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There is just no time to take a deep breath as – 
unexpected – events keep unfolding right in front 
of our eyes. Finally, when we thought the we can 
take a break from being concerned about the state 
of the economy (thanks to the Phase One trade 
truce between the US and China), the coronavirus 
muddied the proverbial waters. Developments 
sped up during the week, as Wuhan, the – alleged 
– centrum of the epidemic (home to over 11 million 
people) was quarantined with a number of other 
Chinese cities to stop the spread of the coronavirus. 
The virus, first reported in late December 2019, is a 
contagious respiratory illness that is a close relative 
of severe acute respiratory syndrome (SARS), which 
spread in 2002-03. The death toll has been rising 
(claimed to have reached 80) with a mortality rate 
just below 3% (at the time of the writing). The virus 
has already spread overseas, including to Hong Kong, 
Macau, Singapore, Thailand, the US, etc. At this early 
stage, it is very difficult to estimate the economic 
impact of the viral outbreak. We are of the view that 
the coronavirus could prove to be an important 
driver of asset prices in the coming weeks (or even 
months) unless authorities contain it quickly.

Meanwhile, we shall not lose sight of economic 
fundamentals. According to the CPB Netherlands, 
world trade volume contracted 1.1% YoY in November. 
Therefore, it is now highly likely (without knowing the 
actual December figure) that 2019 was the first year 
after 2009 when merchandise world trade volume 
fell – despite industrial production’s low but positive 
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DEVELOPED

Top 3 Denmark 0.72%
New Zealand 0.48%
Luxembourg 0.38%  

Bottom 3 Norway -2.61%
France -1.82%
Spain -1.80% 

EMERGING

Top 3 Abu Dhabi 1.27%
Greece 0.96%
Dubai 0.34% 

Bottom 3 Chile -5.28%
China “H” -3.94%
Hong Kong -3.86%  

FRONTIER

Top 3 Bangladesh 8.75%
Tunisia 1.33%
Vietnam 1.28%  

Bottom 3 Argentina -5.87%
Kazakhstan -4.64%
Lebanon -3.60%  
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growth in that period. In our interpretation, many 
EM economies posted promising PMI, industrial 
activity and foreign trade metrics in November and 
December, which lead us to conclude that there are 
signs of a more promising time ahead in 2020 in 
terms of the global macro big picture.

UNITED STATES 
 
S&P 3,295 -1.03%, 10yr Treasury 1.65% -13.76bps, HY 
Credit Index 295 +16bps, Vix 17.10 +2.46Vol

Investor sentiment deteriorated during the week in the 
US. The increasingly risk-averse investor sentiment was 
predominantly induced by the headlines related to the 
coronavirus, as no investor can be fully certain about the 
magnitude of the virus’ impact on the global economy. 
In this environment, the majority of the US stock indices 
declined (the S&P500 decreased 1% by the end of the 
week). As capital flew to less risky assets, yields on US 
Treasuries significantly eased flattening the curve: the 
2-year yield fell 6bp to 1.45%, whilst the 10-year edged 
down 14bp to 1.64%. Although, Treasury yields markedly 
decreased, the Fed funds futures market did not react 
too much, as the market continues to imply a 25bp cut 
at the end of 2020 half-heartedly. The FOMC meeting 
this week may provide an updated guidance on how the 
Fed perceives the state of the US economy within the 
context of the US-China trade truce and the coronavirus.

EUROPE
 
Eurostoxx 3,733 -1.34%, German Bund -0.34% -12.00bps, 
Xover Credit Index 224 -12bps, USDEUR .907 +0.58%

European stock markets had a challenging week, as 
the vast majority of the benchmark indices finished the 
week in the red (in USD terms). Even ECB President 
Lagarde’s speech was not convincing enough for the 
market to counter the worsening in investor sentiment. 
Similarly to the US, safe haven flows brought down sov-
ereign yields across the curve. As a result, the 10-year 
German Bund yields decreased 12bp to -0.34%, whilst 
risk premia on periphery remained broadly stable. Mean-
while, the 10-year yield in the UK decreased 7bp to 0.56%.

ASIA PACIFIC
 
HSCEI 10,976 -3.94%, Nikkei 23,343.51 -0.15%, 10yr JGB- 
0.04% 0bps, USDJPY 109.080 -0.74%

The coronavirus visibly dampened investor sentiment in 
Asian stock markets, which in turn weighed on the MSCI 
Asia Pacific ex. Japan index (-2.8% in USD). During the 

week, Chinese “A” and “H” shares were among the weakest 
performers within the region, as the indices declined 3.8% 
and 3.9% in USD, respectively. As opposed to the Chi-
nese stock market, the Bangladeshi (+9.7% in USD) and 
Vietnamese benchmarks (+1.3% in USD) held their own.

Real GDP growth in the Philippines strengthened to 
6.4% YoY in 4Q19, bringing full-year growth to 5.9% 
YoY. Economic activity was boosted by fiscal spend-
ing, whilst household consumptions remained firm. 

We expect real GDP growth to hover above 6% throughout 
2020 as the budget bill ensures the continuity of spending.

Although the central bank of Indonesia decided to 
keep the key policy rate on hold at 5%, the Mone-
tary Policy Committee remained on an accommo-
dative stance to stimulate the domestic economy. 

In our interpretation, the central bank left the door open 
for rate cuts in the future. The timing and the magnitude 
of loosening financial conditions will be depending on do-
mestic economic activity, inflationary developments and 
current account dynamics.

The current account in Pakistan registered a significantly 
smaller deficit for 2019, when the current account deficit 
stood at USD 7.4bn (vs. USD 19.3bn in 2018). This contrac-
tion was mainly a result of a favourable merchandise trade 
balance owing to lower merchandise imports by 18.7% YoY. 
The significant contraction of imports was due to the com-
bination of currency devaluation, the imposition of tariffs 
and duties and slowing infrastructure development activity.

Real GDP growth in Taiwan accelerated to 3.4% 
YoY in 4Q19 (from 3% YoY in 3Q19), bringing full-
year growth to 2.7% YoY in 2019. Although the de-
tailed breakdown of the 4Q data is not available yet, 
it is fair to assume that investment activity could have 
played a significant role in the acceleration of growth. 

Elevated investment activity bodes well for the prospects 
of the Taiwanese economy, in our view, as new capaci-
ties are being built, which will gradually start production 
in 2020. Furthermore, strengthening consumer confi-
dence leads us to believe that growth could become more 
broad-based this year.

LATIN AMERICA
 
MSCI Lat Am 2,894 -1.07%

The deterioration of global risk appetite propagated 
into the Latin American stock markets, which drove 
down most of the regional stock indices by the end of the 
week. The Brazilian stock market outperformed its peers 
by realising a marginal decrease of 0.1% in USD. 

Brazil sustained the economic recovery momentum in 
November, when the monthly economic activity index 
was 1.1% YoY (0.2% MoM SA). Although the indicator has 
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no detailed breakdown, monthly macroeconomic indica-
tors allow us to infer that domestic demand (especially 
household spending) could have served as the main driv-
er of growth in the penultimate month of 2019. 

According to the available set of figures, Brazil could post 
a full-year real GDP growth of around 1.2% in 2019. We 
remain of the view that as the government continues to 
execute its reform agenda and the central remains an ac-
commodative stance, real GDP growth could gain further 
traction and be in the range between 2-3% in 2020.

Mexico’s monthly GDP proxy index contracted 1.2% YoY 
in November (down from -0.7% YoY in October). The 
breakdown shows that the output by the industrial sector 
kept contracting (2.3% YoY in November), as activity in 
the manufacturing and construction sectors further dete-
riorated to -1.2% YoY and -7.1% YoY, respectively. 

It is likely that the final full-year real GDP growth figure 
will reflect economic stagnation in 2019. Looking ahead, 
Mexico’s economy could start to slowly recover in 2020 
if the government refrains from delivering disruptive eco-
nomic policies. 

Economic activity in Colombia remained solid, as the 
monthly index signalled that the economy expanded by 
around its potential in November, despite disruptive pro-
tests in the month. Activity grew 2.9% YoY (vs. from 3.3% 
YoY in October).

AFRICA
 
MSCI Africa 794 -1.64%

The performance of African stock indices was mixed 
during the week. The Moroccan index delivered one of 
the strongest weekly returns by rising 0.6% in USD. The 
Moroccan index was followed by the Nigerian benchmark, 
which gained 0.4% in USD. As opposed to them, the South 
African index declined 2.6% in USD.

Headline consumer price inflation in South Africa rose to 
4% YoY in December (up by 4ppt relative to November) 
on the back of increasing fuel and food prices. Meanwhile, 
core price inflation (filtering out the impact of items with 
volatile prices, such as fuel or unprocessed food) kept on 
decelerating.

Despite the rise in the headline print, inflationary pressures 
remain weak in South Africa, since demand-sensitive 
prices are stuck in a lower gear. Consequently, in an 
environment with persistently low demand-led underlying 
inflationary pressures, the central bank might find further 
room for interest rate cuts.

Consumer price inflation in Nigeria accelerated to 12% 
YoY in December. December’s annual inflation is a new 
high in a steady price surge since August. The CPI for 
imported food (with a weight of 13.2% within the index) 
was up 16% YoY, compared with 15.8% in August, before 
the border closure. Prices of domestically produced 
foodstuffs (with a weight of 50.7%) have risen sharply as 
well, by 14.7% YoY, as local agriculture is unable to meet 
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local demand.

Inflationary developments imply, in our opinion, that the 
central bank has currently no room for reducing the policy 
interest rate, as headline inflation has been hovering 
substantially above the inflation target despite the weak 
credit growth (4.1% YoY in October).

A draft budget policy statement by the Kenyan National 
Treasury revised down the projected fiscal deficit for 
FY2020-21 fiscal year (July-June) to 4.9% of GDP — the 
smallest for a decade — from last October’s prediction 
of a 5.3% of GDP shortfall. The draft budget statement 
therefore proposes to reduce spending to 23.6% of GDP 
in FY2020-21 (vs. 24.1% of GDP in the previous version). 
To cover the budget’s funding needs, the new finance 
minister, Mr Yatani foresees foreign borrowings at 2.1% of 
GDP in FY2020-21 (down by 1.3ppt vs the previous fiscal 
year) and the rest from domestic sources.

The deficit reduction reflects that a more prudent 
approach is being taken by the new finance minister, in 
our view. The degree of fiscal consolidation seems to be 
gradual enough to have a minuscule impact on Kenya’s 
growth prospects in FY2020-21.
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UNITED STATES DATE CONSENSUS

Fed rate decision (upper 
bound) Wed/29 1.75%

Annualised GDP growth 
(4Q19) Thu/30 2.1%

PCE deflator (Dec) YoY Fri/31 1.6%

EUROPE DATE CONSENSUS

UK: BoE policy rate deci-
sion Thu/30 0.75%

Eurozone: GDP growth 
(4Q19) YoY Fri/31 1.1%

Eurozone: CPI inflation 
(Jan) YoY Fri/31 1.4%

ASIA PACIFIC DATE CONSENSUS

Pakistan: policy rate de-
cision Tue/28 13.25%

Vietnam: CPI inflation 
(Jan) YoY Wed/29 5.5%

South Korea: industrial 
production (Dec) YoY Thu/30 1.0%

China: manufacturing PMI 
(Jan) Fri/31 50.0

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Chile: policy rate decision Wed/29 1.75%

Mexico: GDP growth 
(4Q19) YoY Thu/30 -0.5%

Colombia: policy rate 
decision Fri/31 4.25%

AFRICA DATE CONSENSUS

Kenya: policy rate decision Mon/27 8.50%

South Africa: M3 growth 
(Dec) YoY Thu/30 7.5%

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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