
 I  1alquity.com

GLOBAL 
MARKET 
UPDATE

In response to China’s security crackdown in Hong Kong, 
France and Germany have proposed new retaliation 
measures to the EU. These new measures include 
granting political refuge for activists, offering additional 
scholarships for Hong Kong students and also banning 
the export of police equipment such as tear gas. 

Since Hong Kong’s security law was enacted, Canada 
and Australia have suspended their extradition treaties 
with Hong Kong. Whilst Australia has also offered to 
extend visas to Hong Kong residents by five years - 
providing a pathway to permanent residency for up to 
10,000 people. In a similar vein, the UK has promised to 
offer nearly 3 million Hong Kong residents with British 
national overseas status. It’s clear that international 
relations with Beijing have worsened in recent weeks, 
with western democracies demonstrating a more unified 
response to China. We continue to remain cognisant of 
the increasing political risks in the region. 

Meanwhile, mainland indices in China rallied last week 
after a state-run publication praised the country’s 
economic recovery and endorsed the rally in equities. 
This sent the benchmark Shanghai Composite Index to 
a two-year high.      
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Relations wane between 
Beijing and the West 
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DEVELOPED

Top 3 Luxembourg 2.59%
Sweden 2.20%
Denmark 2.00%

Bottom 3 Australia -2.26%
New Zealand -0.90%
Spain -0.60%   

EMERGING

Top 3 China A 8.34%
South Africa 3.54%
Brazil 3.19% 

Bottom 3 Mexico -4.40%
Greece -3.39%
Chile -3.03%  

FRONTIER

Top 3 Argentina 7.06%
Vietnam 2.93%
Lebanon 2.66%  

Bottom 3 Kenya -2.74%
Romania -2.20%
Kazakhstan -1.18%  
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UNITED STATES 
The US stock market edged higher late in the week, with 
the S&P rising 1.76% and the NASDAQ rising 4.01%. USD 
weakened slightly with the dollar index falling 0.54%. By 
the end of the trading week, the 2-year Treasury yield was 
largely flat at 0.15%, whilst the 10-year yield fell to 0.63%.

EUROPE 
Most European markets moved slightly over the week: 
France (-0.22%), Germany (+1.36%), Italy (+0.72%), 
Spain (-0.6%), UK (+0.25%). The 10-year German sov-
ereign yield finished the week at -0.46% (-3 bps) while 
the UK 10-year Gilts ended the week at 0.17% (-3 bps).

ASIA 
The MSCI Asia Ex. Japan index rose 3.56% in 
USD over the week, being the largest risers, the 
China A shares (+8.34%), followed by Hong Kong 
(+2.90%), Pakistan (+3.17%) and Vietnam (+2.93%). 

In India, the government held back the release of 
complete industrial production data for May. However, 
the index numbers released from the ministry of statistics 
showed that industrial production contracted by 34.7% 
in May. This, compared to a contraction of 57.6% in 
April, indicates a gradual pickup in industrial activity.   

Consumer price inflation in China accelerated marginally, 
to 2.5% YoY in June. The disinflation trend seen in May 
came to a halt, since pork meat and fresh vegetable 
shortages contributed to the higher headline gauge. 
Food prices stayed elevated due to the tighter supply of 
meat following the suspension of imports from countries, 
whilst the vegetable supply was negatively impacted 
by the heavy rains. Meanwhile, producer price inflation 
remained in the negative territory, as it was -3% YoY in 
June. Producer price deflation persisted, since crude oil 
prices remained depressed in June relative to a year ago.

The central bank of Malaysia reduced the key policy rate 
by 25bp to 1.75%, 125bp in total since the beginning of the 
year. The Monetary Policy Council concluded that to sustain 
the economic recovery would likely call for additional 
financial loosening in the coming months, as risks could 
arise from the deterioration of labour market conditions. 

By opting for a 100bp interest rate cut, the central 
bank of Sri Lanka lowered the key policy rate to 
4.50%. The monetary authority deemed that rate 
reduction appropriate, since the domestic economy 
was significantly damaged by the lockdown measures. 

LATIN AMERICA
Latin America indices were mixed over the week with 
Chile closing negative (-3.03%), Brazil rising (+3.07%), 
Peru up (+0.61%), Mexico falling sharply (-4.40%) and 
Argentina up substantially (+7.06%).

Retail sales volume in Brazil declined 7.2% YoY in May. 
Although the volume of sales was significantly lower than 
a year ago, compared with April, retail sales exhibited 
some recovery, as it rose 13.9% relative to the previous 
month – suggesting the start of a recovery period. 

On Monday, 6th July, it was announced that President 
Bolsonaro once again had himself tested for Covid-19, af-
ter showing symptoms. On Tuesday, the test results came 
back positive. Brazil’s President claimed that he was get-
ting treated with hydroxychloroquine – despite the lack 
of scientific evidence, which would underscore the drug’s 
effectiveness. Assuming that the President makes a full 
and quick recovery, it is very unlikely that his manage-
ment of the national epidemic would change. If the pres-
ident (unexpectedly) does not make a recovery, power 
would pass to the vice-president.  

Mexican IP unexpectedly plummeted by a record in May 
as Latin America’s second largest economy faces its 
deepest contraction in almost a century - a contraction 
this large was not expected. Production fell 30.7% in May 
compared with the same time  last year, the national sta-
tistics institute reported.  This was larger than the previ-
ous record of 29.3% plunge in April, hence the month on 
month decline was 1.8%.

Peru’s central bank held its benchmark lending rate at 
a record low of 0.25% for a third month as expected to 
support borrowing after a virus induced lockdown sent 
the economy into a crisis and left companies scrambling 
for credit. A staggered reopening of the economy is go-
ing ahead even as the government struggles to control 
the outbreak. This is to limit the already known expecta-
tion that Peru is likely to suffer its largest economic con-
traction in a century.
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AFRICA

African markets were mixed over the week. Egypt 
(+2.65%) and South Africa (+3.54%) led the pack, while 
Kenya (-2.74%) and Morocco (-0.25%) lagged.  

Consumer confidence in South Africa decreased to 
a 35-year low in 2Q20, sinking deeper into negative 
territory as the coronavirus pandemic damaged the 
economy. The index slumped to -33 points in the quarter 
after registering -9 points in 1Q20. According to the 
written commentary, ‘millions of workers were placed on 
unpaid leave or reduced pay’ or even made redundant. 
Later, manufacturing production data was released, 
which showed that manufacturing activity halved in 
April compared with the level of output a year ago. The 
severity of the decline was primarily due to the stringent 
lockdown measures imposed by the government.

Inflation in Egypt picked up in June and reached 
5.6% YoY, up from 4.7% YoY in May. The acceleration 
in headline inflation was linked to the alcohol and 
tobacco price increase, whilst annual food price deflation 
reversed. Although inflation sped up from May to June, 
the headline gauge remains well below the midpoint of 
the central bank’s inflation target, which is 9%.

Morocco’s GDP contracted 13.8% YoY in 2Q20, following 
a moderate 0.3% YoY increase in 1Q20. The sharp 
decline in 2Q20 was due to the severe negative effects 
of the coronavirus and the related stringent lockdown 
measures – both home and abroad. The contraction was 
in large part due to an 18% drop in international demand 
for Moroccan products, leading to a slump in exports 
from leading sectors such as the automotive and textile 
industries, whilst domestic demand was less badly hit. 
Later, Morocco’s government reviewed and updated 
the economic assumptions for the 2020 budget. The 
cabinet now expects real GDP to decline 5% in 2020 
and foresees the budget deficit at 7.5% of GDP this year. 
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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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