the Fund for an extended period of time (3-5 
years) in order for it to have an optimal chance of achieving its investment objectives.

This Document may not be reproduced in whole or in part, and may not be delivered to any person (other than an authorised recipient’s 
professional advisors under customary undertakings of confidentiality) without the prior written consent of the Investment Manager.

SWISS INVESTORS:

The prospectus, the Articles of Association, the Key Investor Information Document “KIIDs” as well as the annual and semi-annual report of 
the Fund is available only to Qualified Investors free of charge from the Representative. In respect of the units distributed in Switzerland to 
Qualified Investors, place of performance and jurisdiction is at the registered office of the Representative. Funds other than the Luxembourg 
domiciled Alquity SICAV mentioned in this document may not be admitted for distribution in Switzerland. 

Swiss Representative: FIRST INDEPENDENT FUND SERVICES LTD., Klausstrasse 33, 8008 Zurich. 

Swiss Paying Agent: Neue Helvetische Bank AG, Seefeldstrasse 215, CH-8008 Zurich.


