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GLOBAL 
MARKET 
UPDATE

9 TO 15 OCTOBER: IT’S MY PARTY AND EVERYONE’S INVITED

THIS WEEK’S GLOBAL EQUITY MARKET MOVERS

DEVELOPED
Top 3: Australia 3.37%, Norway 3.03%, Japan 3.00%
Bottom 3: Denmark -0.10%, Sweden 0.00%, United States 0.15%

EMERGING
Top 3: South Korea 4.97%, Hungary 4.70%, South Africa 4.30%
Bottom 3: Mexico -2.91%, Colombia -0.63%, Malaysia 0.03%

FRONTIER
Top 3: Namibia 5.82%, Mongolia 5.13%, Croatia 3.53%
Bottom 3: Saudi Arabia -3.74%, Pakistan -3.66%, Venezuela -3.47%

There has been much disbelief at the strength of the global equity rally so far this year. However, as 
summarised by IMF chief economist Maurice Obstfeld last week, the current global re-acceleration 
is more broad-based than at any time over the past 10 years. Indeed, the IMF upgraded its growth 
numbers for 2017 and 2018 to 3.6% and 3.7% respectively. Given also soft inflation, it therefore 
seems entirely reasonable to us that markets should have performed so well. Nonetheless, we would 
never have anticipated such low realised volatility (5.5% annualised for the S&P 500 over the last 12 
months). This is bound to be contributing complacent positioning and underappreciated risk.

In Africa, South Africa’s appeal court upheld a ruling that 783 counts of corruption and fraud should 
be reinstated against president Jacob Zuma. The decision highlights the strength of South African 
institutions which have been uncompromised through Zuma’s tumultuous presidency and makes 
it more likely that the market friendly candidate (i.e. Cyril Ramaphosa) will emerge from the ANC 
leadership election in December. A Ramaphosa victory should see business confidence rebound from 
its historic low, encourage investment, as many South African companies will prioritise domestic 
over foreign investment. In the past these companies, with strong balance sheets and dominant 
market positions were investing elsewhere because of South Africa’s poor political environment. A 
change towards a business-friendly leadership at the ANC will begin the process of unlocking the 
potential of South Africa, which laid dormant during the past year’s due to its dysfunctional political 
environment. Global equity portfolio investors have zero to very low weighting to this market, which 
is characterised by highly profitable, pan-African leaders valued at multi year low valuations.

The Chinese national congress takes place this week (from the 18th).

UNITED STATES
S&P 2,553 +0.15%, 10yr Treasury 2.28% -8.59bps, HY Credit 
Index 320 0bps, Vix 9.61 -0.04Vol

The S&P 500 logged a 5th consecutive gain last week, 
albeit with a reasonable degree of divergence at the sector 
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level:

• Financials underperformed after JP Morgan, Bank 
of America, Wells Fargo and Citigroup released 
earnings; whilst all 4 reported higher net interest 
income (given rising rates), they all also revealed 
rising provisions for consumer-loan losses, with 
some discussion of an uptick in bad credit-card 
debt. 

• Health care stocks fell after President Trump 
signed an executive order to halt payments to 
insurers to offset government subsidies for low-
income purchasers. The POTUS then took the 
unusual step of celebrating a stock market decline, 
tweeting “Health Insurance stocks, which have 
gone through the roof during the ObamaCare 
years, plunged yesterday after I ended their Dems 
windfall!”

• Small Caps, perhaps reflecting the domestic 
outlook, continued this year’s underperformance 
(Russell 2000 dropping 0.5%).

• Consumer staples stocks performed well, boosted 
by a surge in Wal-Mart shares after the world’s 
largest retailer announced a 2-year USD 20bn 
buyback and progress on e-commerce, with 40% 
growth expected in fiscal year 2019.

In terms of economic data, the effects of Hurricane season 
are still somewhat distorting the data (for example retail 
sales jumped on auto replacement purchases). There has 
probably been an improvement in US releases over the 
past month, Michigan consumer confidence came in at a 
13-year high, however core CPI inflation remained subdued.

The minutes to the FED’s September meeting revealed 
relatively little. A December hike is extremely likely 
(market prices at around 80% probability) but there 
remains disagreement around the inflation outlook and 
managing systemic risk against growth and price stability:

• On a rate hike in December, “Consistent with the 
expectation that a gradual rise in the Federal funds 
rate would be appropriate, many participants 
thought that another increase in the target 
range later this year was likely to be warranted 
if the medium-term outlook remained broadly 
unchanged.”

• From the hawks, “Many participants continued 
to believe that the cyclical pressures associated 
with a tightening labour market or an economy 
operating above its potential were likely to show 
through to higher inflation over the medium term,…, 
participants cautioned that an unduly slow pace in 
removing policy accommodation could result in an 
overshoot of the Committee’s inflation objective 
in the medium term that would likely be costly 
to reverse or could lead to an intensification of 
financial stability risks or to other imbalances that 
might prove difficult to unwind.”

• From the doves, “Many participants expressed 
concern that the low inflation readings this year 
might reflect not only transitory factors,…, a few of 
these participants thought that no further increases 
in the Federal funds rate were called for in the near 

term.”

In aggregate, we see this week’s data as being consistent 
with our view of the US being unexciting from a growth 
perspective. Monetary policy is slowly tightening, the credit 
cycle is modestly turning and government is insufficiently 
organised to drive reform or fiscal acceleration. The broad 
change in FED composition over the coming 6 months 
will also lead to some uncertainty. Fixed income markets 
appear to share this view, with the US 2-10 Treasury curve 
re-flattening this week back towards its lowest levels since 
the crisis.

EUROPE
Eurostoxx 3,606 +0.91%, German Bund 0.41% -5.60bps, 
Xover Credit Index 244 -4bps, EURUSD 1.179 -0.75%

In Spain, there was some light relief evident in bond and 
equity markets after Catalan leader Carles Puigdemont 
stopped short of making a formal declaration of 
independence. However, Madrid have given the region 
until this morning to clarify its stance and the situation will 
remain fluid; the central government could “go nuclear” 
and invoke Article 155 to remove regional level powers 
or there could be a friendlier negotiation. Spanish equity 
funds suffered their second-largest outflows on record 
during the first week of October.

In Austria, the far-right, Eurosceptic Freedom party 
secured its best result in a national election since 1999 
(26% of the vote) and is likely to be in government as part 
of a coalition with Sebastian Kurz, the 31-year-old leader of 
the mainstream conservative People’s party.

It was widely reported, that the ECB are planning to 
reduce monthly purchases from EUR 60bn to 30bn from 
January, with the programme staying active until at least 
September 2018. Moreover, in Washington, Mario Draghi 
confirmed that rates would be kept on hold until long after 
the end of QE. This would appear to be a dovish outcome 
and, indeed, European bond yields tightened on the week.

ASIA PACIFIC
HSCEI 1,158 +0.51%, Nikkei 2,125.00 + 3.00%,10yr JGB 0.06% 
+0bps, USDJPY 111.730 -0.60%

China’s foreign exchange reserves hit an 11-month high 
in September of US$3.1trn, having risen by US$17bn since 
August. This was the eight consecutive month of increasing 
reserves, and reiterates the achievements of the People’s 
Bank of China in stabilising the capital account and value 
of the currency this year. Trade data in China also came in 
stronger in September versus August, with export growth 
accelerating from 5.6% YOY to 8.1% YOY and import growth 
going from 13.5% to 18.7%. Import strength is attributable 
to higher commodity prices and better domestic demand, 
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while the export acceleration is linked to favourable base 
effects in addition to firmer demand for Chinese goods. 

The deliberations at the Chinese National Congress next 
week will take place against a well-rounded economic 
backdrop. For all the uncertainties of 2016 around the fate 
of the Yuan and whether the economy was heading for a 
slowdown, the recent data across a spectrum of indicators 
ranging from PMIs to foreign reserves, retail sales to 
excavator volumes, suggests that the government has been 
able to successfully engineer a broad economic recovery 
and stabilisation period. On this basis, in conjunction with 
the government’s commitment to hitting the long-term 
target of doubling the size of the economy between 2010 
and 2020, we would be very surprised to see any material 
changes in economic policy at the upcoming congress. 

India’s CPI inflation rate surprised on the downside for 
September, coming in at 3.3% YOY, in line with the August 
figure. The flat headline print came as falling food price 
inflation offset a greater rise in the cost of fuel. Given that 
the RBI is now in data-dependence mode, the unchanged 
data evidently does not alter our view that Indian rates are 
likely to remain stable in the short term, with a medium-
term easing bias. Industrial production in India also came 
in stronger than expected in September at 4.3% YOY, up 
from a revised 0.9% in August. This is in line with our view 
that GST-related destocking has been responsible for a 
short-term blip in economic activity, and that we would 
expect to see continued improvement through to 2018. 

In Thailand, Prime Minister Prayut Chan-o-cha announced 
that a general election is to be held in November 2018, 
three years on from the army coup d’état in May 2014. 
Whilst the prospect of a democratic election being held is 
being received positively, we note that this is already the 
fifth time since 2014 that the Prime Minister has committed 
to holding an election, with the first four occasions all 
culminating in postponements. 

As Pakistan’s political drama continues to unfold, the 
indictment of former Prime Minister Nawaz Shariff has 
been suspended until next week by the anti-corruption 
court. Shariff, along with two family members and Finance 
Minister Ishaq Dar, currently have three cases of corruption 
and money laundering registered against them. 

Singapore’s economic growth rate accelerated to 4.6% 
YOY in Q3, up from 2.9% in Q2, on account of stronger 
manufacturing output. 

LATIN AMERICA
MSCI Lat Am 2,966 +0.40%

The renegotiation of NAFTA is putting pressure on 
Mexican assets. Following the 4th of 7 rounds of 
negotiations scheduled to update the rules of the NAFTA 
agreement, they were several reports mentioning a 
poor outcome for Mexico such as a “sunset clause” 
(the agreement would expire every 5 years unless the 3 
countries agree to renew it), a minimum US-manufactured 
content in automobiles to qualify for tax-free status or the 

Canadians and Americans negotiating on their own. The 
MXN has receded 7% vs. USD since mid-July giving back 
part of its YTD gains (9% appreciation). More volatility and 
uncertainty are likely in the short-term and in 2018 until the 
presidential elections. 

Mexico’s headline inflation fell to 6.35% YOY in 
September, while core inflation decreased to 4.8% (from 
5.0%) during the same period. However, the persistence in 
inflation led to the monetary policy committee members 
making hawkish statement last week like “2 rate cuts in 
2018 is too optimistic” or “we do not rule out one more rate 
hike”.

Mexico’s industrial production fell 0.6% YOY in 
September. 

Independently of the noise coming from the US, high 
inflation, tightening monetary policy, full employment, retail 
sales coming in below consensus, weak capital investment 
and declining industrial production point towards a tipping 
point in the economic cycle.  

Brazil retail sales dropped 0.5% MOM in August, as 
the temporary boost of FTGS withdrawal ended in July. 
However, compared to August 2016, core sales expanded 
3.6%, marking a 5th consecutive gain after 24 months in 
negative territory.

Retail sales are rebounding earlier than we expected but 
the recovery is still timid and more subdued, while industrial 
indicators are rebounding more strongly. 

Brazil’s CPI inflation surprised to the upside in September, 
at 0.16% MOM (consensus was 0.09%). Over the past 12 
months, the IPCA accelerated to 2.54% in September, 
posting the first increase since August 2016. Despite the 
somewhat higher-than-expected inflation in September 
and likely acceleration in October, core inflation remains 
well below the low end of the Central Bank’s target and the 
short-term outlook remains benign, which should allow the 
central bank to further ease monetary policy.

Chile’s USD 714Mn trade surplus in September came in 
above consensus, resulting in a USD 1.5Bn surplus in 3Q17 
and a rolling 12-month trade surplus at a comfortable USD 
5.6Bn, (vs. USD 5.3Bn in 2016). This reaffirms low external 
vulnerabilities for Chile. Copper prices helped 3Q17 exports 
growth which was up 17.7% YOY (8.0% in 2Q17 and 4.7% in 
1Q17).

Following good business consumer confidence numbers 
last week, Chile’s consumer confidence reached 45.9 
points in September. It is still in pessimistic territory (50 is 
neutral), but up 12.5 pts in a 12-month period and sits at the 
highest level since July 2014. 

The recovery in business and consumer confidence, 
industrial production and the resilience of retail sales, a 
benign external environment (including copper prices) 
added to the anticipations of pro-market Pinera becoming 
president in December led the +40% market rally YTD in 
USD. 
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AFRICA
MSCI Africa 907 +5.02%

South Africa’s Supreme Court of Appeal ruled to reinstate 
bribery and corruption charges against President Zuma 
after a lower court found that the decision to drop the 
charges was “irrational.”

Zuma has survived many charges during his presidency and 
is likely to be out of power before the charges play out in 
court. Nonetheless, the case will undermine Zuma-backed 
candidates in the upcoming ANC conference in December 
where a new ANC leader will be elected. Furthermore, 
given recent election results in the big cities where the 
ANC has lost ground to the opposition party, association 
with out-of-favour Zuma will be toxic in a general election. 
This development is therefore positive for the relatively 
uncompromised candidates within the ANC. 

Staying in South Africa, mining data were stronger than 
expected in the month of August, up 6.9% YOY and 
seasonally adjusted production increased by 5.3% in 
August 2017 compared with July 2017. 

The data print suggests that the important mining sector 
is poised to make a significant positive contribution to Q3 
GDP data, and together with a market friendly candidate 
winning the upcoming ANC leadership election (which is 
looking more likely) should see the full potential of South 
Africa assets realised. 

Kenya’s never-ending election saga took several turns this 
week:

• Firstly, the opposition party (NASA) withdrew 
citing concerns about the electoral commission’s 
inability to rectify some of the irregularities 
and mistakes which were made apparent in the 
Supreme Court ruling on the initial election results. 
This left the incumbent as the only candidate and 
threw the repeat election which is slated for the 
26th October in doubt. 

• Subsequently, a court ruled that Ekuru Aukot (a 
presidential candidate in the August 8th elections) 
should be included in the repeat election and the 
electoral commission announced that all of the 
8 Presidential candidates who took part in the 
August 8 election are eligible to run again.

It seems like the election will go ahead. However, the 
absence of the NASA, the official opposition party, will 
heighten the already elevated political uncertainty and 
country risk, and make Kenya high risk from the standpoint 
of foreign investment. 

Egypt saw further macro improvements, this time by way 
of moderating inflation and growing remittances; headline 
inflation came in at 31.6% in September vs. 31.9% in August, 
core inflation eased to 33.26% from 34.86% and on a MOM 
basis recorded the lowest increase since December 2015 of 

0.19% down from 0.32% in August, while remittances grew 
40% YOY in August 2017 to USD1.7bn.

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK AHEAD
Date Consensus

UNITED STATES
Industrial production (SEP) % 

MOM
Tue/17 0.3

EUROPE
Austria General election Sun/15

Eurozone HICP (SEP) % YOY Tue/17 1.5

UK CPI (SEP) % YOY Tue/17 3.0

UK retail sales (SEP) % YOY Thu/19 2.2

Israel rate decision % Thu/19 0.1

ASIA PACIFIC
China M2 (SEP) % YOY Sat/14 9.0

China CPI (SEP) % YOY Mon/16 1.6

China National Congress of the 
Communist Party opening

Wed/18

Japan trade balance (SEP) Bn 
JPY sa

Thu/19 318

China GDP (Q3) % YOY Thu/19 6.8

China retail sales (SEP) % YOY Thu/19 10.1

China industrial production (SEP) 
% YOY

Thu/19 6.4

Indonesia rate decision % Thu/19 4.25

Korea rate decision % Thu/19 1.25

LATIN AMERICA
Chile rate decision % Thu/19 2.5

AFRICA
Nigeria CPI (SEP) % YOY Tue/17 16.1

South Africa CPI (SEP) % YOY Wed/18 4.9



Chris Wehbé
CEO & Chair of Investment 
Committee

chris.wehbe@alquity.com
Twitter: @cswehbe

Aaron Armstrong
Senior Investment Analyst 
(Asia)

aaron.armstrong@alquity.com

Florian Gueritte
Investment Analyst 
(LatAm)

florian.gueritte@alquity.com

Temi Iyiola
Investment Analyst 
(Africa) 

temi.iyiola@alquity.com

5

GLOBAL MARKET DATA 
9 TO 15 OCTOBER
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GLOBAL MARKET DATA (CONTD.)
9 TO 15 OCTOBER
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All performance data is weekly and in USD unless otherwise specified.

This document has been issued and approved by Alquity Investment Management Limited which is authorised and regulated by 
the Financial Conduct Authority.  This document is a marketing communication and is intended solely for distribution to investment 
professionals as defined in Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion Order) 2005. If you are an 
individual who would like more information about Alquity’s Funds, please go to www.alquity.com. 

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 has been provided for information purposes only and does not constitute an offer or solicitation to purchase or sell interests 
in the Fund. The information contained in this document shall not under any circumstances be construed as an offering of securities in 
any jurisdiction where such an offer or invitation is unlawful.  The Fund is currently registered for sale in a limited number of countries and 
the Prospectus should be referred to before promoting a share class of a sub-fund as promotion of the Fund where it is not registered 
may constitute a criminal offence.  The current prospectus and simplified prospectus are available free of charge from Alquity Investment 
Management Limited, 3 Waterhouse Square, 138-142 Holborn, London, EC1N 2SW or by going to www.alquity.com. 

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.


