
 I  1alquity.com

GLOBAL 
MARKET 
UPDATE

Last week we got to know the initial impact of social 
distancing, lockdowns and business closures on the 
developed economies. Real GDP in the US contracted 
4.8% in annualised terms in 1Q20, as both consumer 
spending and investment activity significantly 
weakened. Meanwhile, real GDP in the Euro Area fell 
3.3% YoY. From a country standpoint, Spanish GDP 
contracted 4.1% YoY, Italy’s GDP declined 4.8% YoY, 
whilst the French metric decreased 5.4% YoY. The 
figures by Germany and the UK are yet to be released. 
Forward-looking indicators, such as the ISM in the 
US or PMIs in Europe, painted a very gloomy picture 
in our view, suggesting that economic activity in the 
developed world could significantly further weaken 
in 2Q20.

Central bankers spoke up during the week after 
their scheduled monetary policy meetings. Fed 
Chair Powell said that the FOMC would keep the 
Fed funds target range at 0.00-0.25% until the 
Committee was confident that the economy had 
‘weathered recent events’ and added that the FOMC 
would ‘not be in any hurry.’ ECB President Lagarde 
announced a new series of pandemic emergency 
longer-term refinancing operations to support 
liquidity conditions and to provide a liquidity 
backstop to banks, whilst keeping the key policy 
rates stable and asset purchases running. The Bank 
of Japan continued to add layers of policy supports 
for the economy by maintaining a broad scope for 
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DEVELOPED

Top 3 Norway 9.44%
Finland 8.20%
Austria 7.82%

Bottom 3 United States -0.21%
Australia 0.83%
Switzerland 1.03%

EMERGING

Top 3 Brazil 12.41%
Chile 10.86%
Mexico 9.61%

Bottom 3 China “A” 2.10%
Turkey 2.44%
Thailand 3.22%

FRONTIER

Top 3 Argentina 11.22%
Morocco 5.59%
Lebanon 5.53%

Bottom 3 Mauritius -3.67%
Serbia -1.74%
Tunisia -1.49% 



 I  2alquity.com

        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
        
UNITED STATES 
 
S&P 2,831 -0.21%, 10yr Treasury 0.61% +1.10bps, HY Credit 
Index 651 -22bps, Vix 37.19 +1.26Vol

Stock markets in the US delivered a mixed performance 
during the week. The two flagship indices were broadly 
flat (the S&P 500 was down 0.2%, whilst the Nasdaq 
Composite declined 0.3%). By the end of Friday, the 
trade-weighted dollar index (DXY) weakened 1.3%, 
reducing the year-to-date gains to 2.8%. Meanwhile, the 
short-end of the US Treasury curve slightly eased (the 
2-year yield by 3bp to 0.19%), whilst the back-end of the 
curve remained largely stable (the 10-year was up 1bp to 
0.61%).         
       
       

EUROPE
 
Eurostoxx 2,928 +6.16%, German Bund -0.59% -11.30bps, 
Xover Credit Index 502 -2bps, USDEUR .910 -1.81%

European stock markets performed strongly, as the Ger-
man (+6.5% in USD), Italian (+6.4% in USD), Spanish (+6.1% 
in USD) and French (+5.5% in USD) indices rose signifi-
cantly by the end of the trading week. During the week, 
the euro strengthened 1.8% against the US dollar. Sover-
eign bond yields in the Eurozone declined (the 10-year 
German Bund yield fell 11bp to -0.59%), whilst risk premia 
in many Southern member states compressed (e.g. the 10-
year Spanish government bond yield fell 23bp to 0.72%). 

During the week, the sterling appreciated 1.5% vs the USD, 
whilst the 10-year sovereign yield declined 4bp to 0.25%.

ASIA PACIFIC
 
HSCEI 10,041 +3.99%, Nikkei 19,619.35 +2.50%, 10yr JGB- 
0.02% 0bps, USDJPY 106.780 -0.63%

The majority of Asian stock markets gained during the 
week. The Indian Nifty 50 index delivered one of the 
strongest returns within the region, as the benchmark 
rose 9.4% in USD. The Indian index was followed by the 
Indonesian (+8.7% in USD) and the Taiwanese (+7.4% in 
USD) markets. 

Both the official manufacturing and non-manufacturing 
PMIs signalled the continuation of the economic 
normalisation in China, as they were 50.8 and 53.2 in 
April, respectively. The two indices were consistent with 
each other, as both suggested that domestic demand 
strengthened relative to March, whilst external demand 
further contracted. Meanwhile, the Caixin manufacturing 
PMI sank to contractionary territory at 49.4 in April, due 
to a collapse in new export orders. Since the composition 
of the official and the Caixin indices are different (i.e. the 
Caixin index has a greater focus on export-orientated 
companies), the impact of a weakening external demand 
weighed on the headline Caixin PMI was larger than on 
the more domestically-orientated official index.

Vietnam released its monthly macroeconomic 
indicators for April, which were significantly impacted 
by the disruptions brought about by the coronavirus. 
Industrial production contracted 10.5% YoY in April, as 
manufacturing mining activity weakened on a broad basis 
(-11.3% YoY). Lower industrial production translated into 
a 3.5% YoY fall in exports in April. Despite the setbacks 
in industrial production and exports, Vietnam registered 
a trade surplus of USD 3.3bn since the beginning of year 
until April. Meanwhile, consumer price inflation softened 
to 2.9% YoY, falling below the central bank’s 4% inflation 
target. The disinflation was induced by the steep decline 
in transport costs. 

Real GDP growth in Taiwan contracted 1.5% QoQ in 1Q20, 
which translated into a 1.5% growth in annual terms. This is 
the weakest reading since March 2016. The deterioration 
in economic activity was predominantly due to the 
decline in household spending, which faced significant 
constraints as social distancing and the lockdown came 
into effect. 

Industrial production in South Korea rose 7.1% YoY in 
March, following a 11.4% YoY gain in February. The growth 
spurt in February and March was primarily driven by 
auto and semiconductor production. Later, foreign trade 
statistics were released, which highlighted that exports 
fell sharply by 24.3% YoY in April, as the coronavirus 
outbreak dampens global demand. The weakness was 
broad-based (including autos and oil products).

asset purchases. Therefore, all three major central 
banks reiterated their intention to provide as much 
support as possible.

Despite central bankers’ efforts to calm financial 
markets and smooth asset price volatility by 
extending and expanding the range of monetary 
support, investors may face a challenging week, as 
the US administration released hawkish comments 
on China on Sunday. US Secretary of State Mike 
Pompeo said there was ‘a significant amount of 
evidence’ that the new coronavirus emerged from 
a Chinese laboratory. However, the State Secretary 
did not provide evidence. In our view, Mr. Pompeo’s 
comments, with a suggestion from the POTUS that 
he would impose tariffs on China because of the  
pandemic, do not support the recovery of global 
investor sentiment. On Friday, the April US jobs 
report will be released, which is expected to show 
an unprecedented increase in the number of jobs 
lost and a skyrocketing unemployment rate.
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LATIN AMERICA
Investor sentiment in Latin America significantly im-
proved during the week, as the vast majority of the re-
gional stock indices bounced. As a result, the Chilean 
(+10.9% in USD), Brazilian (+10.3% in USD) and Mexican 
(+9.6% in USD) benchmarks significantly gained.

In Chile, the labour market weakened, as unemployment 
rate rose to 8.7% in 1Q20, from 7.7% a year ago. Further-
more, retail sales volume sharply declined (-14.9% YoY), 
whilst industrial production slightly increased (+0.8% 
YoY) in March. 

Real GDP in Mexico declined 1.6% YoY in 1Q20, due to 
the adverse economic impact of the coronavirus out-
break. According to the details, industrial activity con-
tracted sharply, by 3.8% YoY, whilst the performance of 
the services sector decreased by 1.4% YoY in 1Q20.

President Vizcarra in Peru announced that the econom-
ic lockdown would be lifted in four monthly phases be-
tween May and August, unlocking 10% of the economy in 
each phase. The President also announced that individual 
access to private pension funds will be increased.

The Colombian central bank reduced the key policy rate 
by 50bp to 3.25%, whilst reinforcing liquidity measures. 
The Monetary Policy Council opted for further loosening 
in financial conditions, due to the expected deterioration 
in domestic economic activity. The Governor of the cen-
tral bank suggested that further easing measures could 
be in the pipeline.

AFRICA

The Egyptian Hermes index delivered one of the 
strongest returns in Africa during the week, as the 
benchmark rose 5.1% in USD. Meanwhile, the South Africa 
TOP 40 index increased 4.6% in USD.

The South African government announced that it will 
seek USD 5bn from the IMF and other multilateral lenders 
to contribute towards the USD 26.6bn (ca. 10% of GDP) 
COVID-19 economic rescue package. The IMF responded 
that South Africa is eligible to apply for up to USD 4.2bn. 
Later in the week, credit rating agency S&P lowered its 
long-term foreign-currency rating on South Africa to BB- 
from BB. S&P stated that ‘the COVID-19 health crisis will 
create additional and even more substantial headwinds 
to GDP growth, owing to a strict five-week domestic 
lockdown, the markedly weaker external demand outlook, 
and tighter credit conditions.” Moody’s also cut its 
expectation of South African economic growth to a GDP 
contraction of 6.5%. Moody’s rationale is akin to S&P, but 
adds that in the future it expects the proposed rescue 
package to weaken public finances and the government’s 
ability to support state owned firms.

Kenya’s central bank cut its benchmark lending rate 
to 7.0% from 7.25%. The bank said the change is due to 
the unfavorable economic outlook caused by COVID-19. 
Furthermore, Kenya’s central bank adjusted its March  

       
forecast of economic growth from 3.4% down to 2.3% 
YoY this year. The GDP growth projection for 2021 was 
more optimistic stipulating a rebound to 5.2% – if the virus 
containment measures ease by the second half of this 
year.

The IMF approved USD 3.4bn of emergency financial aid 
for Nigeria. The loan is to be repaid within 5 years at a 
1% interest rate. There are no usual IMF conditionalities 
attached to the financing. However, a letter requesting the 
loan, co-authored by the finance minister and governor of 
the Nigerian central bank, states an intention to achieve 
a unified exchange rate and pledges no further currency 
controls. The IMF has pushed for these reforms for many 
years because the complexity of a multiple exchange 
rate system has deterred foreign investment. In the past 
the Nigerian authorities have agreed to carry out these 
reforms, only to backtrack on the commitment. 
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THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

ADP employment change 
(Apr) Wed/06 -20.5mn

NFP employment change 
(Apr) Fri/08 -21.3mn

Unemployment rate (Apr) Fri/08 16.0%

EUROPE DATE CONSENSUS

Eurozone: Markit manufac-
turing PMI (Apr) Mon/04 33.6

UK: monetary policy deci-
sion Thu/07

ASIA PACIFIC DATE CONSENSUS

Indonesia: GDP growth 
(1Q20) YoY Tue/05 4.0%

China: Caixin services PMI 
(Apr) Thu/07 50.1

Philippines: GDP growth 
(1Q20) YoY Sat/07 2.9%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Brazil: Markit manufacturing 
PMI (Apr) Mon/04

Mexico: Markit manufactur-
ing PMI (Apr) Mon/04

Peru: monetary policy de-
cision Fri/08

AFRICA DATE CONSENSUS

Egypt: Markit PMI (Apr) Tue/05

South Africa: Standard 
Bank PMI (Apr) Wed/06 38.0

Egypt: CPI inflation (Apr) 
YoY Sun/10
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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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