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Although there was a vacuum in terms of macro 
data releases throughout the week, we still have a lot 
to digest. Various Fed officials delivered speeches, 
in which they argued for their respective views on 
the next appropriate decision at the end of July. We 
found it rather difficult to extract relevant information 
out of their communique. The most controversial 
speech, in our opinion, was made by President 
Williams of the New York Fed, who strongly 
argued that policymakers should act quickly when 
faced with economic weakness. His words almost 
convinced the market that the Fed was prone to 
slash interest rates by 50bp next Wednesday. Not 
long after President Williams’ remarks, the New York 
Fed’s spokesman released a statement claiming that 
the President’s views were of an academic nature 
overarching experiences of the last 20 years and 
should not be interpreted as guidance for future 
monetary policy steps. In our view, this example 
perfectly encapsulates how difficult it is for anyone 
to form a strong view on the forward-looking path 
of interest rates in the US. After much deliberation, 
we concluded that the FOMC will opt for a 25bp cut 
at the end of July and will shift to a more inflation-
dependent stance. Should this be in fact the case, 
we will likely to see a 25bp at the end of the year, 
bringing the Fed funds rate’s target range to 1.75-
2.00%. Needless to say, we will remain vigilant and 
continue to closely monitor every word uttered by 
Fed officials.
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THIS WEEK’S GLOBAL  
EQUITY MARKET MOVERS

The Fed has reached 
muddy waters and made 
them even murkier

 I  1alquity.com

DEVELOPED

Top 3 Switzerland 2.03%
New Zealand 1.74%
Belgium 1.72%

Bottom 3 Italy -2.78%
Norway -2.42%
Austria -2.10%

EMERGING

Top 3 Turkey 6.04%
Abu Dhabi 3.28%
Dubai 2.88%

Bottom 3 Pakistan -4.57%
Russia -2.81%
Mexico -2.41%

FRONTIER

Top 3 Sri Lanka 2.46%
Morocco 1.22%
Croatia 0.87%

Bottom 3 Argentina -7.85%
Nigeria -2.44%
Slovenia -2.01%
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UNITED STATES 
 
S&P 2,977 -1.23%, 10yr Treasury 2.05% -6.67bps, HY 
Credit Index 337 +8bps, Vix 14.45 +2.06Vol

Investor sentiment in the US stock market was rather 
risk-averse during the week, as the majority of the stock 
indices declined: the S&P500 and the Nasdaq Composite 
decreased 1.2%. Treasury yields decreased throughout 
the week, as the curve flattened. By the end of Friday, the 
10-year US Treasury yield decreased by 7bp to 2.05%, due 
to the dovish comments by Fed policymakers. The Fed 
funds futures market continues to price a 25bp rate cut 
for next Wednesday. 

Macroeconomic data for June confirmed that the growth 
momentum in the world’s largest economy sustained 
throughout 2Q19: retail sales and manufacturing 
production exceeded median market expectations, as the 
rate volume growth of each was 0.4% MoM in June.

Both metrics were very strong and in line with our 
longstanding view, which stipulates that economic activity 
in the US would not slow materially throughout 2019 
despite the weakness in global growth and the ongoing 
trade tensions between the US and China.

EUROPE
 
Eurostoxx 3,481 -0.84%, German Bund -0.32% -11.40bps, 
Xover Credit Index 253 -7bps, USDEUR .891 +0.35%

The stock indices of the four largest Eurozone economies 
declined during the week: the Italian index decreased 
2.8%, the Spanish benchmark lost 1.7% of its value, the 
German one declined 0.9%, whilst the French reference 
index edged down 0.7% (all in USD). Meanwhile, the UK’s 
stock index decreased by 0.5% in USD. Government bond 
yields in the Euro Area significantly declined in the back 
of intensifying ECB rate cut expectations. As a result, the 
10-year German Bund yield decrease 11bp to -0.32%.

ASIA PACIFIC
 
HSCEI 10,804 +1.35%, Nikkei 21,416.79 -0.83%, 10yr JGB- 
0.14% 0bps, USDJPY 107.940 -0.19%

Asian stock markets delivered a mixed performance 
during the week. The Sri Lankan stock index was one of 
the strongest performers, as it rose 2.5% in USD. The Sri 
Lankan benchmark was followed by the Indonesian one 
(+1.8% in USD) and the Philippine index (+1.6% in USD). In 
contrast, the Pakistani (-4.6% in USD), the Indian (-1.6% in 
USD) and the Bangladeshi (-1.5% in USD), stock markets 
underperformed.

The Pakistani central bank raised the policy rate by 

100bp to 13.25%, in line with the market consensus. 
According to the statement released by the MPC, the 
rupee is not overvalued anymore.

In our view, the Pakistani policy rate could have peaked 
– barring any unpredictable negative external shocks. 
Furthermore, the MPC’s communique strongly implies 
that the USDPKR exchange rate in the range between 155 
and 160 reached its equilibrium level and consequently 
further central bank-driven devaluation is unlikely. 

The Indonesian central bank decided to reduce the 
policy interest rate by 25bp to 5.75% in the context of 
benign inflation and a more supportive external backdrop.

The Indonesian MPC will probably opt for further rate 
reduction in the coming quarters. However, the timing 
of each decision will strongly depend on domestic 
inflationary developments and the degree of monetary 
accommodation by the Fed.

Similarly to the Indonesian monetary authority, the South 
Korean central bank loosened monetary conditions as 
well. The MPC reduced the policy rate by 25bp to 1.50%. 
Members of the monetary policy committee argued that 
‘economic growth will be moderate’ and added that the 
domestic economic activity slowed. 

In our opinion, the central bank will shift to a wait-and-see 
stance and track incoming economic indicators to avoid 
easing too much too fast.

LATIN AMERICA
 
MSCI Lat Am 2,914 -0.91%

The majority of the Latin American stock markets 
headed south last week. Mexico delivered one of the 
poorest performances, as the country’s stock index lost 
2.4% of its value in USD, followed by the Chilean index 
(-1.2% in USD). The  Peruvian stock market outperformed 
its Latin American peers, as the country’s benchmark rose 
0.7% in USD.

Credit rating agency Moody’s released a statement 
regarding Pemex’s prospects, Mexico’s state-run debt-
stricken oil company’s outlook. The assessment by 
Moody’s was rather negative, as the agency emphasised 
the need for – further – significant financial support by 
the state.

Investor sentiment deteriorated in the Mexican market in 
response to Moody’s statement, as fears of a credit rating 
downgrade intensified. 

The Chilean central bank held its horses this time 
and kept the policy rate stable at 2.50%. The decision 
followed a 50bp reduction in the policy rate last month. 
The tone of the MPC’s statement became more dovish 
highlighting the recent softness in inflation.
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In our opinion, the Chilean central bank will deliver further 
rate cuts. The timing of the decision(s) will be data 
dependent.

Economic activity in Peru was weaker than expected, as 
the monthly indicators of national production grew 0.6% 
YoY in May, bringing the year-to-date rate of expansion 
to 1.5% YoY. Non-agricultural economic activity contract 
4.7% YoY in May, which is mainly explained by the high 
reference point in the previous year.

AFRICA
 
MSCI Africa 833 +2.19%

Investor sentiment was positive in the South African 
(+2.3% in USD) and Moroccan markets (+1.2% in USD). In 
contrast, the Nigerian (-2.4% in USD) and Egyptian (-1.5% 
in USD) stock indices declined by the end of the week.

The South African central bank slashed the policy rate 
by 25bp to 6.50% in a unanimous vote. The following 
factors convinced the MPC to loosen financial conditions: 
(1) external macroeconomic and market backdrop, (2) 
weakness in domestic GDP growth and (3) softening 
inflation. The Governor emphasised that future monetary 
policy decisions will be data dependent, i.e. should 
inflation remain soft and GDP growth weak, the MPC will 
most likely opt for a cut soon.

After the decision was made public, the market has started 
to price in further rate cuts by the South African central 
bank. The likelihood of a 25bp cut at the September 
monetary meeting has increased.

Egypt’s economy grew by 5.6% in FY2018-19 and ‘is 
on the right track’, according to the Prime Minister. The 
budget deficit was 8.2% of GDP, slightly better than 
originally projected and substantially less negative than 
I the previous year.

Nigeria’s central bank opted for an unorthodox solution 
to incentivise local banks to increase their lending 
activity to the underlying real economy. Banks are 
prohibited to participate in the T-bill auction to be held 
this Thursday. In addition, banks are not allowed to place 
the full amount of their excess liquidity at the central bank 
into interest-bearing deposits or bills.

If the central bank’s plan works, real GDP growth will 
accelerate in Nigeria. We are not fully convinced that 
these measures will lead to the intended purposes.

UNITED STATES DATE CONSENSUS

Markit manufacturing PMI 
(Jul) Wed/24 51.0

GDP growth (2Q19) annu-
alised QoQ Fri/26 1.8%

EUROPE DATE CONSENSUS

Eurozone: Markit manu-
facturing PMI (Jul) Wed/24 47.6

Eurozone: ECB policy rate 
decision Thu/25 -0.40%

ASIA PACIFIC DATE CONSENSUS

South Korea: GDP growth 
(2Q19) YoY Thu/25 1.9%

China: industrial profits 
(Jun) YoY Sat/27

LATIN AMERICA DATE CONSENSUS

Mexico: retail sales (May) 
YoY Thu/25 1.4%

Colombia: policy rate 
decision Fri/26 4.25%

AFRICA DATE CONSENSUS

Morocco: CPI inflation 
(Jun) YoY Mon/22

South Africa: CPI inflation 
(Jun) YoY Wed/24 4.4%

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.
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