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The latest release of GDP statistics in the US confirmed 
that the world’s largest economy was able to sustain 
a pace broadly matching its trend-growth in 3Q19, 
as the annualised rate of real GDP growth hit 2.1%. 
The print proves bearish investors wrong, whose 
long-standing view had envisioned the US slipping 
into a recession in 2019-2020 (implied by the shape 
of the Treasury curve months ago, incorrectly so far). 
It was no surprise that household spending was one 
of the key drivers of economic activity. However, the 
fact that business investment activity was stronger 
than estimated by most (although there is still room 
for improvement) shows that the US’ economy is 
more resilient to external headwinds (such as the 
trade tensions) than what the broad market implied 
a couple of months ago. Looking forward, household 
spending will remain the backbone of GDP growth 
in the US, in our opinion. Based on the currently 
available macroeconomic data, we believe that the 
US will be able to grow around 2% in 2020, as the 
jobs market remains hot and monetary policy is 
very likely to remain supportive. Whether the actual 
GDP growth number will be over or under 2% at the 
end of 2020 will depend on how the US-China trade 
negotiations progress and if world trade volumes 
recover.
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DEVELOPED

Top 3 New Zealand 3.64%
Ireland 2.47%
Denmark 2.32%  

Bottom 3 Norway -1.68%
Singapore -1.20%
Austria -1.17%  

EMERGING

Top 3 Pakistan 3.61%
India 1.17%
Greece 1.08%  

Bottom 3 Chile -4.63%
Colombia -2.75%
Malaysia -2.34%  

FRONTIER

Top 3 Argentina 2.48%
Romania 1.57%
Bahrain 1.41%  

Bottom 3 Mauritius -1.16%
Kenya -1.10%
Vietnam -0.74%  
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UNITED STATES 
 
S&P 3,141 +0.99%, 10yr Treasury 1.85% +0.52bps, HY 
Credit Index 325 -16bps, Vix 12.64 +.28Vol

Investor sentiment in the US was positive during 
the week, as most of the major stock indices gained: 
the S&P 500 was up 1%, whilst the Nasdaq Compos-
ite increased 1.7%. Meanwhile, Treasury yields bare-
ly changed and thus at the end of the week the 10-
year Treasury yield was 1.82%. The combination of Fed 
messaging and macro data releases has led the Fed 
funds futures market to imply only one 25bp rate cut 
throughout 2020 with a probability of less than 60%.

EUROPE
 
Eurostoxx 3,721 +0.37%, German Bund -0.30% -0.10bps, 
Xover Credit Index 219 -13bps, USDEUR .908 +0.04%

Investor sentiment was not uniformly positive across 
Europe during the week. The UK’s benchmark index 
rose 1.1% in USD followed by the Spanish index increas-
ing 1% in USD – outperforming the majority of devel-
oped European stock markets. In contrast, the German 
(+0.5% in USD) and French (+0.1% in USD) lagged, 
whilst the Italian stock market declined (-0.1% in USD).

ASIA PACIFIC
 
HSCEI 10,364 -2.00%, Nikkei 23,529.50 + 0.12%, 10yr 
JGB- 0.05% +0bps, USDJPY 109.680 +0.66%

Investor sentiment in most Asian stock markets was 
pessimistic, weighing on the MSCI Asia Pacific ex. Japan 
index, which declined 0.3%. Chinese “H” shares (-2% in 
USD) was among the underperformers. As opposed to the 
general investor sentiment in Asia, the Pakistani (+3.6% 
in USD) and Indian (+1.2% in USD) stock indices gained.

Annual real GDP growth in India was 4.5% in CY3Q19, 
matching Bloomberg consensus. In CY3Q19, industrial 
production decreased 0.4% YoY, whilst the performance 
of rest of the economy did not cause any surprise, 
as agricultural activity grew at a healthy 2.1% YoY, 
construction output increased by 3.3% YoY, whilst 
services activity growth remained strong, at 6.9% 
YoY, matching the pace seen in the previous quarter.

In our opinion, the resilience of services activity is a 
positive sign that the government’s increased spending 
throughout the quarter has started to feed to the 
underlying economy. In addition, another positive sign is 
the fact that on a sequential quarter-on-quarter basis, real 
GDP grew 1% (according to our own calculations), which 
means an acceleration in sequential growth relative to the 
previous quarter, when the economy expanded 0.7% QoQ. 
Overall, we expect the central bank to deliver one more 

25bp rate cut and the government to continue spending 
– the combination of which will help economic activity. 
In our view, it is highly likely that the government will 
deliver a large-scale fiscal stimulus package, which could 
contain measures, such as establishing a bad bank for 
NBFC and reducing the personal income tax to a great 
degree. Such measures would significantly contribute 
to the strengthening of domestic economic activity.

In Vietnam, industrial production was up 5.4% YoY in 
November, slower than the pace seen in the previous 
month, when industrial activity increased 9.8% YoY. The 
slowdown was predominantly due to the fact that Nghi 
Son oil refinery was shut down for planned maintenance. 
Although inflation accelerated to 3.5% YoY in November, 
the overall picture remained benign, since the pick-up 
in inflation was largely driven by food prices, especially 
pork prices, which was negatively impacted by the 
tightening supply brought about by the African swine flu. 
Core inflation – a gauge which filters out volatile prices 
– remained low and stable at 2.2% YoY in November.

The data confirms that economic activity could be very 
strong again in 4Q19 and as a result full-year real GDP 
growth could be as strong as 7% in 2019. Looking forward, 
real GDP could grow in the range between 6.5-7% in 2020, 
due to the inflow of FDIs and strong domestic dynamism.

The South Korean central bank held the policy rate stable 
at 1.25%, whilst revising down its GDP growth (2.3% in 
2020) and inflation projection (1% in 2020). The Governor 
added that the central bank’s projections assume no 
worsening (and no improvement) in the US-China 
trade relations and concluded that the Monetary Policy 
Council keeps analysing the impact of the two (50bp in 
total) rate cuts delivered in 2019 on the real economy.

LATIN AMERICA
 
MSCI Lat Am 2,657 -2.04%

The vast majority of Latin American stock markets 
declined during the week. In this environment, the 
Chilean index underperformed its peers decreasing 
4.6% in USD. In contrast, Peru’s stock market deliv-
ered a strong performance by increasing 0.8% in USD.

Unemployment rate in Brazil declined to 11.6% in Octo-
ber, from 11.8% in September. On a seasonally adjusted 
basis, the print meant a stable unemployment rate at 
12.0%. Wage growth accelerated to 0.8% YoY in October.

Labour market metrics reflect the on-going recupera-
tion in the Brazilian underlying economy. As the recovery 
continues, unemployment rate will further decline, whilst 
wage growth could keep accelerating – both underpin-
ning the idea of a strengthening domestic economy.

The minutes from the central bank of Mexico’s last 
monetary policy meeting, when the Monetary Poli-
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cy Council reduced the key rate by 25bp, showed that 
all members agreed on the idea to loosen financial 
conditions. However, there was a disagreement on the 
degree of accommodation, as two members (out of 
the total five) voted for a 50bp cut claiming that infla-
tion outlook granted room for a greater-than-25bp cut.

In our opinion, the MPC will deliver a 25bp rate reduction 
at the next meeting in the context of low inflation and 
sluggish economic growth to aid the domestic economy.

Economic activity in Chile markedly slowed in October, 
when operations shut down due to civil unrest. Manufac-
turing activity contracted 5.8% YoY, whilst weakness in 
mining output persisted (-1.7% YoY). As a result, overall 
industrial production decreased 3.4% YoY in October. 

Due to the high degree of uncertainties, econom-
ic activity could remain below potential, in our view.

Argentine President-elect Fernandez talked about the 
public debt during his speech to the Argentine Indus-
trial Union. According to Mr Fernandez, he did not want 
to haircut the debt, and the rest of the world was not 
responsible for the excessive amount of debt issued by 
a democratic government (i.e. the Macri administration). 
Mr Fernandez claimed that he would not allow that exter-
nal debt to take its toll on the national industrial sector 
and employment. He added that Argentina was going to 
pay after a period of sustained economic growth, which 
helped generating enough income to repay its obligations.

.

AFRICA
 
MSCI Africa 746 -3.90%

Investor sentiment deteriorated in African stock markets 
during the week. The South African market delivered one 
of the weakest performances compared with its regional 
peers, as the country’s index declined 2.3% in USD. 

Egypt’s parliament approved central bank governor 
Amer for a second four-year term. Amer’s reappointment 
came ’in light of the good results achieved in order to 
monitor the performance of the banking system and 
ensure its safety,’ according to Parliament Speaker 
Abdelaal. 

In his second term, Mr Amer will most likely build on the 
foundations he has laid in his first term when his job was 
to come to an agreement with the IMF and to manage 
the country in a period of economic crisis. We expect 
the governor to continue the transition to a fully-fledged 
inflation targeting regime and further develop the banking 
sector.

Kenya’s central bank cut its benchmark interest rate for 
the first time in 16 months. The Monetary Policy Committee 
lowered the rate to 8.5% from 9% to prop an economy 
‘operating below its potential,’ claimed Governor Njoroge. 
The committee noted the ongoing tightening of fiscal 
policy and concluded there was ‘room for accommodative 
monetary policy to support economic activity.’ 

PLEASE CONTINUE FOR 
MARKET DATA

Nigeria’s central bank held its benchmark interest rate at 
13.50% in a unanimous decision. The fact that inflation 
rose to 11.6% YoY in October barred 
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UNITED STATES DATE CONSENSUS

ISM manufacturing (Nov) Mon/02 49.2

ADP employment (Nov) Wed/04 140,000

NFP employment (Nov) Fri/06 188,000

EUROPE DATE CONSENSUS

UK: Markit manufacturing 
PMI (Nov) Mon/02 48.3

Eurozone: GDP growth 
(3Q19) YoY Thu/05 1.2%

ASIA PACIFIC DATE CONSENSUS

China: Caixin services PMI 
(Nov) Wed/04 51.2

India: key interest rate 
decision Thu/05 4.90%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Chile: economic activity 
(Oct) YoY Mon/02 -0.5%

Brazil: GDP growth (3Q19) 
YoY Tue/03 1.0%

Chile: key interest rate 
decision Wed/04 1.50%

AFRICA DATE CONSENSUS

South Africa: GDP growth 
(3Q19) YoY Tue/03 0.4%

Egypt: manufacturing PMI 
(Nov) Thu/05

THE WEEK A HEAD
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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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