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GLOBAL 
MARKET 
UPDATE

As we noted in the previous week’s Global Markets 
Update, geopolitics have returned to the limelight, 
again, although it has not dented global market 
sentiment significantly yet, in our opinion. On a 
forward-looking basis, we see two key themes 
unfolding: (1) governments experimenting with 
re-opening their economies, whilst attempting to 
prevent a second wave of large-scale spread of 
the coronavirus and (2) domestic and geopolitics 
in all shapes and forms hijacking headlines, such 
as the re-escalation of the US-China standoff, the 
upcoming Presidential elections in the US, unrests in 
the US or the Chinese administration’s intervention in 
Hong Kong’s legal system through the new national 
security law, which in turn risks Hong Kong’s special 
status under US law.

Later this week, the devastation of the coronavirus 
pandemic on the US’ labour market will be showcased 
by the monthly jobs report, which could show an 
unemployment rate hitting 20% in May. This would 
be highest jobless rate since the Great Depression at 
the end of 1930s.
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DEVELOPED

Top 3 Belgium 10.19%
Spain 8.00%
France 7.68%

Bottom 3 Singapore 1.27%
Denmark 1.97%
Switzerland 2.60%

EMERGING

Top 3 Brazil 9.30%
Greece 9.19%
Poland 8.34%

Bottom 3 Chile -1.99%
Pakistan -0.86%
Egypt 0.00%

FRONTIER

Top 3 Croatia 6.17%
Estonia 5.02%
Slovenia 4.70%

Bottom 3 Argentina -8.18%
Kenya -3.12%
Mauritius -0.81%
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UNITED STATES 
 
S&P 3,044 +3.01%, 10yr Treasury 0.66% -0.65bps, HY 
Credit Index 543 -58bps, Vix 27.51 -.65Vol

Investor sentiment in the US’ stock markets was 
upbeat, which in turn drove the major stock indices 
higher. Consequently, the S&P 500 rose 3%, reducing 
the YTD loss to 5.8%, whilst the Nasdaq Composite 
increased 1.8% during the week, which meant that since 
the beginning of the year, the tech-heavy index realised 
a 5.8% gain YTD until the end of Friday. In our view, the 
recent sustained upswing in the US stock markets’ is in 
contrast with the economic reality on the ground and 
may rely too much on the idea that the Fed’s large-scale 
asset purchases and liquidity injections will contribute 
to a fast economic recovery in the US. The fact that 
President Trump left the Phase One Trade Deal between 
the US and China intact on Friday also contributed 
to the positive investor sentiment. Meanwhile, in the 
Treasury curve remained broadly stable (the 2-year 
yield at 0.15%, the 10-year yield at 0.65%) and the broad 
dollar (DXY) index weakened 1.5% by the end of Friday.  
        
        

EUROPE
 
Eurostoxx 3,050 +7.01%, German Bund -0.43% +4.00bps, 
Xover Credit Index 417 -53bps, USDEUR .898 -1.88%

Stock indices in the Euro Area headed north during 
the week, as the European Union announced a larg-
er-than-expected economic rescue package in the 
amount of EUR 750bn. There were also indications that 
the North-South divide could ease, as the package could 
contain elements of solidarity across member states. By 
the end of the week, the euro strengthened 1.9% vs the 
USD, whilst major stock indices in the four largest EU 
economies rose significantly: the Spanish benchmark 
was up 8%, the French index gained 7.7%, the Italian index 
rose 7.1% and the German one increased 6.7% (all in USD). 
Meanwhile, the UK’s benchmark gained 2.6% in USD dur-
ing the week. In the fixed income space, German and 
UK government bond yields were broadly stable, whilst 
yields on the Eurozone’s periphery substantially declined.

ASIA PACIFIC
 
HSCEI 9,854 +1.48%, Nikkei 22,062.39 + 7.07%, 10yr JGB 
0.02% +0bps, USDJPY 107.620 +0.22%

Investor sentiment in Asian stock markets was 
constructive, as the vast majority of the relevant indices 
rose during the week. The Indian Nifty 50 index delivered 
one of the strongest returns by the end of Friday, as it 
rose 6.6% in USD, followed by the Philippines benchmark 
(+5.9% in USD).

The National People’s Congress (NPC), China’s legislature, 

concluded on the 28th May. The NPC mapped out the 
Chinese administration’s policy plan to support the 
post-coronavirus economic recovery. The following are 
our key takeaways:

• No numerical GDP growth target was set for 
2020

• The central government will significantly 
increase transfers to local governments and it 
will also financially support small business and 
households

• Credit flow to the economy will be further 
boosted by the central bank via various policy 
tools

• The central government wants to open up more 
sectors for foreign investment

• In Premier Li’s opinion, China and the US should 
work together to find a consensus on trade and 
other issues

The official manufacturing PMI was 50.6 in May (vs 50.8 in 
April) – indicating that industrial activity further increased 
in May compared with previous months. According to 
the detailed breakdown, actual production further rose, 
as the growth of new domestic orders accelerated. In 
contrast, new exports orders continued to very sharply 
decline. Meanwhile, the official non-manufacturing PMI 
strengthened to 53.6 (vs. 53.2 in April), painting a similar 
picture to its manufacturing counterpart. The private 
sector gauge for industrial activity was consistent with 
the official one: the Caixin manufacturing PMI increased 
to 50.7 (vs. 49.4 in April) on the higher production 
activity as domestic demand rose.

Economic activity in India remained resilient to the 
adverse impact of the lockdown and social distancing 
measures in 1Q20, when real GDP growth was 3.1% YoY. 
According to estimates, about 70% of the Indian economy 
could have been under lockdown in March – negatively 
impacting the underlying economy. From a sectoral point 
of view, agricultural output growth further accelerated 
and reached 5.9% YoY in 1Q20. Services activity rose 4.4% 
YoY, whilst industrial activity declined 0.6% YoY. Overall 
for the full year FY2020 (April 2019 to March 2020), 
India’s economy expanded 4.2%.

The central bank in South Korea further reduced the key 
policy interest rate, by 25bp to 0.50% - a new historic 
low. The monetary authority downgraded its GDP growth 
forecast to -0.2% for full-year 2020 (previously 2.1%). The 
central bank’s growth forecasts assume no second wave 
of outbreak in coronavirus cases later this year.

Vietnamese macroeconomic data in May showed signs 
of a sequential recovery, as industrial production fell 3.1% 
YoY in May improving from a 10.6% YoY decline in April.
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LATIN AMERICA
Investor sentiment in Latin America was mixed during 
the week, as some countries faced idiosyncratic chal-
lenges (such as Argentina). The Brazilian stock index rose 
8.8% in USD by the end of Friday, followed by the Colom-
bian benchmark (+5.1% in USD).

Economic activity weakened in Brazil, as real GDP fell 
0.3% YoY in 1Q20 – the first time since 2016. From a de-
mand point of view, household spending and investment 
activity declined. Meanwhile, on the supply side, industri-
al production and services activity weakened. Elsewhere, 
the condition of the Mexican economy further deteriorat-
ed, as real GDP contracted 2.3% YoY in March, bringing 
the rate of growth to -1.4% in 1Q20. Industrial and services 
activities declined, leaving agriculture as the sole positive 
contributor in the quarter. 

The Monetary Policy Committee in Colombia voted for 
a 50bp interest rate cut, bringing the key policy rate to 
2.75% – a new historic low. The decision to lower rates 
further was justified by falling inflation, a loosening labour 
market, deteriorating activity perspectives and improving 
financing conditions. As a result of the decision, real inter-
est rates on a forward-looking basis became slightly neg-
ative. The interest rate cut decision was taken to stimu-
late the Colombian economy, where unemployment rate 
climbed to 23.5% in April 2020 – the worst since 1999.

Industrial production in Chile declined 3.8% YoY in April, 
due to a fall in energy production, a decline in manufac-
turing activity and a decrease in mining output. Mean-
while, the unemployment rate rose to 9% in the period 
between February and April. 

AFRICA

Stock markets in Africa delivered a mixed performance 
during the week. By the end of Friday, the Moroccan 
index delivered the strongest performance, as it rose 2.8% 
in USD.

Egypt’s real GDP grew by 5% YoY in 1Q20, according 
to the announcement of the Planning Minister. Real GDP 
growth had been expected to expand by 5.9%, but it fell 
short due to the coronavirus outbreak. The economy is 
expected to grow 4% by the end of the fiscal year (in 
the period between July 2019 to June 2020), down from 
a projected 5.8% before the pandemic took hold, the 
Minister added.

Nigeria real GDP grew 1.9% YoY in 1Q20, down from 2.6% 
YoY in the previous quarter. The economic slowdown 
in the first quarter reflects the early signs of disruption 
stemming from the coronavirus outbreak, a sharp drop 
in global oil prices and restricted international trade. The 
output by the oil sector expanded 5.1% YoY, largely owing 
to increased crude production. Meanwhile, non-oil sector 
activity rose 1.6% YoY. According to the Finance Minister, 
economic activity could drop by as much as 8.9% in 2020 
without stimulus measures. Later during the week, the 

country’s central bank cut the key policy rate by 100bp 
to 12.5% in a surprise move, to boost the ailing economy.

The Kenya central bank maintained its benchmark 
lending rate at 7%, noting the policy measures adopted 
in March and April to tackle the effects of the coronavirus 
were having the intended effect on the economy, and are 
still being transmitted.

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

ISM manufacturing (May) Mon/01 43.7

ADP employment (May)  Wed/03 -9.5mn

Non-farm payrolls (May)   Fri/05 -8.0mn

EUROPE DATE CONSENSUS

Eurozone: retail sales (Apr) 
YoY Thu/04 -20.7%

Eurozone: ECB deposit rate 
decision   Thu/04 -0.50%

ASIA PACIFIC DATE CONSENSUS

South Korea: CPI inflation 
(May) YoY Tue/02 -0.3%

China: Caixin services PMI 
(May) Wed/03 47.3

India: Markit services PMI 
(May) Wed/03

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Chile: economic activity 
(Apr) YoY Mon/01 -11.0%

Brazil: Markit manufacturing 
PMI (May) Mon/01

Mexico: manufacturing PMI 
(May) Mon/01

AFRICA DATE CONSENSUS

South Africa: Absa manu-
facturing PMI (May) Mon/01 46.5

Egypt: Markit PMI (May) Wed/03
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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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NORTH AMERICA
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UK
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UK
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