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We covered the Federal Reserve’s policy U-turn 
extensively during the previous weeks: a 25bp rate 
cut and pausing the balance sheet run-off at the end 
of July seem like a done deal. Now, it is time to look 
around what other central banks across the globe 
could do. In general, central banks operating in a 
benign inflationary environment and in economies 
that are not too susceptible to external shocks 
may find room for policy manoeuvre to ease 
financial conditions in the coming months either 
by outright slashing their policy rates and/or by 
injecting additional liquidity into their domestic 
money markets (e.g. Indonesia, the Philippines, 
Brazil, Chile, Peru, South Africa, Egypt, etc.). As a 
result, emerging economies will enjoy the benefits 
of (increasingly) accommodative monetary stances 
and will exhibit stronger domestic economic activity.
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THIS WEEK’S GLOBAL  
EQUITY MARKET MOVERS

Central banks across the 
globe await the Fed’s 
green light 
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DEVELOPED

Top 3 Italy 2.26%
Ireland 1.75%
United States 1.65%

Bottom 3 Luxembourg -2.46%
Switzerland -0.75%
Sweden -0.68%

EMERGING

Top 3 Turkey 6.24%
Pakistan 3.96%
Brazil 3.46%

Bottom 3 South Korea -2.27%
South Africa -1.77%
Poland -0.67%

FRONTIER

Top 3 Vietnam 2.97%
Bahrain 2.92%
Sri Lanka 2.90%

Bottom 3 Nigeria -2.46%
Lebanon -1.83%
Oman -1.76%
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UNITED STATES 
 
S&P 2,990 -0.29%, 10yr Treasury 2.02% -4.89bps, HY 
Credit Index 338 +0bps, Vix 13.28 -.32Vol

The pricing by the Fed funds futures continues to imply 
a 25bp rate cut at the end of July. As expectations for 
monetary easing by the Federal Reserve firm, the USD 
gradually sheds its strength. Consequently, the broad USD 
index (DXY) declined 0.5% on the week. The Treasury 
curve steepened, as the 2-year yield was broadly flat at 
1.85%, whilst the 10-year yield rose 9bp to 2.12%, bringing 
the 2s10s spread to 27bp. Meanwhile, the majority of 
the stock indices in the US gained: the S&P500 was 
up 0.8%, whilst the Nasdaq Composite gained 1%.

Fed Chair Powell claimed in his congressional testimonial 
speech that the US’ domestic economy remains strong, 
but downplayed the idea of the labour market being ‘hot.’ 
Furthermore, the Chair emphasised that ‘uncertainties 
around trade tensions and concerns about the strength 
of the global economy continue to weigh on the US 
economic outlook. Inflation pressures remain muted.’ 

In our view, the Fed Chair’s speech was dovish, as it 
emphasised downside risks to economic growth. Ultimately, 
such a dovish tilt paves the way for a rate cut at the end of July.

EUROPE
 
Eurostoxx 3,528 +0.35%, German Bund -0.36% -4.20bps, 
Xover Credit Index 257 -1bps, USDEUR .891 -0.16%

Risk-aversion in European stock markets intensified, 
and as a result, the majority of the European stock 
indices declined during the week. In the fixed 
income market, yields rose across the board: the 
10-year German Bund yield spiked 15bp to -0.21%.

ASIA PACIFIC
 
HSCEI 10,706 -0.36%, Nikkei 21,513.18 -0.28%, 10yr JGB- 
0.15% 0bps, USDJPY 108.300 +0.36%

Investor sentiment in Asia was increasingly risk-averse 
during the week. US President Trump’s tweet was one 
of the key factors that soured sentiment. As a result, 
the majority of the broad stock indices declined: the 
Bangladeshi benchmark declined 2.7%, Chinese “A” shares 
were down 2.5%, the whilst Indian Nifty50 decreased 2.2% 
(all in USD). In contrast, the Sri Lankan, Indonesian and the 
Philippine markets performed strongly during the week, 
as they gained 1.3%, 1,1% and 0.7% (all in USD), respectively.

Chinese real GDP growth was 6.2% YoY in 2Q19, vs. 6.4% 
YoY in 1Q19. The rate of growth in 2Q19 matched the 

Bloomberg consensus. (A detailed breakdown is due later.) 
Monthly data, such as fixed asset investments, retail sales 
and industrial production in June surprised positively:

• Fixed asset investment growth strengthened 
to 5.8% YoY YTD (vs. 5.6% YoY YTD in May)

• Retail sales accelerated to 9.8% YoY (vs. 8.6% 
YoY in May), as auto sales strongly rebounded

• Industrial production growth rose 
to 6.3% YoY (vs. 5% YoY in May)

According to the monthly macro data, domestic activity 
in China strengthened throughout 2Q19, in line with PMI 
data from the previous months and also in line with 
our view that the Chinese domestic economy was and 
still is on the path of stabilisation and strengthening. 
In our view, headline real GDP growth slowed in 2Q 
relative to 1Q, due to a weakness in net exports, which 
is consistent with the on-going weakness in global trade 
(a phenomenon not to be mixed with trade tensions).

Inflation in India remained depressed, as the headline 
gauge was 3.2% YoY in June, barely faster than 
in the previous month. Two key inflationary trends 
persisted in June: the acceleration of food inflation 
continued, whilst consumer price inflation of the 
rest of the consumer basket somewhat moderated.

Headline CPI inflation hovered well below the central 
bank’s 4% inflation target once again. Depressed 
inflation and a prudent budget allow room for the 
RBI to further reduce the policy interest rate to 
support the Indian economy’s cyclical recovery.

According to the Governor of the Philippine central bank, 
there is increasing room for further rate cuts in 2H19, 
as inflation remains comfortably low and the external 
environment is becoming increasingly supportive. 

LATIN AMERICA
 
MSCI Lat Am 2,910 -1.24%

Investor sentiment in Latin America was mostly positive. 
In this environment, the Colombian (+2.3% in USD) and 
Brazilian markets (+2% in USD) performed strongly, 
whilst the Mexican benchmark index declined 1.7% in USD. 

In Brazil, the major clauses of the constitutional 
amendment bill were passed by the Lower House. The 
support of the bill was surprisingly high, as it secured 
379 ayes vs. the minimum hurdle of 308 votes (i.e. 60% 
of the House votes). Such a great support means that 
the bill was also supported by many opposition MPs.

The resounding majority to pass the bill gave the 
market confidence that the reform process remains 
very much on track. Furthermore, the fact that the 
planned amount of savings (about BRL 1tn over 10 years) 
have not been watered down yet provides additional 
comfort. Such a positive outcome implies that the 
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central bank could ease financial conditions in 3Q-4Q19.

The minutes by the central bank of Mexico maintained a 
neutral tone in terms of the outlook for the policy interest 
rate. Members of the MPC pointed out the deterioration 
of domestic activity and many argued that the Mexican 
economy could reach a cyclical bottom in the coming 
quarters. The MPC acknowledged the recent softness in 
headline inflation, but the majority pointed out that there 
were upside risks to the inflation’s forward-looking trajectory.

Carlos Urzua, the Minister of Finance in Mexico 
unexpectedly resigned during the week. 
Mr. Urzua was replaced with Arturo Herrera.

The Peruvian central bank kept the policy rate on 
hold. MPC members noted that there were downside 
risks to inflation due to weaker-than-expected 
domestic demand. For the time being, the MPC 
considered the monetary policy stance appropriate.

AFRICA
 
MSCI Africa 813 -0.68%

African markets delivered a mixed performance. The 
Moroccan (+1.1% in USD) and South African markets 
(+0.9% in USD) outperformed their African peers, whilst 
the Egyptian (-1.6% in USD) and the Nigerian markets 
(-2.5% in USD) performed poorly during the week.

Headline inflation in Egypt fell to 9.4% YoY in June, 
down from 14.1% YoY in May. The sharp deceleration in 
inflation was due to the high base a year ago and to 
lower food prices (mainly vegetables), as the post-Eid 
seasonal factors could have kicked in in June. Meanwhile, 
core inflation – a gauge that strips out volatile food 
and energy prices – slowed to 6.4% YoY in June.

The fact that both inflation measures declined 
implies – in our view – that the disinflation was 
broad-based and largely of structural nature.

Although inflation in Egypt slowed, the central bank 
of Egypt held the policy rates stable, the deposit 
rate at 15.75%, whilst the lending rate at 16.75%.

Should disinflation persist in the coming 
months, the central bank will most likely opt 
for the second rate cut this year very soon.

Manufacturing activity in South Africa remained 
sluggish, as the annual growth of manufacturing 
output was 1% in May. In a monthly comparison, 
manufacturing output contracted by 1.5%.

Morocco’s planning agency downgraded the country’s 
economic growth forecasts from 2.9% to 2.7% for 
2019, citing a dip in agricultural production. The agency 
said it expected the Moroccan economy to grow 3.4% 
in 2020, with an improvement in foreign demand and 
prospects for a better harvest. Growth was 3% in 2018.

UNITED STATES DATE CONSENSUS

Retail sales (Jun) MoM Tue/16 0.1%

Industrial production (Jun) 
MoM Tue/16 0.1%

EUROPE DATE CONSENSUS

UK: CPI inflation (Jun) YoY Wed/17 2.0%

Eurozone: CPI inflation 
(Jun) YoY Wed/17 1.2%

ASIA PACIFIC DATE CONSENSUS

India: trade balance (Jun) 
USD bn Mon/15 15.0

South Korea: policy inter-
est rate decision Thu/18 1.75%

Indonesia: policy interest 
rate decision Thu/18 5.75%

LATIN AMERICA DATE CONSENSUS

Brazil: economic activity 
(May) YoY Mon/15 4.4%

Chile: policy interest rate 
decision Thu/18 2.50%

AFRICA DATE CONSENSUS

Nigeria: CPI inflation (Jun) 
YoY Mon/15 11.3%

South Africa: policy inter-
est rate decision Thu/18 6.50%

THE WEEK A HEAD

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.

DISCLAIMER

EUROPE & UK
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+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
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