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GLOBAL 
MARKET 
UPDATE

4 DECEMBER TO 10 DECEMBER 2017: NOT OVER YET

THIS WEEK’S GLOBAL EQUITY MARKET MOVERS

DEVELOPED
Top 3: Italy 1.72%, Ireland 1.69%, Luxembourg 1.09%
Bottom 3: Norway -2.17%, Switzerland -1.44%, Australia -1.42%

EMERGING
Top 3: Turkey 6.37%, Philippines 1.51%, India 1.49%
Bottom 3: Egypt -2.70%, Greece -2.31%, Taiwan -2.02%

FRONTIER
Top 3: Nigeria 3.32%, Kazakhstan 2.14%, Ghana 1.81%
Bottom 3: Mongolia -11.49%, Venezuela -4.82%, Chile -3.78%

Last week there were positive political developments in Europe (on Brexit and German government) 
and next week we have 3 major central bank meetings (FED, BOE, ECB). Indeed, 2017 is set to keep 
investors busy all the way to the end of the year:

• In the US, Trump could pass his tax reforms before January,
• In Chile, there is the second round of the Presidential election next Sunday, which is finely   

balanced and likely to be market moving given the gulf in investor approval between Pinera 
(positive) and Guillier (negative).

• In South Africa, a country that has suffered a slow-down in growth and surging unemployment 
under Jacob Zuma (and last week felt a shockwave of corporate scandal from allegations of 
irregularities at Steinhoff), ANC elections (16th – 20th) will determine whether Ramaphosa 
or Dlamini-Zuma will take over leadership. Whilst the former could reinvigorate business 
sentiment, the latter risks a slide into the economic quagmire.

UNITED STATES
S&P 2,652 +0.35%, 10yr Treasury 2.37% +1.45bps, HY Credit 
Index 316 -3bps, Vix 9.58 -1.85Vol

November’s employment report all but guaranteed a FED 
rate hike next week (by 0.25% to 1.375%). In particular, 
the headline payrolls number beat expectations (228k vs 
200k) and unemployment held steady at a 17-year low 4.1%. 
An acceleration in wage growth was, however, still elusive, 
with average hourly earnings growing at 2.5% YOY. Bond 
markets were therefore unchanged, with the upcoming 
rate hike already priced in and the lack of wage pressures 
giving no reason to price in more aggressive moves further 
forward. 

Focus this week should be on the FED’s statement rather 
than its policy change. The US yield curve is extremely flat 
and therefore continuing to price a very gradual tightening, 
with little scope for higher rates long-term. The committee 
is unlikely to materially change their rhetoric now, but any 
wage or price pressures next year could stimulate a shift.

Other US data were mixed; factory orders and durable 
goods better than expected but ISM non-manufacturing 
and Michigan consumer sentiment moderating.

A partial government shutdown was averted last 
week after both the House and Senate voted to extend 
government funding until the 22nd December.
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EUROPE
Eurostoxx 3,591 +0.53%, German Bund 0.31% +0.20bps, 
Xover Credit Index 231 -1bps, EURUSD 1.179 +1.02%

In Germany, the odds of a new Grand Coalition, avoiding 
new elections, strengthened, after Martin Schulz was 
re-elected as leader of the SPD and the party voted in 
favour of remaining in government. Final discussions with 
Angela Merkel’s CDU could well take another 2-3 months. 
Elsewhere, factory orders expanded for the 3rd consecutive 
month but industrial production moderated.

The Eurogroup elected Portuguese finance minister Mario 
Centeno as their new leader, replacing Dutch finance 
minister Jeroen Dijsselbloem from January.

After starting the week short of the “sufficient progress” 
target set by the EU to progress to trade negotiation, an 
all-nighter by Theresa May brought about a provisional 
Brexit agreement on Friday. This means, phase 2 of 
discussions can start during the summit later this week 
(14th – 15th). In terms of the currently agreed deal:

• EU citizens in the UK and UK citizens in the EU will 
keep their current rights including to social security.

• The separation agreement on citizens’ rights will 
not fall under the direct jurisdiction of the European 
Court of Justice (the EU’s initial demand), but UK 
courts will have to pay “due regard” to the ECJ for 
a period of 8 years.

• There are specific provisions for Northern Ireland, 
with a commitment to avoid a hard border 
including physical infrastructure and controls.

• Financial settlement will include a continuation of 
annual contributions during the transition period 
(at least 21 months) and around EUR 30bn on top.

However, everything is on a “nothing is agreed until 
everything is agreed” basis.

In Poland, the MPC left rates on hold at 1.50%, with the 
Governor Adam Glapinski delivering a dovish press 
conference. Nonetheless, it is possible that a tightening 
cycle will start before the middle of next year.

ASIA PACIFIC
HSCEI 1,145 -1.29%, Nikkei 2,293.00 -1.36%,10yr JGB 0.05% 
+0bps, USDJPY 113.430 +1.16%

Some of the most consensus trades across Asia took 
short term pain last week. Market darling Tencent had a 
volatile week, including a -1.7% dip on Wednesday as part 
of a broader tech correction. Taiwanese smartphone supply 
chain giant Largan dropped -9.8% in a single session on the 
same day on account of weak monthly operating data and 
short term guidance, while fellow camera module supplier 
Sunny Optical fell -11.2%. These crowded longs succumbed 
to profit taking after outsized gains during 2017, taking a 
lead from the FANG selloff in the US. 

China’s export data surprised significantly on the upside 
for November. Exports accelerated from 6.8% YOY in 
October to 12.3%, while the rate of growth in imports went 
from 17.2% to 17.7%. The trade balance increase from a 
US$38.1bn surplus last month to US$40.2bn.

The meaningful import acceleration, which came despite 
a high base effect from last year, was broad based by 
destination, with the US the standout at 15.2% YOY. Crude 
oil imports expanded 14.5% YOY. 

The Reserve Bank of India left interest rates on hold 
at 6.00% during their final meeting of 2017. The market 
unanimously interpreted the accompanying statement as 
neutral. 

However, despite the finely poised rhetoric, we believe the 
RBI’s actions spoke, ever so slightly, louder than its words.

Whilst the commentary was carefully neutral, the central 
bank revised upwards its inflation forecast to 4.3%-4.7% 
for the fiscal year ending March 2018. This was only a 
10bps upward shift, and in and of itself does little to move 
the needle in terms of our rate expectations in either the 
short or medium term. That being said, for a reformed 
central bank that is nearly five years in to a strict inflation 
targeting regime, we naturally extrapolate the implications 
of an upward revision to inflation forecasts. Whilst we view 
this subtle adjustment as a small tribute to the potential 
inflationary pressures on the horizon (the implications of a 
higher oil price for both inflation and the current account 
deficit, higher oil price) we believe the market has entirely 
ignored this whisper of hawkishness from the RBI, an 
institution which has been all but universally dovish for the 
last three years. 

Pakistan’s stock market broke a 52-week low last week 
on account of a renewed bout of currency volatility. Local 
sources reported that, whilst official data feeds showed 
zero signs of stress, local Pakistani banks were trading 
PKRUSD down 4.5% intraday at 110.50 on Friday, prior to a 
central bank intervention. 

We see this as a fairly transparent situation, whereby a 
politically-controlled central bank is unwilling, or unable, 
to take its medicine by depreciating the currency, and only 
prolonging the inevitable in doing so. The continued slide 
in foreign reserves since the implementation of import 
controls only shines further light on the damaging impact 
that having an overvalued exchange rate is having on the 
Pakistani economy. 

With a balance of payments crisis looking all but inevitable, 
alongside an unpredictable election scheduled for next 
year that will feature corruption, populism and nationalism 
as key issues driving a volatile campaign, we see this as an 
extremely unattractive market for dollar based investors in 
the short term.

Headline CPI inflation slowed in both Philippines (from 
3.5% YOY to 3.3%) and Indonesia (from 3.6% to 3.1%) 
during November. 
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LATIN AMERICA
MSCI Lat Am 2,702 -1.01%

Brazil’s central bank cut the SELIC rate by 50bps to 7%. 
This is the lowest rate since 1986, having fallen by 725bps in 
14 months. 

This brings the short-term market rate in line with the 
5y subsidised BNDES rate, meaning the monetary policy 
transition mechanism is becoming much more effective 
(even more after the BNDES rate reform that has been 
passed mid-2017). The end of discrepancies in the credit 
market will increase the efficiency of financial markets. 

Brazil GDP in 3Q17 expanded 0.1% QOQ/sa and 1.4% YOY. 
Both consumption (household spending +1.2% QOQ) and 
investment (gross fixed capital formation +1.6% QOQ after 
15 quarters of decline) contributed to this strong print. 

Brazil’s October industrial output climbed 5.3% YOY. 

Mexico’s investment is receding. Gross fixed investment 
kept contracting in September falling by 2.6% YOY in 
September. 

Mexico’s CPI cranked up again in November reaching 
6.63% YoY. 

The dynamics of rates between the 2 largest Latin 
American economies is quite stark reflecting 2 economies 
at different point in their cycles:

For the 1st time since the introduction of the short-term 
rates as tools of monetary policies, the benchmark rate of 
Brazil and Mexico in their local currencies is the same. 
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Benchmark interest rate since 2008: Brazil vs 
Mexico

Source: Bloomberg

Mexico overnight rate MXN Brazil SELIC BRL

In addition, the country risk premium spread between the 
2 economies explains most of the relative performance of 
those 2 markets in the past 2 years.  
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Peru’s CPI decelerated to 1.5% YOY in November, below 
the midpoint of the target range from Central Bank (2% +/- 
1pp.) for the first time in 7 years. The biggest drag was food 
MOM deflation. 

Colombia’s CPI accelerated to 4.12% YOY in November. 
This was the 1st upside surprise since April 2017. Overall, a 
higher housing print and positive food inflation were the 
main reasons behind the higher headline figure.

AFRICA
MSCI Africa 896 -2.73%

South African Deputy President Cyril Ramaphosa leads 
the race to succeed President Jacob Zuma as the ruling 
party’s leader. Ahead of the 16th – 20th December ANC 
elective conference, Ramaphosa received 53.8% of ANC 
branch votes while his main rival, Nkosazana Dlamini-
Zuma received 37.6%. The remaining 8.5% either abstained, 
backed other candidates or a unity slate. 

Dlamini-Zuma is closely aligned to her ex-husband, the 
much-maligned President Zuma, while Ramaphosa is 
seen as more market-friendly. While branch nominations 
are a good indicator of who is likely to win, they are not 
conclusive:

• The 5,240 voting delegates vote in secret at the 
conference and can adjust their views based on 
“being swayed by debates”. The outcome could 
therefore be swayed by lobbying and inducements.

• Branch delegations make up 90% of the conference. 
Three ANC leagues and two executive committees 
account for the remaining 10% of total votes. 
NDZ is expected to carry the Youth and Women’s 
league, Ramaphosa the Veteran’s league, while the 
other committees are expected to vote with their 
branches.
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• The number of delegates from each branch is based 
on the size of the branch. This will result in bigger 
branches such as KZN who voted in favour of NDZ, 
sending a larger delegation to the conference. 

The race is tightly poised, however given ANC’s electoral 
dominance, a Ramaphosa lead has been positively received 
by the market; the Rand has strengthened from 14.47/USD 
to 13.67/USD in 1 month.

Elsewhere in South Africa, data prints were positive:

• Q3 GDP expanded 2.0% QOQ vs 1.5% consensus, 
driven by a 44.2% recovery in agriculture after a 
period of severe drought;

• Mining output was up 5.2% YOY in October; and

• Business confidence rose to 95.1 in November from 
92.9 in October, helped by expectations that the 
government will implement policies to boost the 
economy. 

On a micro level, shares of Steinhoff International 
Holdings plunged 80+ percent in the week after the 
retailer announced that its CEO was resigning and that 
new information had surfaced regarding “accounting 
irregularities requiring further investigation”. The German 
listed company and  Europe’s second-largest furniture 
retailer by  sales, has majority stake in many leading South 
African companies, including 76% of STAR, 46% of KAP 
industrials, and 23% of PSG Group. The scandal is thought 
to relate to ex-SA assets but the uncertainty saw the shares 
of Steinhoff’s South African associates plunge by as much 
as 30% in the week. 

In Egypt, the World Bank approved the last tranche 
(USD1.15bn) of a USD3.15bn development loan to support 
the country’s reforms and economic development. 
Elsewhere, Non-oil private sector PMI expanded for 
first time in two years, from 48.4 in October to 50.7 in 
November, driven by external demand, and CPI fell to 26% 
in November from 30.8% in October. 

The first 50+ points PMI reading in 25 months suggests that 
the private sector is recovering a year after the government 
introduced major structural economic reforms, while falling 
inflation should kick start domestic consumption. 

Lastly, Kenya’s private sector activity recovered in 
November, from a record low driven in part by reduction 
in political risk after a protracted election cycle. The Markit 
Stanbic Bank Kenya PMI for manufacturing and services 
rose to 42.8 from 34.4 in October, though still below the 50 
mark that separates an expansion from a contraction.

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK AHEAD
Date Consensus

UNITED STATES
US Budget balance (NOV) Bn 

USD
Tue/12 -135.0

US CPI (NOV) % YOY Wed/13 2

FED rate decision % Wed/13 1.25

US Retail sales (NOV) % MOM Thu/14 0.3

US manufacturing PMI (DEC) Thu/14 54

US industrial poduction (NOV) % 
MOM

Fri/15 0.2

EUROPE
Turkey (Q3) % YOY Mon/11 8.5

UK CPI (NOV) % YOY Tue/12 3.0

Russia GDP (Q3) % YOY Tue/12 1.8

Eurozone industrial production 
(OCT) % YOY

Wed/13 3.0

BoE rate decision % Thu/14 0.5

Switzerland rate decision % Thu/14 -0.75

ECB rate decision % Thu/14 0.0

Eurozone PMI (DEC) Thu/14 57.2

UK ratail sales (NOV) % YOY Thu/14 0.3

Turkey rate decision % Thu/14 8.0

Eurozone trade balance (OCT) 
Bn USD

Fri/15 24.5

ASIA PACIFIC
China CPI (NOV) % YOY Sat/09 1.8

China M2 (NOV) % YOY Sun/10 8.9

Japan M3 (NOV) % YOY Mon/11 3.5

India current account (Q3) Bn 
USD 

Mon/11 -9.5

India CPI (NOV) % YOY Tue/12 4.2

China retail sales (NOV) % YOY Thu/14 10.3

China industrial production 
(NOV) % YOY

Thu/14 6.2

Philippines rate decision % Thu/14 3.0

Indonesia rate decision % Thu/14 4.3

LATIN AMERICA
Mexico rate decision % Thu/14 7.3

Colombia rate decision % Thu/14 4.8

Chile rate decision % Thu/14 2.5

Colombia rate decision % Thu/14 3.3

Peru GDP (OCT) % YOY Fri/15 3.1

AFRICA
Egypt CPI (NOV) % YOY Sat/09 26.0

South Africa CPI (NOV) % YOY Wed/13 4.7
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GLOBAL MARKET DATA 
Date 4 DECEMBER TO 10 DECEMBER 2017
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GLOBAL MARKET DATA (CONTD.)
Date 4 DECEMBER TO 10 DECEMBER 2017
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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.


