
 I  1alquity.com

GLOBAL 
MARKET 
UPDATE

						    

Policymakers globally kept working on schemes 
to bolster their respective economies debilitated 
by the nCovid-19 pandemic. In the US, House 
Speaker Pelosi and Treasury Secretary Mnuchin were 
optimistic about reaching a deal to top up funds in a 
loan programme aimed at helping small businesses 
stay afloat. In the Euro Area, central bank officials 
have held early talks with the European Commission 
on setting up a Eurozone bad bank that would take 
billions of euros in debt off banks’ balance sheets 
(according to the Financial Times’ report). Meanwhile, 
in China, the government announced it was selling 
another CNY 1tn (about USD 141.3bn) in bonds to 
ramp up payments for stimulus spending.

Oil prices extended their slide, falling to the lowest 
in more than two decades, as output cuts promises 
left investors unconvinced so far that the demand-
supply imbalance could subside in the near term. In 
addition, crude oil storage capacity is quickly running 
out, according to the latest reports. As a result, WTI 
futures for May delivery fell to around USD 15/bbl (at 
the time of writing on Monday morning).

Looking forward, earnings season will provide 
investors with a look at just how much the pandemic 
has impacted businesses, as the global economic 
diary remains relatively empty for the week. In our 
view, there are two relevant macro datapoints this 
week: PMIs will be released for developed countries 
(including the US, Euro Area and the UK) and South 
Korea reveals its 1Q20 GDP statistics.
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DEVELOPED

Top 3 New Zealand 7.57%
Denmark 5.24%
United States 3.04%

Bottom 3 Austria -5.82%
Italy -3.82%
Spain -3.37%

EMERGING

Top 3 Taiwan 4.31%
Philippines 4.29%
Pakistan 4.23%

Bottom 3 Russia -5.57%
Qatar -4.50%
Abu Dhabi -3.50%

FRONTIER

Top 3 Nigeria 6.83%
Argentina 5.54%
Estonia 4.58%

Bottom 3 Romania -6.08%
Mauritius -5.04%
Croatia -1.68%	
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UNITED STATES 
 
S&P 2,875 +3.04%, 10yr Treasury 0.63% -7.74bps, HY 
Credit Index 593 +80bps, Vix 40.50 -3.52Vol

Major stock indices in the US delivered mixed 
performance during the week. The S&P 500 rose 3%, 
whilst the Nasdaq Composite gained 6.1%. In contrast, 
the small cap Russell 2000 index declined 1.4%. 
Meanwhile, the broad trade-weighted dollar index (DXY) 
strengthened 0.3%, bringing the year-to-date gains to 
3.5% against the currency basket. The US Treasury curve 
shifted downwards and flattened, as the 2-year yield 
declined 2bp to 0.20%, whilst the 10-year slipped 8bp to 
0.64%.							     
							     

EUROPE
 
Eurostoxx 2,902 -0.79%, German Bund -0.48% -12.50bps, 
Xover Credit Index 495 -24bps, USDEUR .920 +0.76%

Most European stock indices finished the week in 
the red: the German DAX down 0.1%, the UK’s FTSE 
100 declined 0.6%, whilst the Italian benchmark fell 
3.8% - all in USD. Although the German Bund yield 
curve shifted downwards (with the 10-year yield de-
clining 13bp to -0.13%), periphery spreads widened 
(e.g. the Italian 10-year yield rose 20bp to 1.79%). 

ASIA PACIFIC
 
HSCEI 9,823 +0.08%, Nikkei 19,669.12 + 2.78%, 10yr JGB 
0.02% +0bps, USDJPY 107.690 -0.71%

Emerging Asian stock indices gained during the week. 
The Pakistani, Philippine, Taiwanese and Vietnamese 
rose over 4% in USD by the end of Friday trading hours, 
followed by the Indian mid cap index (+3% in USD).

Real GDP growth in mainland China contracted 6.8% 
YoY in 1Q20 following the coronavirus outbreak that 
centred in Wuhan - the biggest decline since the end of 
the Cultural Revolution in 1976. Economic activity data 
were published as well: industrial production declined 
8.4% YoY, retail sales contracted 19% YoY (driven by items 
such as clothing, autos, furniture, etc.), whilst fixed asset 
investments were down 16.1% YoY in 1Q20. Meanwhile, 
foreign trade data showed that exports decreased 6.6% 
YoY, whilst imports shrank 0.9% YoY in March. 

Consumer price inflation in India slowed to 5.9% YoY in 
March. As a result, the headline inflation gauge returned 
to the central bank’s 2-6% inflation target range. Easing 
food price inflation – led by vegetables, fruits, etc. – largely 
explain the deceleration. Later, the central bank of India 
(RBI) announced a wide range of measures to support 
the economy and the domestic financial system. 

						    
Measures were taken to incentivise banks’ lending activity, 
provide adequate liquidity to the financial sector and thus 
shore up the economy.

The Philippine central bank reduced its policy rate by 
another 50bp to 2.75% at an unscheduled monetary 
policy meeting, bringing the key policy interest rate 
to a new record low. The central bank left the reserve 
requirement ratio unchanged at 12%. The reduction in 
the key interest rate came as a response to deteriorating 
business confidence and weakening prospects for 
remittances inflows.

Following the landslide victory of the ruling Democratic 
Party of Korea at the general elections, the Ministry of 
Economy and Finance released its second supplementary 
budget this year to combat the negative economic impact 
of the coronavirus. The additional funding will primarily 
benefit 70% of households, i.e. 14.8mn households will 
receive around USD 820 in additional income. Including the 
second supplementary budget, the central government’s 
fiscal deficit will rise to 4.3% of GDP in 2020 (vs. 2.8% in 
2019).

The Pakistani central bank reduced the key policy rate by 
an additional 200bp to 9% in response to the worsening 
economic outlook brought about by the coronavirus 
outbreak. The MPC noted that it ‘remains ready to take 
whatever further actions become necessary in response 
to the evolving economic impact of the Coronavirus.’ The 
MPC highlighted that this rate cut would complement 
other measures recently taken by the central bank to 
support the economy, including concessional financing 
to companies that choose not to lay off workers, one-
year extension in principal payments and concessional 
financing for hospitals and medical centres. 

LATIN AMERICA
Investors sentiment in Latin American stock markets 
was mixed during the week. Whilst the Mexican and Pe-
ruvian benchmarks gained during the week (+1.3% and 
+2.3% in USD, respectively), other stock indices, such as 
the Brazilian (-2.9% in USD), declined.

The monthly economic activity index in Brazil rose 0.6% 
YoY in February. Significantly lower commodity prices 
contributed to the slowing Brazilian growth in January 
and February through weaker exports performance, as 
commodities represent about 45% of merchandise ex-
ports.

The monthly GDP proxy index in Peru rose 3.8% YoY 
in February, following a 3% YoY growth in January. The 
acceleration in economic growth was primarily driven by 
construction and mining activities.

Credit rating agency Fitch downgraded Mexico’s rating 
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to ‘BBB-’ from ‘BBB.’ According to the agency, the eco-
nomic shock represented by the covid-19 pandemic will 
lead to a severe recession in Mexico in 2020. Furthermore, 
the deterioration of the business climate will make the re-
covery in the second half of the year more challenging. 
Fitch also emphasized that in the absence of a fiscal re-
sponse to the economic recession, general government 
debt-to-GDP is likely to jump by at least 6ppt of GDP to 
almost 50%, the highest since the 1980s. In Fitch’s view, 
the consolidation of public finances once the crisis is over 
will be challenging.

Argentina’s Economy Minister announced key points of 
on the debt restructuring. The Argentine government 
proposed a three-year grace period for payments (until 
2022). The Treasury expects this measure to reduce the 
interest bill by around 38% of the scheduled payments. 
According to the Economy Minister, the proposal also in-
cludes a reduction in the face value of the debt, around 
5.4% of the outstanding amount.

AFRICA

The Egyptian stock market was one of the bright spots 
within an African context, as the country index rose 0.3% 
in USD by the end of trading on Friday. In contrast, the 
South African TOP 40 index lost 2.3% of its value.

The South African central bank reduced the key policy 
rate by 100bp to 4.25% at an unscheduled meeting. The 
statement by the Monetary Policy Committee (MPC) 
argued that a weakness in the growth outlook and 
downside risks to inflation provided further space for 
monetary easing. According to the central bank’s latest 
forecast, South African real GDP might decline 6.1% in 
2020. The MPC remained on a dovish stance calling for a 
data dependent approach. Therefore, if incoming macro 
data warrant it, the MPC will further decrease the key 
policy rate in the coming months.

Tunisia secured a USD 745mn loan from the International 
Monetary Fund to help mitigate the economic blow from 
the coronavirus outbreak. The country has also received 
USD 275mn of financial aid from the European Union. As 
a result, Tunisia’s FX reserves have risen to TND 22.3bn 
(ca. USD 7.7bn), the equivalent of about five months of 
imports.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

Markit manufacturing PMI 
(Apr) Thu/23 38.0

Markit services PMI (Apr) Thu/23 30.0

EUROPE DATE CONSENSUS

Euro Area: Markit manufac-
turing PMI (Apr) Thu/23 38.0

UK: Markit manufacturing 
PMI (Apr) Thu/23 42.0

ASIA PACIFIC DATE CONSENSUS

South Korea: GDP growth 
(1Q20) YoY Thu/23 0.7%

Taiwan: industrial produc-
tion (Mar) YoY Thu/23 4.9%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: retail sales (Feb) 
YoY Thu/23

Brazil: industrial confidence 
(Apr) Thu/23

AFRICA DATE CONSENSUS

Nigeria: CPI inflation (Mar) 
YoY Mon/20 12.2%

South Africa: CPI inflation 
(Mar) YoY Wed/22
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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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NORTH AMERICA
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