
1

www.alquity.com

GLOBAL 
MARKET 
UPDATE

6 - 12 MAY: RENEWED TRADE TENSIONS POISON THE WELL

THIS WEEK’S GLOBAL EQUITY MARKET MOVERS

DEVELOPED
Top 3: New Zealand -0.24%, Denmark -0.30%, Australia -0.71%
Bottom 3: Belgium -5.34%, Sweden -4.87%, Italy -3.73%

EMERGING
Top 3: Thailand -0.70%, Colombia -1.37%, Hungary -1.54%
Bottom 3: Turkey -6.81%, China "A" -5.77%, China "H" -5.61%

FRONTIER
Top 3: Mauritius 2.31%, Argentina 1.54%, Lithuania 1.38%
Bottom 3: Lebanon -3.61%, Oman -2.56%, Vietnam -2.36%

Talks between the US and China ended without a resolution last week. Trade tensions escalated 
further, as the US administration raised tariffs to 25% on USD 200bn worth of Chinese exports to the US. 
Following the move, China has vowed retaliation. The anxious reaction by the broad market reflects the 
fact investors have started to re-assess whether a deal between the two countries is possible in the near 
term. Although global investor sentiment turned sour, in our view the macroeconomic fundamentals of 
the US and China will not be meaningfully hurt by the prolonged trade discussions. For the time being, 
the market is likely to ignore macroeconomic fundamentals and will probably focus on headlines related 
to the trade discussion between the two countries. Protracted trade tensions will continue to weigh 
on global market sentiment until the two parties clearly signal a step forward towards a consensus. 

UNITED STATES  
S&P 2,881 -2.18%, 10yr Treasury 2.42% -5.78bps, HY Credit 
Index 338 +23bps, Vix 18.81 +3.17Vol

Due to the renewal of trade tensions between the US and 
China, market sentiment deteriorated and weighed on 
returns. As a result, the S&P500 lost 2.2% of its value during 
the week, followed by the Russell 2000 (-2.5%) and the 
Nasdaq Composite (-3%). Meanwhile, the whole Treasury 
curve shifted down, as investors were looking for safe 
haven assets. Consequently, the 2-year yield declined by 
7bp to 2.23%, while the 10-year decreased by 6bp to 2.44%.

Inflation remained soft in the US, as producer prices rose by 
2.4% YoY, while consumer price inflation was 2% YoY in April. 
The overall foreign trade deficit rose by USD 2.1bn to USD 
50bn in March. The bilateral trade deficit with China dropped 
to a five-year low, as US exports to China surged by 23.6% YoY.

EUROPE 
Eurostoxx 3,349 -3.69%, German Bund -0.06% -7.00bps, 
Xover Credit Index 284 -28bps, USDEUR .891 -0.37%

European stocks were hit by the deteriorating market 
sentiment. The stock indices of the big four Eurozone 
economies declined significantly: Germany by 2.5%, Spain by 
2.8%, France by 3.6% and Italy by 3.7% (all in USD). Due to flight 
to quality, German government bond yields decreased. As a 
result, the German 10-year yield decreased by 7bp to -0.05%.

ASIA PACIFIC 
HSCEI 10,931 -5.61%, Nikkei 21, 191.28 -2.44%, 10yr JGB- 
0.05% 0bps, USDJPY 109.690 -1.39%

Asian stock markets had a challenging week, as the renewal 
of trade tensions between the US and China weighed on 
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market sentiment. The broad MSCI Asia Pacific ex. Japan 
index lost 4.9% of its value during the week (in USD). Chinese 
“A” and “H” shares underperformed their regional peers, as 
the respective indices declined by 5.6% and 5.7% (in USD). 
In contrast, the Thai stock market weathered the challenging 
environment quite well, as the country’s benchmark index 
decreased by 0.7% in USD, outperforming its Asian peers.

Chinese CPI inflation was 2.5% YoY in April, a six-month high. 
Food prices rose 6.1% YoY in April, due to a sharp increase in 
pork prices. The increase in pork prices comes as the country 
struggles with the widespread outbreak of African swine 
fever. New foreign trade data for April showed exports 
contracting by 2.7% YoY and imports increasing by 4% YoY. 
Weak export data reflected the decline in smart devices and 
automobiles, which fell 19% YTD and 1.2% YTD, respectively. 
Import growth was driven by 16% YoY crude oil imports.

Indonesia’s 1Q19 GDP growth of 5.1% was lower than 
expected, with GDP shrinking 0.5% QoQ SA. Lower 
government spending and a decline in exports weighed 
on growth. The central bank signalled its continued 
presence in the currency market to ensure stability. 

The Philippine central bank cut the policy interest rate by 
25bps to 4.5%, for the first time since October 2012. Meanwhile, 
1Q19 real GDP growth was 5.6% YoY, lower than expected. 
The slowdown was mainly due to in the delays in passing 
the budget and in turn postponing the implementation 
of new public projects. In addition, CPI inflation came 
was 3% YoY in April, slowing from 3.3% in March, which 
also allowed for the rate cut by the monetary authority.

LATIN AMERICA
MSCI Lat Am 2,656 -2.89%

Worsening global market sentiment weighed on 
the performance of Latin American stock markets. 
Consequently, the Peruvian (-3.1% in USD), Brazilian 
(-2.8% in USD) and Chilean (-2.7% in USD) indices 
declined to the largest extent during the week.

Industrial production in Mexico remained weak 
throughout 1Q19, as industrial activity contracted by 
1% YoY in February and stagnated in March. The poor 
performance was mainly due to mining activity (i.e. 
a fall in oil output), which kept sharply contracting.

Central banks in Latin America kept their respective policy 
rates stable. The Brazilian central bank held the policy rate 
at 6.5%, as the acknowledging the changes in the inflation 
outlook and the weaker-than-expected economic activity. 
The Chilean central bank left the policy rate at 3% signalling 
that the MPC is likely to keep the policy rate stable for a 
prolonged period in the context of low and stable core 
inflation. The monetary authority in Peru kept the reference 
rate at 2.75% citing the inflation expectations remain 
anchored and output growth is yet reach its potential.

AFRICA 
MSCI Africa 822 -3.28%

African stock markets were not immune to the adverse 
shift in global market sentiment. The Egyptian stock index 
lost 5.2% of its value in USD, followed by the South African 
benchmark (-3.4% in USD). In contrast, the Moroccan market 
held its own, as the country’s stock index gained 1% in USD 
during the week.

The ruling African National Congress party retained its 
majority in the South African national election with 57.5% 
of the votes, albeit a weakened majority, from 62.2% in 2014. 
Voter turnout came in at 65.99%, the lowest in South Africa’s 
democratic history. 

The market will now turn its attention to President Cyril 
Ramaphosa’s cabinet reshuffle which should give an 
indication of the President’s power within the divided ruling 
party and the party’s willingness to back his reform agenda.

Manufacturing production in South Africa rose 1.2% YoY 
in March, after several months of subpar performance. The 
improvement in annual growth was mainly due to the fact 
that the sharp decline in mining production moderated. 
Manufacturing PMI rose to 50.3 in April, from 48.8 in March. 
The headline PMI index has returned above the 50-point 
threshold indicating that industrial activity may – further – 
strengthen in the coming months.

Egypt’s annual CPI inflation eased to 13% in April from 
14.2% in March. Egypt has been carrying out an IMF-backed 
economic reform programme since 2016 which saw inflation 
rise to a high of 33% the following year. Annual core inflation 
fell to 8.1% YoY in April after hitting 8.9% in the previous 
month. 

Inflationary pressures are expected to increase in the coming 
months as the government seeks to phase out more subsidies 
under the IMF-backed economic reform programme, 
including a 30-40% energy price hikes anticipated in June. 
Should the underlying trend of disinflation continue in a 
sustainable manner, the central bank could find room to 
further reduce the policy rate.
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THE WEEK AHEAD
Date Consensus

UNITED STATES
Retail sales (Apr) MoM Wed/15 0.2%

Industrial production (Apr) MoM Wed/15 0.0%

EUROPE
Euro Area: GDP growth (1Q19) 

YoY
Wed/15 1.2%

UK: unemployment rate (Mar) Tue/14 3.9%

ASIA PACIFIC
China: monthly macroeconomic 

data
Wed/15

Indonesia: policy rate Thu/16 6.0%

LATIN AMERICA
Brazil: central bank minutes Tue/14

Colombia: GDP growth (1Q19) 
YoY

Wed/15 3.0%

AFRICA
South Africa: retail sales (Mar) 

YoY
Wed/15 0.6%

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.


