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GLOBAL 
MARKET 
UPDATE

22 TO 28 JANUARY: HOLD ON IF YOU WANT TO GO FASTER

THIS WEEK’S GLOBAL EQUITY MARKET MOVERS

DEVELOPED
Top 3: Portugal 3.10%, Switzerland 2.94%, Spain 2.81%
Bottom 3: Luxembourg 0.15%, Canada 0.57%, Finland 0.60%

EMERGING
Top 3: Brazil 7.13%, Turkey 6.31%, Greece 5.34%
Bottom 3: Dubai -1.76%, Egypt -1.18%, Abu Dhabi 0.40%

FRONTIER
Top 3: Venezuela 56.59%, Lithuania 10.45%, Namibia 6.89%
Bottom 3: Nigeria -2.47%, Tanzania -0.87%, Bermuda -0.87%

To repeat our message of these first few weeks of 2018: we believe the gang-busters rally we have 
seen so far this year in equities is of a different flavour to that which preceded it over the prior 18 
months. The strength and breadth of global growth, which this week helped propel WTI oil to its 
highest level in 3 years (above USD 65), is starting (slowly) to catch the attention of fixed income 
markets (US 10-year yield at a 4-year high, US 2-year yield at a 9.5 year high). In this sense, growth 
is starting to sow its own headwinds, with a more widespread monetary tightening likely on the way 
as the year progresses. Indeed, this is exactly what a weaker dollar is telling investors; expectations 
are rising that it will soon not just be the FED raising rates. However, this week, central bankers did 
their best to maintain the status quo – both the ECB and BOJ arguing that it is too early to normalise 
policy for now.

UNITED STATES
S&P 2,873 +2.23%, 10yr Treasury 2.69% +0.07bps, HY Credit 
Index 292 -8bps, Vix 11.08 -19Vol

US equities rose for the 4th consecutive week to hit new 
record highs. On Monday, this was supported by Congress 
passing a stopgap spending bill, which will extend 
funding until the 8th February, following the weekend 
shutdown. Therefore, this is another temporary measure 
(the 4th since October) with Democrats and Republicans 
unable to agree a long-term budget.

At the corporate level, USD 26bn of M&A deals were 
announced and confirmed on Monday alone, whilst almost 
20% of the S&P 500 announced earnings. This included 
Netflix (rising over 20% on the week). In aggregate, 
analysts expect a 12% growth in earnings for Q4 2017 YOY. 
This places the index on an 18.5x forward PE, versus the 10-
year average of 14.2x.

In terms of economic data, the highlight was Q4 GDP 
growth. At the headline level, this came in below 
expectations at 2.6% (versus 2.9% expected). However, the 
components were strong; consumer and business spending 
expanding at the fastest rate in several years at 3.8% and 
6.8% respectively. This means growth for 2017 came in at 
2.3%, roughly the same as the previous 2 years, but with 
accelerating momentum to start 2018. Other data was 
mixed, with leading indicators rising for the 3rd consecutive 
month but existing and new home sales declining.

The USD continued it slide, losing almost 2% on a trade-
weighted basis. We believe this is mostly not about the US, 
but the rest of the world seeing improved growth. However, 
comments by Steve Mnuchin (Treasury Secretary) that 
a weaker dollar was good for the US in terms of export 
opportunities, may have helped earlier in the week. Donald 
Trump then contradicted his colleague, voicing support for 
a strong USD in Davos.

This week, we have Janet Yellen’s last FOMC meeting as 
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chair of the FED. Jerome Powell was confirmed as her 
successor last week by an 85-13 vote in the Senate. Also, on 
Tuesday, Donald Trump will give his inaugural “State of the 
Union” address.

EUROPE
Eurostoxx 3,647 +1.64%, German Bund 0.64% +6.10bps, 
Xover Credit Index 231 -2bps, EURUSD 1.240 -1.72%

The main event in Europe, was the ECB meeting and 
press conference. As expected, there was no change to 
the monetary policy statement. However, Mario Draghi 
did his best to temper the rally in the EUR, emphasising 
that there was very little chance of a rate rise this year 
and stating that any such rate hike would be “well past 
the end of net asset purchases”. On this occasion, Super 
Mario struggled to persuade investors as strong data (PMIs 
beating expectations and resilient German and French 
confidence surveys) saw bond yields rise (German Bund 
above 0.60% for the 1st time in 6 months).

In the UK, Q4 GDP growth also beat expectations, 
recording an annualised 2% expansion led by services. This 
means the UK grew at 1.8% for 2017, but this is still a 5-year 
low and, alongside Italy, at the bottom of the EU pile. The 
GBP gained against most major peers.

ASIA PACIFIC
HSCEI 1,367 +4.14%, Nikkei 2,362.00 +1.23%,10yr JGB 0.09% 
0bps, USDJPY 108.910 -2.00%

The BOJ in Japan left policy on hold, with base rates at 
-0.10% and the 10-year target at 0.00% after an 8-1 vote 
(Kataoka dissenting in favour of incremental stimulus).

Chinese equities continued their strong start to 2018, 
with the Shanghai A-Share and Hong Kong H-Share 
indices finishing the week up 3.3% and 4.1% respectively. 
The HSI Index broke 33,000 for the first time, led higher 
by financials. China’s two largest banks have now risen 
to decade highs on account of renewed optimism on the 
Chinese economy, following its first annual GDP growth 
acceleration in seven years, alongside expectations that 
NPLs will fall as regulators make progress in improving risk 
management across the banking system. 

China’s out-performance came despite President Trump’s 
announcements regarding import tariffs on solar panels 
and washing machines. In the context of the Trump 
administration’s simultaneous advocacy of both a strong 
and weak dollar, plus U-turns on both the Paris Accords 
and the Trans Pacific Partnership in just the last seven 
days, investors appeared content to overlook the latest 
development in Trump’s supposed war on imports from 
China and their perceived impact on blue-collar American 
workers. 

Taiwanese equities underperformed within Asia last week, 
rising just 0.6%, as companies linked to the Tesla supply 
chain fell on account of reported Model 3 delays, while 

national heavyweight TSMC came off from the all-time high 
reached on Tuesday to pull the index lower. 

Malaysia raised interest rates 25bps, in line with 
expectations. Policymakers commented that the move was 
“pre-emptive” with the aim of heading off the potential 
accumulation of risks and inefficiencies associated with 
prolonged periods of low rates. With strong outlooks for 
both growth and inflation, we see room for further hikes in 
Malaysia during the first half of 2018.

Korea’s economy grew 3.0% YOY in Q4 2017, a 
deceleration from the 3.8% growth rate recorded in Q3 
and a slight miss versus market expectations. This was the 
first sequential fall in growth since 2008, following Q3’s 
print of the fastest expansion rate since 2010. On a quarter 
on quarter basis, the economy shrank 0.2%, in part due to 
the high base from Q3, plus weakness in auto exports and 
manufacturing output. 

GDP growth in the Philippines printed at 6.6% YOY in Q4 
2017, rounding off a strong year of growth for the South 
East Asian economy during President Duterte’s first full 
calendar year in office. The Q4 growth rate was broadly in 
line with expectations, though was slower than the 7.0% 
expansion recorded in Q3, on account of slowdowns in 
both services and industrial activity. 

LATIN AMERICA
MSCI Lat Am 3,241 +5.48%

Brazil’s Court of Appeals unanimously decided to uphold 
Lula’s conviction for the charges of money laundering 
and passive corruption. The three voting justices have also 
decided to increase his sentence to 12 years and 1 month, 
from 9 years and 6 months.

This reduces the chances of Lula becoming president of 
Brazil in October 2018 to almost 0. Markets welcomed this 
risk-alleviation with the iBovespa rallying 6.2% in USD. 

Peru’s fiscal deficit reached 3.2% of GDP in 2017, the 
highest print in 17 years, mostly explained by lower than 
expected GDP and extraordinary spending following El 
Nino in 1H17. 

To rebalance its budget in the years to come (target a 
deficit of 1% of GDP in 2021), the government will have 
to favour public-private partnerships for infrastructure 
investment and reconstruction. 

Colombia’s trade balance in November was a USD 792m 
deficit, broadly in line with market expectations. The 
12-month rolling deficit narrowed to USD 7.1bn (from USD 
9.0bn as of June and USD 11.1bn in 2016), due to lower 
internal demand weighting on import, better oil prices 
boosting exports and a weaker currency which played its 
rebalancing role. 

Mexico’s unemployment rate posted 3.1% in December. 
The average unemployment rate in 2017 was 3.4% (from 
3.9% in 2016), the lowest annual reading in the entire time 
series (since 2005).
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It seems that the structural labour reform approved by the 
government in 2012 (and implemented gradually thereafter) 
is bearing some fruits.

Argentina’s central bank cut its benchmark interest rate 
by 75 bps, to 27.25%, as inflation shows signs of slowing. 

Mexico’s retail sales fell 1.5% YOY in real terms in 
November, amid falling real wages, tighter credit 
conditions, and softer growth of remittances converted 
into pesos. 

AFRICA
MSCI Africa 1,091 +4.53%

South Africa’s headline consumer inflation increased 
to 4.7% YOY in December from 4.6% in November. On 
a MOM basis, inflation increased to 0.5% from 0.1% in 
November. Core inflation fell to 4.2% from 4.4%, its lowest 
rate since 2011. 

The main contributor to the increase in headline inflation 
was a 69c/litre increase in the fuel price, which pushed up 
the inflation for petrol 14.2%. Other main constituents of the 
index fell on a MOM basis.

The inflation outlook is positive for the South African 
consumer (likely to fall) and the now stronger rand should 
offset the higher oil prices.

Kenya’s central bank held its benchmark lending rate at 
10.0%. The central bank governor noted that the country’s 
interest rate cap was holding back the economy and had 
made predicting the impact of monetary policy difficult. 

The 4% cap over the benchmark rate for loans was adopted 
in September 2016, to limit the cost of borrowing from 
commercial banks who were charged with “failing to pass 
on the benefits of growth”. This has instead limited the 
impact of monetary policy and locked out SMEs and higher 
risk borrowers from accessing credit. 

Morocco headline annual inflation increased to 0.5% 
in December from 0.4% in November. Food inflation 
increased to 1.1% YOY from 0.9%, while non-food price 
inflation fell to 0.1%. 

Egypt’s Suez Canal revenues rose to USD 471.5m in 
December from USD 462.7m in November, bringing 2017 
revenue to USD 5.3bn in 2017 vs. USD 5bn in 2016. 

Tunisia’s foreign currency reserves fell to a 15-year low after 
its trade deficit widened in December 2017 to a record USD 
6.25bn. The county’s foreign currency reserves fell to 12.3bn 
Tunisian dinars, equivalent of 89 days of imports. 

PLEASE CONTINUE 
FOR MARKET DATA.

THE WEEK AHEAD
Date Consensus

UNITED STATES
Case-Shiller HPI (NOV) % MOM Tue/30 0.7

US consumer confidence (JAN) Tue/30 123.1

Chicago PMI (JAN) Wed/31 64

FED rate % Wed/31 1.25

ISM manufacturing index (JAN) Thu/01 59.0

Non-farm payroll (JAN) change 
th

Fri/02 188

Michigan consumer sentiment 
(JAN)

Fri/02 95

EUROPE
Eurozone industrial confidence Tue/30 8.9

Eurozone consumer confidence Tue/30 1.3

Eurozone GDP (Q4) % QOQ Tue/30 0.6

Poland GDP (2017) % YOY Tue/30 4.5

Eurozone HICP (JAN) % YOY Wed/31 1.3

UK consumer confidence (JAN) Wed/31 -13.0

Eurozone manufacturing PMI 
(JAN)

Thu/01 59.6

ASIA PACIFIC
Japan industrial production 

(DEC) % MOM
Wed/31 1.5

Taiwan GDP (Q4) % YOY Wed/31 2.5

China manufacturing PMI (JAN) Thu/01 51.5

LATIN AMERICA
Colombia rate % Mon/29 4.5

Mexico GDP (Q4) % YOY Tue/30 1.6

Chile rate % Thu/01 2.5

Brazil industrial production (DEC) 
% YOY

Thu/01 3.3

AFRICA
South Africa trade balance (DEC) 

Bn ZAR
Wed/31 10.1
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GLOBAL MARKET DATA
22 TO 28 JANUARY
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GLOBAL MARKET DATA (CONTD.)
22 TO 28 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.


