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China’s Vice Premier, Liu He, headed to Washington 
for the signing of the Phase One Trade Deal. This 
represents the first concrete de-escalation of tensions 
between the US and China in nearly two years. The 
agreement covered items spanning intellectual 
property protection, market access openings, 
currency and merchandise trade. The US also stated 
that current tariffs would be maintained, whilst China 
committed to a number of large purchases from 
the US (including manufactured goods, agricultural 
products, energy and services amounting to USD 
200bn in total). As a prelude to the meeting, the 
US Department of the Treasury issued its semi-
annual currency report, within which it rescinded 
its designation of China as a currency manipulator. 
The US justified its decision based on the recent 
strengthening of the renminbi against the US dollar, 
which has occurred amid firming investor sentiment 
in advance of the trade accord. In our opinion, the 
deal’s scope could help business sentiment and 
consumer confidence stabilise and consequently 
reduce the uncertainties that have weighed on 
economic growth prospects throughout 2019. 
However, since tariffs remain in place, a sharp bounce 
in either country’s GDP growth in 2020 is unlikely. 
Now that Phase One is behind us, let Phase Two 
commence!
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DEVELOPED

Top 3 Denmark 3.18%
Finland 2.56%
Switzerland 2.39%	 	

Bottom 3 Austria -1.73%
Ireland -1.37%
Luxembourg -0.79%	 	

EMERGING

Top 3 Mexico 2.94%
Dubai 2.87%
Qatar 2.48%	

Bottom 3 Hungary -3.01%
Chile -2.33%
Colombia -1.77%	 	

FRONTIER

Top 3 Bahrain 2.66%
Oman 2.10%
Jordan 1.97%		

Bottom 3 Lebanon -2.01%
Argentina -1.25%
Slovenia -1.22%		
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UNITED STATES 
 
S&P 3,330 +1.97%, 10yr Treasury 1.82% +0.19bps, HY 
Credit Index 279 +1bps, Vix 12.10 -.46Vol

Investor sentiment was positive in the US, as stock 
markets headed north. Sentiment improved after the 
US Treasury’s announced the removal of China from 
the list of currency manipulators. Later, the announce-
ment of the Phase One Trade Deal further bolstered 
investors’ risk appetite. As a result, by the end of the 
week, the S&P 500 rose 2%, whilst the Nasdaq Com-
posite gained 2.3%. Meanwhile, the Treasury curve was 
broadly unchanged (the 10-year yield hovered at 1.82%).

EUROPE
 
Eurostoxx 3,800 +0.21%, German Bund -0.21% -1.60bps, 
Xover Credit Index 208 -2bps, USDEUR .902 +0.28%

European stock markets moderately rose during the 
week, as global market sentiment turned more positive. 
The Spanish stock market (+0.8% in USD) outperformed 
the indices of the Euro Area’s largest economies, whilst the 
UK’s FTSE100 index gained 0.9% in USD. Looking ahead, 
the European Central Bank’s monetary policy decision and 
press conference could determine the direction of the Eu-
rozone’s markets this week. No rate change is expected.

ASIA PACIFIC
 
HSCEI 11,331 +1.33%, Nikkei 24,083.51 +0.20%,10yr JGB 
0.01% +0bps, USDJPY 110.160 +0.60%

Investor sentiment in Asian stock markets was broadly 
supportive primarily due to the announcement of the 
Phase One Trade Deal between the US and China and 
secondarily due to the convincingly strong macro data 
from the US and China. In this environment the South 
Korean stock market delivered one of the strongest 
returns by rising 1.9% in USD. Chinese “H” shares (+1.3% 
in USD) and the Vietnamese market (+1.1% in USD) 
performed strongly as well.

The National Bureau of Statistics (NBS) reported 
that real GDP in China rose by 6% YoY in 4Q19, a rate 
unchanged from the third quarter of the year. In 2019 as 
a whole the economy expanded by 6.1%, compared with 
6.6% in 2018. In the last quarter of 2019, services activity 
grew at a firm pace of 6.6% YoY, whilst industrial output 
growth accelerated to 5.8% YoY, aided by the recovery of 
automotive production.

Our key takeaways from the latest GDP report are that 
(1) the recent policy focus on supporting investment and 
manufacturing has had the desired impact stabilising 
economic growth in 4Q19 and (2) as a result of the 
stabilisation real GDP growth could maintain slightly 

below 6% in 2020. 

Foreign trade statistics from China surprised positively 
in December, exports grew 7.6% YoY in USD terms, whilst 
import growth accelerated to 16.3% YoY. In the meantime, 
M2 money supply growth accelerated to 8.7% YoY 
in December, exceeding the median market estimate.

The positive surprise in Chinese foreign trade and 
credit metrics could have been brought about by the 
policy support measures by the government and the 
central bank as well as by the improvement in business 
sentiment as both the US and Chinese administrations 
signalled that the Phase One Trade Deal was imminent. 
The sharp bounce in imports growth implies – in our 
view – that domestic demand could have stabilised – 
concurring with the implications of the 4Q19 GDP report.

Consumer price inflation in India accelerated to 
7.4% YoY in December 2019, up from 5.5% YoY in 
November. The fact that consumer prices continued 
to accelerate in the last month of the year was not 
unexpected. Sharply rising prices of food products 
(primarily vegetables) remained the primary driver (food 
accounts for around 50% of the consumer price index). 
Our in-house core inflation gauge, which excludes the 
impact of food prices, stood at 3.4% YoY in December.

We remain of the view that the central bank will not take a 
U-turn on its accommodative monetary policy stance, since 
inflation has been driven up by supply side factors (such 
as food prices), which cannot be influenced by monetary 
policy tools. Should inflationary pressures dissipate, the 
central bank might opt for further loosening measures 
to grant further support to the domestic economy.

LATIN AMERICA
 
MSCI Lat Am 2,925 +0.24%

Investor sentiment in Latin America was mixed. Whilst 
the Mexican stock index rose 3% in USD, outperforming 
the majority of its regional peers, the Chilean benchmark 
lost 2.3% of its value (in USD). 

Consumer price inflation in Brazil rose to 4.3% YoY in 
December — just above the 4.25% mid-point of the 2.75-
5.75% target range set by the central bank. The accel-
eration was predominantly driven by an increase in the 
food and beverages category due to higher meat prices. 
This development may reflect a rise in swine exports to 
meet increased demand in China. This had the effect of 
decreasing local meat supply and pushing up consum-
er prices. Meanwhile, core inflation (which excludes food 
and regulated prices) remained benign throughout the 
year, reaching 2.8% YoY at end 2019. 

Despite the recent uptick in inflation, the central bank will 
likely remain on an accommodative stance and could con-
sider carrying on with cutting the key policy rate to fur-
ther stimulate domestic demand.
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General economic activity indicators in Colombia were 
moderately weaker in November, due to the disruptive 
nature of protests during the month. Retail sales volume 
growth slowed to 4.4% YoY. Meanwhile, manufacturing 
output contracted 1.5% YoY. 

Despite some expected weakness in November, overall 
economic activity remains in line with growth close to the 
potential. According to the latest macro indicators, Co-
lombia’s real GDP could grow by about 3.3% in 2019. Pro-
viding there are no further disruptions, the rate of GDP 
growth could be around 3% in 2020.

Economic activity in Chile contracted 3.4% YoY in No-
vember due to the social unrests. Economic weakness 
was broad-based, as both mining and non-mining output 
decreased in an annual comparison.

AFRICA
 
MSCI Africa 807 +0.06%

The majority of African stock indices gained during 
the week. South Africa’s TOP40 index rose 2% in USD, 
followed by Egypt (+1.7% in USD) and Morocco (+1.2% in 
USD). 

South Africa’s central bank surprised by delivering a 
25bp rate cut reducing the key policy rate to 6.25%. The 
central bank essentially argued that although lower interest 
rates could lead to a weaker currency, inflation would not 
be materially affected by the rand’s depreciation due to 
the very weak aggregate demand that characterizes the 
domestic economy.

In our opinion, the Monetary Policy Committee’s 
communique hinted that further rate cuts are in the 
pipeline. Consequently, further reduction in the key 
interest rate is high likely in the coming months.

President Buhari signed the finance bill for 2020 into 
law, which amends several of Nigeria’s tax laws with the 
aim of boosting government income (through raising VAT 
from 5% to 7.5%) while simultaneously reforming the tax 
system to encourage private investment and support the 
growth of small and medium-sized businesses. The law 
also introduces a graduated scale for corporation tax, 
eliminates double taxation, hikes excise duties and tax 
foreign companies providing digital services.

It is a positive step – in our view – that the government 
has been pushing for the formalisation of the economy 
and promoting a more stable budget. However, the overall 
impact of higher tax collection could weigh on Nigeria’s 
economic growth prospects, which have already been 
facing challenges for a prolonged period of time.

The Kenyan president, Uhuru Kenyatta, carried out a 
mini-cabinet reshuffle, dismissing the agriculture minister, 
Mwangi Kiunjuri, and confirming the acting finance 
minister, Ukur Yatani, as a permanent appointment. 
The president intends the reshuffle to re-energise his 
‘big four’ agenda of food security, health, housing and 
industry, while quieting the voices opposed to his political 
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initiatives.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

Markit services PMI (Jan) Fri/24 52.5

Markit manufacturing PMI 
(Jan) Fri/24 52.5

EUROPE DATE CONSENSUS

Euro Area: ECB deposit 
rate Thu/23 -0.50%

UK: Markit manufacturing 
PMI (Jan) Fri/24 48.7

ASIA PACIFIC DATE CONSENSUS

South Korea: GDP growth 
(4Q19) YoY Tue/21 1.9%

Malaysia: policy rate de-
cision Wed/22 3.00%

Philippines: GDP growth 
(4Q19) YoY Thu/23 6.4%

Indonesia: policy rate 
decision Thu/23 5.00%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: unemployment 
rate (Dec) Tue/21 3.4%

Colombia: economic activ-
ity (Nov) YoY Wed/22 2.6%

Mexico: economic activity 
(Nov) Fri/24 -0.5%

AFRICA DATE CONSENSUS

South Africa: CPI inflation 
(Dec) YoY Wed/22 4.0%

Nigeria: policy rate deci-
sion Fri/24 13.50%
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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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