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GLOBAL 
MARKET 
UPDATE

The US and China have reached an agreement on a 
Phase One deal in which the US refrains from raising 
tariffs in December (scheduled for the 15th), whilst 
halving the 15% tariffs on goods worth of about 
USD 125bn. China also committed itself to buying 
more agricultural products from the US (about USD 
40bn annually), which is a considerable increase 
over the usual USD 20-25bn range. If everything 
goes according to schedule, we believe that the 
final version of the Phase One deal can be signed 
as early as January or February, when Phase Two 
can commence (which might overarch subsidies, 
cyber-intrusions, data storage and the remaining 
tariffs). Whilst the deal could bring some certainty, 
encourage business confidence and strengthen 
investor sentiment, underlying global growth is 
unlikely to benefit from the agreement before 2Q20. 
Although the tone between the US administration 
and the Chinese government has become more 
constructive recently, we suspect that the new 
rounds of negotiations could be noisy and the tone of 
the parties will be volatile – similarly to what markets 
experienced throughout 2019. Looking forward, we 
expect the negotiations between the US and China 
to remain one of the key themes in 2020 as well 
as the Presidential elections in the US and the Brexit 
talks between the UK and the EU. In addition, we will 
get an answer in 2020 to the billion-euro question 
whether the German government is willing to start 
spending in order to aid the ailing German economy.
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DEVELOPED

Top 3 Luxembourg 3.31%
UK 3.03%
Spain 2.49%  

Bottom 3 New Zealand -0.11%
Denmark 0.05%
Switzerland 0.26%

EMERGING

Top 3 Mexico 6.90%
South Korea 5.25%
Chile 5.04%  

Bottom 3 Egypt -1.96%
Qatar -0.97%
Abu Dhabi -0.20%  

FRONTIER

Top 3 Slovenia 2.73%
Morocco 1.48%
Bahrain 1.30%  

Bottom 3 Bangladesh -3.47%
Kenya -1.28%
Nigeria -1.26%  
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UNITED STATES 
 
S&P 3,169 +0.73%, 10yr Treasury 1.84% -1.37bps, HY 
Credit Index 296 -26bps, Vix 12.40 -.99Vol

The mood music was positive during the week, which 
in turn benefitted stock markets in the US. Chair Pow-
ell hinted that the Fed funds rate could remain on hold 
throughout 2020 in the context of benign inflation and 
a strong domestic underlying growth momentum, whilst 
the US-Chine trade news flow turned more constructive 
citing that the two parties agreed on a Phase One trade 
deal. In this environment, the S&P500 rose 0.7%, whilst 
the Treasury curve remained largely unchanged (the 
2-year yield at 1.62%, whilst the 10-year yield at 1.83%). 

EUROPE
 
Eurostoxx 3,757 +1.61%, German Bund -0.30% -0.30bps, 
Xover Credit Index 212 -5bps, USDEUR .899 -0.54%

An improvement in investor sentiment boosted Europe-
an stock indices, as investors took the view that the great 
majority of the Conservative government will be sufficient 
to avoid a disruptive hard Brexit scenario. In addition, the 
ECB President Lagarde’s dovish remarks also contributed 
to the improvement in investor sentiment. Consequently, 
the UK’s FTSE100 index delivered one of the strongest 
returns within Europe (+3% in USD), whilst stock indices 
in the Euro Area’s four largest economies gained as well 
(ranging between 1.2-2.5% in USD). Meanwhile, sovereign 
bond yields in Germany were broadly flat (the 10-year yield 
hovering at -0.29%), whilst risk premia on the periphery 
declined (the Italian 10-year yield decreased 9bp to 1.26%).

ASIA PACIFIC
 
HSCEI 10,779 +4.58%, Nikkei 23,952.35 + 2.20%,10yr JGB- 
0.01% 0bps, USDJPY 109.500 +0.64%

The idea that the US and China would reach a Phase 
One trade deal and cancel raising additional trade 
barriers on the 15th December boosted investor 
sentiment, which in turn lifted the MSCI Asia Pacific 
ex. Japan index (+3.7% in USD). The South Korean 
market (+5.9% in USD), Chinese “H” shares (+4.6% in 
USD) and the Taiwanese stock index (+3.4% in USD) 
were among the strongest performers during the week.

The annual Central Economic Work Conference in 
China ended on the 12th December. The government 
acknowledged that China faces a more complicated 
situation with rising risks and challenges both on the 
external and the domestic side, whilst also highlighting 
‘stabilisation’ as key for economic policies in 2020 (i.e. 
keeping employment, macro-leverage, consumer prices 
and the property market stable). Furthermore, the 
authorities reiterated their commitment to reforms with an 

emphasis on improving the legal environment to support 
the developments of the private economy (especially for 
SMEs), whilst accelerating reforms in the financial system.

Although there was no specific growth target announced, 
in our opinion the government is likely to set a real GDP 
growth target of around 6% for 2020 (vs. 6-6.5% target 
range for 2019), since the communique emphasised 
stability as well as continued poverty reduction. 

Rising food inflation pushed Indian headline CPI 
inflation to 5.5% YoY in November. The acceleration of 
food price inflation was primarily driven by vegetable 
prices (+36% YoY) and pulses (+13.9% YoY). Consumer 
price inflation of other items remained stable.

We believe that the sharp increases in food prices will 
prove to be temporary. When the new supply of food 
comes to the market in CY1Q20, inflation should moderate 
and edged closer to the RBI’s 4% inflation target.

The Philippine central bank left the key policy rate stable 
at 4% in line with the median market estimate. The Monetary 
Policy Committee left the door open for monetary policy 
manoeuvre should domestic inflation conditions allow. 

In our view, it is likely that that the central bank will 
reduce both the policy interest rate and the reserve 
requirement ratio in 1H20 to boost credit growth and in 
turn bolster real GDP growth. We expect GDP growth to 
be in the range between 6-6.5% in 2020, as the Philippine 
Congress recently passed the 2020 budget, which allots 
PHP 4.1tn for overall spending (12% higher than the 2019 
budget), with nearly a quarter of the budget allotted 
for President Duterte’s ‘Build, build, build’ programme. 

Credit rating agency S&P improved Thailand’s credit 
rating outlook to ‘positive’ from ‘stable,’ whilst keeping 
the country’s rating at BBB+ (investment grade). The 
agency noted that ‘political uncertainty in Thailand has 
begun to ease with the return of an elected government.’ 
The ratings for Thailand reflect the country’s strong credit 
metrics, including a solid external balance sheet and 
liquidity, limited net general government debt, and a track 
record of orthodox monetary and fiscal policies, S&P said. 

LATIN AMERICA
 
MSCI Lat Am 2,837 +3.81%

Investor sentiment was positive in the Latin American 
region, as the vast majority of the regional stock markets 
gained during the week. The Mexican benchmark deliv-
ered a very strong performance, as it rose 6.9% in USD. The 
Mexican index was followed by the Chilean benchmark 
(+5% in USD) and the Brazilian market (+2.9% in USD).

The Brazilian central bank reduced the key policy in-
terest rate by 50bp to 4.50%, in line with market ex-
pectations. Although the Monetary Policy Committee 
acknowledged that the economic recovery has gained 
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traction, it left the door open for further rate reduc-
tions in the future depending on the incoming macro-
economic data. In the meantime, credit rating agency 
S&P reaffirmed Brazil’s sovereign credit rating at BB- 
(non-investment grade), whilst revising the outlook 
to ‘positive’ (from ‘neutral’). According to the agency, 
there could be an upgrade in the sovereign rating in the 
next two years if structural reforms keep taking place.

The United States Trade Representative (USTR) and trade 
negotiators for Canada and Mexico reached an agreement 
on USMCA changes, with the proposal also accepted by 
the Democrats. Representatives hinted that the USMCA 
could be voted in US lower chamber as soon as this week. 

In Argentina, incoming President Fernandez ad-
dressed the economic and debt situation by reiterat-
ing that growth is a precondition to pay the debt, and 
that Argentina is already in a ‘virtual default.’ More-
over, Mr. Fernandes said that the Macri administra-
tion issued a lot of debt without increasing production 
and generating the necessary dollars to pay it back, 
and that creditors are responsible for taking the risk 
of investing in a model that has failed several times. 

In our opinion, Mr Fernandez’s statements suggested that 
his government will be reluctant to work with the IMF or 
to follow demands by external creditors in terms of eco-
nomic policies. 

In Colombia, both retail sales and manufacturing 
showed strong performance in October. Retail sales in-
creased 7.4% YoY, whilst manufacturing rose 2.1% YoY. 

AFRICA
 
MSCI Africa 769 +3.34%

Investor sentiment in African stock markets was mixed 
during the week. The MSCI South Africa index rose 3.8%, 
whilst the MSCI Africa ex. South Africa index was broadly 
flat. From a country standpoint, the Moroccan stock index 
rose 2.2% in USD, whilst the Egyptian (-2% in USD) and 
Nigerian (-1.3% in USD) declined.

Consumer price inflation remained very low in Egypt, 
as the headline gauge was 3.6% YoY in November. 
Meanwhile, core inflation – filtering out volatile prices, 
such as food and household energy – dropped to 2.1% 
YoY. 

The inflation print in December could sharply bounce due 
to a base effect, which could bring the headline inflation 
measure to around the midpoint of the central bank’s 
6-12% inflation target. Should inflation remain within the 
central bank’s target range in the coming months, the 
Monetary Policy Committee will most likely find further 
room for loosening financial conditions vis-à-vis the 
reduction of the policy rate.

Inflation in South Africa slowed further and reached 
3.6% YoY in November. Slowing inflation was primarily 
driven by deflation in transport prices, deepening price 
deflation of fuel prices and a less steep non-alcoholic PLEASE CONTINUE FOR 

MARKET DATA

price increase. Meanwhile, core inflation decelerated to 
3.9% YoY. This is the first time in eight years that core 
inflation fell below 4%. 

Going forward, we see two forces shaping the inflation 
trajectory in South Africa: (1) a weaker ZAR translating 
into higher consumer prices through imported goods 
and (2) ailing domestic demand keeping a lid on price 
increases of domestic goods. The two forces could keep 
headline CPI inflation around the midpoint of the central 
bank’s target range of 3-6% in 2020, in our opinion.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

Markit manufacturing PMI 
(Dec) Mon/16 52.6

Annualised GDP growth 
(3Q19, 3rd read) YoY Fri/20 2.1%

PCE deflator (Nov) YoY Fri/20 1.4%

EUROPE DATE CONSENSUS

Euro Area: Markit manu-
facturing PMI (Dec) Mon/16 47.3

UK: Markit manufacturing 
PMI (Dec) Mon/16 49.5

ASIA PACIFIC DATE CONSENSUS

Thailand: policy rate de-
cision Wed/18 1.25%

Taiwan: policy rate deci-
sion Thu/19 1.375%

Indonesia: policy rate 
decision Thu/19 5.00%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Brazil: monetary policy 
meeting minutes Tue/17

Mexico: policy rate deci-
sion Thu/19 7.25%

Colombia: policy rate 
decision Fri/20 4.25%

AFRICA DATE CONSENSUS

Morocco: policy rate de-
cision Tue/17

Nigeria: CPI inflation (Nov) 
YoY Tue/17 11.8%

Egypt: Trade balance 
(Oct) Thu/19
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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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