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GLOBAL 
MARKET 
UPDATE

It very much looks like the market has made up its mind 
that the Fed funds rate will be reduced by 25bp at the 
end of July. The broad market came to this conclusion 
after a series of weaker-than-expected macro data 
releases. In our view, macro data in the US continue 
to signal solid growth ahead, which would not call 
for easing by the Fed in normal times. However, 
we do not live in normal times, as we live in an era, 
where the US President’s approach to economic 
policymaking disrupts global business and investor 
sentiment. If such deep concerns are left unaddressed 
by prudent policymakers (i.e. the Federal Reserve), 
they can easily become a self-fulfilling prophecy 
and lead to a downturn in economic activity. 
Consequently, both the Fed and the market will 
need to just Powell through (please, excuse the pun). 
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DEVELOPED

Top 3 Sweden 4.93% 
France 4.65% 
Europe 4.63%		

Bottom 3 New Zealand 1.40%
Japan 1.75%
Australia 1.83%		

EMERGING

Top 3 Colombia 4.86%
Turkey 4.10%
Poland 3.79%

Bottom 3 China “A” -2.52%
Pakistan -1.40%
China “H” -0.50%

FRONTIER

Top 3 Argentina 5.24%
Romania 3.23%
Croatia 2.90%

Bottom 3 Kazakhstan -2.97%
Nigeria -2.32%
Lebanon -0.69%
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UNITED STATES 
 
S&P 2,873 +4.41%, 10yr Treasury 2.13% -4.37bps, HY 
Credit Index 363 -26bps, Vix 16.23 -2.41Vol

The US stock market finished a strong week, with the 
S&P 500 rising 4.41% and the NASDAQ rising 3.88%. 
From a sector perspective, Materials led the pack 
(+9.07%) and the Communication Services sector was 
the worst performing (+0.93%). The 2-year and 10-
year Treasury yields finished the week at 1.90% and 
2.13% respectively. The Fed funds futures market has 
priced in a 25bp rate cut for the July FOMC meeting.

The long-awaited jobs May report was released on 
Friday. According to the report, non-farm-payrolls rose 
by 75,000 in May, unemployment rate was steady 
at 3.6%, while nominal wages grew by 3.1% YoY. 

Although the non-farm payroll figure was weaker than 
the Bloomberg consensus of 175,000, it is still a decent 
number, in our view – especially in the context of 
unemployment rate hovering at a historically low level. 
The market interpreted this report as a sign of economic 
weakness, which needs to be addressed by policymakers.

EUROPE
 
Eurostoxx 3,386 +4.63%, German Bund -0.23% -5.50bps, 
Xover Credit Index 274 -26bps, USDEUR .885 -1.56%

European markets rose strongly over the week: 
Germany (+4.35%), France (+4.65%), Italy (+4.46%), 
Spain (+4.21%), UK (+3.34%), all in USD. The 10-year 
German sovereign yield finished the week at -0.24%, 
the market expects the ECB to cut the benchmark 
deposit rate by at least 10bp as early as January.

The European Central Bank kept the respective policy 
rates at 0% and -0.4%, reinforcing its commitment to 
keeping rates low for a long period of time. According 
to the updated forward guidance, interest rates 
will remain at current levels until the end of 2Q20.

ASIA PACIFIC
 
HSCEI 10,527 -0.50%, Nikkei 21,134.42 + 1.75%, 10yr JGB- 
0.12% 0bps, USDJPY 108.650 -0.37%

The MSCI Asia Ex -Japan index rose 0.73% in USD over the 
week. Thailand (+3.10%), Singapore (+2.53%) and Korea 
(+2.44%) were the largest contributors. China A shares 
(-2.52%) and Pakistan (-1.4%) were the worst performers. 

In line with both our and market expectation, the 
Reserve Bank of India cut the policy interest rate by 
25bp to 5.75%. This was the third consecutive 25bp 

interest rate cut and the decision was unanimous. 
The MPC has shifted to an accommodative stance. 
Members of the Council argued in its post-meeting 
statement that the loosening of financial conditions 
was justified by slow manufacturing output growth, 
‘muted’ credit growth and broad-based disinflation in 
the domestic economy. The MPC cited that the trajectory 
of headline inflation will remain below the target. 

In our interpretation, there are further rate cuts in the 
pipeline this year – unless there is a broad-based, significant 
and persistent acceleration in the headline inflation 
gauge, which is an unlikely scenario at this point in time. 

Inflation in the Philippines was 3.2% YoY in May. Core 
inflation – a gauge excluding the effect of volatile prices, 
such as fuel – rose to 3.5% YoY. The acceleration of the 
headline and the core gauge was primarily driven by faster 
food product price inflation (e.g. fish, fruits and vegetables). 
In the central bank governor’s view, the acceleration 
of inflation is neither meaningful nor broad-based. 

Should inflation remain in the inflation target band, the 
central bank may opt for outright policy interest rate cuts in 
Q3 to complement the reserve requirement ratio reductions. 

LATIN AMERICA
 
MSCI Lat Am 2,745 +2.30%

Latin America indicines rose over the week. 
Argentina (+5.24%), Colombia (+4.98%) and 
Peru (+2.89%) rose the most. Mexico (+1.2%) and 
Panama (-0.13%) were the worst performing.  

According to the Brazilian press, the legislative process 
of the pension reform remains on track. In addition, local 
sources claim that the relationship between the Congress 
and President Bolsonaro’s administration has somewhat 
improved – suggesting that there is a chance of a smooth vote 
to approve the necessary report by the Special Committee 
so that the process can enter the next stage in June.

Positive news, such as this about the pension 
reform will improve investor sentiment in Brazil. 
Consequently, the Brazilian real enjoyed a 
week of upbeat domestic investor sentiment. 

Mexico had a challenging week in more than one way. 
Rating agencies announced negative actions on Mexican 
sovereign debt, and in addition, trade talks between 
the US administration and the Mexican government 
took place with a seemingly positive outcome: 

	 1. Fitch downgraded Mexico’s credit rating from 		
‘BBB+’ to ‘BBB‘ and assigned ‘stable’ outlook. Meanwhile, 
Moody’s worsened the outlook from ‘stable’ to ‘negative’ 
and left the country’s credit rating at A3 (equivalent of 
‘A-‘ according to Fitch’s methodology). Both agencies 
argued that deteriorating GDP growth prospects, 
unpredictable economic policies and a weak fiscal position.
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	 2. Negotiations took place between the US 
administration and the Mexican government to avoid the 
levy of tariffs on Mexican exports to the US. For the time 
being, the US is going to refrain from the imposition of tariffs.

Both pieces of news disrupted investor sentiment in the 
Mexican markets. As a result, the Mexican peso sharply 
depreciated against the USD during the week. Although 
the US administration and the Mexican government found 
the common denominator in terms of the immigration-
related trade talks, Mexican asset prices could remain 
volatile for a protracted period of time as the Sword 
of Damocles will be hanging over Mexico’s head.

.

AFRICA
 
MSCI Africa 784 +0.57%

African markets rose modestly over the week. South 
Africa (+2.34%) and Ghana (+0.95%) led the pack while 
Nigeria was the poorest performer, falling -2.32% in USD.  

GDP growth in South Africa disappointed in 1Q19, as 
the output volume contracted by 3.2% in seasonally 
adjusted annualised terms. The weakness in economic 
activity was broad-based, as output by all three branches 
of the economy decreased (i.e. agriculture, industrial 
production and services). On the demand side, household 
consumption, investments and exports declined. Later 
during the week, current account metrics were released 
as well, which disappointed just as much as GDP growth 
statistics. The current account deficit considerably 
widened in 1Q19, as it hit 2.9% of GDP. The increasing 
gap was mainly driven by the shrinking trade surplus.

Prominent politicians of the Ramaphosa-led ANC 
party argued to change the central bank’s primary 
mandate, which currently conducts monetary policy 
within an inflation targeting framework. In addition, 
the idea of quantitative easing was also introduced.

The fact that both GDP growth and the current account 
underwhelmed expectations raised the degree of 
volatility in the South African currency market, and as 
a result, the ZAR depreciated vis-à-vis the USD. Market 
jitters intensified due to the loud nature of politicians 
debating the possibility of changing the central bank’s 
legal mandate. Such debates can understandably upset 
the broad market, as the inference of a reduced degree of 
central bank independence is within just an arm’s length.

UNITED STATES DATE CONSENSUS

CPI inflation (May) YoY Wed/12 1.9%

Retail sales (May) MoM Fri/14 0.6%

EUROPE DATE CONSENSUS

UK: GDP growth (Apr) 
MoM Mon/10 -0.1%

Eurozone: industrial pro-
duction (Apr) YoY Thu/13 -0.4%

ASIA PACIFIC DATE CONSENSUS

China: Trade balance 
(May) CNY bn Mon/10 136

China: CPI inflation (May) 
YoY Wed/12 2.7%

India: CPI inflation (May) 
YoY 3.1%

China: industrial produc-
tion (May) YoY Fri/14 5.4%

LATIN AMERICA DATE CONSENSUS

Mexico: industrial produc-
tion (Apr) YoY Tue/11

Brazil: retail sales (Apr) 
YoY Wed/12

Peru: interest rate decision Fri/14

AFRICA DATE CONSENSUS

Egypt: CPI inflation (May) 
YoY Mon/10

South Africa: manufactur-
ing (Apr) YoY Tue/11 0.8%

South Africa: retail sales 
(Apr) YoY Wed/12 1.4%

South Africa: retail sales 
(Apr) YoY 1.4%

THE WEEK A HEAD

PLEASE CONTINUE FOR 
MARKET DATA
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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.

DISCLAIMER
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LATIN AMERICA
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