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The title is paraphrasing Jerome Powell, the Chair of the 
Federal Reserve (Fed), who painted a sobering picture of 
the US’s economic prospects on Wednesday. According 
to the Fed’s latest economic forecast, real GDP could 
contract by as much as 6.5% this year followed by a 
recovery in 2021, when economic growth could reach 5%. 
In practice this means that the US’ GDP would not return 
to the pre-pandemic level before 2022 at the earliest – 
provided the Fed’s underlying assumptions are realistic. 
Mr Powell sent a very powerful message by stating that 
the FOMC unanimously sees the current Fed funds rate 
range of 0-0.25% stable by the end of 2021 (‘We’re not 
even thinking about thinking about raising rates’), whilst 
monthly asset purchases will continue as long as needed 
to ensure the orderly functioning of financial markets 
and to minimise the long-lasting negative impact of 
the coronavirus. In response to the Fed Chair’s remarks, 
President Trump’s tweeted that the Fed ‘is wrong so 
often.’ In the POTUS’ view the third quarter will be ‘very 
good’ and the fourth quarter will be ‘great.’ Although 
the President himself was openly displeased with the 
Fed, his administration’s economic advisor, Lawrence 
Kudlow, struck a more constructive tone, when he stated 
that it would be difficult for the Fed to offer a more 
accommodative policy stance.

This week, retail sales and industrial production data will 
be released in the US, which should provide some insights 
how economic activity in the world’s largest economy 
evolved in May. Elsewhere, the Bank of Japan and the 
Bank of England are scheduled to decide on interest rates 
and asset purchases, whilst the Fed Chair will deliver his 
semi-annual monetary policy report to Congress.
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DEVELOPED

Top 3 Japan -0.40%
Denmark -1.36%
Singapore -2.50%

Bottom 3 Sweden -8.73%
Ireland -7.90%
Spain -7.82%  

EMERGING

Top 3 Dubai 3.13%
Egypt 1.88%
Pakistan 0.21% 

Bottom 3 Colombia -9.69%
Mexico -6.63%
Greece -5.82%  

FRONTIER

Top 3 Kenya 2.66%
Sri Lanka 2.10%
Mauritius 1.97%  

Bottom 3 Argentina -4.34%
Kazahkstan -3.04%
Vietnam -2.31%  
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UNITED STATES 
 
S&P 3,041 -4.48%, 10yr Treasury 0.70% -1.90bps, HY 
Credit Index 509.35 +76.75bps, Vix 36.09 11.57Vol

Investor sentiment significantly deteriorated during the 
week and weighed on the major indices in the US as a 
result of the gloomy economic outlook presented by the 
Federal Reserve. As a result, the S&P 500 declined 4.8%, 
whilst the small cap-biased Russell 2000 index fell 7.9% 
by the end of Friday. In contrast, the tech-heavy Nas-
daq behaved more defensively, as the index decreased 
2.3%. Although the dollar consistently weakened against 
both developed and emerging market currencies until 
Wednesday, the trend reversed post the FOMC meeting 
on Wednesday, which led to a stronger DXY index by 
the end of Friday. In this environment, the short-end of 
the Treasury curve remained stable (the 2-year yield was 
0.18%), whilst the belly and the back-end of the curve sig-
nificantly declined (the 5-year fell 14bp to 0.31%, whilst the 
10-year declined 19bp to 0.66% until the end of Friday). 

EUROPE
 
Eurostoxx 3,153 -7.27%, German Bund -0.44% -1.60bps, 
Xover Credit Index 397.92 57.54, USDEUR .89 +0.49%

Investor sentiment and asset price movements in Eu-
rope resembled their American counterparts during the 
week. Most major stock indices declined by the end of 
Friday with the German DAX index delivering one of the 
weakest weekly returns (-7.5% in USD). The risk-averse 
investor sentiment drove German Bund yields low-
er, whilst the curve flattened (the 2-year yield fell 7bp 
to -0.67%, whilst the 10-year declined 16bp to -0.44%). 
In contrast, risk premia on periphery bonds (such as 
the Italian or the Spanish) widened during the week.

ASIA PACIFIC
 
HSCEI 9,832 -2.30%, Nikkei 22,305 -0.40%, 10yr JGB 
0.01% -0.40bps, USDJPY 107.50 -2.05%

The risk-averse investor sentiment spilt over from the 
US to Asia post the FOMC meeting, although the impact 
on the regional stock indices was limited. Despite 
the reduced appetite for risk, frontier market indices 
(such as the Bangladeshi or Pakistani ones) managed 
to squeeze out positive returns by the end of Friday. 

Inflation in China was slower than expected, as both 
consumer price inflation meaningfully slowed (2.4% YoY 
in May), and producer price deflation further deepened 
(-3.7% YoY in May). The slowdown in consumer price 
inflation was predominantly driven by easing food price 
inflation. Meanwhile, deepening producer price deflation 
was a function of commodity price fluctuations as well 
as a reflection of weaker external demand. Meanwhile, 
broad M2 money supply rose 11.1% YoY in May, indicating 

that the concerted efforts of the central bank and the 
government to boost credit flow to the economy has 
been exerting their favourable effect, which in turn will 
contribute to the further strengthening of the domestic 
economic activity.

Bangladesh’s exports amounted to USD 1.5bn in May, 
which means a sharp decline of 61.6% YoY, following a 
contraction of 82.9% YoY in April. The unprecedented 
weakness in foreign trade is primarily a result of 
deteriorating external demand.

Imran Khan, the Prime Minister of Pakistan signed the 
Budget bill for FY2020-21 after the cabinet’s approval. 
The bill foresees the budget deficit at 9.1% of GDP in 
FY2020 (ending in June 2020) and at 7% of GDP in 
FY2021 (ending in June 2021). Despite the – expected – low 
growth environment and the absence of new tax levies, 
the government expects total revenues to significantly 
grow, by 1.6ppt to 15.9% of GDP, whilst expenditures are 
not expected to meaningfully decline in FY2021.

LATIN AMERICA
Latin American stock markets nosedived as a result of 
the FOMC meeting on Wednesday. Therefore, regional 
indices finished the week in the red. The Peruvian (-3.2% 
in USD) and the Brazilian (-3.8% in USD) stock indices 
were the least affected by the shift in risk appetite relative 
to their regional peers.

Industrial production in Mexico fell 29.3% YoY in April, 
due to a broad-based weakness in activities brought 
about by the covid-related lockdown. Construction and 
manufacturing activities were impacted to the greatest 
extent in April.

As a consequence of the nationwide lockdown in Co-
lombia, most business operations had to shut down for 
the entire month in April to contain the spread of the 
coronavirus. Therefore, retail sales volume in Colombia 
declined 42.9% YoY in April (following a 4.8% YoY con-
traction in March). Retail sales activity excluding fuel and 
car sales showed a less negative pattern, as the narrower 
indicator fell 10.7% YoY. Meanwhile, industrial production 
deteriorated 35.8% YoY in April. The weakness within in-
dustrial segments were uneven, since most food-related 
industrial activities expanded. In contrast, vehicle produc-
tion declined 99.8% YoY.

The central bank of Peru left the key policy rate sta-
ble at 0.25%. The Monetary Policy Council’s official 
statement highlighted the weakness in domestic de-
mand and concluded that inflation could be stuck at 
the lower end or below the central bank’s target range 
(1-3%) for a prolonged period of time without the main-
tenance of an accommodative monetary policy stance.



 I  3alquity.com

AFRICA

By the end of Friday, the South African TOP40 index 
declined 3.3% in USD as the index was significantly 
influenced by the change in global investor sentiment 
post the FOMC meeting on Wednesday. In contrast, the 
Kenya (+3.4% in USD) and Egyptian (+1.9% in USD) indices 
gained by the end of Friday.

South Africa’s manufacturing output fell 5.4% YoY in 
March, after contracting by 2.3% in February. March was 
the tenth month in a row, when manufacturing activity 
shrank, even before the full impact of the lockdown. 

Nigeria’s merchandise trade deficit amounted to USD 
358mn in 1Q20. Although the trade deficit narrowed 
compared with the previous quarter, it is still in sharp 
contrast with a sizeable trade surplus in 1Q19. The foreign 
trade activity in 1Q20 significantly declined since the 
government restricted vessels not carrying essentials 
from docking at Nigeria seaports to limit the spread of 
the coronavirus. Furthermore, collapsing crude oil prices 
also contributed to the foreign trade gap via a drop in the 
value of exports.

Consumer price inflation in Egypt remained benign in 
May, as the headline CPI inflation slowed to 4.7% YoY 
(from 5.9% YoY in April). The core inflation gauge (which 
strips out the impact of volatile components, for example 
energy prices) followed a similar pattern, as the indicator 
eased to 1.5% YoY in May (from 2.5% YoY in April). The 
deceleration in both indices was primarily due to a decline 
in food prices. The May readings were well below the 
central bank’s 9% inflation target.

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

Retail sales (May) MoM Tu/16 8,0%

Industrial production 
(May) MoM Tu/16 3,0%

EUROPE DATE CONSENSUS

Eurozone: CPI inflation 
(May) YoY Wed/17 0,1%

UK: BoE key policy rate Thu/18 0,1%

ASIA PACIFIC DATE CONSENSUS

India: trade balance (May) 
USD bn Mon/15 -7,1

Indonesia: key policy rate Th/18 4,25%

Taiwan: key policy rate Th/18 1,00%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Peru: economic activity 
(Apr) YoY Mon/15 -15,4%

Brazil: key policy rate Wed/17 2,25%

Brazil: economic activity 
(Apr) YoY Th/18 -15,3%

AFRICA DATE CONSENSUS

Nigeria: CPI inflation (May) 
YoY Mon/15

Egypt: trade balance 
(Apr) Th/18
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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 & UK
Benoit Ribaud
+44 207 5577 862
benoit.ribaud@alquity.com

MIDDLE EAST, ASIA & UK
Suresh Mistry
+44 207 5577 854
suresh.mistry@alquity.com

LATIN AMERICA
Cyn Cano
+44 207 5577 871
cyn.cano@alquity.com


