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The coronavirus continues to dominate headlines. 
Although 21 Chinese provinces reported zero 
new coronavirus cases on the 22nd February, the 
number of new cases outside of China (such as 
South Korea, Italy, Iran, etc.) has been increasing. 
Italy has implemented a similar lockdown process to 
those used in China, mobilising the army to prevent 
movement in or out of the affected towns and 
stopping sporting and cultural events. The economic 
disruption brought about by the spread of the 
coronavirus could further dent global growth outlook 
– the severity and length being in the centre of the 
issue. To get a sense of the virus’ adverse impact 
on the macro environment, investors will most likely 
pay close attention to the official PMIs from China 
encapsulating economic confidence for February, 
industrial production data in South Korea, the 
South Korean central bank’s communique as well as 
foreign trade data in emerging Asian countries.
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DEVELOPED

Top 3 Portugal 1.24%
Ireland 1.10%
Denmark 0.71%	 	

Bottom 3 Japan -2.97%
Belgium -2.42%
Austria -1.83%

EMERGING

Top 3 China “A” 3.61%
Hungary 1.67%
Qatar 0.89%	

Bottom 3 South Korea -5.58%
Chile -4.08%
Turkey -3.57%		

FRONTIER

Top 3 Bangladesh 3.58%
Kazakhstan 2.16%
Morocco 1.79%		

Bottom 3 Kenya -2.92%
Serbia -1.77%
Jordan -1.77%		
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UNITED STATES 
 
S&P 3,338 -1.25%, 10yr Treasury 1.39% -11.35bps, HY 
Credit Index 295 +11bps, Vix 23.73 +3.40Vol

Investors in the US became increasingly risk-averse 
during the week, due to the spread of the coronavirus 
outside of China. The broad market expects econom-
ic activity to be adversely impacted by the coronavirus, 
which was reflected in asset price movements. As a re-
sult, the majority of stock indices declined by the end 
of the week (S&P 500 down 1.3% in USD), whilst the US 
Treasury curve shifted downwards and flattened (the 
2-year yield decreased 7bp to 1.35%, the 10-year dropped 
11bp to 1.47%). The probability of rate cuts further in-
creased, as the pricing by the Fed funds futures implies 
a 50bp rate reduction in two steps by the end of 2020.

EUROPE
 
Eurostoxx 3,658 -0.92%, German Bund -0.49% -3.00bps, 
Xover Credit Index 233 -6bps, USDEUR .924 -0.13%

Stock indices in the largest European economies de-
clined by the end of the week, due to coronavirus-re-
lated fears (the German DAX was down 1.1% in USD, 
whilst the UK’s FTSE 100 decreased 0.6% in USD). As 
opposed to Germany where government bond yields in 
Germany barely changed during the week (the 10-year 
decreased 3bp to -0.43%), both the Spanish and French 
10-year yields slid 7bp to -0.20% and -0.23%, respectively.

ASIA PACIFIC
 
HSCEI 10,568 -0.93%, Nikkei 23,386.74 -2.97%, 10yr JGB- 
0.06% 0bps, USDJPY 111.310 +1.75%

Deteriorating global investor sentiment weighed on 
Asian stock indices, as the vast majority declined by the 
end of the week. The South Korean index delivered one of 
the weakest performances, as the country’s benchmark 
declined 5.5% in USD. Chinese “A” shares (+3.6% in USD), 
the Bangladesh market (+3.5% in USD) and the Philippines 
index (+0.6% in USD) were among the exceptions, who 
managed to gain despite the spreading risk aversion.

The People’s Bank of China (PBoC) indicated that the 
one-year and five-year loan prime rates (LPRs) were 
lowered to 4.05% (from 4.15% previously) and 4.75% 
(from 4.80% previously), respectively. The step follows 
the central bank’s measures taken in early February, when 
shorter-dated interest rates were reduced. Later, the 
PBoC released the quarterly Monetary Policy Report, in 
which the monetary authority acknowledged the need 
to continuously monitor inflation developments, as the 
coronavirus ‘may disturb prices in the short term.’ The 
central bank cautiously signalled that it stands ready to 
provide further stimulus to the economy if warranted.

February foreign trade data in South Korea revealed 
some aspects of the actual economic impact of the 
coronavirus. Headline data do not call for outright 
pessimism just yet (the value of exports grew 12.4% YoY, 
whilst the value of imports rose 4.7% YoY), as underlying 
developments are largely masked by the fact that the 
number of working days in February 2020 was higher 
by three. Taking a look at the details, one can see that 
exports to China fell modestly, whilst imports from 
China contracted sharply, by 18.9% YoY. Although the 
recovery of semiconductor exports continued in an annual 
comparison, the value decreased relative to January – 
most likely dented by the coronavirus’ impact.

In the Philippines, the House of Representatives (the 
lower house of parliament) approved an amendment to 
the Public Service Act, which would allow full foreign 
ownership in the public services sector – covering 
services related to a range of fields, such as railroads, 
irrigation, communications, broadcasting and freight. 
Their main argument is that it would bring in more 
foreign investors, in turn boosting competition to the 
benefit of the public. 

The amendment needs the approval of the Senate (the 
upper house) to be signed into law by the president, 
Rodrigo Duterte. The probability of passage is high, given 
that the amendment was initiated by Mr Duterte’s allies.

The central bank of Indonesia reduced the key policy 
interest rate by 25bp to 4.75%. The central bank left the 
door open for further monetary easing going forward. 

LATIN AMERICA
Most stock indices in the Latin American region declined 
by the end of the week. The Peruvian (-1.5% in USD) and 
Colombian (-1.7% in USD) indices outperformed most of 
their regional peers. 

The central bank of Brazil reduced the reserve require-
ment ratio from 31% to 25%. The measure was taken 
within the scope of ‘structural reduction of reserve re-
quirements.’ In a separate event, the Congress in Brazil 
formed a Joint Commission, which would monitor the tax 
reform process. The Commission’s objective is smooth 
the process of coming to a consensus between the Lower 
House and the Senate.

Real GDP growth in Peru slowed in 4Q19, to 1.8% YoY 
(from 3.2% YoY in 3Q19), taking the full-year GDP growth 
to 2.2% in 2019 (from 4.0% in 2018). The slowdown in the 
annual rate of growth is primarily attributed to a weak-
ness in investment activity and public spending. As op-
posed to investments and public spending, household 
consumption growth remained solid and contributed to 
headline GDP growth in a meaningful manner.

Argentine economic activity contracted in 2019, the 
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monthly GDP proxy index decreased by 0.3% YoY in De-
cember. As a result, economic activity declined by 2.1% in 
2019, following a 2.5% contraction in 2018. Later, the IMF 
released a statement claiming that Argentina’s debt was 
unsustainable. Debt service capacity have deteriorated 
markedly given the large share of foreign currency pub-
lic debt combined with the weakening of the peso and 
the sharp contraction of GDP, according to the IMF. The 
government targets to restructure public before the end 
of March. 

AFRICA

Despite the deterioration of global investor sentiment, 
the Moroccan stock index managed to gain 1.5% in 
USD during the week. In this environment, the Egyptian 
benchmark declined 0.6% in USD. Due to the combination 
of global risk-aversion and local idiosyncratic issues, the 
South African benchmark declined 1.5% in USD.

The central bank of Egypt kept its power dry by holding 
the key policy interest rates stable. As a result, the 
midpoint of the interest rate corridor remains 12.75%. 

Should inflation continue to hover at the lower end of the 
inflation target band (9% +/- 3%) in the coming months, 
the central bank will probably restart the monetary easing 
cycle by reducing interest rates.

Egyptian authorities confirmed that real GDP growth 
was 5.6% YoY in 2H19. According to the latest surveys, the 
median expectation for GDP growth is 5.8% for FY2020 
(ending in June 2020) and 5.9% for FY2021 (ending in 
June 2021).

Credit rating agency Moody’s reduced South Africa’s 
2020 GDP growth forecast to 0.7% from a 1.5% set in 
September, partly due to the impact of rolling power 
outages on manufacturing and mining activity. 

The growth forecast adjustment by Moody’s stoked fears 
among investors that South Africa can lose its investment 
grade rating soon.

The International Monetary Fund (IMF) has cut its 
growth forecast for Nigeria this year to 2% from 2.5%, 
reflecting fears the coronavirus outbreak in China will hit 
demand for oil. The IMF said growth was still recovering, 
but inflation was rising which, along with external shocks, 
would weaken Nigeria’s foreign exchange reserves due to 
its deteriorating terms of trade and capital outflows.

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

GDP growth (4Q19) annu-
alised Thu/27 2.1%

PCE deflator (Jan) YoY Fri/28 1.8%

EUROPE DATE CONSENSUS

Eurozone: M3 money sup-
ply (Jan) YoY Thu/27 5.3%

UK: GfK consumer confi-
dence (Feb) Fri/28

ASIA PACIFIC DATE CONSENSUS

South Korea: industrial 
production (Jan) YoY Thu/27 -1.6%

South Korea: policy rate 
decision Thu/27 1.00%

India: GDP growth (4Q19) 
YoY Fri/28 4.7%

China: manufacturing PMI 
(Feb) Sat/29 47.4

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: GDP growth 
(4Q19) YoY Tue/25 -0.4%

Chile: industrial produc-
tion (Jan) YoY Fri/28

AFRICA DATE CONSENSUS

Nigeria: GDP growth 
(4Q19) YoY Mon/24 2.2%

South Africa: private sec-
tor credit (Jan) YoY Fri/28 5.9%
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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

EUROPE & UK
Benoit Ribaud
+44 207 5577 862
benoit.ribaud@alquity.com

MIDDLE EAST, ASIA & UK
Suresh Mistry
+44 207 5577 854
suresh.mistry@alquity.com

LATIN AMERICA
Cyn Cano
+44 207 5577 871
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