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As the coronavirus outbreak caused outages in 
factories and reduced household and business 
spending globally, it is probably not too surprising 
that the CPB’s World Trade Monitor reported global 
trade volumes declining 2.6% YoY and industrial 
production falling 3.9% YoY in February. Despite 
the very sharp decline in volumes, the full extent of 
the coronavirus’ adverse impact is still not reflected 
in these figures. As opposed to hard data (such as 
trade or industrial activity), PMIs do not lag as much. 
April composite PMIs in developed economies fell 
to the lowest levels in the history of the respective 
series: to 12.9 in the UK, 13.5 in the Eurozone, 27.4 in 
the US and 27.8 in Japan. Consequently, the extent 
of the weakness in economic activity exceeded the 
decline seen during the GFC in 2008-09, according 
to the composite PMIs.

Looking forward, three systemically important 
central banks hold policy meetings this week — the 
Federal Reserve, the Bank of Japan and the European 
Central Bank. Investors will be keen to know how 
central bankers view the economic outlook and, 
especially, the future of existing and additional policy 
actions. Furthermore, we will get the first glimpse 
of the 1Q20 GDP data from the US. According to 
the median market estimate (at the time of writing 
on Monday), the US’ economy could have shrunk 
3.9% on an annualised basis, which would not be as 
dreadful as the 8.4% contraction in 4Q08. However, 
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DEVELOPED

Top 3 Denmark 0.92%
Austria 0.43%
Canada -0.06%

Bottom 3 Norway -4.61%
Spain -4.51%
Australia -4.13%

EMERGING

Top 3 Abu Dhabi 2.36%
Pakistan 2.13%
Thailand 1.78%

Bottom 3 Brazil -12.61%
Colombia -7.38%
Philippines -5.52%

FRONTIER

Top 3 Morocco 1.15%
Lebanon 1.10%
Tunisia 0.81%

Bottom 3 Mauritius -6.91%
Slovenia -4.55%
Argentina -2.93% 
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UNITED STATES 
 
S&P 2,837 -1.32%, 10yr Treasury 0.60% -4.09bps, HY 
Credit Index 672 +69bps, Vix 35.93 -2.22Vol

During the week, oil prices were in the market’s 
spotlight. The WTI future for June delivery bounced 
from the bottom on Tuesday-Wednesday and manage 
to climb to USD 17/bbl by the end of Friday. Despite 
the bounce in the middle of the week, the price of 
WTI crude for June delivery was still down over 32% 
compared with the closing price a week before. The 
S&P 500 followed a relatively similar pattern and 
finished the week 1.3% in the red (-12.2% year-to-date). 
Meanwhile, the trade-weighted dollar (DXY) index 
gained 0.6%, bringing the year-to-date strengthening 
to 4.1%. Despite the intra-week volatility, Treasury yields 
were not radically different at the end of Friday trading 
vs where they closed the previous week: the 2-year yield 
was 0.22%, whilst the 10-year was 0.60%.   
       
       

EUROPE
 
Eurostoxx 2,809 -3.45%, German Bund -0.47% -0.10bps, 
Xover Credit Index 498 -13bps, USDEUR .927 +0.73%

The majority of European stock markets declined during 
the week. The Spanish stock index delivered one of the 
poorest performances decreasing 4.5% in USD, followed 
by the German DAX (-3.4% in USD). Meanwhile, in the 
sovereign bond space, German Bund yields remained at 
depressed levels (the 10-year at -0.47%). However, yields 
on the periphery sharply rose, indicating widening risk 
premia (the Spanish 10-year increased 12bp to 0.95%).

ASIA PACIFIC
 
HSCEI 9,656 -1.62%, Nikkei 19,262.00 -3.07%, 10yr JGB- 
0.02% 0bps, USDJPY 107.460 -0.13%

Investor sentiment was primarily characterised by risk-
aversion in most emerging Asian stock markets during 
the week. The Pakistani (+2.1% in USD) and Thai (+1.8% in 
USD) stock indices were among the few exceptions, who 
managed to realise gains by the end of Friday trading 
hours. 

South Korean real GDP declined 1.4% in 1Q20 vs the 
previous quarter, but represents an increase of 1.3% 
comparing to 1Q19. Household spending recorded the 
largest decline since the Asian Financial Crisis, down 6.4% 
QoQ in seasonally adjusted terms. 

The Parliament in Taiwan passed an amendment to the 
Act on COVID-19 Prevention, Relief and Recovery, which 
raises the upper limit of the existing TWD 60bn (USD 
2bn) emergency budget to TWD 420bn. Measures in 
total amount to about 5.4% of GDP and aim to stabilise 
employment by providing wage subsidies, encourage 
bank lending to private businesses, etc. Later, the March 
industrial data were released, which showed a 10.4% YoY 
increase in industrial production. The rate of growth was 
boosted by a low reference point, the effect of which will 
recede in 2Q20. Meanwhile, unemployment rate in March 
was 3.7%, as the number of unemployed people rose by 
about 2,000, whilst the number of employed declined by 
ca. 10,000. 

LATIN AMERICA
Latin American stock markets declined during the week, 
as global investor sentiment turned increasingly risk-
averse. In this environment, the Peruvian stock index (-1% 
in USD) was the most defensive one relative to its regional 
peers.

The Minister of Justice in Brazil, Sergio Moro resigned 
from his position. Mr Moro was in office since the begin-
ning of president Bolsonaro’s administration. In a sepa-
rate event, industrial confidence fell to the lowest level in 
the history of the series, to 39.5 in April (vs. 58 in March). 

At an unscheduled meeting, the central bank in Mexi-
co cut its policy rate by 50bp, to 6.00%. The Monetary 
Policy Committee saw the balance of risks for econom-
ic activity tilted to the downside. According to the cen-
tral bank’s estimates, economic activity could decline at 
least by 5% in 1H20 due to the coronavirus. Later, Mexi-
co’s monthly GDP proxy was released, which showed a 
contraction 0.6% YoY in February, following a 0.8% YoY 
decline in January. According to the detailed breakdown, 
a weakness in industrial and construction activities were 
the primary drivers of the deterioration in GDP growth, 
whilst the services sector stagnated. 

Peru’s government plans to adjust tax legislation at-
tempting to increase budgetary revenues. According to 
President Vizcarra, the government plans to ask Congress 
for permission to change laws in the area of taxation and 
finance to fast-track changes by avoiding a lengthy pro-
cess of debates and voting in Congress. The President 
hinted that the government would increase taxes on the 
wealthy.

       
       

the sudden economic stop brought about by the 
coronavirus is an unprecedented phenomenon, which 
means that nobody really knows how to produce a 
reliable estimate. This extreme degree of uncertainty 
is also reflected by the unusually wide range of GDP 
growth forecasts between -1% and -10%.
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AFRICA

African stock markets were a mixed bag during the 
week. The Moroccan (+1.7% in USD) and South African 
(+0.4% in USD) benchmarks rose by the end of Friday as 
opposed to the Egyptian index, which slightly declined in 
US dollar terms.

Egyptian authorities announced that they had started 
negotiations with the IMF for a 1-year credit facility. 
According to the government, the talks are at an 
‘advanced’ stage. The ‘comprehensive package of financial 
support, if approved, would help strengthen confidence in 
the Egyptian economy, make further progress to protect 
the most vulnerable and provide the basis for a strong 
economic recovery,’ the IMF said.

Consumer price inflation in South Africa slowed sharply 
to 4.1% YoY in March, below the midpoint of the central 
bank’s 3-6% inflation target range. The deceleration in 
inflation was predominantly due to a fall in fuel inflation. 
Core inflation – a gauge that filters out items with volatile 
prices, such as unprocessed food and energy- slowed as 
well, to 3.7% YoY.

Kenya’s parliament approved a cut of 5ppt to the 
corporate income tax rate to cushion the economy 
from the impact of the coronavirus crisis. Under the 
amendments passed by the national assembly, the income 
tax rate for top individual earners and corporations will 
fall to 25% from 30%. In the previous week, parliament 
reduced the value added tax (VAT) rate to 14% from 16%. 

As food price inflation in Nigeria accelerated to 15% YoY 
in March, headline consumer price inflation reached 12.3% 
YoY – the highest since April 2018.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

Annualised GDP growth 
(1Q20) Wed/29 -3.9%

Fed monetary policy meet-
ing Wed/29

ISM manufacturing (Apr) Fri/01 36.1

EUROPE DATE CONSENSUS

Euro Area: GDP growth 
(1Q20) YoY Thu/30 -3.3%

Euro Area: ECB monetary 
policy meeting Thu/30

ASIA PACIFIC DATE CONSENSUS

South Korea: industrial pro-
duction (Mar) YoY Wed/29 -2.0%

Vietnam: monthly macro 
data (Apr) Wed/29

China: manufacturing PMI 
(Apr) Thu/30 51.0

Taiwan: GDP growth (1Q20) 
YoY Thu/30 1.7%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Chile: industrial production 
(Mar) YoY Thu/30

Colombia: key policy rate 
decision Thu/30 3.25%

AFRICA DATE CONSENSUS

Kenya: key policy rate de-
cision Wed/29

South Africa: credit growth 
(Mar) YoY Thu/30 4.0%
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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.
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