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GLOBAL 
MARKET 
UPDATE

Although the number of economic data releases 
was limited during the week, we received very 
important pieces of information regarding the 
US-China trade negotiations, which contributed 
to the improvement of global market sentiment. 
According to the Chinese administration, parts of the 
text for the first phase of a trade deal with the US are 
‘basically completed.’ The US Treasury made a similar 
statement. Presidents Trump and Xi Jinping aim to 
seal the phase one trade deal in Chile in November.

This week, both the economic diary and the policy 
agenda are very busy with potentially market-
moving releases and announcements. The 4th 
plenum of the Chinese Communist Party Congress 
Convention will take place this week. This will be an 
important meeting to set the stage for economic 
reform agenda for the next few years, in our 
opinion. In the US, the Federal Reserve will most 
likely reduce the Fed funds rate again, by 25bp 
after which Chair Powell will talk to the markets to 
provide guidance. In terms of the economic diary, 
both the US and China will reveal their respective 
manufacturing PMI indices. In addition, we will 
have a chance to assess the first reading the of US’ 
3Q19 GDP data as well as the October jobs report.
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UNITED STATES 
 
Equity markets and Treasury yields moved higher on 
renewed optimism regarding the near-term economic 
outlook. Rising optimism regarding the US-China 
trade negotiations took the 10-year Treasury yields 
4bp higher to 1.79% and drove the S&P 500 just below 
its all-time high. According to the Fed funds futures, 
the broad market expects two additional 25bp rate 
cuts by the Federal Reserve: one on Wednesday and 
one in March 2020. Currently, the pricing implies that 
the rate cutting cycle could end in March, when the 
range of the Fed funds rate could arrive at 1.25-1.50%.

EUROPE
 
The stock markets of the Euro Area’s four largest 
economies and the United Kingdom gained during the 
week due to the European Central Bank’s commitment 
to provide a cushion for the ailing Euro Area economy 
as well as the rising optimism regarding the US-China 
trade negotiations. The Bund market shared the stock 
market’s favourable reaction albeit at a more moderate 
extent, as long-dated yields climbed on Friday. 

The European Central Bank kept the degree of monetary 
accommodation unchanged in the final meeting of 
Mario Draghi’s presidency. The bank confirmed its latest 
package of record-low rates (deposit rate at -0.50%) 
and a resumption of asset purchases. Mr. Draghi claimed 
that despite the prominent downside risks to GDP 
growth, the Eurozone’s economy would expand in 2H19.

ASIA PACIFIC
 
Asian stock markets delivered a mixed performance 
during the week. The South Korean, Indonesian and 
Taiwanese markets were among the best performance 
within the region, due to the rising optimism regarding 
the trade negotiations between the US and China.

Indonesia’s President Joko “Jokowi” Widodo appointed 
his cabinet for the 2019-2024 period. President 
Jokowi retained the finance minister from his previous 
cabinet, signalling the continuity of fiscal policy and 
budgetary prudence. Furthermore, the President 
appointed General Prabowo Subianto (his main 
opposition rival in the elections) as defence minister. 

As the government coalition will have a comfortable 
majority of 74% in Parliament, the probability of rolling 
out unpopular legislative reforms (e.g. the revision 
of the labour law) has further increased, in our view.

The central bank of Indonesia cut the policy rate for 
the fourth consecutive month by 25bp, to 5%. The 
monetary policy statement signalled that the MPC will 
be data dependent, i.e. a rate cut next month is not a 

done deal yet, as the Committee will scrutinise domestic 
and global developments before the rate decision.

The Philippine central bank cut the reserve requirement 
ratio (RRR) to free up liquidity in the local banking 
system and stimulate lending to support economic 
growth. The reserve requirement will be lowered by 
100bp to 14% in early December. Reducing the RRR has 
been on central bank’s long-standing financial market 
reform agenda to improve monetary policy transmission. 
Governor Diokno signalled his intent to further reduce 
the RRR, to single digits by the end of his term in 2023.

 

LATIN AMERICA

The majority of Latin American stock markets 
performed strongly during the week. The pack 
was led by the Brazilian stock exchange, followed 
by Colombia. Due to domestic idiosyncratic issues 
(i.e. public riots), the Chilean index sharply declined.

Opposition candidate Alberto Fernandez swept 
Argentina’s presidential election on Sunday. With more 
than 80% of the ballots counted, Mr. Fernández had carved 
out a large enough lead to avoid a runoff with President 
Mauricio Macri. The president-elect is yet to reveal his 
government’s economic agenda, which should address a 
volatile peso, debt sustainability and an ailing economy. 

The Senate concluded the second and final vote on 
the pension reform proposal in Brazil. Following the 
approval at the House of the base text, with 60 votes 
in favour and 19 against it, the senators concluded 
voting the highlights, i.e. proposed modifications to 
the text. According to local news, the Senate’s speaker 
intends to promulgate the bill until the 19th November.

The monthly GDP indicator in Mexico weakened in August, 
as the index contracted 0.9% YoY (+0.31% YoY in July).

Economic activity will likely stagnate in 2019, in our 
view, down from 2.0% in 2018. Uncertainties over 
the direction of domestic economic policy and 
trade relations with the US weigh on investment 
activity, while the slowdown of the US economy will 
likely curb exports and manufacturing production. 

The central bank in Chile lowered the policy rate by 
25bp to 1.75%. At the October monetary policy meeting, 
the MPC unanimously voted to further decrease the 
policy, whilst noting that additional easing could be 
required to ensure inflation converges to the target. 

As the public riots could have a meaningful negative 
impact on economic confidence (at least in the short-
term), the central bank could deliver further stimulus to 
prevent a marked slowdown in actual economic activity 
going forward. 
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AFRICA
 
The Egyptian stock market delivered one of the 
strongest performances relative to its African peers 
by rising modestly during the week. In contrast, the 
Nigerian and South African benchmarks declined.

Consumer price inflation in South Africa eased to 
4.1% YoY in September, due to slowing price increases 
in the services sector. Core inflation decelerated to 4% 
YoY, implying that the less volatile demand-sensitive 
products’ prices increased by a slower pace than before.

In such a benign inflationary environment, the central bank 
could find further room for policy manoeuvre to reduce 
the policy rate thus aiding the recovery of the domestic 
economy. However, the central bank will need to consider 
domestic fiscal issues as well as external developments 
when the MPC decides on the policy interest rate in 
November.

South African state-owned power company Eskom was 
handed an additional ZAR 59bn (USD 4bn) lifeline by 
parliament. The bailout will put further strains on the 
budget deficit, which means that the government will 
have even less space to provide support to the economy.

Finance Minister Mboweni will present the budget to 
Parliament on the 30th October, just two days before 
Moody’s is due to re-assess South Africa’s credit rating. In our 
view, the likelihood that Moody’s adjusts the ‘stable’ outlook 
to ‘negative’ has significantly increased, as the country’s 
fiscal metrics has weakened, whilst the government 
has not presented a – credible – reform agenda yet.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

GDP growth (3Q19) annu-
alised Wed/30 1.6%

FOMC decision (upper 
bound) Wed/30 1.75%

PCE deflator (Sep) YoY Thu/31 1.4%

Change in Non-farm Pay-
rolls (Oct) Fri/01 90,000

EUROPE DATE CONSENSUS

Eurozone: GDP growth 
(3Q19) YoY Thu/31 1.1%

UK: Markit manufacturing 
PMI (Oct) Fri/01 48.3

ASIA PACIFIC DATE CONSENSUS

China: manufacturing PMI 
(Oct) Thu/31 49.8

China: Caixin manufactur-
ing PMI (Oct) Fri/11 51.0

ASEAN manufacturing 
PMIs (Oct) Fri/11

LATIN AMERICA DATE CONSENSUS

Mexico: GDP growth 
(3Q19) YoY Wed/30 0.1%

Brazil: policy rate decision Wed/30 5.00%

Colombia: policy rate 
decision Thu/31 4.25%

AFRICA DATE CONSENSUS

South Africa: Absa manu-
facturing PMI (Oct) Fri/01 41.4

Nigeria: FBN manufactur-
ing PMI (Oct) Fri/01



 I  4alquity.com

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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