
 I  1alquity.com

GLOBAL 
MARKET 
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The US and Chinese administrations are set to 
sign the Phase One trade deal on the 15th January 
putting (at least a short) pause in the two-year 
long trade war. Furthermore, the two parties have 
– allegedly – agreed to hold semi-annual talks to 
push for economic reform and resolve disputes. The 
agreement could include a dispute-resolution section 
that envisions consultations between the two nations 
to handle any conflicts arising from the agreement. 
The new talks will be separate from negotiations over 
a second phase of the trade deal, which is expected 
to cover fundamental Chinese economic policies, 
including corporate subsidies and the activities 
of Chinese state-owned firms. The two sides are 
considering naming the process the Comprehensive 
Economic Dialogue, according to multiple sources 
cited by various media outlets.

Looking forward, this week’s data calendar features 
trade data from China and India, high-frequency 
macroeconomic data from the US (such as inflation, 
retail sales and industrial production), and several 
Federal Reserve officials could provide insights on 
the course of the Fed’s policy. Investors will most 
likely look out for news on geopolitical risks, whilst 
also awaiting the signing of the Phase One US-
China trade deal. 
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DEVELOPED

Top 3 Australia 2.06%
Germany 1.54%
Denmark 1.07%  

Bottom 3 Spain -1.20%
Sweden -1.19%
Norway -1.08%  

EMERGING

Top 3 Turkey 6.29%
Russia 3.17%
Chile 2.10% 

Bottom 3 Hungary -3.50%
Brazil -2.70%
Colombia -1.84%  

FRONTIER

Top 3 Nigeria 9.67%
Argentina 5.54%
Slovenia 3.24%  

Bottom 3 Bangladesh -5.90%
Lebanon -4.59%
Tunisia -2.69%  
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UNITED STATES 
 
S&P 3,265 +0.94%, 10yr Treasury 1.83% +3.15bps, HY 
Credit Index 279 -1bps, Vix 12.77 -1.46Vol

The stock market in the US has continued to advance in 
January, as key indices, such as the S&P500 and the Nas-
daq Composite rose 1.1% and 2.3% year-to-date, respec-
tively. Meanwhile, the Treasury curve has shifted upwards 
pushing the 2-year yield 5bp to 1.57% and the 10-year 
yield by 3bp to 1.82% during the week. In our view, the 
movements in both the US stock and bond market im-
ply that investors have become more optimistic on the 
growth outlook. This idea is also confirmed by the chang-
es in the Fed funds futures pricing, which assigns only a 
slight greater-than-50% probability to a 25bp rate cut at 
the end of 2020. The implied probability of such a move 
by the Fed has been slowly, but consistently decreasing.

EUROPE
 
Eurostoxx 3,798 -0.02%, German Bund -0.18% +7.90bps, 
Xover Credit Index 207 -4bps, USDEUR .899 +0.45%

Investor sentiment in European stock markets was mixed 
during the week. Although the German and Italian bench-
marks rose 1.5% and 0.9% in USD, respectively, the French 
(-0.6% in USD), the UK (-0.7% in USD) and Spanish (-1.2% 
in USD) indices declined. The German Bund yield curve 
steepened by the end of the week, as the 2-year yield edged 
up 2bp to -0.60%, whilst the 10-year rose 8bp to -0.20%.

ASIA PACIFIC
 
HSCEI 11,397 +0.28%, Nikkei 23,850.57 + 0.28%, 10yr JGB 
0.00% +0bps, USDJPY 109.680 +1.40%

Investor sentiment in Asian stock markets improved, 
as the official announcement of the Phase One 
Trade Deal between the US and China has become 
imminent (expected on the 15th January), whilst the 
geopolitical risks stemming from the confrontation 
between the US and Iran has not escalated further. As 
a result, the majority of Asian stock indices gained 
during the week. The South Korean index delivered 
one of the strongest returns (+2.8% in USD) followed 
by Pakistan (+2.1% in USD) and India (+1.4% in USD).

A number of favourable Indian macroeconomic data 
was released during the week, which confirmed that 
economic activity in 4Q19 could have strengthened 
relative to the previous quarter. Annual industrial 
production volume growth emerged from a period of 
contraction and rose to 1.8% YoY in November, whilst 
the seasonally adjusted monthly figure showed that 
production volume increased relative to October as well. 
Furthermore, both services PMI (53.3) and manufacturing 
PMI (52.7) were seen in expansionary territory in 

December – suggesting that industrial activity could have 
gained further growth momentum in the last month of 
2019. The government emphasised again that the National 
Infrastructure Plan worth USD 1.4tn will be fully executed 
by 2025 – signalling that the government will provide 
budgetary support to boost domestic economic activity.

Taiwan’s incumbent President Ms Tsa Ing-Wen of 
the Democratic Progressive Party (DPP) won her 
second term with record-setting votes of 8.17mn 
(57.1%) against her rival. Whilst earlier polls had shown 
that Ms Tsai was favoured in this election, the record-
setting margin of victory is viewed as a surprise.

The victory gave President Tsai the mandate to 
continue the current course of economic policies.

Philippines President Rodrigo Duterte signed a record 
PHP 4.1tn (ca. USD 80bn) budget for 2020, ensuring timely 
funding for an infrastructure overhaul. Total fiscal spending 
will rise by a significant 12%. About 11% of budgetary 
outlays will be spent on infrastructure development, an 
increase of almost 20% from 2019. The government is 
targeting an economic growth of 6.5%-7.5% for 2020.

The timely budget approval bodes well for the economy, 
allowing it to fund much-needed infrastructure projects in 
order to unlock the Philippine’s economy inherent growth 
potential. The favourable impact of revved up budgetary 
spending will be enhanced by the central bank’s expected 
loosening measures. In our opinion, the combination of 
fiscal and monetary stimulus increases the likelihood 
of reaching the government’s GDP growth target.

Consumer price inflation in the Philippines rose to 2.5% 
YoY in December (vs. the central bank’s 2-4% inflation 
target). Inflation quickened, as the typhoon damage 
has caused food prices to jump higher. In December, 
the central bank governor said the MPC would resume 
easing monetary policy in 2020 and added there would 
be more cuts in banks’ reserve requirements – provided 
domestic inflationary developments remain under control.

The Thai Parliament passed a THB 3.2tn budget for the 
current fiscal year (a process started in October 2019). The 
budget passage is seen by many as a vote of confidence in 
the ruling pro-military coalition, which holds a slim majority. 

From a GDP growth perspective, this is likely to result in a 
gradual economic recovery from the slump seen in 2019, 
in our view.

LATIN AMERICA
 
MSCI Lat Am 2,918 -1.70%

Investor sentiment in Latin American stock markets 
was mixed during the week. The Chilean stock index 
outperformed the majority of its peers by rising 2.1% 
in USD. The Chilean market was followed by the Mexi-
can, which gained 0.6% in USD by the end of the week.
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Mining investment in Peru increased 27% YoY be-
tween January and November 2019. Investment ac-
tivity in this field rose significantly, due to the con-
struction of new copper mines (Quellaveco and 
Mina Justa), upgrading machinery and equipment 
and facilitating the exploration of mineral deposits. 

Chilean President Sebastian Pinera announced a plan to 
reform the state healthcare system, with a special focus 
on speeding up and reducing private healthcare costs 
in an attempt to respond to the demands of protesters. 
The Chilean healthcare system, which has a public and 
a private insurance pillar, is perceived to be expensive, 
complex and ineffective by many Chileans. Provided the 
reform is approved, it would benefit nearly 14.5mn peo-
ple catered by the public system, as well as a further 
3mn people who are covered under the private system.

Industrial production in Mexico decreased 2.1% 
YoY in November. Looking at the breakdown, min-
ing activity kept contracting by 1.5% YoY, whilst out-
put by the construction sector decreased 7.1% YoY.

Uncertainties over the direction of domestic economic 
policies have been weighing on investment activity. On 
the other hand, should the USMCA pass in the US Con-
gress, uncertainties might moderate and contribute to a 
modest recovery.

AFRICA
 
MSCI Africa 806 -0.40%

The Nigerian stock market rose 9.7% in USD by the end of 
the week, due to idiosyncratic market developments and 
as a result decoupled from the short-term stock market 
trends in the African region. The Moroccan stock index 
also delivered positive return (+1.3% in USD) during the 
week as opposed to the South African, which declined 
0.9% in USD.

South Africa’s economy continued to go through a 
challenging period in December, as renewed load 
shedding by the state-owned power company Eskom led 
to sharper drops in output and new orders in the private 
sector. This phenomenon was captured by the latest 
manufacturing PMI figure, which fell to 47.6 in December, 
deep into contractionary territory. December was the 
eighth consecutive month, when businesses signalled 
that conditions within the domestic economy worsened. 

Egypt’s annual consumer price inflation rose to 7.1% 
in December from 3.6% in November. Annual headline 
inflation had been expected to rise in December, as 
favourable base-year effects wear off. Core inflation, which 
excludes volatile prices such as food and fuel, accelerated 
to 2.4% YoY in December, from 2.1% in November.

Despite the sharp uptick in the headline inflation, there 
is no cause for concern, as the gauge remains within the 
central bank’s target range (9% plus or minus 3 percentage 
points), which means that inflation remains under control, 
in our opinion. As disinflation in the Egyptian economy 
persists, the central bank could find room for further 

PLEASE CONTINUE FOR 
MARKET DATA

interest rate cuts. The Monetary Policy Council meets this 
week to discuss whether a rate cut is appropriate at this 
juncture.

Real GDP growth in Kenya eased to 5.1% YoY in 3Q19, its 
slowest rate since the same period of 2017. The slowdown 
was primarily due to a weaker performance in agriculture, 
because of rainfall deficits. Manufacturing activity 
decelerated as well. In contrast, services activity remained 
strong, as the sector’s rate of growth reached 6.2% YoY. 

Unfavourable weather conditions (e.g. rainfall deficit and 
flooding) could have dented economic activity in 4Q19. 
On the other hand, the removal of the cap on lending 
rates could have given push to GDP growth. 
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UNITED STATES DATE CONSENSUS

CPI inflation (Dec) YoY Tue/14 2.4%

Retail sales (Dec) MoM Thu/16 0.3%

Industrial production 
(Dec) MoM Fri/17 -0.1%

EUROPE DATE CONSENSUS

UK: GDP growth (Nov) 
MoM Mon/13 0.0%

UK: CPI inflation (Dec) 
YoY Wed/15 1.5%

Euro Area: CPI inflation 
(Dec) YoY Fri/17 1.3%

ASIA PACIFIC DATE CONSENSUS

India: CPI inflation (Dec) 
YoY Mon/13 6.7%

China: Trade balance 
(Dec) USD bn Tue/14 45.7

India: Trade balance (Dec) 
USD bn Wed/15 -11.6

China: GDP growth (4Q19) 
YoY Fri/17 6.0%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Peru: Economic activity 
(Nov) YoY Wed/15 2.5%

Brazil: Retail sales (Nov) 
YoY Wed/15 3.7%

Colombia: Retail sales 
(Nov) YoY Fri/17 5.8%

AFRICA DATE CONSENSUS

South Africa: Retail sales 
(Nov) YoY Wed/15 0.8%

South Africa: policy rate 
decision Thu/16 6.50%

Egypt: policy rate decision Thu/16 11.50%

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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