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GLOBAL 
MARKET 
UPDATE

Markets received some pieces of good news related 
to the trade negotiations between the US and China 
at the end of the week. According to US President 
Trump, the US and China agreed on Friday on the 
outlines of a partial trade accord, which could be 
signed as early as next month. After a long period 
of uncertainty, we finally have at least some sort of 
a solution to the prolonged trade tensions between 
the two largest economies on the globe. The ‘phase 
one’ trade deal may be limited in scope and is no 
fix for the relationship, but it suggests – in our view 
– that the downside risk to global growth has 
become may not be as great as market pricing may 
imply. In addition, the ‘partial deal’ could also be a 
sign that trade tensions may not escalate any further.
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DEVELOPED

Top 3 Ireland 5.63%
Luxembourg 4.83%
Germany 4.79%

Bottom 3 Japan 0.38%
United States 0.62%
New Zealand 0.71%

EMERGING

Top 3 South Africa 4.84%
Greece 4.47%
Pakistan 4.14%

Bottom 3 Turkey -7.34%
Qatar -0.84
Malaysia -0.07%

FRONTIER

Top 3 Sri Lanka 2.97%
Croatia 1.50%
Slovenia 1.44%

Bottom 3 Bangladesh -2.79%
Nigeria -1.29%
Morocco -0.69%
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UNITED STATES 
 
S&P 2,970 +0.62%, 10yr Treasury 1.73% +20.00bps, HY 
Credit Index 347 -12bps, Vix 15.76 -1.46Vol

US President Trump’s comments that the US and Chi-
na reached a ‘very substantial phase one deal’ stoked 
investor appetite for riskier assets. Under the pact, the 
US suspends a planned tariff increase for the 15th Oc-
tober, whilst China agreed to some agricultural con-
cessions. Greater appetite for riskier assets triggered 
outflows from the US Treasury market, which pushed 
the whole yield curve upwards and led to a weak-
er greenback (the broad trade-weighted DXY index 
decreased -0.5%). Consequently, the 2-year Treas-
ury yield rose 19bp to 1.59% and the 10-year increased 
20bp to 1.73%. Meanwhile, stock indices gained in the 
US, as the S&P 500 rose 0.6%, whilst the Nasdaq Com-
posite edged up 0.9% by the end of the trading week.

EUROPE
 
Eurostoxx 3,550 +4.21%, German Bund -0.48% 
+14.40bps, Xover Credit Index 243 -8bps, USDEUR .908 
-0.60%

Due to the improvement in global investor sentiment 
triggered by constructive comments on the trade nego-
tiations by the US and China, the outlook for global eco-
nomic growth has become somewhat less gloomy, which 
in turn led to a bounce in European stock indices. As a 
result, the benchmark indices in the four largest Eurozone 
economies and in the UK rose between 3.9-4.8% (in USD). 
The improvement in appetite for riskier asset drove sover-
eign yields higher: 10-year German Bund yield increased 
14bp to -0.44%, whilst the 10-year Italian rose 11bp to 0.94%. 

ASIA PACIFIC
 
HSCEI 10,508 +3.01%, Nikkei 21,798.87 +0.38%, 10yr JGB- 
0.18% +0bps, USDJPY 108.210 +1.43%

Asian stocks and currencies rallied towards the back end 
of the week (MSCI Asia Pacific ex. Japan index up 1.6% in 
USD) in response to the constructive comments by US 
President Trump and the Chinese administration. With only 
a few exceptions, the vast majority of the emerging Asian 
stock indices gained by the end of the week. The Pakistani 
stock market was one of the greatest beneficiaries, as the 
country’s benchmark index rose 4.1% in USD. Meanwhile, 
Chinese “A” shares rose 3.2% and “H” shares 3% (all in USD).

The Chinese Caixin services PMI weakened in 
September, as the index eased to 51.3. According 
to the details, services activity further strengthened 

thanks to rising domestic demand, whilst employment 
in the services sector continued to increase. However, 
there were two factors that dragged down the headline 
index: lower export orders and rising input costs 
(through a weaker exchange rate, rising wages, fuel 
and raw materials). According to the commentary, the 
Chinese domestic economy ‘shows signs of stability’.

Industrial output in India contracted 1.1% YoY in August, 
and as a result surprised to the downside relative to the 
market consensus, which predicted the continuation 
of further strengthening in industrial activity. The 
manufacturing sector (-1.2% YoY) continued to contribute 
to the weakness in industrial output, as the production 
by the majority of the manufacturing branches declined 
in an annual comparison. Electricity generation followed 
suit, as it decreased 0.9% YoY. In contrast, mining output 
was broadly flat.

The tone of the minutes released by the Thai central 
bank shifted to a slightly more dovish tone citing 
downside risks to economic growth (related to external 
uncertainties, such as the trade tensions between the US 
and China, Brexit and the prolonged electronics down-
cycle) as well as inflation. Consequently, members of 
the MPC expect the Thai economy to expand below its 
potential in 2019 and 2020.

LATIN AMERICA
 
MSCI Lat Am 2,703 +0.39%

Latin American stock markets edged up by the end of 
the week (MSCI EM Latin America index rose 0.4% in 
USD), due to the improvement in global market sentiment. 
The Chilean stock market was one of the best performers 
in the region, as the country’s reference index increased 
2.4% in USD. The Chilean market was followed by the Pe-
ruvian (0.8% in USD) and Mexican (0.7% in USD) markets.

Retail sales volume in Brazil rose 1.3% YoY in Au-
gust. Although the annual rate of growth was slow-
er than in July (when retail sales volume grew 4.3% 
YoY), the basis of growth has become broader since 
the beginning of the year. Whilst food, beverage and 
tobacco sales volume rose 2.4% YoY, fuel sales de-
creased 2.9% YoY. Sales of durable goods remained 
uneven and volatile across various goods categories. 

The central bank of Peru kept the policy rate at 
2.50%. The MPC’s noted that non-primary econom-
ic activity continued to recover, while public invest-
ment execution was expected to improve for the rest 
of the year. Furthermore, the MPC mentioned a slight 
improvement in business confidence expectations.

Unless there is a marked pick-up in economic activity in-
dicators, the central bank will likely cut the interest rate in 
the coming months.
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The minutes from the Mexican central bank’s last mon-
etary policy meeting was released, which showed that 
the decision to cut the key rate by 25bp was not unan-
imous, as two members voted for a greater degree of 
monetary accommodation. The majority opinion fa-
voured a prudent and gradual approach. Their focus 
on the Federal Reserve (and increasingly, other central 
banks) and macroeconomic uncertainty underpinned 
the resistance to a more aggressive pace than 25bp. 

AFRICA
 
MSCI Africa 758 +3.64%

Stock market performance in Africa was mixed during 
the week. The South African stock index gained 4.8% in 
USD, as the country’s capital market is sensitive to external 
developments, i.e. to the improvement in global risk appetite 
due to the constructive news related to the US-China trade 
talks. Meanwhile, the Egyptian market rose 1% in USD.

Inflation in Egypt further slowed, as headline inflation 
decelerated to 4.8% YoY in September (vs. 7.5% YoY 
in the previous month). The headline gauge did not 
moderate in isolation; the closely watched core measure 
(which filters out the impact of volatile prices such as 
energy or unprocessed food) markedly fell, to 2.6% YoY. 

A drop in inflation with such magnitude opens 
the door for the central bank to further reduce 
the policy interest rate in the coming months.

South African business confidence improved to 92.4 
in September, recovering from a 34-year low in the 
previous month. According to the survey, the South 
African economy could have hit a trough and could 
stabilise. However, details show that a marked pick 
up in economic activity is unlikely in the short-term.

Nigeria’s government may drive up inflation when it 
increases a sales tax to partly finance its record 2020 
budget (NGN 10.3tn or USD 33.8bn) and implements a 
new minimum wage, the International Monetary Fund 
(IMF) warned. According to the IMF, Buhari’s government 
has repeatedly rolled out record spending plans in the 
past but struggled to fund them due to lower oil output 
and an inability to boost non-oil exports. This has kept 
the government dependent on expensive borrowing.

UNITED STATES DATE CONSENSUS

Retail sales (Sep) MoM Wed/16 0.3%

Industrial production 
(Sep) MoM Thu/17 -0.2%

EUROPE DATE CONSENSUS

UK: CPI inflation (Sep) 
YoY Wed/16 1.8%

Eurozone: CPI inflation 
(Sep) YoY Wed/16 0.9%

ASIA PACIFIC DATE CONSENSUS

India: CPI inflation (Sep) 
YoY Mon/14 3.8%

South Korea: policy rate 
decision (Oct) Wed/16 1.25%

China: GDP growth (3Q19) 
YoY Fri/18 6.1%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Peru: economic activity 
(Aug) YoY Tue/15 3.6%

Colombia: industrial pro-
duction (Aug) YoY Fri/18

AFRICA DATE CONSENSUS

Nigeria: CPI inflation (Sep) 
YoY Mon/14 11.0%

South Africa: retail sales 
(Aug) YoY Wed/16 1.7%

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
Benoit Ribaud
+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
cyn.cano@alquity.com


