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The latest jobs report in the US highlighted the 
enormous economic damage brought about by 
the coronavirus. In April, 20.5 million jobs were shed 
in the US economy, which in turn translated into a 
sharp increase in the unemployment rate, to 14.7% 
(vs. 4.4% in March). The jobless rate eclipsed the 
previous record of 10.8% registered during the Great 
Depression. The survey also showed a large number 
of workers who said they were ‘employed but absent 
from work,’ i.e. temporarily laid off, which does not 
show up in official statistics. To mitigate the longer-
term impact of the economic shutdown, some states 
have already started to reopen with restrictions (e.g. 
South Carolina, Georgia, Texas, etc.). PMIs in the 
US signalled that the economic damage in 2Q20 
would likely be larger than in the first quarter, as 
the Markit Composite PMI index (incorporating both 
manufacturing and services) fell to 27 in April, vs 
40.9.

Rising stock indices in the US are in stark contrast 
with actual economic datapoints. In our opinion, 
the phenomenon can be explained by investors’ 
confidence in the Fed and the Trump administration, 
that the economic rescue packages are large 
and comprehensive enough to see a quick and 
pronounced economic recovery in the US. New data 
releases (April retail sales and industrial production) 
this week will help sense check the market’s 
hypothesis.
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DEVELOPED

Top 3 Australia 4.59%
New Zealand 3.81%
Canada 3.56%

Bottom 3 Spain -2.82%
Ireland -2.51%
Italy -2.23%

EMERGING

Top 3 Mexico 4.54%
Peru 3.83%
South Africa 2.32%

Bottom 3 India -6.53%
Brazil -5.42%
Dubai -5.13%

FRONTIER

Top 3 Argentina 9.78%
Vietnam 6.06%
Kenya 5.04%

Bottom 3 Bahrain -2.37%
Lebanon -1.61%
Oman -1.57% 
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UNITED STATES 
 
S&P 2,930 +3.50%, 10yr Treasury 0.68% +7.13bps, HY 
Credit Index 634 -16bps, Vix 27.98 -9.21Vol

Stock indices in the US further rose, despite the dismal 
jobs April report unveiled on Friday. During the week, 
the S&P 500 rose 3.5% (YTD down 9.3%), whilst the 
Nasdaq Composite gained 6% (YTD up 1.7%). Shares 
of smaller companies, captured by the Russell 2000 
(with an average market cap of USD 2bn), significantly 
rose too, as the index gained 5.5% (reducing its YTD 
losses to 20.3%). The recent increase in US stock 
indices, in our opinion, is driven by investors’ confidence 
that the concerted efforts of the Fed and the Trump 
administration will be enough to revive the economy 
fairly soon. Meanwhile, the trade-weighted dollar index 
(DXY) strengthened 0.7% (YTD up 3.5%) and the 
Treasury curve steepened, as the 2-year yield declined 
3bp to 0.16% and the 10-year yield rose 7bp to 0.69%.   
       
       

EUROPE
 
Eurostoxx 2,908 -1.95%, German Bund -0.54% +4.90bps, 
Xover Credit Index 511 -10bps, USDEUR .922 +1.31%

Investor sentiment in European stock markets was 
risk-averse, the major indices in the Euro Area declined 
during the week: the German DAX was down 0.4%, the 
French CAC 40 decreased 1.3%, the Italian benchmark 
lost 2.2% of its value, whilst the Spanish index fell 2.8% 
(all in USD). Despite the risk-aversion on the continent, 
the UK’s FTSE 100 index rose 1.7% in USD by the end 
of the trading week. Meanwhile, longer-dated govern-
ment bond yields in the Eurozone rose (the 10-year 
German Bund yield increased 5bp to -0.54%), as risk 
premia on periphery bonds widened. As opposed to 
the German yield developments, the UK’s 10-year gov-
ernment bond yield remained largely flat, at 0.24%.

ASIA PACIFIC
 
HSCEI 9,868 -1.73%, Nikkei 20,179.09 + 3.02%, 10yr JGB 
0.00% +0bps, USDJPY 106.610 -0.16%

Investor sentiment in emerging Asian stock markets was 
mixed during the week. The Vietnamese index rose 6.1% 
in USD followed by Chinese “A,” which rose 1.1% in USD. In 
contrast, Chinese “H” shares were down 1.7% in USD.

China’s administration has been considering the option 
of not setting a numerical target for real GDP growth 
this year given the uncertainty caused by the global 
coronavirus pandemic, according to media reports. Such a 
move would provide the government additional flexibility 
in the management of the economy, is policymakers would 
not be pressured to chase an unrealistically high target 
for example by ramping up additional debt. The country’s 

National Development and Reform Commission will start 
on the 22nd May when the main agenda for economic 
policy for 2020 will be revealed.

The Philippine economy contracted for the first time 
since the Asian Financial Crisis in 1998, as real GDP in 
the declined 0.2% YoY in 1Q20 (vs. 6% in full-year 2019). 
On the demand side of the national accounts, private 
consumption rose 0.2% YoY, government spending 
growth decelerated to 7.1% YoY, whilst investment 
activity fell 4.3% YoY. Meanwhile, the production side was 
characterised by a contraction in agricultural and industrial 
activity, whilst services growth sharply slowed to 1.4% 
YoY, as transportation and hospitality services declined. 
The deterioration in economic activity is predominantly 
due to the lockdown of Luzon Island since the middle 
of March, which generates about 73% of the Philippine 
GDP. Policymakers have taken comprehensive measures 
to shore up the economy. For example, the central banks 
have reduced the key policy rate to a historical low of 
2.75% and cut the reserve requirement ratio by 200bp to 
provide additional liquidity. Meanwhile, the government 
has proposed a fiscal stimulus package worth ca. 3.3% of 
GDP, which has been deliberated in Congress.

Economic growth in Indonesia slowed to 3% YoY in 
1Q20, the slowest pace in almost two decades. The 
deceleration in private consumption growth (to 3% YoY) 
and a slowing investment activity (to 1.8% YoY) were the 
primary drivers of the unusually slow GDP growth. The 
government already provided a fiscal stimulus package 
of about 2.5% of GDP, whilst the central bank delivered 
policies to help fund the economic rescue package.

Consumer price inflation in Thailand was -3% YoY 
(negative), signalling that the Thai economy entered 
deflationary territory. The deeply deflationary number 
was mainly induced by sharply falling fuel prices. Other 
inflation components showed unusually weak price 
pressures, which could be linked to a weakness in 
domestic demand.

LATIN AMERICA
Investor sentiment in Latin American stock markets was 
mixed during the week. The Mexican (+4.5% in USD) and 
Peruvian (+3.8% in USD) stock indices rose, whilst the 
Brazilian benchmark declined (-4.3% in USD).

Brazil’s manufacturing PMI fell to 36 in April, down from 
48.4 in March. Meanwhile, services PMI sharply decreased 
in April, to 27.4, vs 34.4 in March. These readings demon-
strate the impact that the coronavirus outbreak has had 
on Brazil’s economy. Fitch Ratings acknowledged the se-
verity of the impact by lowering its outlook on Brazil’s 
credit rating to ‘negative’ from ‘stable’ and forecasting a 
GDP contraction of 4% YoY. In a separate event, Brazil’s 
central bank cut the key interest rate by 75bp to a record 
low 3%. The magnitude of the decrease surprised many, 
but policymakers stated they are prepared to cut by a 
further 75bp in June ‘to counteract the economic conse-
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quences from the COVID-19 pandemic.’

The manufacturing PMI in Mexico decreased to 35 in 
April, down from 47.9 in March. According to the writ-
ten commentary, the record low figure was due to ‘social 
distancing measures that drove factory closures and a 
collapse in demand.’ Later, Moody’s released an updated 
forecast for Mexico’s economic performance in 2020 of 
a -7%. This is a sharp decrease from the previous forecast 
of - 3.7%. 

Chile’s economic activity index declined 3.5% YoY in 
March. The decline in economic activity follows a 2.7% 
YoY increase in February. The finance minister comment-
ed that this result was expected and added that the ef-
fects of the coronavirus crisis will not be permanent. 

The Central Bank of Peru (BCRP) held its reference rate 
unchanged at 0.25%. The Monetary Policy Committee’s 
statement highlighted the members expect inflation to 
remain at the lower bound of the inflation target range 
of 1-3% over the forecast horizon. The Committee added 
that it stood ready to take all measures needed to support 
the payments system and the credit flow to the economy. 
Finally, ‘the Board considers appropriate to maintain a 
strong monetary stimulus for a prolonged period during 
which the negative effects of the pandemic persist on in-
flation and its determinants.’

AFRICA

There was no clear direction in African stock markets, 
as the indices delivered a mixed performance by the end 
of Friday. Although the Kenyan (+5% in USD) and South 
African (+2.3% in USD) benchmarks rose, the Egyptian 
Hermes index declined (-4.6% in USD).

Egypt’s non-oil private sector PMI fell to 29.7 in April 
down from 44.2 in March. According to the written 
commentary, ‘the reading signalled a severe decline in 
business condition.’ This sentiment was echoed by the 
government’s update GDP growth forecast, which was 
adjusted downwards to 2%. The finance minister also 
announced that the budget deficit could increase to 
7.8% of GDP in FY2021 (ending in June 2021), from the 
original target of 6.2%. Both forecasts are based on the 
expectation that the coronavirus crisis will continue until 
December. To ease the pressure on public funds during the 
crisis, Egypt’s parliament approved multiple new taxes. 
The taxes under the legislation include fees on petrol, 
diesel, duty-free goods, etc. A cabinet minister said that 
these taxes would be not paid by the consumer, but the 
state owned Egyptian General Petroleum Corporation. 
Later, inflation metrics were published, which reflected 
that headline CPI inflation accelerated to 5.9% YoY in 
April, whilst core inflation was 1.3% YoY. Both gauges 
remain below the central bank’s 6-12% target range.

South Africa’s PMI fell to 35.1 in April, down from 44.5 
in March. The change is credited to the strict lockdown 
measures in place throughout April. The PMI figure is 
consistent with the Treasury’s outlook on the economy, 
which stipulates that the GDP contraction caused by the 
coronavirus could be ‘anything between minus 7% up to 

12%.’ The severe economic situation caused the deputy 
finance minister to urge the central bank to directly buy 
government bonds to offset the government’s deficit. 

The Nigerian Finance minister said that the government 
is in talks to defer debt service obligations to 2021 
and beyond. She did not elaborate on whom the talks 
were with. This statement follows the announcement by 
government officials that Nigeria’s economy is forecasted 
to contract by 3.4% YoY. 

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

CPI inflation (Apr) YoY Tue/12 -0.8%

Retail sales (Apr) MoM    Fri/15 -11.7%

Industrial production (Apr) 
MoM Fri/15 -12.0%

EUROPE DATE CONSENSUS

UK: GDP growth (1Q20) 
YoY Wed/13 -2.1%

Euro Area: GDP growth 
(1Q20) YoY    Fri/15 -3.3%

ASIA PACIFIC DATE CONSENSUS

China: CPI inflation (Apr) 
YoY Tue/12 3.7%

India: industrial production 
(Mar) YoY Tue/12 -8.9%

Malaysia: GDP growth 
(1Q20) YoY Wed/13 -1.2%

China: industrial production 
(Apr) YoY Fri/15 1.5%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Brazil: retail sales (Mar) YoY Wed/13 -4.0%

Mexico: key policy rate Thu/14 5.50%

Peru: economic activity 
(Mar) YoY Fri/15

Colombia: GDP growth 
(Apr) YoY Fri/15 0.1%

AFRICA DATE CONSENSUS

Egypt: key policy rate Thu/14 9.25%

Nigeria: CPI inflation (Apr) 
YoY Fri/15 12.3%
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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


