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MARKET 
UPDATE

The latest world trade figures for March showed a 
pronounced decline in world trade volumes, as they 
fell 4.3% YoY, according to the CPB’s latest World 
Trade Monitor report. From a regional breakdown, 
the decline was the sharpest in the Eurozone (-9% 
YoY; including both intra- and extra-Eurozone 
foreign trade). Elsewhere, foreign trade volumes 
decreased 5.2% YoY in the US and 0.5% YoY in China. 
Unsurprisingly, global industrial production volume 
weakened as well – falling 4.7% YoY in March. On a 
forward-looking basis, we might see dreadful world 
foreign trade data in 2Q20, as the number of idle 
container ships has been rising throughout May. 

On the global political front, there is a lot going 
on, again. At a meeting of mainland China’s National 
People’s Congress last week, authorities said they 
would go around Hong Kong’s own legislature and 
draft measures against secession, foreign influence 
and terrorism via additions to the territory’s 
constitution. In response to China’s declaration, 
thousands protested in Hong Kong against China’s 
interventionist approach. Furthermore, the tensions 
between the US and China continued to boil, as China 
denounced a recent move by the US to blacklist 
certain Chinese entities. In our opinion, markets’ 
focus could shift from the coronavirus’ implications 
towards geopolitics in the near term.
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DEVELOPED

Top 3 Ireland 7.88%
Finland 7.44%
Portugal 6.94%

Bottom 3 Singapore -0.78%
Austria 0.59%
Japan 1.49%

EMERGING

Top 3 Brazil 10.79%
Russia 7.24%
South Africa 6.07%

Bottom 3 Hong Kong -3.70%
China “H” -2.62%
China “A” -2.29%

FRONTIER

Top 3 Sri Lanka 9.11%
Romania 5.86%
Nigeria 5.14%

Bottom 3 Lebanon -4.11%
Jordan -1.99%
Oman -0.39%
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UNITED STATES 
 
S&P 2,955 +3.20%, 10yr Treasury 0.66% +1.63bps, HY 
Credit Index 610 -62bps, Vix 28.16 -3.73Vol

The domestic news flow became a bit more positive in 
the US (e.g. some states easing lockdown restrictions 
fostering hopes about an economic recovery) – just 
enough to cement weekly gains on Friday. Consequently, 
most stock indices finished the week on a positive 
note: the S&P 500 rose 3.2%, the Nasdaq Composite 
gained 3.4%, whilst the Russell 2000 increased 7.8%. US 
corporate bonds had a strong week as well. Spreads on 
these assets somewhat tightened indicating that Fed’s 
stimulus measures to ease market strains have been 
working, whilst investors might expect economic activity 
in the US’ to normalise sooner rather than later. The 
trade-weighted DXY index declined 0.5% during the 
week, whilst the US Treasury remained broadly stable 
(the 10-year yield was 0.67% at the end of the week). 		
								      
								      

EUROPE
 
Eurostoxx 2,971 +5.65%, German Bund -0.49% +4.40bps, 
Xover Credit Index 479 -60bps, USDEUR .918 -0.75%

Stock indices in Europe headed north during the week 
– implying that stock investors could have taken the view 
that the European economies are through the worst. In 
this context, the German Dax index delivered one of the 
strongest returns until the end of Friday trading hours, 
as the index rose 6.6% in USD. Yield movements in the 
Euro Area’s sovereign bond market indicate that in-
vestors’ see an improvement in the economy’s growth 
prospects, as risk premia on the periphery compressed 
(e.g. the yield on the 10-year Italian bond declined 
27bp, whilst the 10-year German Bund yield rose 4bp).

ASIA PACIFIC
 
HSCEI 9,466 -2.62%, Nikkei 20,741.65 +1.49%, 10yr JGB 
0.00% 0bps, USDJPY 107.720 +0.26%

Emerging Asian stock markets were a mixed bag. By the 
end of Friday, the Vietnamese (+3.5% in USD), the Thai 
(+2.3% in USD) and the Indonesian (+1.9% in USD) indices 
were among the best performers within the region. Stock 
indices in China declined by the end of Friday trading 
hours, due to the renewal of the US-China tensions and 
the announcement by Chinese authorities that they 
intend to intervene in Hong Kong’s legal system.

Chinese premier Li Keqiang presented the government’s 
report for 2020 at the National People’s Congress (NPC, 
the legislature). The decision not to set a real GDP target 
for the first time in two decades was one of the key 
announcements. In place of the GDP target was a strong 
emphasis on the job creation (at least 9mn in urban areas), 

reducing poverty and thus promoting social stability. The 
quota for special local government bonds was also raised 
in an attempt to boost public infrastructure investments 
(e.g. 5G network, charging facilities for new-energy autos, 
transportation, water conservancy, etc.). Commitments in 
terms of fiscal stimulus policies were relatively modest, 
as the authorities estimate the fiscal deficit to be 3.6% of 
GDP this year. The government promised to take further 
reform steps towards a more market-driven economy 
with enhanced innovation capacity. Policymakers 
signalled that they are not in a rush to sharply ramp up 
additional debt to boost the economy, as they plan to 
stick to a financially more prudent approach.

The central bank of India (RBI) cut the benchmark policy 
rate by 40bp to a twenty-year low of 4%. The rate cut 
itself was unsurprising, but the timing of the decision was 
The RBI extended the three-month loan moratorium by 
another three months to August. 

A 25bp rate cut by the central bank of Thailand took 
the key policy rate to a record low of 0.50%. The latest 
reduction in interest rates is the third made by the 
monetary authority in 2020 in response to the coronavirus 
pandemic. The MPC said that it remained willing to use 
‘additional appropriate monetary policy tools’ to support 
the economy in the coming months.

Indonesia recorded a current account deficit to GDP 
ratio of 1.4% in 1Q20 with the foreign trade in goods 
balance staying in surplus. Import compression on the 
back of slowing economic activity was the main reason 
for the improvement. According to the central bank of 
Indonesia, the current account to GDP ratio could be 
-2.0% for the year.

LATIN AMERICA
Investor sentiment significantly improved in Latin Amer-
ica, where the vast majority of the stock indices gained 
during the week. By the end of Friday, Brazil’s benchmark 
rose 10.9% in USD, outperforming its regional peers. The 
Brazilian index was followed by the Mexican (+5.9% in 
USD) and the Chilean (+5.5% in USD) indices.

The Deputy Governor of Mexico’s central bank saw fur-
ther rate cuts in the pipeline and claimed that the end of 
the easing cycle has not been reached yet. The Deputy 
refrained from predicting the shape of the economic re-
covery, due to the high degree of uncertainty that char-
acterises both the external and the domestic macroeco-
nomic landscape. The key policy rate in Mexico currently 
stands at 5.50%, down from 7% at the beginning of this 
year.

According to the monthly economic activity metrics, 
Colombia’s GDP declined 4.9% YoY in March following 
strong growth in January and February. The degree of 
decline in activity looks sharp given that there was only 
one week of voluntary lockdown and another week in to-
tal lockdown in March. 
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Real GDP in Peru contracted 3.4% YoY in 1Q20 (down 
from +1.8% YoY in 4Q19), due to weakening domestic 
demand. Household spending declined 4.9% YoY, whilst 
investment activity shrank 19.6% YoY. In contrast, public 
spending rose 8.4% YoY. Meanwhile, Peru’s current ac-
count deficit was as narrow as 1.4% of GDP, whilst net 
FDI was 3.1% of GDP in 1Q20.

Despite the economic challenges posed by the coro-
navirus, economic growth in Chile remained positive in 
1Q20, when real GDP growth was 0.4% YoY. During the 
quarter, household spending declined 2.2% YoY, whilst in-
vestment activity weakened 0.4% YoY. Meanwhile, contri-
bution of net exports to overall GDP growth was +3ppt. 

Argentina defaulted on sovereign debt for the ninth time 
in its history. The country officially entered into default on 
Friday after failing to make a USD 500mn interest pay-
ment on foreign debt. The default is Argentina’s third this 
century as the government of President Alberto Fernán-
dez did not reach a deal with bondholders to restructure 
about USD 65bn in foreign debt.

AFRICA

The South African TOP 40 stock index gained 6.1% in 
USD, outperforming its regional peers by the end of Friday. 
The index was followed by the Nigerian benchmark (+5.1% 
in USD) and the Moroccan index (+2.8% in USD).

The Egyptian government successfully completed a 
three-tranche Eurobond offering totalling USD 5bn on 
the 21st May. The issue was Egypt’s largest to date and 
was oversubscribed (over USD 12bn in total), allowing the 
arrangers to increase the order size from the original USD 
3bn‑4bn to a larger issue and a longer maturity.

The World Bank approved funding in the amount of USD 
43mn for Kenya to help fight the return of locust swarms 
(called the Emergency Locust Response Programme). 
Locust swarms are currently spreading and could peak 
in June or July, key months in the farm calendar, causing 
heavy crop losses and food insecurity. The World Bank 
hopes that the new programme would mitigate the 
damages. In a separate event, the World Bank approved 
a USD 1bn concessional loan for Kenya, in the form of 
direct budgetary support, to help to deal with the impact 
of the coronavirus pandemic and rebuild fiscal buffers. 
The fund disbursements by the World Bank follow the 
IMF’s USD 739mn aid earlier in May.

Delayed production data for February show strong 
growth in mining (+7.5% YoY), soft growth in retailing 
(+2% YoY) and a contraction in manufacturing (-2.1% 
YoY), according to Statistics Office on the 19-20th May, 
but the figures largely predate the global coronavirus 
pandemic. In a separate event, the central bank of South 
Africa further cut the key policy rate by 50bp to 3.75%. 
Rate cuts this year now total 275bp. The Monetary Policy 
Council expects lower rates to support the economy by 
mitigating the damage caused by the coronavirus and to 
foster economic recovery.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

GDP growth (1Q20) annu-
alised Thu/28 -4.8%

PCE deflator (Apr) YoY    Fri/29 0.5%

EUROPE DATE CONSENSUS

Euro Area: CPI inflation 
(May) YoY Fri/29 0.1%

ASIA PACIFIC DATE CONSENSUS

Vietnam: monthly macro 
data (May) Sun/31

Taiwan: GDP growth (1Q20) 
YoY Thu/28 1.5%

South Korea: key policy rate Thu/28 0.50%

India: GDP growth (1Q20) 
YoY Fri/29 1.2%

China: official manufactur-
ing PMI (May) Sun/31 51.0

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: real GDP growth 
(1Q20) YoY Tue/26 -1.6%

Brazil: real GDP growth 
(1Q20) YoY Fri/29 -0.3%

Colombia: key policy rate Fri/29 2.75%

AFRICA DATE CONSENSUS

Kenya: key policy rate Wed/27 6.75%

Nigeria: key policy rate Thu/28 13.50%

According to the Finance Minister, the Nigerian economy 
could shrink as much as 8.9% and in 2020 in a worst-
case scenario without stimulus. The Nigerian government 
has been in talks with the World Bank for an economic 
relief package (worth about USD 1.5bn), which could be 
disbursed by September. Later, inflation metrics were 
released, which showed that annual inflation in Nigeria 
rose for the eighth straight month in April, to 12.3% YoY, 
lifted by higher food prices inflation (15% YoY). 
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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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