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If it was not for the coronavirus, global economic 
growth would have a promising outlook for 
2020. This idea was underpinned by the sustained 
improvement in the global manufacturing PMI, 
which rose to a nine-month high of 50.4 in January. 
However, since the survey was conducted before the 
coronavirus outbreak, the conclusion might not be 
as solid as in regular circumstances. The question is 
to what extent the Chinese and vis-a-vis the global 
economy will be impacted by the viral outbreak and 
what proportion of the loss in output is permanent. 
We are aware that the uncertainties related to the 
magnitude of the supply chain disruptions due to 
the shut down of plants and thus we remain cautious 
with our economic outlook. We are of the view 
that policymakers (especially in China) are closely 
monitoring economic developments and will step 
in with policy support to avoid a scenario where 
economic growth sharply slows. 
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DEVELOPED

Top 3 Luxembourg 9.98%
Italy 4.01%
Finland 3.90%  

Bottom 3 Singapore -0.94%
New Zealand -0.67%
Portugal -0.55% 

EMERGING

Top 3 South Korea 4.62%
China “H” 4.54%
Philippines 4.44% 

Bottom 3 China “A” -4.70%
Pakistan -3.49%
Qatar -2.25%  

FRONTIER

Top 3 Argentina 2.05%
Kazakhstan 2.04%
Oman 1.22%  

Bottom 3 Lebanon -12.07%
Morocco -3.87%
Nigeria -2.76%  
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UNITED STATES 
 
S&P 3,328 +3.17%, 10yr Treasury 1.57% +7.66bps, HY 
Credit Index 290 -20bps, Vix 15.47 -3.37Vol

Investor sentiment improved during the week, which 
in turn led to stronger appetite for risky assets. As a 
result, US Treasury yields rose (the 10-year yield was up 
8bp to 1.59%), whilst stock indices gained (the S&P 500 
increased 3.2%). 

According to the latest jobs report, the US’ labour ma-
ket remained hot in January. Non-farm payrolls rose to 
225,000, signalling that employment continued to firmly 
expand. Nominal wage growth accelerated to 3.1% YoY, 
whilst the rate of unemployment remained very low, at 
3.6%. 

In our view, the economy in the US remains strong 
enough to generate enough jobs and to keep consumer 
confidence high. Overall, we believe that the US econo-
my has a chance to post a decent GDP growth figure in 
1Q20, due to its domestic strength.

EUROPE
 
Eurostoxx 3,789 +3.01%, German Bund -0.39% +4.80bps, 
Xover Credit Index 216 -15bps, USDEUR .914 +1.29%

The improvement in global investor sentiment sup-
ported European stock markets. Stock indices in the 
Euro Area’s four largest economies gained during the 
week: the Italian index rose 4%, the Spanish benchmark 
increased 3.4%, the German one gained 2.8%, whilst the 
French index edged up 2.8% (all in USD). Meanwhile, the 
UK’s stock index lagged, as it was broadly flat (in USD). . 

ASIA PACIFIC
 
HSCEI 10,654 +4.54%, Nikkei 23,685.98 + 1.38%, 10yr 
JGB- 0.06% +0bps, USDJPY 109.780 +1.28%

The improvement in global market sentiment lifted 
the majority of the Asian stock indices. Due to the 
strengthening of risk appetite, the South Korean 
benchmark delivered one of the strongest performances 
in the region by gaining 5% in USD. The South Korean 
index was followed by Chinese ‘H’ shares (+4.5% in USD) 
the Philippine index (+4.4% in USD).

Both services and manufacturing PMIs signalled firm 
domestic demand in China. The Caixin services PMI was 
51.8 in January, somewhat lower than in the previous 
month. Details reveal that both domestic and export 
orders continued to expand in the first month of the 
2020. Meanwhile, the Caixin manufacturing PMI was 
51.5, slightly down compared with the figure registered 

in December. According to the report, both production 
and business confidence strengthened, whilst domestic 
orders rose further.

Although both services and manufacturing PMIs were 
above 50 (i.e. signalling the sustenance of domestic 
growth momentum in China), the surveys were conducted 
before the viral outbreak reached a large scale. As a result, 
the indicators might not depict the economic reality as 
best as they could.

Manufacturing PMI in India sharply rose to 55.3 in 
January. The improvement was broad-based. According 
to the release, business confidence significantly improved, 
whilst domestic demand firmly grew. Later, the central 
bank of India (RBI) delivered its regular monetary policy 
decision. This time the RBI kept the key policy rate stable 
at 5.15%, whilst announced a few new measures to enhance 
the liquidity conditions in the domestic financial market, 
whilst aiming to improve the monetary transmission 
mechanism. 

GDP growth in Indonesia was 5% YoY in 4Q19, broadly 
stable relative to the previous quarter. Household 
consumption grew steadily, whilst investment activity 
weakened. 

LATIN AMERICA
 
MSCI Lat Am 2,757 +0.19%

Investor sentiment in Latin American stock markets im-
proved compared with the previous week. The Chilean 
stock index delivered one of the best performances vs. 
its regional peers, as the benchmark rose 3.6% in USD. As 
opposed to Chile, the Peruvian index was flat, whilst the 
Brazilian one decreased 0.8% (all in USD).

At the beginning of February, the Brazilian Congress re-
turned from recess and the president, Jair Bolsonaro, out-
lined his legislative priorities. Mr Bolsonaro highlighted 
key constitutional amendments as his priorities – namely 
tax reform, but also the three bills to bring greater order 
and flexibility to budget management and to renegotiate 
debt with poorer northern states. The leader of the Cham-
ber of Deputies (the lower house) and a government ally, 
Rodrigo Maia (Democratas), has stated that he will pri-
oritise tax reform – aiming for approval in two rounds of 
voting (as stipulated for constitutional amendments) – 
before sending the legislation to the Senate (the upper 
house) by April. The upper house leader, Davi Alcolumbre 
(also Democratas), has deemed it a priority as well.

The central bank of Brazil decided to reduce the key pol-
icy interest rate by 25bp 4.25% – a record low. The cut 
was the fifth consecutive reduction in the benchmark pol-
icy rate. Although inflation touched the 4.25% mid-point 
of the target range in 2019, reaching 4.3% of GDP, the 
Monetary Policy Council found room for a rate cut since 
inflation was driven primarily by transitory factors. 
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Chilean economic activity rebounded in December, 
reaching 1.1% YoY. The expansion in output was support-
ed by the mining component of the index, which grew by 
3.7% YoY, bolstered by largely steady copper production 
and increased output of lithium carbonate. The non-min-
ing component expanded by 0.8% YoY.

AFRICA
 
MSCI Africa 767 +2.04%

African stock markets delivered a mixed performance 
during the week. The South African benchmark and 
the Egyptian stock index rose 1.9% and 1.1% (all in USD), 
respectively. As opposed to them, the Moroccan and 
Nigerian stock indices declined 3.7% and 2.8% (all in USD), 
respectively.

Real GDP growth in Egypt remained robust in 3Q19, 
when economic activity increased 5.7% YoY. The 
performance is consistent with growth over the past 
two years. Egypt’s overall real GDP growth rate has 
risen consistently over the past three years, from 4.2% in 
FY2016-17 to 5.6% in FY2018-19 (between July and June). 
However, private consumption growth has slowed from 
4.2% and 0.9%, respectively over the same period. The 
impact of the slowdown was more than offset by robust 
growth in investment and by the decreasing gap between 
the exports and imports. 

If the fall in inflation and reducing unemployment feed 
through into a recovery in consumer spending, the overall 
growth rate could be sustained at higher levels.

Business confidence in South Africa worsened to 92.2 in 
January from 93.1 in December, resuming the downward 
trend seen for much of 2019. The depreciation of the rand 
largely explains the deterioration of business confidence.

Kenya will start talks with the United States on a 
potential free trade deal soon. ‘The negotiations will help 
Kenyan goods to have smooth access to the expansive 
US consumer market,’ according to President Uhuru 
Kenyatta’s office.

The Trump administration could see the move partly in 
geopolitical terms, believing it could provide a model 
for other trade deals with African countries and be a 
step toward countering China’s growing influence on the 
continent.

PLEASE CONTINUE FOR 
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THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

CPI inflation (Jan) YoY Thu/13 2.4%

Retail sales (Jan) MoM Fri/14 0.3%

Industrial production (Jan) 
MoM Fri/14 -0.2%

EUROPE DATE CONSENSUS

UK: GDP growth (4Q19) 
YoY Tue/11 0.8%

Eurozone: GDP growth 
(4Q19) YoY Fri/14 1.0%

ASIA PACIFIC DATE CONSENSUS

Malaysia: GDP growth 
(4Q19) YoY Wed/12 4.1%

India: CPI inflation (Jan) 
YoY Wed/12 7.4%

India: industrial production 
(Dec) YoY Wed/12 1.7%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: industrial produc-
tion (Dec) YoY Tue/11 -0.6%

Brazil: retail sales (Dec) 
YoY Wed/12 3.6%

Mexico: policy rate deci-
sion Thu/13 7.00%

Colombia: GDP growth 
(4Q19) YoY Fri/14 3.2%

AFRICA DATE CONSENSUS

South Africa: manufactur-
ing (Dec) YoY Tue/11 -3.9%

South Africa: retail sales 
(Dec) YoY Wed/12 2.0%
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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.

DISCLAIMER
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