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GLOBAL 
MARKET 
UPDATE

29 APRIL - 5 MAY: PRESIDENT TRUMP SPOOKED MARKETS

THIS WEEK’S GLOBAL EQUITY MARKET MOVERS

DEVELOPED
Top 3: Ireland 1.85%, Germany 1.09%, Singapore 1.08%
Bottom 3: Luxembourg -3.66%, Finland -2.17%, Sweden -1.57%

EMERGING
Top 3: Philippines 1.83%, Hong Kong 1.59%, Taiwan 1.40%
Bottom 3: Colombia -2.98%, Hungary -2.93%, Abu Dhabi -2.77%

FRONTIER
Top 3: Argentina 11.06%, Croatia 1.63%, Lithuania 1.49%
Bottom 3: Jordan -4.70%, Nigeria -2.12%, Kazakhstan -0.86%

Before President Trump unexpectedly threatened to further raise tariffs on Chinese imports,  the 
case for a meaningful and sustained improvement in global market sentiment has been building, as 
economic activity in the US remains convincingly solid in the context of low inflation and depressed 
(real) interest rates with the Fed being patient following through on its tightening agenda. Furthermore, 
recent macroeconomic data revealed that the broader Chinese economy has stabilised and is set 
to enjoy a cyclical upswing sooner rather than later. Therefore, by now the worries about a sharp 
global economic slowdown (and recession) have been proven wrong, in our view. However, investors 
are yet to fully appreciate the combination of firm economic growth, contained inflation and low 
(real) interest rates, as the broad market still focuses on downside risks to growth outlook. Further 
releases of strong macroeconomic data and a trade deal between the US and China would certainly 
relieve short-term market and economic stress facilitating a greater appetite for risky assets.

UNITED STATES  
S&P 2,932 +0.20%, 10yr Treasury 2.48% +2.68bps, HY 
Credit Index 329 -2bps, Vix 15.93 +.14Vol

The US stock market finished the week in positive 
territory, with the S&P 500 rising 0.2%. From a sector 
perspective, Healthcare led the pack (+1.27%) and the 
Energy sector was the largest detractor (-3.26%). During 
the week, the broad USD index (DXY) fell 0.5%. Treasury 
yields eased, with the 2-year and 10-year Treasury yields 
finishing the week at 2.31% and 2.49% respectively. 

The Fed held the Fed funds rate stable, as expected. 
Chair Powell played down the importance of the soft 
patch in inflation and argued that easing inflationary 
pressures are temporary – implying that rate cuts in the 
near term are very unlikely. Furthermore, a barrage of 
macro data was published in the US during the week:

• The Fed’s preferred consumer price inflation 
measure, core PCE inflation slowed to 1.6% YoY in 
April – well below the Fed’s 2% inflation target. 

• Non-farm payrolls increased by a whopping 
263,000 in April, while the unemployment rate fell 
to 3.6%, a 50-year low

• Nominal earnings growth was 3.2% YoY in April, 
sustaining a decent pace in real terms (adjusted for 
inflation)

• Both manufacturing and non-manufacturing ISM 
gauges remained well above 50 in April, signalling 
that the domestic US economy will further expand 
at a solid pace

We acknowledge that the data above are interpreted in 
a pessimistic context by many major media outlets, who 
continue to expect a sharp slowdown in real GDP growth 
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despite the consistently strong data. We disagree with such 
a pessimistic interpretation. The facts are that the labour 
market in the US remains very tight, real earnings growth 
has been decent and will surprise to the upside at one point 
in the future, while forward-looking indicators (such as the 
ISM) strongly imply that the underlying growth momentum 
in the US is just fine. Macro data in the US to date are in 
line with our expectations and – in our view – imply that 
real GDP growth in the US will remain above 2% this year.

EUROPE 
Eurostoxx 3,464 +0.35%, German Bund -0.01% +4.70bps, 
Xover Credit Index 259 -1bps, USDEUR .893 -0.29%

European markets rose modestly over the week: 
Germany (+1.09%), France (-0.07%), Italy (+0.41%), 
Spain (-0.72%), UK (+1%), all in USD. The 10-year 
German sovereign yield closed the week at 0.02%.

ASIA PACIFIC 
HSCEI 11,266 +0.54%, Nikkei 21,923.72 0.00%, 10yr JGB- 
0.05% 0bps, USDJPY 110.670 -0.31%

The MSCI Asia Ex -Japan index rose nearly 1% in USD over 
the week. Philippines (+1.83%), HK (+1.59%) and Taiwan 
(+1.4%) were the largest contributors. Pakistan (-2.71%), Laos 
(-1.85%) and Indonesia (-1.77%) were the poorest performers.   

The Caixin manufacturing PMI in China was 50.2 in 
April, hovering above the 50-point threshold for the 
second consecutive month. The decline in the headline 
index since March was mainly due to exports new orders 
contracting. In contrast domestic factors strengthened, 
as the one-year forward-looking business confidence for 
production improved to an 11-month high, manufacturing 
output rose, while domestic new orders expanded. Non-
manufacturing PMI remained very strong in April, at 
54.3. The fall in non-manufacturing PMI was moderate 
and is consistent with historical patterns. Although the 
construction sub-index fell, it remained above 60, which is 
still a very positive sign for construction activity expansion.

In our view, the fact that the index was in expansionary 
territory for the second consecutive month shows 
that domestic components are resilient and strong. 
The bottom line is that the recovery in the Chinese 
industry has been materializing in line with our 
expectations, albeit slower than the market’s expectation. 

Manufacturing PMI in India was 51.8 in March, signalling 
a solid rate of manufacturing output expansion.

Although the headline index somewhat slowed since April, 
the underlying dynamics suggest – in our view – that the 
domestic growth momentum will carry on and is expected 
receive further impetus after the elections are over.

The aggregate ASEAN PMI figure slightly improved, 
to 50.4 in April. Vietnam registered the strongest gain 
since March, as the country’s manufacturing PMI rose 
by 0.6ppt to 52.5 due to broad-based improvements in 

the economy (i.e. higher new orders, increasing output 
and employment). The Thai (51) and the South Korean 
(50.2) PMIs increased, while the Indonesian (50.4) and 
the Philippine (50.2) indices weakened compared to the 
previous month. The Malaysian (49.4) and the Taiwanese 
(48.2) PMIs remained in contractionary territory.

The April PMI figures in the ASEAN economies are promising, 
in our view. Countries with a healthy macroeconomic 
environment are likely to enjoy further improvement in 
industrial and business sentiment in the coming months.

LATIN AMERICA
MSCI Lat Am 2,706 -1.34%

Most Latin America indicines fell over the week. 
Argentina rose 11.06% in USD, while Colombia (-3.02%), 
Chile (-1.78%) and Mexico (-1.78%) fell the most.   

According to the local Brazilian press, Chairman of the 
House special committee Ramos said that concessions 
are needed to pass pension reform and added that 
savings will likely be between BRL 900bn to 1tn, 
in line with the original plans. House speaker Maia 
reinforced Ramos’ statement by claiming that he would 
work to approve a reform with savings close to BRL 1tn.

Mexican GDP grew by 1.3% YoY in 1Q19. Although the annual 
rate of growth remained above 1%, in a quarterly comparison 
real GDP contracted by 0.2% - highlighting the frail nature of 
Mexico’s economy. Details revealed that industrial activity 
decreased by 2.1% YoY in 1Q19. In order to revive the Mexican 
economy, AMLO presented the National Development 
Plan. According to the Plan, the government set the goal 
of average 4% real GDP growth over the six years of his 
presidency. The Plan foresees GDP growth at 6% by 2024.

The document did not contain details on how such growth 
will be achieved and thus it is difficult to say whether the 
government’s plan is achievable. In our view, an average annual 
GDP growth rate of 4% over the next six years is very ambitious.

AFRICA 
MSCI Africa 832 +0.70%

African markets rose over the week; South 
Africa (+0.78%), Egypt (+0.31%). Nigeria was one 
of the poorest performers, falling -2.12% in USD.  

Manufacturing PMI in South Africa rose by 2ppt to 
47.2 in April. The sub-indices for new orders and 
business activity improved, while the measure for 
employment weakened. Power outages persisted 
throughout April weighing on industrial performance.

Although the headline PMI figure improved, it remained 
below 50, i.e. contractionary territory. After the election is 
over and the outcome is favourable, business sentiment 
could start to gradually improve, in our opinion.

The Nigerian Senate passed the 2019 budget during 
the week. The government promised to increase 
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spending on capital projects and estimates that the fiscal 
deficit will narrow by 0.3ppt to 1.4% of GDP this year. 

According to the country’s Prime Minister, the 
government aims to raise Egypt’s real GDP growth 
from 5.3% in FY2017-18 to 8% by FY2021-22.

THE WEEK AHEAD
Date Consensus

UNITED STATES
Trade Balance Thu/09

Jobless Claims Thu/09

CPI YoY Fri/10 2.1%

EUROPE
France: Trade Balance Tue/07

Germany: Trade Balance Fri/10

UK: GDP YoY Fri/10 1.8%

ASIA PACIFIC
Philippines: CPI YoY Tue/07 3.1%

Taiwan: CPI YoY Tue/07 0.5%

China: CPI YoY Thu/09 2.5%

Philippines: GDP YoY Thu/09 6.0%

LATIN AMERICA
Chile: Trade Balance Tue/07

Chile: CPI YoY Wed/08 2.1%

Mexico: CPI YoY Thu/09 4.4%

AFRICA
South Africa: Manufacturing 

Production
Thu/09 0.0%

Egypt: CPI Core YoY Thu/09

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.


