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GLOBAL 
MARKET 
UPDATE

1 - 7 APRIL: TRADE TENSIONS ARE EASING BETWEEN THE US 
AND CHINA
THIS WEEK’S GLOBAL EQUITY MARKET MOVERS

DEVELOPED
Top 3: Luxembourg 6.43%, Finland 5.00%, Sweden 4.29%
Bottom 3: New Zealand -1.11%, Australia 0.05%, Switzerland 0.21%

EMERGING
Top 3: Mexico 5.96%, Dubai 5.50%, Turkey 5.18%
Bottom 3: Pakistan -3.35%, Abu Dhabi -1.36%, Malaysia -0.33%

FRONTIER
Top 3: Romania 2.44%, Lithuania 2.36%, Sri Lanka 1.53%
Bottom 3: Nigeria -4.80%, Argentina -3.59%, Oman -1.65%

One of the obstacles hindering further improvement in global market sentiment is the trade dispute 
between the US and China. Finally, more constructive headlines were released citing that the two 
countries have finally found some common ground, which ultimately could lead to a consensus in 
the coming few months. President Trump talked up prospects for a ‘monumental’ agreement, while 
refraining from providing granularity or evidence. Drafts of the agreement being crafted would give 
Beijing until 2025 to meet commitments on commodity purchases and allow American companies 
to wholly own enterprises in the Asian nation, according to people familiar with the talks. We remain 
of the view that a final resolution to the trade talks will not meaningfully change the fundamentals 
for global growth, as the US-China trade is about 3% of global trade. But global investor sentiment 
could surely benefit from some good news. 

UNITED STATES  
S&P 2,893 +2.06%, 10yr Treasury 2.50% +9.04bps, HY 
Credit Index 338 -11bps, Vix 13.50 -.89Vol

Most of the major stock indices in the US gained: the S&P 
500 gained 2.1%, while the Nasdaq Composite rose 2.7%. 
Meanwhile, the broad USD index (DXY) was broadly flat 
on the week, bringing the dollar’s year-to-date increase 
to 1.3%. As the jobs report in the US among other global 
macroeconomic data were convincingly strong, the 
Treasury curve shifted upwards, and as a result the 2-year 
yield rose by 8bp to 2.33% and the 10-year to 2.49%. 
Although the pricing of the Fed futures still implies a rate 
cut, the degree of such move has softened.

A wide range of relevant macroeconomic data was 
released during the week, which confirmed our view 

that the US is not on the brink of a recession. Both the 
manufacturing (55.3 in March) and non-manufacturing 
(56.1 in March) components of the ISM index continue to 
signal a very strong expansion. But most importantly, the 
jobs report in March delivered a convincingly solid set of 
figures again:

• Non-farm payrolls rose by 196,000, bouncing from 
33,000 in February

• Unemployment rate remained 3.8%, while labour 
force participation eased to 63%

• Nominal wage growth hit 3.2% YoY, down from 
3.4% YoY in February

Both forward-looking (ISM indices) and backward-looking 
(jobs report) indicators imply that the domestic US 
economy remained strong in March. Consequently, real 
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GDP growth is very likely to tick along at a decent pace 
in the coming quarters, as no indicator suggests – in our 
view – that a recession may loom over the world’s largest 
economy.

Looking forward: The economic diary in the US is not too 
busy for the week, as it contains only a limited number of 
relevant releases, such as the CPI and PPI inflation figures 
from March. On Wednesday, the Fed releases the minutes 
from the last monetary policy meeting, which could 
provide markets further guidance on the outlook for 
interest rates.

EUROPE 
Eurostoxx 3,442 +2.80%, German Bund 0.01% +7.70bps, 
Xover Credit Index 257 -17bps, USDEUR .890 +0.06%

European stock markets enjoyed a more constructive 
investor sentiment, as most of the stock indices 
considerably gained during the week: Germany by 4.1%, 
Spain by 2.9%, France by 2.3% and Italy by 2.2% (all in 
USD). Meanwhile, the euro was flat vs. the USD and the 
German Bund curve shifted upwards and steepened: the 
2-year yield rose by 3bp to 0.57% and the 10-year increase 
by 8bp to 0.01% by the end of the week.

The European Central Bank’s minutes highlighted that the 
Governing Council saw widespread uncertainty about 
the persistence of the current weakness in economic 
activity within the Eurozone. The Council’s assessment 
on inflation was quite downbeat, as members remain 
puzzled about the sluggish nature of inflation. The 
minutes reaffirmed that the forward guidance on the ‘no 
rate change’ scenario was extended until the end of 2019. 
Most interestingly, however, the minutes included that 
‘A number of members voiced an initial preference for 
extending the forward guidance through the end of the 
first quarter of 2020.’

Looking forward: European investors will have a 
busy week with an Emergency Summit on Brexit 
on Wednesday and an ECB decision on Thursday. 
Furthermore, the UK will release various high-frequency 
macroeconomic data, including the monthly GDP figure 
for February.

ASIA PACIFIC 
HSCEI 11,794 +2.76%, Nikkei 21,761.65 +1.95%, 10yr JGB- 
0.05% +0bps, USDJPY 111.450 +0.87%

Investor sentiment in the Asian space was supportive, 
as the majority of the broad stock indices rose. Chinese 
“A” shares (+5% in USD) and the South Korean stock 
market (+3.7% in USD) outperformed their Asian peers. In 
contrast, the Pakistani (-3.4% in USD) and the Bangladeshi 
(-1% in USD) delivered an underwhelming performance.

The Reserve Bank of India (RBI) cut the policy rate by 
25bp to 6% in line with expectations. This was the second 
consecutive time, when the RBI slashed the headline 
policy interest rate. MPC members agreed that economic 

growth needed to be stimulated in the context of a 
benign inflationary environment. The central bank revised 
down its real GDP growth forecast by 0.2ppt to 7.2% 
for FY2019-20. Furthermore, the central bank’s inflation 
forecast was reduced too, as the projection for headline 
CPI inflation was brought down to 2.9-3% in FY1H19-20 
and to 3.5-3.8% in FY2H19-20.

In our view, there is further room for easing financial 
conditions through outright interest rate cuts. We expect 
at least one further 25bp cut. Should economic growth 
and/or inflation be softer than the RBI’s estimate, the MPC 
will probably consider easing monetary conditions to a 
greater degree.

Consumer price inflation in the Philippines slowed to 
3.3% YoY in March, bringing the average for 1Q19 to 
3.8% YoY – below the upper bound of the central bank’s 
inflation target of 2-4%. The deceleration was mainly 
due to a high base for comparison and easing food price 
pressures.

The central bank released a statement, in which it 
evaluated the latest inflation figure. In our view, the tone 
of the short comment was neutral and did not imply a 
rate cut in the short-term, but rather a cautious, data-
dependent approach to set the policy rate in the coming 
months.

Inflation in South Korea unexpectedly slowed to 0.4% 
YoY in March (vs.0.5% YoY in February). Meanwhile, the 
core gauge was stable at 0.9% YoY. The headline inflation 
measure was dragged down by vegetable and transport 
prices. Services inflation – which captures inflationary 
pressures generated by domestic demand – remained 
muted at 1.1% YoY.

According to the central bank governor’s latest statement, 
the MPC acknowledged that softening inflationary 
dynamics. The governor argued that there is no room 
for any rate cut, as the MPC has to safeguard financial 
stability by preventing a build-up of imbalances.

CPI inflation in Thailand rose to 1.2% YoY in March, while 
core inflation hovered at 0.6% YoY. The headline gauge 
was mainly driven higher by non-core items, such as fruit 
and vegetable prices as well as by energy prices. 

According to the governor of the Indonesian central bank, 
the policy rate will most likely be kept stable, as the MPC 
will opt for macroprudential tools to support economic 
growth.

Vietnam’s sovereign credit rating was raised by S&P 
from ‘BB-’ to ‘BB‘ citing continued improvements in the 
government’s institutional settings, which help to support 
consistently strong economic growth.

Looking forward: All eyes are on China, who is set 
to release a wide set of macroeconomic indicators – 
including CPI and PPI inflation and foreign trade data. 
India is also scheduled to publish inflation metrics, which 
could serve as guidance for future monetary policy 
measures. Furthermore, the Sri Lankan central bank is 
expected to keep the policy rate stable.
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LATIN AMERICA
MSCI Lat Am 2,834 +3.19%

The majority of stock indices headed north during 
the week in Latin America. Mexico led the pack, as the 
country’s stock index gained 6% in USD, followed by Brazil 
(+2.5% in USD) and Colombia (+2.4% in USD). 

The debate on the pension reform bill in Brazil has 
proved to be noisy so far, but the process itself has 
remained on track. According to various local sources, 
opposition parties have been preparing amendments to 
the bill that could somewhat water down the cumulative 
savings in the future. During the week, President 
Bolsonaro met with six parties to discuss the pension 
reform and will meet other parties as well to secure their 
support.

It is important to note that the President has been making 
efforts to find a consensus among the government 
coalition and opposition parties to smooth the process as 
much as possible. In our view, the reform will be passed at 
the end of the process, as the opposition parties do not 
have enough votes to block it. Passing the bill will likely 
grant impetus to Brazilian asset prices.

Economic activity in Chile underdelivered relative 
to previous months, as the official GDP proxy grew 
only by 1.4% YoY in February. The unexpectedly weak 
performance was due to mining activity, which decreased 
by 7.8% YoY. Non-mining economic activity delivered a 
solid performance again, as it expanded by 2.4% YoY.

Credit rating agency Fitch commented on Colombia’s 
new, higher fiscal targets for 2019 and 2020, 2.7% of GDP 
and 2.3% of GDP, respectively. According to Fitch, the 
changes to the fiscal rule could hurt the credibility of 
Colombia’s non-governmental Fiscal Committee. The 
agency cited that the country may need further fiscal 
reforms in the future.

Mexico’s fiscal targets in the Preliminary Economic 
Policy Guidelines (PEPG) fiscal targets for 2019 and 
2020 were unchanged at 1% and 2% of GDP, respectively, 
compared with the approved budget for 2019, while 
GDP growth forecast and oil production projection were 
revised down.

The PEPG reflects that AMLO’s government is committed 
to fiscal responsibility. However, execution of the 
government’s policies and the achievement of fiscal 
targets are at odds with each other, in our view, since 
meeting the deficit targets will require expenditure cuts, 
the stabilisation of oil production and positive real GDP 
growth. 

Looking forward: Mexico is set to release plenty of 
macroeconomic data, such as inflation, industrial 
production and the minutes from the last monetary 
policy meeting. Meanwhile, various activity indicators are 
scheduled in Brazil, Colombia and Chile. Furthermore, the 
Peruvian central bank is expected to keep the policy rate 
stable.

AFRICA 
MSCI Africa 827 +5.41%

Most of the African stock indices gained during the week 
– with the exception being Nigeria, whose market lost 
4.8% of its value in USD. South Africa delivered one of the 
largest gains during the week, as the country’s benchmark 
index rose 4.9% in USD, followed by Egypt (+2.9% in 
USD).

Current account deficit in Egypt was USD 2.1bn in 4Q18. 
As a result, the deficit widened by 0.3bn YoY to USD 
3.9bn in 2H18 (or first half FY2018-19 ending in June 
2019). The wider current account deficit was a result of 
the decline in remittances (-6.8% YoY) and the increase 
in the value of non-oil imports (+11.5% YoY), despite the 
rising transportation revenues (+3% YoY) and surging 
tourism revenues (+36.4% YoY). Meanwhile, net FDI 
inflows slowed USD 2.8bn in 2H18.

The fact that the current account deficit widened only by 
USD 0.3bn compared to the same period in the previous 
year shows the country is now on a more stable and 
more sustainable footing than before it joined the IMF’s 
programme. We note, however, that there is room for 
further improvement, as the country needs to enhance its 
capabilities to attract a greater amount of FDI, which in 
turn could help improve Egypt’s growth potential.

Real GDP growth in Kenya could growth 6.3% in 
2019, according to the President of the country. The 
President’s statement imply that the government expects 
faster growth than in the previous year, when real GDP 
expanded 6.1%. The government’s projection is not 
meaningfully higher than the market consensus for real 
GDP growth in 2019, which has been hovering around 
5.8%.

The Moody’s released a statement on Tuesday, in which 
the credit rating agency cited that South Africa remains 
investment grade, rated Baa3 (the lowest investment 
grade rating) with ‘stable’ outlook. 

The PMI in South Africa fell for the third consecutive 
month in March, to 45, significantly below the 50-point 
threshold, which separates contraction from expansion. 
Business sentiment has been deteriorating in South 
Africa, due to the increasing number and length of 
power outages, due to the capacity constraints and 
financial struggles of Eskom, a state-run utility company. 
According to the minister for Public Enterprises, the 
government had been discussing a bailout package for 
the company.

Looking forward: The African economic diary for the 
week is quite empty, as only South Africa (business 
confidence and industrial production) and Egypt (CPI 
inflation) have scheduled releases for the week. 
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THE WEEK AHEAD
Date Consensus

UNITED STATES
CPI inflation (Mar) YoY Wed/10 1.8%

FOMC meeting minutes Wed/10

PPI inflation (Mar) YoY Thu/11 1.9%

EUROPE
ECB: policy rate decision (depos-

it)
Wed/10 -0.4%

UK: GDP growth (Feb) MoM Wed/10 0.0%

ASIA PACIFIC
China: CPI inflation (Mar) YoY Thu/11 2.30%

India: CPI inflation (Mar) YoY Fri/12

LATIN AMERICA
Brazil: retail sales (Feb) YoY Tue/09 3.6%

Mexico: monetary meeting min-
utes 

Thur/11

Peru: policy rate decision Fri/12 2.75%

AFRICA
Egypt: CPI inflation (Mar) YoY

South Africa: manufacturing 
(Feb) YoY

Thu/11 0.5%

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.


