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Federal Reserve Chairman Jerome Powell said in 
an interview that the US economy could take more 
than a year to recover from the coronavirus-induced 
shock. Mr Powell added that it was ‘reasonable’ to 
think that the unemployment rate would keep rising 
through June and begin to decrease when businesses 
reopen. The Fed Chairman cautioned that it would be 
hard for the public to be ‘fully confident’ until there is a 
vaccine for the new coronavirus. Although Congress 
has appropriated nearly USD 2.9tn so far to support 
households, businesses, health-care providers and 
state and local governments (about 14% of GDP), 
Mr. Powell called for additional spending to prevent 
long-term damage. The Fed Chair ruled out the 
introduction of negative interest rates in the US.

As the economic diary is relatively light this week 
(developed market PMIs and a couple of EM central 
bank meetings are scheduled), markets will most 
likely shift their focus towards policymakers in the 
US and China. Whilst the Democrats in the US are 
trying to wrestle Republicans to pass another round 
of large-scale economic relief package (of about 
USD 3tn), the Chinese government will meet at the 
National People’s Congress starting on Friday to 
discuss the policy agenda. Furthermore, President 
Trump’s occasional and unpredictable tweets on 
foreign policies and trade relations will draw investors’ 
attention.
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DEVELOPED

Top 3 Denmark 0.66%
Japan -1.33%
Australia -1.69%

Bottom 3 Luxembourg -8.13%
France -6.33%
Portugal -6.07%

EMERGING

Top 3 Turkey 4.92%
Pakistan 2.32%
Thailand 1.61%

Bottom 3 Mexico -6.46%
Colombia -5.84%
Chile -5.40%

FRONTIER

Top 3 Argentina 8.14%
Tunisia 3.05%
Vietnam 1.72%

Bottom 3 Lebanon -3.96%
Kenya -3.86%
Romania -3.08%
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UNITED STATES 
 
S&P 2,864 -2.26%, 10yr Treasury 0.64% -4.03bps, HY 
Credit Index 683 +49bps, Vix 31.89 +3.91Vol

Downbeat economic data releases in US (i.e. jobless 
claims, retail sales and industrial production) were 
accompanied by a deterioration in investor sentiment. 
Consequently, major stock indices finished the week in 
the red, as the S&P 500 declined 2.3%. During the week, 
the trade-weighted dollar index (DXY) strengthened 
0.7%, whilst the Treasury curve flattened, as the 10-year 
yield declined 4bp to 0.64%.      
       
       

EUROPE
 
Eurostoxx 2,771 -5.08%, German Bund -0.53% +0.60bps, 
Xover Credit Index 541 -29bps, USDEUR .925 +0.36%

Investor sentiment in European stock markets signif-
icantly worsened. During the week, the French CAC 
40 index delivered one of the weakest performances 
(-6.3% in USD). Stock indices in other major European 
economies declined as well, e.g. the German DAX de-
creasing 4.4% in USD or the UK’s FTSE 100 falling 4.2% 
in USD. The German Bund curve bear flattened, as the 
2-year yield rose 5bp to -0.73%, whilst the 10-year yield 
edged up by 1bp to -0.53%. Meanwhile, the 10-year gov-
ernment bond yield in the UK remained flat at 0.23%. 

ASIA PACIFIC
 
HSCEI 9,675 -1.96%, Nikkei 20,037.47 -1.33%, 10yr JGB 
0.00% +0bps, USDJPY 107.290 +0.64%

Emerging Asian stock markets delivered a mixed 
performance during the week. The Pakistani stock index 
outperformed the vast majority of its peers during the 
week, as it rose 2.3% in USD, followed by the Vietnamese 
index (+1.7% in USD). 

Consumer price inflation in China slowed to 3.3% YoY 
in April (from 4.3% YoY in March), as food price inflation 
eased to 14.8% YoY. Slowing food price inflation was 
primarily driven by the deceleration in pork prices and 
the deepening deflation in fruit and vegetable prices. 
Meanwhile, non-food price inflation further eased, to 0.4% 
YoY. Later, economic indicators were released, which 
showed that the normalisation of the economic activity 
in domestic China persisted in April:

• Fixed asset investments grew 0.8% YoY and 
industrial production rose 3.9% YoY, both 
emerging from contractionary territory

• Retail sales declined 7.5% YoY, a less negative 
number than in the previous months showing 
early signs of the unleashing of pent-up demand

The National People’s Congress will start on 22nd May, 
where the Chinese administration will decide on policy 
objectives and is expected to reveal further stimulus 
measures to bolster the normalisation of the economy.

In a televised address to the nation, Prime Minister Modi 
announced an economic package of about 10% of GDP. 
Measures include providing liquidity to micro, small and 
medium-sized enterprises (MSMEs), non-bank financial 
companies (NBFCs), power and real estate companies. 
The government also created instruments, such as credit 
guarantees, in an attempt to boost bank lending towards 
MSMEs and NBFCs. The economic package also includes 
measures to support farmers, migrant labour and street 
vendors. The government will primarily rely on easily 
accessible and cheap credit facilities to aid them. The 
package also includes steps to revitalise agricultural 
activities by amending the Essential Commodities Act 
(allowing trade across states more freely, allowing farmers 
to sell to various buyers, etc.). Finally, the government 
delivered a number of reform measures as well, which 
will have a favourable impact on both the short-term 
economic prospects of India as well as its medium-term 
growth potential:

• budgetary expenditures related to the rural 
employment guarantee programme will increase

• insolvency rules for MSMEs will ease

• a new privatisation strategy

• rising borrowing limits for state governments

The government’s economic relief package, amounting 
to 10% of GDP, also includes the central bank’s liquidity 
measures, which were previously announced in March 
and April.

According to the latest macroeconomic data releases, 
CPI inflation in India slightly slowed, to 5.8% YoY in 
April (from 5.9% YoY in March). Industrial production 
contracted 16.7% YoY in March, due to the lockdown 
measures. The Statistics Office pointed out that data 
collection in April was significantly constrained by the 
lockdown, and thus the latest macroeconomic datapoints 
are less accurate than usual.

Malaysia’s economic activity weakened in 1Q20, due 
to the coronavirus. As a result, real GDP growth slowed 
to 0.7% YoY, the slowest pace since the Global Financial 
Crisis. Although private consumption continued to grow 
(+6.7% YoY), investment activity sharply contracted 
(-4.6% YoY). Net exports also subtracted from headline 
growth. 

LATIN AMERICA
Risk-averse investor sentiment weighed on Latin Amer-
ican stock markets during the week. Although the Pe-
ruvian stock index fell 2.8% in USD during the week, it 
outperformed most of its regional peers. 
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Car production in Mexico declined 99% YoY in April, due 
to the coronavirus. Of the 12 car companies that currently 
have productive facilities in the country, only two showed 
activity. Auto exports exhibited a similar pattern, as the 
number of cars exported from Mexico fell 90% YoY in April. 
Meanwhile, domestic sales were down 64.5% YoY (includ-
ing cars produced domestically as well as imports). Later, 
business confidence indicators were released, which – 
consistently with auto production and sales – significant-
ly deteriorated. Confidence for manufacturing declined 
by 6.2 points to 37.4 in April (out of 100, with 50 being 
neutral). The Statistics Office announced that the month-
ly consumer confidence data releases had been cancelled 
for April and May. In an attempt to shore up the domestic 
economy, the central bank of Mexico cut the key policy 
rate by 50p to 5.50%, noting a sharp deterioration in eco-
nomic outlook. 

Chilean authorities approached the IMF for a flexible 
credit line (FCL) of USD 23.8bn. The FCL is a tool to 
help protect countries with strong macroeconomic fun-
damentals and a sound policy framework against exter-
nal shocks. The credit line intends to support the central 
bank’s monetary policy and a weak reserves position by 
boosting its access to liquidity, if necessary. The govern-
ment claims that it has no intention to utilise the FCL for 
public spending purposes. 

Real GDP growth in Colombia was 1.1% YoY in 1Q20 (vs. 
3.5% YoY in 4Q19). The preventive measures to slow the 
spread of the coronavirus strongly impacted commerce, 
transportation, manufacturing and recreation activities. 

Economic activity in Peru declined 16.3% YoY in March, 
implying a GDP contraction of about 3.4% YoY in 1Q20 
(vs. +1.8% YoY in 4Q19). The economic weakness was 
broad-based, with construction, manufacturing and hos-
pitality services the most impacted.

AFRICA

The vast majority of African stock markets declined until 
the end of Friday trading hours. The Egyptian Hermes 
index was one of the most defensive, as it fell 0.3% in USD, 
as opposed to its regional peers, e.g. the South African 
TOP 40, which declined 3.6% in USD. 

The IMF’s Executive Board approved a USD 2.77bn loan 
in the form of a rapid financing instrument (RFI) – the 
IMF’s main emergency support tool for countries needing 
financial assistance to deal with the global coronavirus 
pandemic—to help Egypt to deal with a balance-
of-payments shock stemming from the crisis. The 
government and the Fund have confirmed that they are 
in discussions regarding a stand-by arrangement (SBA). 
According to credit rating agency Fitch, fresh funding 
from the IMF will help boost investor confidence in 
Egypt as portfolio outflows from emerging markets begin 
to reverse.

Despite consumer price inflation hovering below the 
inflation target (5.9% YoY in April), the central bank in 
Egypt kept the key policy rates stable (the overnight 

deposit rate at 9.25%, whilst the lending rate at 10.25%). 
The central bank stayed put this time to keep the 
country’s financial markets (especially its sovereign debt 
market) as stable as possible. According to the Monetary 
Policy Council’s statement, the central bank will ‘support 
the recovery of economic activity.’ In a separate event, 
the latest unemployment rate figure was released. In 
April, unemployment rose to 9.2%, from 7.7% in the 
previous month. The rise in the jobless rate was due to 
the lockdown measures.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

FOMC meeting minutes Wed/20

Markit manufacturing PMI 
(May) Thu/21 38.0

EUROPE DATE CONSENSUS

UK: Markit manufacturing 
PMI (May) Thu/21 35.7

Eurozone: Markit manufac-
turing PMI (May) Fri/22 38.0

ASIA PACIFIC DATE CONSENSUS

Indonesia: key policy rate Tue/19 4.25%

Thailand: key policy rate Wed/20 0.50%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Chile: GDP growth (1Q20) 
YoY Mon/18 -0.1%

Mexico: retail sales (Mar) 
YoY Fri/22 -1.0%

AFRICA DATE CONSENSUS

South Africa: manufacturing 
(Feb) YoY Tue/19 -2.0%

South Africa: key policy rate Thu/21 3.75%
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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


