
 I  1alquity.com

GLOBAL 
MARKET 
UPDATE

Just when the market thought that the risk premia 
related to political and policy uncertainties (e.g. 
trade tensions between the US and China, Brexit, 
etc.) would not widen further to a meaningful 
degree, a new set of risks entered the equation. 
News that the Democratic Party in the US is set to 
start the impeachment process against President 
Trump and further intensifying economic distress 
in Germany dented appetite for risk assets. On 
Friday and during the weekend, rumours surfaced 
that the White House are (internally) mulling ways 
to limit US investors’ portfolio flows into China. As 
the implications of the impeachment and limiting 
portfolio flows into China are a challenge and a half 
to estimate, markets globally could remain jittery. 
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A new set of political 
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market on its toes
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DEVELOPED

Top 3 New Zealand 0.59%
Ireland 0.34%
Switzerland 0.05%

Bottom 3 Norway -2.58%
Portugal -2.20%
Austria -2.09%

EMERGING

Top 3 Turkey 6.21%
India 2.66%
Peru 0.61%

Bottom 3 Egypt -6.37%
South Africa -3.71%
South Korea -2.92%

FRONTIER

Top 3 Croatia 3.44%
Bangladesh 2.27%
Bahrain 2.08%

Bottom 3 Argentina -5.14%
Tunisia -1.95%
Kazakhstan -1.38%
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UNITED STATES 
 
S&P 2,962 -1.01%, 10yr Treasury 1.70% -4.14bps, HY Credit 
Index 356 +32bps, Vix 17.14 +1.90Vol

Stock markets in the US performed poorly during the 
week due to the intensification of domestic political ten-
sions, i.e. the increasing probability of the impeachment 
of President Trump. As a result, the majority of the stock 
indices declined: the S&P 500 decreased 1%, whilst the 
Nasdaq Composite lost 2.2% of its value. Due to the ris-
ing risk-aversion, the greenback strengthened (the DXY 
was up 0.6% during the week), whilst the Treasury curve 
shifted downwards (the 2-year yield down 5bp to 1.63%, 
whilst the 10-year yield decreased 4bp to 1.68%). Current-
ly, the Fed funds futures market imply two additional 25bp 
rate cuts over the course of the following four quarters.

EUROPE
 
Eurostoxx 3,546 -1.28%, German Bund -0.56% -5.20bps, 
Xover Credit Index 235 -18bps, USDEUR .914 +0.57%

The majority of the European stock markets declined (in 
USD terms) during the week, due to the intensification 
of political risks in the US and UK, whilst fresh signs of 
German economic weakness amplified further deepened 
investors’ concerns. The intensification of risk-aversion 
weighed on sovereign bond yields, which depressed both 
the core and periphery yields in the Eurozone. As a result, 
the 10-year German Bund yield decreased 5bp to -0.57%.

ASIA PACIFIC
 
HSCEI 10,190 -2.22%, Nikkei 21,755.84 -0.89%, 10yr JGB- 
0.21% 0bps, USDJPY 107.840 -0.02%

Investors’ appetite for risk weakened during the week, 
which in turn weighed on Asian stock markets. The 
South Korean market (-2.8% in USD) and Chinese “A” 
shares (-2.9% in USD) performed poorly during the week. 
In contrast, the broad India stock market headed north 
(Nifty50 +2.7% in USD) thanks to the favourable impact 
of the corporate income tax. In such an environment, 
frontier markets performed strongly as well: Bangladesh 
rose 1.9% in USD, whilst Vietnam increased 0.8% in USD.

Vietnam released a wide set of macroeconomic figures, 
the majority of which were stronger than expected. 
Most importantly, real GDP growth accelerated to 7.3% 
YoY in 3Q19 (vs. 6.7% YoY in the previous quarter). 
The faster GDP growth was driven by a broad-based 
strengthening of the underlying economic activity, as 
industrial, construction and services activities were 

robust with the exception of agricultural output (which 
was adversely impacted by unfavourable weather 
conditions and the outbreak of African swine flu).

Despite the ongoing trade tensions between the US and 
China and slowdown in global economic activity, Vietnam’s 
economy has showed resilience. As a result, it is likely that 
the full-year GDP growth in 2019 could be as high as 7% – 
one of the fastest across emerging and frontier markets.

In a unanimous decision, the central bank of Thailand 
held the key policy rate at 1.50%. The decision was in 
line with the median market expectation. The Monetary 
Policy Committee deemed that the prevailing financial 
conditions were accommodative enough. However, 
should economic activity further weaken, the MPC 
could lower the policy rate to bolster domestic growth.

The central bank of Philippines carried on with its 
loosening cycle, as the Monetary Policy Committee cut 
the policy rate by 25bp to 4.50%. The Governor hinted 
that the Committee would remain on its dovish stance 
and continue easing financial conditions in order to 
bolster household consumption and investment activity 
in the context of a benign inflationary environment.

LATIN AMERICA
 
MSCI Lat Am 2,686 -0.09%

Latin American stock markets delivered a mixed perfor-
mance during the week: whilst the Brazilian (+0.8% in USD) 
and Peruvian (+0.6% in USD) markets gained, the Mexican 
(-2.9% in USD) and Colombian (-2.5% in USD) declined. 

The central bank in Mexico eased domestic financial 
conditions by cutting the key policy rate 25bp to 7.75%. 
The decision to reduce the interest rate was unanimous, 
however, there were two MPC members, who voted for 
a greater degree of monetary accommodation. The tone 
of the written statement released after the meeting was 
neutral, emphasising the symmetry of the balance of risks.

The country’s underlying economy could benefit for low-
er (real) interest rates, since the latest macroeconomic 
indicators imply that sluggish GDP growth may persist 
for a prolonged period. However, the MPC has to be cau-
tious with the degree of rate cuts in order to avoid induc-
ing unwanted volatility in the Mexican financial markets.

Both industrial and retail confidence rose in Co-
lombia in August. Industrial confidence further im-
proved to 10.5 (a positive figure denotes positive sen-
timent), up from 5.3 a year ago. On the other hand, 
retail confidence further galloped and reached 29.1, 
the highest August reading since 2016. Due to the 
strong domestic fundamentals and growth prospects, 
the central bank left the policy rate stable at 4.25%.
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AFRICA
 
MSCI Africa 737 -3.85%

Investor sentiment in Africa weakened during the week, 
as the majority of the broad stock indices declined (in 
USD terms). The Egyptian stock market was among the 
underperformers (-6.4% in USD), due to the fear that 
protests in Cairo and other cities could destabilise the 
local political landscape and be economically harmful. 
According to the news flow during the week, the 
gathering protesters were dispersed by security forces. 
The news flow and the rate cut delivered by the central 
bank helped the stock market start its recovery at the 
end of the trading week. Other stock markets, such as 
the South African (-3.7% in USD), were impacted by 
international developments and global risk appetite. 

In line with expectations, the Egyptian central bank 
slashed the key policy interest rate by 100bp to 13.25%, as 
disinflation persisted and drove the headline inflation gauge 
to 7.5% YoY in August. The Monetary Policy Committee 
claimed that the decision was consistent with achieving 
an inflation target of 9% +/- 3ppt by the end of 2020. 

Although the central bank has been reducing nominal 
interest rates, Egyptian assets remain very attractive 
(relative to other emerging and frontier markets) as 
the real interest rates remain in the range between 
5-6%. In our view, the central bank will continue 
to reduce the interest rate in the coming quarters 
as long as the global backdrop is favourable and 
domestic inflationary pressures remain contained.

Although the Kenyan Monetary Policy Committee 
held the key policy rate stable at 9%, the central bank 
has shifted to a more dovish stance. In the MPC’s view, 
the Treasury’s revised budget with a lower expenditure 
target could call for lower interest rates in the future.

The Moroccan central bank maintained the policy 
interest rate at 2.25%, whilst lowering the required reserve 
ratio (from 4%) to 2% in order to boost liquidity in the 
banking sector. According to the central bank, real GDP 
growth may be 2.7% in 2019 before it accelerates to 3.8% 
in 2020, whilst inflation could be as low as 0.4% in 2019.

UNITED STATES DATE CONSENSUS

Markit manufacturing PMI 
(Sep) Tue/01 50.1

ADP employment (Sep) Wed/02 140,000

Non-farm payrolls (Sep) Fri/04 145,000

EUROPE DATE CONSENSUS

United Kingdom: real GDP 
growth (2Q19) YoY Mon/30 1.2%

Eurozone: CPI inflation 
(Sep) YoY Tue/01 1.0%

Eurozone: retail sales 
(Aug) YoY Thu/03 2.0%

ASIA PACIFIC DATE CONSENSUS

ASEAN manufacturing 
PMIs Tue/01

Indonesia: CPI inflation 
(Sep) YoY Tue/01 3.5%

Philippines: CPI inflation 
(Sep) YoY Fri/04 1.1%

India: policy rate decision Fri/04 5.15%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Brazil: industrial produc-
tion (Aug) YoY Tue/01 -3.0%

Brazil: Markit manufactur-
ing PMI (Sep) Tue/01

AFRICA DATE CONSENSUS

Egypt: real GDP growth 
(2Q19) Mon/30

South Africa: manufactur-
ing PMI (Sep) Tue/01

THE WEEK A HEAD

PLEASE CONTINUE FOR 
MARKET DATA
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GLOBAL MARKET DATA
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GLOBAL MARKET DATA
23 - 19 SEPTEMBER
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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

EUROPE & UK
Benoit Ribaud
+44 207 5577 862
benoit.ribaud@alquity.com

MIDDLE EAST, ASIA & UK
Suresh Mistry
+44 207 5577 854
suresh.mistry@alquity.com

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


