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GLOBAL 
MARKET 
UPDATE

Global macro data suggest that economic activity 
could have bottomed out in 2Q20. World trade 
data (released by the CPB) showed that global trade 
volumes further shrank in May, by 1.1% compared 
with April. The rate of decline slowed compared with 
previous months. The fall in trade was the biggest 
among advanced economies and Latin America. 
As opposed to world trade, industrial production 
slightly rose in May, by 0.8% vs. the level seen in April. 
On a forward-looking basis, the JP Morgan Global 
Composite PMI (rising to 47.7 in June) indicated that 
in terms of economic activity the worst could be 
behind us. Although it is welcome news that global 
GDP could stabilise and start to gradually grow in 3Q-
4Q20, the pace of the impending global economic 
recovery remains uncertain.

This week, investors will focus on the message 
Jerome Powell delivers following the FOMC’s regular 
rate setting meeting on Wednesday. Furthermore, 
the news flow related to the intensifying geopolitical 
tensions between the US and China, the Trump 
administration’s next economic relief bill and potential 
consequences of a renewed spike in covid cases will 
also influence global risk appetite.
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DEVELOPED

Top 3 Finland 4.57%
Portugal 2.03%
New Zealand 1.57%

Bottom 3 Luxembourg -1.19%
Singapore -0.98%
UK -0.88%

EMERGING

Top 3 Poland 4.45%
Mexico 3.50%
Hungary 3.47%

Bottom 3 Hong Kong -1.50%
Philippines -1.31%
Thailand -1.25%

FRONTIER

Top 3 Argentina 6.26%
Oman 3.28%
Lithuania 3.04%

Bottom 3 Lebanon -5.23%
Vietnam -4.86%
Kenya -1.51%
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UNITED STATES 
 
S&P 3,216 -0.28%, 10yr Treasury 0.58% -3.78bps, HY 
Credit Index 462 -13bps, Vix 26.70 +.16Vol

Many of the broad stock indices in the US declined 
during the week: the S&P 500 dropped 0.3%, the Russell 
2000 decreased 0.4%, whilst the Nasdaq Composite 
was down -1.3%. Although the Nasdaq registered the 
steepest decline on the week, the index was still up 15.5% 
since the beginning of the year as opposed to the S&P 
500 (-0.5% YTD) and the Russell 2000 (-12% YTD). The 
escalating tensions between the US and China weighed 
on the US dollar during the week, which led to the DXY 
weakening 1.6%. The Treasury curve flattened by the 
end of Friday: the 2-year yield remained stable at 0.15%, 
whilst the 10-year eased 4bp to 0.58%. 				  
							     
							     

EUROPE
 
Eurostoxx 3,303 +0.10%, German Bund -0.45% -0.10bps, 
Xover Credit Index 352 -22bps, USDEUR .854 -1.70%

European stock indices delivered a mixed performance 
during the week. The German DAX was among the bet-
ter performers (+1.1% in USD), as opposed to the Span-
ish benchmark (-0.2% in USD) and the UK’s FTSE 100 
(-0.9% in USD). Meanwhile in the fixed income space, 
German Bund yields remained stable (the 10-year being 
stable at -0.45%). Risk premia on periphery assets sig-
nificantly compressed (e.g. the 10-year Italian yield de-
clined 17bp to 1%), as the news flow related to the EU’s 
Recovery Fund turned more positive during the week.

Industrial activity in Poland strengthened in June by 
rising 0.5% YoY, following a sharp decline in the previ-
ous months. The increase in annual terms was predom-
inantly due to the fact that the number of working days 
was higher in June 2020 than in the same month a year 
ago. Adjusting for the higher number of working days this 
year, industrial production volume would have arrived at 
-4.9% YoY, according to the official report by the Statis-
tics Office. Overall, industrial activity contracted by 13.7% 
YoY in 2Q20. Later, the June retail sales print was released 
as well, which showed that the volume of retail sales de-
creased 1.3% YoY in June, following a 7.7% YoY fall in May.

ASIA PACIFIC
 
HSCEI 10,084 -1.18%, Nikkei 22,715.85 + 0.09%, 10yr JGB 
0.02% 0bps, USDJPY 105.520 -1.24%

Investor sentiment in emerging Asia was mixed during 
the week. The Indian Nifty 50 was one of the best 
performing regional indices (+2.9% in USD) followed 
by the Indonesian benchmark (+1.5% in USD) and the 
Taiwanese index (+1.2% in USD).

The Chinese president delivered a speech at a symposium 
with business representatives in the national capital, 
Beijing. President Xi stated that the government 
would provide greater support for firms in light of 
the coronavirus pandemic. The main emphasis of his 
speech was on the need for businesses to take on greater 
social responsibilities. The President asked companies 
to contribute to the stabilisation of the domestic labour 
market.

Real GDP in South Korea contracted 3.3% in 2Q20 
compared with the previous quarter. The rate of decline 
in real GDP accelerated relative to 1Q20, when GDP fell 
1.3% QoQ (in seasonally adjusted terms). In 2Q20, the 
decline in investment activity outweighed the modest 
bounce in household consumption and the positive 
impact of government spending. From an external trade 
point of view, the weakness in global demand substantially 
weighed on (net) exports, which significantly subtracted 
from headline GDP growth. Overall, the 3.3% quarterly 
contraction – unsurprisingly – translated into a year-on-
year decline of 2.9% in 2Q20. 

Industrial production growth in Taiwan strengthened in 
June, when the industrial output volume rose 7.3% YoY. 
The pick-up in industrial activity was primarily linked to 
faster manufacturing output growth (+7.8% YoY in June) 
and it was also supported by mining and quarrying 
activity (+21.3% YoY in June). Furthermore, export orders 
rose 6.5% YoY in June, as external dean for electronic 
products held up well (orders up 23.9% YoY). From a 
regional point of view, the US and Mainland China explain 
the lion share of demand creation in June.

Consumer prices in Malaysia declined 1.9% YoY in June, 
which compares with the 2.9% YoY deflation seen in May. 
The nosedive of the CPI index in 2Q20 was primarily due 
to low(er) crude oil prices compared with those of 2019, 
which translated into a sharp decline in retail fuel prices. 
Excluding oil-linked consumer prices, price pressures 
remained moderate in Malaysia, which is also reflected by 
the 1.6% YoY food price inflation in June.

LATIN AMERICA
Investor sentiment was generally positive in the regional 
stock markets during the week. As a result, the majority 
of stock indices gained. The Mexican (+3.5% in USD), Pe-
ruvian (+2.6% in USD) and Brazilian (+2.5% in USD) indi-
ces were among the best performers.

The Ministry of Finance in Brazil presented a fiscal re-
form proposal seeking to merge multiple tax codes, in-
cluding the unemployment insurance system and social 
security system. Further details and additional steps are 
expected to follow.

Retail sales volume in Mexico decreased 23.7% YoY, 
whilst wholesale activity declined 25.9% YoY in May. Over-
all, the monthly economic activity index fell 22.7% YoY 
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in May – the steepest decline in history. According to the 
country’s Finance Minister, Mr. Herrera, Mexico’s economic 
recovery will take longer than expected, as it depends on 
the evolution of the coronavirus pandemic. 

Colombia’s oil output fell 8% MoM in May, which trans-
lated to an 18.2% annual decline. Low oil prices forced oil 
wells to either drastically slow down or even freeze oper-
ations in May, sending the country’s output to a ten-year 
low.

The Senate in Chile approved the bill that allows the 
withdrawal of up to 10% of pension savings. The bill pro-
vides a 12-month window for accountholders to opt for 
the withdrawal of the sum. The decision is expected to 
support the purchasing power of households and thus 
mitigate the decline in overall economic activity.

The new cabinet in Peru, led by Pedro Caterino, reached 
an agreement with Congress to present its governing 
plan on 4th August. The cabinet’s policy plan usually de-
fines the relations with Congress.

AFRICA
							     
The Moroccan benchmark delivered one of the strongest 
returns in the region, as the index was up 1.1% by the 
end of Friday. The Egyptian Hermes index was broadly 
flat during the week. In contrast, the South African stock 
market was characterised by risk-aversion, as the TOP 40 
index declined 0.5% in USD during the week. 

The central bank in South Africa decided to carry on 
with its rate cutting cycle, as it lowered the key policy 
rate, this time by 25bp, to 3.50%. In total, the monetary 
authority has reduced the base interest rate by 300bp 
since the beginning of the easing cycle. According to 
the Monetary Policy Committee, the updated economic 
and inflation projections warranted the move. The central 
bank foresees inflation at 3.4% in 2020 and 4.3% in 
2021 and expects real GDP to contract by 7.3% in 2020 
followed by a modest recovery (+3.7% in 2021). Prior to 
the interest rate decision, retail sales data were released, 
which showed that retail sales volume declined 50.4% 
YoY in April and contracted 12% YoY in May, due to a 
five-week nationwide lockdown (from 27th March) and a 
deteriorating jobs market.

The majority of the Monetary Policy Committee on top 
of the central bank of Nigeria preferred keeping the key 
policy rate stable at 12.50%. The central bank faced 
various headwinds, which posed constraints to cutting 
the benchmark rate, for example high inflation (12.6% YoY 
in June) and the need to maintain an exchange rate as 
stable as possible.

Consumer price deflation in Morocco deepened to 0.7% 
YoY in June, as food and non-alcoholic beverage prices 
declined 1.8% YoY. In general, price pressures – excluding 
volatile prices – remained lacklustre in the Moroccan 
economy, as consumer demand remains subdued to the 
covid-related weakness in consumer sentiment.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

FOMC rate decision (lower 
bound) Wed/29 0.00%

GDP growth (2Q20) annu-
alised   Thu/30 -35.0%

PCE deflator (Jun) YoY    Fri/31 0.9%

EUROPE DATE CONSENSUS

Eurozone: GDP growth 
(2Q20) YoY Fri/31 -14.5%

ASIA PACIFIC DATE CONSENSUS

Vietnam: monthly macroe-
conomic dataset Wed/29

South Korea: industrial pro-
duction (Jun) YoY Fri/31 -4.8%

China: manufacturing PMI 
(Jul)    Fri/31        50.7

Taiwan: GDP growth (2Q20) 
YoY Fri/31 0.0%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: GDP growth 
(2Q20) YoY Thu/30 -19.6%

Chile: industrial production 
(Jun) YoY Fri/31

Colombia: key policy rate Fri/31 2.25%

AFRICA DATE CONSENSUS

South Africa: CPI inflation 
(Jun) YoY Wed/29 6.5%

Kenya: key policy rate Wed/29 7.00%
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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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+44 207 5577 862
benoit.ribaud@alquity.com
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Suresh Mistry
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NORTH AMERICA
Renee Arnold
+1 215 350 9063 
renee.arnold@alquity.com

UK
Susannah Preston
+44 207 5577 877
susannah.preston@alquity.com

UK
Alex Boggis
+44 207 5577 850
alex.boggis@alquity.com

LATIN AMERICA & SPAIN
Cyn Cano
+44 207 5577 871
cyn.cano@alquity.com


