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GLOBAL 
MARKET 
UPDATE

New cases of the coronavirus rose sharply from 
Wednesday to Thursday after Chinese authorities 
changed the criteria for diagnosing the illness. In 
Hubei province (the epicentre of the infections) the 
number of cases saw the largest one-day jump, by 
14,840, about nine times the number of new cases 
a day earlier. The vast majority of newly confirmed 
cases – 13,332 – were retroactively reclassified. By 
Sunday, the total number of cases was as high 
as 51,857 with 683 outside of China, whilst the 
mortality rate remained around 3%. 

As opposed to Hubei province, other parts of China 
still require either gene sequencing or lab tests to 
confirm the pathogen, meaning not all cases may be 
detected. The change in the classification approach 
by Chinese authorities raise questions about how 
soon the outbreak will peak. One thing is certain, 
that the retrospective reclassification makes it more 
difficult to get a sense of the broader picture of the 
coronavirus’ spread. As the global economic diary is 
relatively light on relevant macroeconomic data this 
week, markets will most likely focus on the February 
PMIs by developed markets (such as the US, UK and 
Eurozone) to get a sense how the coronavirus could 
impact supply chains and industrial activity. 
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THIS WEEK’S GLOBAL  
EQUITY MARKET MOVERS

PMIs might provide 
guidance on the state of 
the global economy
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DEVELOPED

Top 3 Australia 2.10%
United States 1.58%
Norway 1.51%  

Bottom 3 Luxembourg -3.36%
Ireland -0.64%
Japan -0.53% 

EMERGING

Top 3 South Africa 2.59%
Mexico 2.57%
South Korea 2.40% 

Bottom 3 Qatar -3.52%
Philippines -2.26%
Indonesia -1.92%  

FRONTIER

Top 3 Bangladesh 2.53%
Morocco 2.16%
Bahrain 0.39%  

Bottom 3 Argentina -7.26%
Sri Lanka -1.99%
Kenya -1.82%  
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UNITED STATES 
 
S&P 3,380 +1.58%, 10yr Treasury 1.58% +0.14bps, HY 
Credit Index 284 -2bps, Vix 13.68 -1.79Vol

Stock markets in the US shrugged off the perceived ad-
verse impact of the coronavirus as they headed north by 
the end of the week (the S&P 500 rose 1.6%, whilst the Nas-
daq gained 2.2%). Although fundamentally there is limited 
visibility on the severity of the viral outbreak’ impact, inves-
tors could have speculated on stimulus measures by poli-
cymakers to make up for the loss of demand, in our view. 
According to the pricing implied by the Fed funds futures, 
the broad market expects the Fed to deliver at least one 
25bp rate cut by the end of 2020. The odds for a second 
25bp rate cut within a 12-month horizon has increased. 
Meanwhile, Treasury yields were broadly unchanged 
during the week, as the 10-year yield was flat at 1.58%. 

EUROPE
 
Eurostoxx 3,853 +0.19%, German Bund -0.39% -1.50bps, 
Xover Credit Index 211 -3bps, USDEUR .923 +0.91%

The majority of European stock indices gained during 
the week, although the magnitude of the increase was 
mostly minuscule. Long-dated sovereign yields in the 
Euro Area were largely stable, whilst the 10-year yield 
in the UK rose 6bp to 0.63% by the end of the week.

ASIA PACIFIC
 
HSCEI 10,958 +1.45%, Nikkei 23,523.24 -0.53%, 10yr JGB- 
0.03% +0bps, USDJPY 109.860 -0.06%

Stock indices in emerging Asia delivered a mixed 
performance during the week. The South Korean index 
was one of best performers, as it rose 2.6% in USD, followed 
by the Taiwanese market (+2.1% in USD) and Chinese “A” 
(+1.7% in USD) and “H” shares (+1.5% in USD). Despite 
the uncertainties posed by the coronavirus outbreak, the 
increasing expectation for a large-scale stimulus package 
by Chinese authorities could have driven up stock prices. 

Consumer price inflation in China accelerated to 5.4% 
YoY in January from 4.5% YoY in December. There 
are multiple drivers in the background, one being pork 
prices, which continue to be adversely impacted by the 
African swine flu. Furthermore, the coronavirus outbreak 
also contributed to the acceleration, prompting people 
to stock up on food, essentials and medical products. 
Meanwhile, non-food inflation remained benign, at 1.6% 
YoY. As opposed to consumer price inflation, producer 
price inflation rose to 0.1% YoY.

It is likely – in our opinion – that inflation pressures for the 
consumer could be transitory. The inflationary impact of 
the demand shock can start to subside driving headline 

inflation gradually lower in the coming months.

Industrial production in India decreased 0.3% YoY in 
December, primarily due to a decline in manufacturing 
activity, -1.2% YoY. As opposed to manufacturing, mining 
output rose 5.4% YoY, whilst electricity production was 
broadly flat. According to the use-based breakdown, 
agricultural activity strengthened, as volumes grew 2.2% 
YoY.

Although the headline industrial figure showed 
contraction in an annual comparison, activity improved 
relative to the previous quarter, as industrial output grew 
2.2% QoQ in 4Q19. According to the latest manufacturing 
PMIs, business and industrial confidence consistently 
strengthened in December and January. Therefore, we 
expect industrial activity to continue to recover in the 
coming months.

Credit rating agency Fitch improved the Philippines’ 
outlook from ‘stable’ to ‘positive,’ whilst keeping the 
country’s credit rating unchanged at BBB (investment 
grade). Fitch expects GDP growth to accelerate to 6.4% 
in 2020 and 6.5% in 2021 from 5.9% in 2019, supported by 
private consumption and public infrastructure spending. 

LATIN AMERICA
 
MSCI Lat Am 2,784 +0.99%

Investor sentiment in the Latin American region was 
mixed. The Mexican and Brazilian stock indices delivered 
the strongest returns during the week, as they rose 2.6% 
and 0.6% in USD, respectively. Due to the rising uncertain-
ties regarding the Argentine government’s future policies 
and the lack of willingness to repay sovereign debt on 
time, the country’s stock index declined 7.3% in USD dur-
ing the week.

The central bank of Mexico reduced the key policy rate 
by 25bp to 7% in a unanimous decision. The Monetary 
Policy Committee concluded that the appropriate deci-
sion was to loosen financial conditions in order to boost 
sluggish economic activity in the context of slow inflation.

Peru’s central bank left its key policy rate at 2.25%. Ac-
cording to the Monetary Policy Council, inflation could 
hover around 2% on the forecast horizon. Although the 
MPC identified the coronavirus as a downside risk to GDP 
growth, the Council found that a recovery in the domestic 
economy could be underway as the public investments 
and business confidence strengthened. 

Economic activity in Colombia strengthened in Decem-
ber, as retail sales volume accelerated to 7.1% YoY, whilst 
manufacturing activity rose to 3.2% YoY. 

According to the Argentine Minister of the Economy, the 
level of public debt is unsustainable and hinted that the 
Ministry has been planning to restructure debt. Minister 
Guzman stated that foreign creditors would not influence 
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the country’s macroeconomic policy. 

AFRICA
 
MSCI Africa 787 +2.63%

African stock markets delivered a mixed performance 
during the week. Although the South African stock 
index rose 2.6% in USD during the week, its year-to-
date performance remains weak, as the index lost 3.9% 
in USD. As opposed to the South African stock market, 
the Egyptian stock index decrease 1.8% in USD during the 
week, whilst it is up 0.5% in USD since the beginning of 
the week. 

South African macroeconomic data in December 
reflected the weakness in the domestic economy. Retail 
sales volume decreased 0.4% YoY, whilst manufacturing 
output declined 5.9% YoY in December. Later, President 
Ramaphosa acknowledged in an annual address 
to parliament that economic growth had stalled, 
exacerbating high levels of unemployment. However, the 
President was vague with his remarks on the budget and 
Eskom, the largest state-run power producer.

In our view, the President did not deliver specific policy 
responses to the issues that country has been facing. 
Unless the budget bill addresses the South Africa’s 
underlying deficiencies (such as the fiscal leakages and 
Eskom), the probability of a credit downgrade by Moody’s 
to non-investment grade will further increase.

Headline consumer price inflation in Egypt was 7.2% 
YoY in January, below the central bank’s inflation target 
midpoint of 9%. Meanwhile, core inflation (a gauge, which 
filters out the impact of volatile fuel and food prices) 
slightly rose, to 2.7% YoY. 

Benign inflation opens the door for the central bank to 
consider further reducing the key policy rate. The Monetary 
Policy Committee will meet on the 20th February.

Nigeria’s central bank introduced longer-term contracts 
on the naira in a move to attract more foreign inflows, 
shore up its dollar reserves and keep the exchange rate 
stable. Furthermore, the country’s authorities have been 
considering issuing Eurobonds in the amount of USD 2.8-
3bn. Central Bank Governor Emefiele in January said that 
no adjustment to the naira’s exchange rate was planned 
and that the bank would continue to sustain the value of 
the currency.

Tunisia will invite the International Monetary Fund to talks 
in March over a sixth review of its IMF loan programme 
after its new government is formed, according to the 
Minister of Economic Reforms. Tunisia struck a deal with 
the IMF in December 2016 for a USD 2.8bn loan package. 
The IMF disbursed the current programme’s last loan 
tranche worth USD 247mn in June 2019.

A sixth review deal with the IMF would allow Tunisia to 
mobilise financial resources for 2020 and obtain loans 
from other lenders, including the World Bank, African 
Development Bank and the European Union.

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

Markit services PMI (Feb) Fri/21 53.5

Markit manufacturing PMI 
(Feb) Fri/21 51.5

EUROPE DATE CONSENSUS

Eurozone: Markit manu-
facturing PMI (Feb) Fri/21 47.4

UK: Markit manufacturing 
PMI (Feb) Fri/21 49.7

ASIA PACIFIC DATE CONSENSUS

China: M2 money supply 
(Jan) YoY Tue/18 8.6%

Indonesia: policy rate 
decision Thu/20 4.75%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Brazil: inflation (Feb) YoY Thu/20 4.2%

Chile: PPI inflation (Jan) 
YoY Fri/21

AFRICA DATE CONSENSUS

Nigeria: CPI inflation (Jan) 
YoY Mon/17 12.1%

South Africa: CPI inflation 
(Jan) YoY Wed/19 4.6%

Egypt: policy rate decision Thu/20
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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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