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MARKET 
UPDATE

Although the number of relevant macroeconomic 
data releases was limited, the week was busy with 
policy announcements and political developments. 
First and foremost, the trade saga continued during 
the week as the US and China made ‘substantial 
progress’ for a ‘phase one’ agreement, according to 
Chinese Vice Premier Liu He. Should the talks remain 
on track, there is a chance to sign an interim deal 
in mid-November. Second, the impeachment inquiry 
against the POTUS remained in the limelight. As 
the inquiry progresses, the degree of uncertainty 
increases in terms of the US administration’s approach 
to economic, foreign and trade policies. Third, a 
vote on Brexit was – unexpectedly – postponed 
by Parliament. As long as the probability of a hard 
Brexit remains greater the zero, investor sentiment 
and economic confidence can remain frail for a 
prolonged period of time. Only one thing is certain: 
each of these will be closely scrutinised by investors 
in the coming weeks, as their impact on economic 
developments could be meaningful and could 
amplify the slowdown in global economic activity. 
Consequently, it will be key to see if central banks 
and finance ministers take the International Monetary 
Fund’s advice and undertake measures to mitigate 
the downside risks to the slowing global economy. 
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DEVELOPED

Top 3 Sweden 4.14%
Japan 3.16%
Austria 2.40%

Bottom 3 Norway -0.15%
Netherlands 0.15%
Canada 0.23%

EMERGING

Top 3 Czech Republic 4.57%
Taiwan 3.49%
India 2.89%

Bottom 3 Pakistan -1.25%
China “A” -1.10%
Dubai -1.08%

FRONTIER

Top 3 Croatia 4.27%
Slovenia 1.60%
Lithuania 1.29%

Bottom 3 Lebanon -2.59%
Bangladesh -0.83%
Mauritius -0.80%
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UNITED STATES 
 
S&P 2,986 +0.54%, 10yr Treasury 1.78% +2.46bps, HY 
Credit Index 337 -9bps, Vix 14.24 -1.33Vol

The US stock market edged up over the week, with 
the S&P rising 0.54% and the NASDAQ rising 0.4%. 
The 2-year and 10-year Treasury yields finished the 
week at 1.59% (-2bps) and 1.77% (+2bps) respective-
ly, with the market pricing in 25bps worth of cuts. 

EUROPE
 
Eurostoxx 3,590 +1.24%, German Bund -0.34% +6.00bps, 
Xover Credit Index 230 -9bps, USDEUR .895 -0.96%

European markets rose over the week: France (+0.45%), 
Germany (+1.95%), Italy (+1.68%), Spain (+1.58%), 
UK (+0.72%), all in USD. The 10-year German sov-
ereign yield finished the week at -0.37% (+6bps).

ASIA PACIFIC
 
HSCEI 10,543 +0.85%, Nikkei 22,548.90 + 3.16%, 10yr 
JGB- 0.13% +0bps, USDJPY 108.610 +0.02%

The MSCI Asia Ex -Japan index rose 1.44% in USD 
over the week. India +2.89%, HK +1.58% and Taiwan 
3.49% were the largest contributors (all in USD). 

China released several relevant macroeconomic figures 
during the week. Most importantly, we got to know the 
official GDP statistics for 3Q19. According to the latest 
figures, Chinese real GDP growth slowed to 6% YoY in 
3Q19, from 6.2% YoY in the previous quarter. The print 
was lower than the median market consensus of 6.1% 
YoY. The detailed breakdown revealed that services 
activity increased 7.2% YoY, whilst manufacturing output 
rose 5.2% YoY. Meanwhile, consumer price inflation 
accelerated to 3% YoY in September, up from 2.8% YoY in 
August. The acceleration of inflation was primarily due to 
spiking pork price inflation of 23.1% MoM (induced by the 
African swine flu). As opposed to food inflation, non-food 
price inflation remained muted at 1% YoY in September.

The latest set of macroeconomic metrics lead us to 
conclude that Chinese authorities have room to deliver 
further supportive policy measures without stoking 
unwanted inflation. In our view, domestic Chinese 
economy activity will remain solid and serve as the key 
driver of GDP growth in the coming quarters.

Consumer price inflation in India rose to 4% YoY 
in September (matching the RBI’s inflation target), 
accelerating from 3.2% YoY in the previous month. The 
pick-up in inflation dynamics was primarily due to a 
sharp spike in vegetable prices. Core inflation (a gauge 
that filters out the impact of highly volatile prices, such 

as unprocessed food) remained benign, at 4% YoY. 

The central bank is highly likely to ignore the acceleration 
of consumer price inflation, since it was predominantly 
induced by a negative supply side shock. In addition, 
the MPC claimed that their focus remains on economic 
growth as long as a cyclical recovery prevails. Therefore, 
we expect the RBI to carry on with the rate cutting 
cycle and further reduce the policy interest rate in 4Q19.

The Philippine central bank governor claimed that the 
central bank could be done with policy rate cuts for 
2019 if domestic macroeconomic developments (i.e. GDP 
growth and CPI inflation) show a marked improvement 
in 2H19. The governor added that external economic 
developments are also taken into account by the MPC.

LATIN AMERICA
 
MSCI Lat Am 2,711 +0.32%

Latin America indices rose over the week. In USD: Chile 
(+1.05%), Mexico (0.91%) and Peru (+0.93%) led the pack. 

The Senate in Brazil approved the bill that defines the rules 
for sharing the transfer of oil rights proceeds with states 
and municipalities. The auction will generate about BRL 
107bn. Furthermore, the Brazilian government’s econom-
ic team has been working on various reforms, such as a 
proposal for a tax reform including the creation of a value 
added tax that would replace a number of federal taxes, 
changes in income tax and payroll tax relief. The idea of 
structural cuts to mandatory budgetary spending has also 
been added to the government’s economic reform agenda.

The government’s economic reform agenda aims to plug 
budgetary leakages in order to improve the sustainability 
on the country’s fiscal accounts. Such steps will strength-
en the country’s medium-term growth potential and sup-
port investor confidence.

The Colombian Constitutional Court ruled that the 2018 
financing law failed to meet part of the required procedur-
al steps and will become invalid as of the start of 2020. The 
reform was discussed in the Lower Chamber without being 
published in the official journal (i.e. impeding lawmakers 
to have proper knowledge of the changes made to the bill 
during its discussion in the Senate), violating constitution-
al principles required to create new taxes. The financing 
law proposed by the Duque administration at the close 
of last year included a tax reform to finance the national 
budget shortfall by raising revenue (ca. 0.7% of GDP).

In our view, although the government’s fiscal target is not 
endangered in the short-term, it is important to pass the 
tax reform to promote fiscal prudence in the medium- 
and long-term.
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AFRICA
 
MSCI Africa 763 +0.61%

African markets were mixed over the week. In USD: 
Morocco lead (+1.93%) whilst Ghana (-1.2%) and Egypt 
(-0.45%) lagged. 

Retail sales volume in South Africa grew 1.1% YoY in 
August, following a 2% increase in July. Although the 
headline number is not too strong in particular, but at 
least it was indicative of the stabilisation of domestic 
demand. The idea of a stabilising domestic economy 
is now overshadowed by the latest news related to 
Eskom’s (a state-run electricity producer) load shedding.

Eskom’s announcement of stage two load shedding due to 
capacity shortages does not bode well for the underlying 
economy. In our view, this is a negative for the country’s 
growth prospects and could further lengthen a period of time 
when South Africa’s economic is on the brink of a recession.

According to the IMF’s latest estimate, Egypt’s real 
GDP may grow 5.9% in current fiscal year (ending 
in June 2020), which means that the Fund expects 
the Egyptian economy to markedly accelerate from 
5.6% in FY2019. The World Bank concurs, as its latest 
projection is broadly in line with the IMF’s forecast. 

We agree with both the IMF and the World Bank in 
terms of Egypt’s growth outlook, as we foresee real GDP 
growth to be in the range between 5.5-6% in FY2020 
given the improvement in the economy’s fundamentals.

Morocco’s economy may grow 2.9% this year and 3.7% in 
2020, according to the government’s latest forecast. The 
government will press ahead with privatization and will 
focus on education, health, employment and promoting 
investments. The government plans to keep the budget 
deficit at a manageable level of 3.5% of GDP this year.

UNITED STATES DATE CONSENSUS

Initial Jobless Claims Thu/24 215k

EUROPE DATE CONSENSUS

Spain Unemployment Thu/24 13.8%

ASIA PACIFIC DATE CONSENSUS

Taiwan Unemployment Tue/22 3.7%

Hong Kong Exports yoy Thu/24 -7.0%

South Korea GDP QoQ Thu/24 0.5%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico Unemployment Tue/22 3.8%

Mexico Retail sales YoY Mon/21 2.00%

AFRICA DATE CONSENSUS

South Africa CPI YoY Wed/23 4.3%

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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