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The Trump administration took the markets by 
surprise as the Office of the US Trade Representative 
announced that tariffs on Chinese imports to the 
US will be delayed to the 15th December on a range 
of goods such as mobile phones, computers and 
video game consoles. However, markets remain 
unsure how to interpret this move in the context 
of sluggish German economic activity, inverting 
yield curves in developed markets, protests in Hong 
Kong, Brexit-related economic and market jitters 
and increasing probability of the return of a populist 
government in Argentina. The combined impact of 
these developments triggered massive capital flows 
seeking safe haven assets. As a result of intensifying 
risk aversion, sovereign bond yields plummeted 
and hit new historical lows in Germany and 
Switzerland, where the 10-year yields decreased to 
-0.7% and -1.1%, respectively. It will be more relevant 
than ever to listen carefully to the speech by Fed 
Chair Jerome Powell at the annual Jackson Hole 
Symposium (23-24 August), as the Chair’s speech 
will most likely shape global investor sentiment.
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DEVELOPED

Top 3 Denmark 0.49%
Switzerland -0.89%
United States -1.03%

Bottom 3 Luxembourg -4.01%
Australia -2.82%
Finland -2.62%

EMERGING

Top 3 China “A” 2.05%
Egypt 0.62%
Czech Republic 0.60%

Bottom 3 Greece -6.73%
Brazil -5.30%
Turkey -4.76%

FRONTIER

Top 3 Vietnam 0.52%
Oman 0.00%
Bangladesh 0.00%

Bottom 3 Argentina -44.73%
Kazakhstan -2.62%
Romania -2.33%
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UNITED STATES 
 
S&P 2,889 -1.03%, 10yr Treasury 1.59% -19.09bps, HY 
Credit Index 357 +3bps, Vix 18.18 +.50Vol

Risk-aversion intensified during the week, as the majority of 
stock indices declined, whilst Treasury yields significantly 
decreased. The S&P500 lost 1% of its value, decreasing 
the year-to-date gain to 15.2%. The whole Treasury curve 
shifted downwards, as the 2-year yield decreased 17bp to 
1.50% and the 10-year declined 19bp to 1.58%. The pricing 
by the Fed funds futures market continues to imply a 
large-scale monetary stimulus by the Fed, as the broad 
market foresees the end of the rate cutting cycle at 1.00-
1.25% by 2Q20, i.e. 100bp lower than the current rate.

Core CPI inflation was 2.2% YoY, whilst retail sales volume 
grew 0.7% MoM in July. Both inflation and retail sales 
metrics suggested that domestic economic activity 
remained strong in the US. In contrast, industrial 
production volume contracted 0.2% MoM in July. 
The decline in industrial production was in line with 
soft indicators, such as the manufacturing PMI, etc.

Real GDP growth in the US could be around 
its long-term potential in 3Q19 primarily led by 
strong consumer spending, which is supported by 
real wage growth and a low unemployment rate.

EUROPE
 
Eurostoxx 3,353 -1.19%, German Bund -0.66% -10.90bps, 
Xover Credit Index 274 -1bps, USDEUR .901 +1.05%

European stock markets strongly declined during the 
week, including the stock indices in the Eurozone’s four 
largest economies: the Italian index lost 1.1% of its value, 
the French benchmark decreased 1.6%, the Spanish one 
declined 2%, whilst the German index edged down 2.2% 
(all in USD). As stock indices headed south, bond prices 
significantly rose on the back of capital flows searching 
for safe haven assets. Consequently, the 10-year German 
Bund yield eased 11bp to -0.69%, whilst the Italian 10-
year yield decreased significantly by 41bp to 1.40%.

ASIA PACIFIC
 
HSCEI 10,111 -0.30%, Nikkei 20,563.16 -1.97%, 10yr JGB- 
0.22% 0bps, USDJPY 106.410 +0.70%

The MSCI Asia Pacific ex. Japan index was flat in USD 
for the week despite the deterioration of appetite for 
risky assets. Chinese “A” shares were among the best 
performers in the Asian region, as they gained 2.1% in 
USD, followed by the Vietnamese stock index (+0.5% 

in USD) and the Indonesian market (+0.4% in USD). In 
contrast, the Thai market (-1.6% in USD), the Philippine 
index (-1.4% in USD) and the Indian market (-0.9% in 
USD) delivered poor performances during the week. 

Chinese macroeconomic data in July were mixed:

• Fixed asset investment growth was 5.7% 
YoY YTD, slowing 0.1ppt relative to June. 
Decelerating real estate and infrastructure 
investment activity account for a weaker 
headline, whist manufacturing investments 
strengthened.

• Nominal retail sales growth was 7.6% YoY in 
July, decelerating from June’s 9.8% YoY. The 
slowdown was primarily due to lower auto sales 
and a weakness in the sales of luxury items, 
such a jewellery and gold.

• Industrial production rose 4.8% YoY in July, 
down from 6.3% YoY in June. The slower growth 
was mainly driven by tighter environmental 
regulations.

The Chinese central bank (PBoC) announced the 
reform of monetary policy framework, including 
the formation of the market interest rate. According 
to the PBoC, the new mechanism is more market-
oriented, thus helping lower banks’ lending interest rate. 

In our opinion, this step implies that interest rates on loans in 
the domestic economy will further decrease. The measure 
will likely be followed by further similar decisions that support 
the Chinese economy vis-à-vis easier financial conditions.

Inflation in India remained benign, as the headline 
CPI inflation gauge was 3.2% YoY in July. Food 
inflation remained contained, which accounts 
for almost half of the consumption basket. 

As the amount of monsoon rains are around 
historical normal levels, the risk of a sharp pick up 
in food inflation has decreased. As a result, the 
RBI will find further room for policy manoeuvre to 
decrease the policy rate, which is currently at 5.40%.

Malaysian real GDP growth was 4.9% YoY in 2Q19, stronger 
than in the previous quarter when headline growth was 
4.5% YoY. The strengthening was broad-based with 
household consumption remaining the primary driver. 

Real GDP growth will be between 4.5-5% in full-
year 2019. Should the Malaysian economy show 
– unexpected – weaknesses, the central bank will 
provide impetus by reducing the policy interest rate. 

LATIN AMERICA
 
MSCI Lat Am 2,610 -5.67%
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The degree of risk-aversion intensified in the Latin 
American space, which was also captured by the MSCI EM 
Latin America index (-5.7% in USD). Investor sentiment was 
strongly disrupted by the trade spat between the US and 
China as well as by the Argentine political newsflow. During 
the week, the Argentine market delivered the poorest 
performance, as the country’s stock index declined 44.7% 
in USD on the week. Despite the market-positive domestic 
newsflow from Brazil (i.e. the release of the timeline for the 
pension reform bill in the Senate), the benchmark index 
decreased 5.7% in USD. Colombia’s stock market was the 
most resilient during the week, as the country’s stock 
index decreased to the smallest extent (-1.2% in USD).

The central bank of Mexico opted for a 25bp rate 
cut reducing the policy rate to 8%. The decision, 
however, was not unanimous. The MPC argued 
that slower inflation, weaker economic activity and 
the Fed’s rate cut allowed for policy manoeuvre.

Economic activity in Peru strengthened to 2.6% YoY 
in June, bouncing from 0.7% YoY in May. Construction, 
commerce and services activity contributed to 
the strengthening of economic activity.  Overall, 
economic activity increased 1.2% YoY in 2Q19.

Colombian economic activity was robust in 2Q19, 
when the economy expanded by 3% YoY primarily 
driven by domestic drivers, such as construction and 
services. Overall, GDP growth was 3% YoY in 1H19.

Fitch downgraded Argentina’s sovereign debt rating 
from ‘B’ to ‘CCC.’ The credit rating agency highlighted the 
uncertainty following the results of the primary elections, 
coupled with a severe tightening of financing conditions 
and an expected deterioration in the macroeconomic 
environment. Additionally, Fitch argued that a victory 
by the opposition in the October elections increases 
risks of discontinuation of policies agreed with the IMF.

AFRICA
 
MSCI Africa 718 -2.19%

Egypt was one of the brightest spots in Africa during 
the week, as the country’s stock index was up 0.6%, 
whilst other African markets were down. The South 
African market delivered the weakest performance 
during the week, as it declined 4.4% in USD.

Consumer price inflation in Nigeria was 11.1% 
YoY in July, slowing from 11.2% YoY in June, as 
food price inflation slightly eased to 13.4% YoY. 

In our opinion, it is unclear if food inflation could 
further decelerate, since authorities banned 
foreign exchange conversion for food imports to 
the country. Should a shortage of food prevail, 
domestic inflationary pressures are likely to intensify.

Retail sales volume grew 2.4% YoY in South Africa 
in June, matching the pace seen in May. Details 
revealed that a bounce in clothing and footwear sales 
contributed to the sustained pace of growth. Since the 
beginning of the year, volume of retail sales increased 

UNITED STATES DATE CONSENSUS

FOMC meeting minutes Wed/21

Markit manufacturing PMI 
(Aug) Thu/22 50.5

EUROPE DATE CONSENSUS

Eurozone: CPI inflation 
(Jul) YoY Mon/19 1.1%

Eurozone: Markit manu-
facturing PMI (Aug) Thu/22 46.2

ASIA PACIFIC DATE CONSENSUS

South Korea: PPI inflation 
(Jul) YoY Tue/20

Indonesia: policy rate 
decision Thu/22 5.75%

LATIN AMERICA DATE CONSENSUS

Chile: GDP growth (2Q19) 
YoY Mon/19 1.9%

Peru: GDP growth (2Q19) 
YoY Thu/22 1.1%

Mexico: GDP growth 
(2Q19) YoY Fri/23 -0.8%

AFRICA DATE CONSENSUS

South Africa: CPI inflation 
(Jul) YoY Wed/21 4.4%

Egypt: policy rate decision Thu/22 14.75%

THE WEEK A HEAD

PLEASE CONTINUE FOR 
MARKET DATA

by 1.7% YoY, suggesting a muted demand environment.

Inflation in Egypt slowed to 8.7% YoY in 
July, despite a round of fuel subsidy cuts.

Broad-based disinflation in the domestic economy 
and a more dovish Fed could allow the central 
bank to deliver a policy rate cut, which is currently 
at 15.75%. By loosening financial conditions, 
Egyptian economic activity will further strengthen.
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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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Suresh Mistry
+44 207 5577 854
suresh.mistry@alquity.com

LATIN AMERICA
Cyn Cano
+44 207 5577 871
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