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GLOBAL 
MARKET 
UPDATE

During the last few weeks, we pointed out that the 
chances of a cease fire between the US and China 
had become unlikely on the foreseeable horizon. 
As US President Trump upped the ante last week 
and slapped a considerable amount of tariffs on 
Mexican exports to the US, the probability of a 
near-term global trade truce has decreased even 
further. The POTUS’ measure caught markets off-
guard and triggered massive safe haven flows 
driving the 10-year US Treasury yield to 2.13% - a 
low not seen since September 2017. The reason 
for such a swing in the global investor sentiment 
is simple: it has become obvious that any country 
can easily become a target in just a blink of an eye, 
as President Trump imposed punitive tariffs on 
Mexico purely for domestic political gains (i.e. not 
for reasons underpinned by economic ideology). 
Such policy unpredictability can easily disrupt 
market sentiment for a protracted period of time.

Thus far, we argued that the global growth story would 
not be meaningfully hurt by the US-Sino trade dispute. 
Since the outlook for global trade was contorted, 
we had to revise our view regarding the impact of 
the trade tensions on global growth. Countries like 
Mexico with open economies, weak structural growth 
potential and very limited room for policy stimulus 
will face dampening growth prospects. On the 
other hand, countries relying primarily on domestic 
structural growth with largely closed economies 
and policy space to stimulate, such as China, India 
and Brazil, will go through this episode with greater 
ease than what the broad market currently prices.

DEVELOPED

Top 3 % Bottom 3 %

Australia -0.72% Norway -3.48

Ireland -1.10 Sweden -3.41

New Zealand -1.28 Italy -3.19

EMERGING

Top 3 % Bottom 3 %

Greece 12.98 Mexico -2.66

Turkey 9.35 Hong Kong -1.55

Brazil 6.31 Colombia -0.67

FRONTIER

Top 3 % Bottom 3 %

Romania 3.63 Argentina -3.32

Bangladesh 2.21 Croatia -1.60

Bahrain 1.78 Lebanon -1.26
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UNITED STATES 
 
S&P 2,752 -2.62%, 10yr Treasury 2.09% -19.56bps, HY 
Credit Index 392 +25bps, Vix 19.50 +2.86Vol

President Trump’s increasingly protectionist stance 
weighed on investor sentiment in the US stock markets, 
as the major indices declined (S&P 500 down by 2.6%, 
Nasdaq Composite down by 2.4%). Despite the major 
losses during May (S&P 500 declined 6.6%, Nasdaq 
Composite decreased 7.9%), the vast majority of US stock 
indices are still well up year-to-date. The POTUS’s tweets 
and tariffs triggered massive safe haven flows, which sent 
Treasury yields south. As a result, the 10-year Treasury 
yield plummeted 20bp and hit 2.13%. According to the 
implied pricing by the Fed funds futures, the broad market 
expects a 25bp rate cut by the Fed by the end of this 
year, and 50bp worth of rate reduction throughout 2020. 

It was confirmed that real GDP growth in the 
US exceeded 3% in annualised terms in the first 
quarter of 2019. Household spending, inventory-
building and net exports boosted headline growth. 
In contrast, business investment activity contracted.

It is true that monthly macroeconomic data have become 
somewhat weaker in Q2. Despite the moderation, 
macro data in the US continues to imply further real 
GDP expansion in the coming quarters. Latest surveys 
and polls suggest that GDP growth in the US will hit 
or even exceed 2% this year. We concur with this view.

EUROPE
 
Eurostoxx 3,249 -2.47%, German Bund -0.21% -8.50bps, 
Xover Credit Index 315 -14bps, USDEUR .895 +0.39%

European stock markets did not fare particularly 
well during the week, as the majority of stock indices 
declined in USD terms: the Italian benchmark decreased 
3.2%, the German index declined 2.7%, the French one 
decreased 2.4%, while the Spanish reference index 
lost 2.2% of its value. Sovereign yields eased across 
the Eurozone with the exception of Italy, whose risk 
premium widened due to budgetary disputes between 
the Italian government and the EU. By the end of the 
week, the 10-year German Bund yield decreased 9bp to 
-0.20% on the back of a risk-averse investor sentiment.

ASIA PACIFIC
 
HSCEI 10,422 -0.46%, Nikkei 20,410.88 -1.67%, 10yr JGB- 
0.09% 0bps, USDJPY 108.280 -0.79%

Asian stock markets fared relatively well despite the 
global investor sentiment turning sour due to President 

Trump’s increasingly protectionist stance. The MSCI Asia 
Pacific ex. Japan was flat on the week. The Malaysian (+3.4% 
in USD), Pakistani (+2.9% in USD) and Indonesian (+2.9% 
in USD) markets were among the best performers, while 
the South Korean (-0.6% in USD) and Vietnamese (-1.1% in 
USD) markets delivered an underwhelming performance.

Manufacturing PMI in China fell to 49.4 in May, below 
the neutral-mark of 50. The headline PMI figure was 
primarily brought down – again – by the weakness in 
export orders. The sub-index for production remained 
in the expansionary territory, as the sub-index for 
domestic new orders remained firm. Meanwhile, 
non-manufacturing PMI continued to signal strong 
domestic economic activity, as the index was 54.3 in 
May, matching the value seen in April. According to 
the details, construction activity remained very strong.

The granular data continues to imply that the Chinese 
domestic economy remains in a solid shape despite the 
on-going trade tensions between the US and China. 
In our view, the Chinese authorities have enough space 
to provide further policy support to keep GDP growth 
on a stable trajectory, should there be need for it.

Real GDP growth in India was 5.8% YoY in CY 1Q19, 
slower than Bloomberg consensus, but in line with 
our expectation. This brings growth to 6.8% in FY 
2019 (between April 2018 and March 2019). Private 
consumption growth was stable and strong at 7.2% YoY, 
while investment growth slowed to 3.6% YoY due to strict 
lending conditions. On the supply side, agricultural output 
stagnated, manufacturing and construction activities 
growth slowed, while services growth remained strong.

Going forward, real GDP growth will accelerate in the 
coming quarters, as the RBI’s rate cuts gradually feed 
through to the underlying economy through easing 
financial conditions. In addition, the recent announcement 
by the Modi 2.0 government to provide further 
financial aid to farmers will also bolster GDP growth. 
In light of the incoming inflation and GDP figures, the 
market has moved closer to our policy rate expectation.

LATIN AMERICA
 
MSCI Lat Am 2,684 +3.93%

Investor sentiment in the Latin American region was mixed. 
The market in Brazil was in an exceptionally positive mood, 
as the country’s benchmark index gained 7.2% in USD. In 
contrast, Mexico underperformed, as US President Trump’s 
‘tweet and tariff’ approach weighed market sentiment. As 
a result, the Mexican benchmark index fell 2.7% in USD.

Real GDP growth in Brazil was 0.5% YoY in 1Q19. 
In a quarterly comparison, GDP contracted by 0.2%. 
The weak performance in the first quarter of the 
year was largely due to contracting investments and 
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net exports. In contrast, private consumption and 
government spending contributed to headline growth.

Although GDP growth in 1Q19 was somewhat 
weaker than expected, we maintain our view that 
the Brazilian economy will strengthen in the coming 
quarters, and thus real GDP growth rate will accelerate 
on the back of improving business confidence.

US President Trump caught everybody off guard, 
when he announced that imposition of a 5% tariff on 
Mexican exports flowing to the US (coming to effect 
on the 10th June). The rate may rise to 10% on the 1st 
July, 15% on the 1st August, 20% on the 1st September 
and 25% on the 1st October – unless the US deems that 
Mexico took actions to stop illegal migration to the US.

As an initial reaction to the announcement, the Mexican 
peso depreciated almost 3% vs. the USD., since the POTUS’ 
decision will further weigh on the frail growth prospects 
of Mexico. Mexico is an open economy with about with 
78% of GDP in terms of foreign trade exposure (i.e. sum 
the total exports and imports). More importantly, the 
US accounts for about three-quarter of the destination 
for Mexico’s exports. The longer the tariff imposition 
on Mexican trade the greater the adverse economic 
impact will be. Due to the lack of space for both fiscal 
and monetary policymakers, the country’s economy 
can easily slip into a prolonged period of recession.

AFRICA
 
MSCI Africa 780 +2.84%

African stock markets delivered a mixed performance 
during the week: the South African (+1.1% in USD) 
and Nigerian (+0.8% in USD) indices gained, 
while the Egyptian and Moroccan benchmarks 
decrease by 0.5% and 1.1% in USD, respectively.

South African President Ramaphosa announced 
the members of his new cabinet. Most importantly, 
Finance Minister Mboweni was retained and 
the majority of the appointments come from 
the market-friendly pro-Ramaphosa group. 

The market reacted positively to the announcement. 
Furthermore, the probability of a Moody’s downgrade has 
decreased, in our view. 

According to the deputy governor of the South African 
central bank, the recent decline in inflation expectations 
was ‘encouraging.’

In the context of slowing core inflation, the central bank 
has started to prepare for delivering a rate cut in the 
coming months if external market conditions allow for it.

UNITED STATES DATE CONSENSUS

ADP employment (May) Wed/05 188,000

Fed Beige Book Wed/05

NFP employment (May) Fri/07 185,000

EUROPE DATE CONSENSUS

Euro Area: CPI inflation 
(May) YoY Tue/04 1.3%

ECB interest rate decision Thu/06 -0.40%

ASIA PACIFIC DATE CONSENSUS

Philippines: CPI inflation 
(May) YoY Wed/05 2.9%

India: RBI interest rate 
decision Thu/06 5.75%

China: M2 money supply 
(May) YoY 8.6%

LATIN AMERICA DATE CONSENSUS

Brazil: industrial produc-
tion (May) YoY Tue/04 -2.6%

Mexico: CPI inflation (May) 
YoY Fri/07 4.4%

AFRICA DATE CONSENSUS

South Africa: manufactur-
ing PMI (May) Mon/03 48.0

South Africa: GDP growth 
(1Q19) YoY Tue/04 0.7%

THE WEEK A HEAD

PLEASE CONTINUE FOR 
MARKET DATA



 I  4alquity.com

GLOBAL MARKET DATA
27 MAY - 2 JUNE



 I  5alquity.com

GLOBAL MARKET DATA
27 MAY - 2 JUNE



 I  6alquity.com

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.
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