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GLOBAL 
MARKET 
UPDATE

During the week, the JP Morgan Global Composite 
PMI was released, showing a fall to 39.4 in March, the 
second steepest monthly decline in its history and 
a 133-month low. The fall in the Global PMI in March 
is comparable with the magnitude during the Great 
Financial Crisis. Unsurprisingly, the monthly jobs 
report in the US broke the run of 113 consecutive 
monthly job gains. In March, non-farm payrolls 
declined by 701,000, whilst the unemployment rate 
rose to 4.4%. Meanwhile, weekly jobless claims spiked 
to 6.7 million, totalling 10 million in just two weeks. 

Although it is already April, we are going to see 
hard economic data from February (e.g. Germany, 
the UK, India, etc.). Therefore, the actual impact of 
the coronavirus and lockdowns will only be partially 
reflected in them, if at all. During the week, the Fed 
is going to release the minutes of the last FOMC 
meeting (when the 100bp rate cut was delivered and 
the large-scale asset purchases were announced), 
which may shed further light on the Committee’s 
thinking-process.
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of global economic 
weakness in March
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DEVELOPED

Top 3 Norway 5.22%
Denmark 3.12%
Australia 1.60%

Bottom 3 Japan -8.51%
France -7.20%
Singapore -6.41%

EMERGING

Top 3 Pakistan 11.56%
Chile 9.69%
Russia 9.63%

Bottom 3 Brazil -9.39%
India -7.94%
Mexico -7.44%

FRONTIER

Top 3 Argentina 9.31%
Kenya 3.53%
Kazakhstan 2.83% 

Bottom 3 Morocco -7.83%
Estonia -6.09%
Oman -4.39%  
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UNITED STATES 
 
S&P 2,489 -2.08%, 10yr Treasury 0.64% -7.98bps, HY 
Credit Index 779 +172bps, Vix 46.80 -18.74Vol

Stock markets in the US declined during the week 
(S&P 500 down 2.1%, Nasdaq Composite declined 1.7%), 
due to the combination of the gloomy macroeconomic 
data and the spread of the coronavirus. Meanwhile, the 
Treasury yield curve flattened, as the 2-year yield eased 
1bp to 0.24%, whilst the 10-year yield declined 8bp to 
0.63%.        
       

EUROPE
 
Eurostoxx 2,663 -5.14%, German Bund -0.40% +3.30bps, 
Xover Credit Index 606 -64bps, USDEUR .925 +2.92%

Stock indices in the Euro Area and the UK declined dur-
ing the week, whilst the euro weakened 2.9% vs. the USD. 
Although German Bund yields were largely flat, spreads 
on periphery sovereign debt significantly widened.

ASIA PACIFIC
 
HSCEI 9,646 -0.15%, Nikkei 18,576.30 -8.51%, 10yr JGB 
0.01% 0bps, USDJPY 109.150 +0.45%

The majority of emerging Asian stock indices declined 
during the week. The Pakistani stock market was one of 
the very few exceptions, which gained 11.6% in USD by 
the end of trading on Friday. The Thai (+2.1% in USD), 
Philippine (+1.9% in USD) and Vietnamese (+1.2% in USD) 
gained as well. Meanwhile, Chinese “A” and “H” shared 
were largely flat on the week.

The Chinese central bank (PBOC) lowered the reserve 
requirement ratio (RRR), again, to further bolster banks’ 
lending activity through which in turn can accelerate 
domestic demand recovery. This time, rural and provincial 
city commercial banks benefitted from the stimulus 
measures. The cut will be done in two stages of 50bp 
each, on 15th April and 15th May. Around 4000 small and 
mid-sized banks will qualify for the lower RRR. 

According to the latest PMI figures, the Chinese economy 
started to stabilise and recover in March after the 
lockdown-driven slump in February. The Caixin services 
PMI rose to 53.6 in March (from 26.5 in February), whilst 
the Caixin manufacturing PMI strengthened to 50.1 
(from 40.3 in February). The official numbers (released 
by the Chinese Statistics Office) were the following: the 
manufacturing PMI increased to 52 (vs. 35.7 in February), 
whilst the non-manufacturing one edged up to 52.3 (vs. 
29.5 in February). The message was consistent across all 
indices: domestic demand and thus domestic economic 
activity have started to bounce, whilst export orders 

        
        
further contracted.

The PMI manufacturing index in India remained resilient 
in March, as it remained above the 50-point threshold, at 
51.8 (vs. 54.5 in February). According to the commentary, 
domestic demand and production continued to expand 
in March, whilst export orders declined. Recent measures 
addressing the outbreak (e.g. lockdowns, social distancing, 
etc.) are not fully reflected in the March PMI report.

Manufacturing PMIs in most South East Asian economies 
fell below 50 in March – suggesting contraction in 
economic activity. Most countries reported a sharp fall in 
orders and production in March (e.g. Indonesia, Malaysia, 
South Korea, the Philippines, Vietnam, etc.).

PMI Indonesia Malaysia Philippines South 
Korea

Vietnam

March 45.3 48.4 39.7 44.2 41.9

February 51.9 48.5 52.3 48.7 49.0

The central bank of Indonesia remains confident that real 
GDP growth will continue to expand in full-year 2020, 
as the central bank holds on to the upper end of the 
government’s official forecast of 2.3%. Meanwhile, the 
Governor of the Philippine central bank indicated that 
the economy was likely headed for a technical recession 
with growth stalling to negative territory for two straight 
quarters before it starts expanding again.

LATIN AMERICA
As global investor sentiment remained risk-averse, Latin 
American stock markets continued to face a challenging 
period. With Chile being one of the exceptions (+9.7% in 
USD), the majority of indices in the region declined during 
the week: the Brazilian index decreased by 8.1% in USD, 
whilst the Mexican benchmark lost 7.4% in USD.

Manufacturing PMI in Brazil dropped to 48.4, whilst the 
services PMI decreased to 34.5 in March. Both gauges 
indicate a weakness in the economy and imply that eco-
nomic activity declined in March. The sharp decline in the 
services PMI had brought the index to the lowest level 
throughout the history of the survey. Both PMIs empha-
sise the disruptive nature of the coronavirus outbreak, 
which hinders production and delays projects.

Manufacturing PMI in Mexico fell to 46.9 in March, indi-
cating contraction in industrial activity. According to the 
report, the coronavirus outbreak has ‘severely’ disrupted 
the Mexican economy in March, as both actual produc-
tion and new orders declined. The commentary noted 
that business conditions had become ‘extremely difficult.’ 
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Fitch downgraded Colombia’s credit rating one notch to 
‘BBB-‘ (the lowest investment grade rating) and retained 
a ‘negative’ outlook. The decision follows S&P’s change of 
outlook to ‘negative,’ whilst keeping the rating unchanged 
one notch above junk status the week before. The down-
grade by Fitch reflects the weakening of key fiscal met-
rics, induced by the fall in oil prices. Meanwhile, the debt 
level is expected to rise above 50%, up from 44% in 2019, 
a development explained by disaster response spend-
ing and the sharp depreciation of the currency. Moody’s 
still holds Colombia’s rating two notches into investment 
grade (‘Baa2’ with ‘stable’ outlook).

Prior to the coronavirus pandemic outbreak, economic 
activity in Chile remained upbeat, as the monthly GDP 
proxy expanded 2.7% YoY in February. Mining posted 
the strongest growth since early 2018, expanding 10.4% 
YoY – given a low base of comparison last year. Non-min-
ing activity (led by manufacturing and construction) im-
proved as well and reached its highest growth rate since 
before the protest action in October 2019, with a 2% YoY 
expansion. 

AFRICA

Despite the risk-averse investor sentiment, the Kenyan 
stock market held up, as the country’s benchmark 
gained 3.5% in USD during the week. Meanwhile, other 
regional stock indices declined, such as the South African 
(-3.5% in USD), Egyptian (-3.5% in USD), etc.

The central bank of Egypt left the lending rate at 10.25% 
and the deposit rate at 9.25%. The Monetary Policy 
Committee said after its regular meeting that the earlier 
pre-emptive rate cut was sufficient to support businesses 
and households, and that it would continue to pursue its 
inflation target range of three percentage points above 
or below 9% by the fourth quarter of 2020 (inflation was 
5.3% YoY in March).

According to the latest balance of payments statistics, 
Egypt’s current account deficit widened to USD 10.2bn 
(about 1.9% of GDP) in 2019, vs USD 6.6bn in the previous 
year. The widening of the deficit was due to the increasing 
amount of dividend payments by foreign companies. Net 
inflows of foreign direct investment (FDI) reached USD 
9bn in 2019. The rise in FDI inflows stemmed partly from 
regulatory changes in early 2019, allowing investors to 
benefit from tax incentives for project expansions. The 
central bank noted that there has been a significant 
increase in the proportion of greenfield investment, 
involving projects other than oil, gas and property. 

Consumer price inflation in Kenya slowed to 6.1% YoY in 
March, from 6.4% YoY in February. The headline gauge 
due to technical reasons, as the Kenyan authorities 
updated the methodology. Major components exhibited 
the following patterns: food prices rose 11.9% YoY (as a 
consequence of the prolonged draught period), housing 
and utilities inflation was 4.5% YoY, whilst transport prices 
increased 5.5% YoY.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

FOMC meeting minutes Wed/08

CPI inflation (Mar) YoY Fri/10 1.6%

EUROPE DATE CONSENSUS

Germany: industrial pro-
duction (Feb) YoY Tue/07 -2.9%

United Kingdom: industrial 
production (Feb) YoY   Thu/09 -2.9%

ASIA PACIFIC DATE CONSENSUS

India: services PMI (Mar) Mon/06

Philippines: CPI inflation 
(Mar) YoY Tue/07 2.4%

India: industrial production 
(Feb) YoY   Thu/09

China: CPI inflation (Mar) 
YoY Fri/10 4.9%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: CPI inflation (Mar) 
YoY Tue/07 3.5%

Brazil: retail sales (Feb) 
YoY Tue/07 2.4%

Mexico: industrial produc-
tion (Feb) YoY Wed/08

AFRICA DATE CONSENSUS

Egypt: CPI inflation (Mar) 
YoY Thu/09
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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
Benoit Ribaud
+44 207 5577 862
benoit.ribaud@alquity.com

MIDDLE EAST, ASIA & UK
Suresh Mistry
+44 207 5577 867
suresh.mistry@alquity.com

NORTH AMERICA
Renee Arnold
+1 215 350 9063 
renee.arnold@alquity.com

UK
Susannah Preston
+44 207 5577 877
susannah.preston@alquity.com

UK
Alex Boggis
+44 207 5577 850
alex.boggis@alquity.com

LATIN AMERICA & SPAIN
Cyn Cano
+44 207 5577 871
cyn.cano@alquity.com


