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The US jobs report for June was stronger than market 
expectations, as non-farm payrolls indicated that the 
economy added 4.8 million jobs in the month, whilst 
the unemployment rate declined to 11.1%, from 13.3%. 
Although the headline datapoints were stronger 
than for what the broad market was positioned for, 
the overall state of the US labour market remains 
in one of the weakest spots on history. We believe 
investors overlooked the facts that 31.5 million 
people were claiming unemployment benefits in 
June, whilst the level of employment was 15 million 
lower than in February – before the pandemic. 
Furthermore, it is highly likely that the headline 
unemployment rate substantially understates the 
actual extent of joblessness in the US, since to be 
classified ‘officially’ unemployed by the statistics, 
one needs to be ‘actively’ looking for work, whilst 
there is no need for that to claim unemployment 
benefits. In our opinion, it is concerning that some 
soft indicators (for example the ISM index) signal 
further weakness in the jobs market and suggest job 
shedding contraction would continue. And, the fact 
that many states have backtracked on the idea of re-
opening their economies and imposing lockdowns 
again will probably mean a delay in the start of a 
sustained recovery in employment. 

What the broader stock market in the US seems 
to ignore – for right or wrong – is the fact that we 
are still at the early stages of this crisis, which is 
different in nature than previous ones.
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DEVELOPED

Top 3 New Zealand 5.57%
United States 4.02%
Germany 3.74%

Bottom 3 Japan -1.25%
Finland -0.03%
UK 0.95%

EMERGING

Top 3 Chile 7.17%
China “A” 5.99%
Brazil 5.50%

Bottom 3 Dubai -1.20%
Russia -1.09%
Hungary -0.53%

FRONTIER

Top 3 Croatia 2.24%
Morocco 1.37%
Lithuania 1.06%

Bottom 3 Argentina -2.63%
Sri Lanka -2.01%
Nigeria -2.01%  
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UNITED STATES 
 
S&P 3,130 +4.02%, 10yr Treasury 0.67% +2.80bps, HY 
Credit Index 506 -25bps, Vix 27.68 -7.05Vol

Stock markets in the US registered strong gains by the 
end Thursday before they shut for the long weekend. 
The improvement in investor sentiment was triggered by 
stronger-than-expected data releases from the US and 
China as well as by promising news about a potential 
Covid-19 vaccine. Although the tech-heavy Nasdaq 
(+4.6% in USD), the S&P 500 (+4%) and the small cap-
biased Russell 2000 (+3.9% in USD) posted decent gains 
by the end of Thursday, the year-to-date returns of the 
three indices differ greatly with the Nasdaq up 13.8%, the 
S&P 500 down 3.1%, whilst the Russell 2000 deep in the 
red with -14.2% in USD. By the end of the trading week, 
the 2-year Treasury yield was largely flat at 0.16%, 
whilst the 10-year edged up by 3bp to 0.70%.   
        
        

EUROPE
 
Eurostoxx 3,294 +2.93%, German Bund -0.43% +5.00bps, 
Xover Credit Index 372 -36bps, USDEUR .890 -0.12%

European stock markets registered weekly gains by the 
end of the Friday trading hours. The German DAX de-
livered one of the strongest returns compared with its 
regional peers, rising 3.7% in USD. The UK’s FTSE 100 
index lagged, as it rose 1% in USD. In the fixed income 
space, German Bund yields rose, as the yield curve steep-
ened: the 2-year yield edged up 2bp to -0.68%, whilst the 
10-year yield increased 5bp to -0.43%. Meanwhile, risk 
premia on the periphery compressed, e.g. the 10-year 
Italian government bond yield declined by 4bp to 1.26%. 

ASIA PACIFIC
 
HSCEI 10,243 +3.96%, Nikkei 22,306.48 -1.25%, 10yr JGB 
0.03% +0bps, USDJPY 107.490 +0.35%

Investor sentiment in emerging Asian stock markets 
significantly improved and drove most stock indices 
higher by the end of the week. The Chinese stock market 
was among the best performers, as “A” shares gained 
6% in USD, whilst “H” shares increased 4% in USD. The 
Philippine and Malay markets performed strongly as well, 
since each rose 4% in USD during the week. 

The latest Caixin PMIs indicate that domestic economic 
activity in China further strengthened in June, as both 
manufacturing production (the PMI rose to 51.2 from 50.7) 
and services activity (the PMI increased to 58.4 from 55) 
improved. The two gauges consistently signalled that 
production rose on the back of rising domestic demand, 
whilst export orders continued to sharply contract as 
most of China’s major foreign trade partners remained in 
lockdown. In a separate event during the week, the central 
bank (PBoC) cut the rediscounting rate by 25bp to 2% 
to further reduce borrowing costs for small businesses.

Manufacturing PMI in India rose 47.2 in June (from 30.8 in 
May), indicating that industrial activity could have largely 
stabilised by the end of 2Q20. Meanwhile, although the 
services PMI improved to 33.7 in June (from 12.6 in May), 
the figure continued to signal weakness in services activity, 
due to the social distancing and lockdown measures. 

According to the latest PMIs, manufacturing activity in 
the ASEAN region could have started to stabilise in June. 
The aggregate PMI figure rose to 43.7 in June (from 35.5 in 
May), indicating that the pace of decline in manufacturing 
activity significantly moderated. At the country level, 
Vietnam (51.1) and Malaysia (51) saw an improvement in 
operating conditions and production in June. Elsewhere, 
activity in the Philippines largely stabilised (49.7), whilst 
Thailand (43.5) and Indonesia (39.1) continued to face 
headwinds.

Industrial production volume in South Korea decline 
by 9.6% YoY in May, following a 5.1% YoY decrease 
in May. The contraction was led by an ongoing drop 
in auto manufacturing, as many carmakers halted 
production to manage inventories abroad, where sales 
were meaningfully impacted by lockdowns. Electronics 
production (including semiconductors) was one of the 
very few resilient exceptions, which managed to grow 
despite the weakness in global demand.

Deflation in Thailand persisted in June, when consumer 
prices fell 1.6% YoY – for the fourth consecutive month. 
The decline in prices (compared with the previous year) 
was primarily led by a significant fall in energy prices (e.g. 
fuel). Core inflation – filtering out items with volatile prices, 
such as fuel – was -0.1% YoY, suggesting that domestic 
demand could have remained weak in June.

LATIN AMERICA
Stock markets in Latin America benefitted from the im-
provement in global investor sentiment. The Chilean and 
Brazilian stock markets were among the best performers 
within the region, as they rose 7.2% and 5.5% in USD, re-
spectively.

Industrial production in Brazil contracted 21.9% YoY in 
May, an improvement from the -27.2% YoY seen in April. 
As the June PMI climbed over 50, to 51.6 in June, actual in-
dustrial activity will most likely further improve in the last 
month of 2Q20. Meanwhile, the services PMI remained in 

Therefore, we arrive at the conclusion that the eco-
nomic headwinds and longer-term structural shifts 
that may shape specific industries (with hospital-
ity and transportation being some of the obvious 
examples) are not being taken into account by the 
market. 
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the doldrums, at 35.9 in June – signalling further weak-
ness across service providers in Brazil. 

The Brazilian lower house postponed regional elections 
by a month, to the 15th November and the run-offs for the 
29th November. In a separate event, the Supreme Court 
extended investigations over fake news propagations by 
groups aligned with President Bolsonaro for another 180 
days, whilst the investigation on alleged interference with 
policy investigations was extended by 30 days. 

The monthly GDP index in Chile declined by 15.3% YoY in 
May, following a 14.1% YoY decline in April. The economic 
weakness was largely brought about by non-mining ac-
tivity, since mining activity continued posted moderate 
growth in May. 

By cutting the key policy rate 25bp to 2.50%, the nominal 
interest rate in Colombia was taken to a new historical 
low by the central bank. Although every member of the 
Monetary Policy Committee voted for a rate reduction, 
the magnitude of the move was not a unanimous deci-
sion, as two members out of the 7-member Committee 
wanted to opt for a greater cut. The Governor indicated 
that further rate reduction(s) are conditional on the evo-
lution of the Colombian macroeconomic landscape.

AFRICA

A more positive investor sentiment benefitted most 
African stock markets during the week. The South 
African TOP 40 index registered one of the largest gains 
by the end of Friday, as it rose 2.8% in USD. The Top 40 
was followed by the Moroccan country benchmark, which 
gained 1.3% in USD.

The recession in South Africa deepened in 1Q20, as 
GDP contracted 2% in annualised terms, following a 1.4% 
decline in the previous quarter. Energy shortages and 
the introduction of lockdown restrictions towards the 
end of March were the main drivers of a deepening drop 
in the quarter. The mining, manufacturing, utilities and 
construction sectors experienced very steep declines in 
activity, whilst services output positively contributed to 
overall GDP growth in 1Q20. The latest PMI suggests (42.5 
in June) that the economic slump in South Africa further 
deepened in 2Q20.

Despite the threat of the coronavirus pandemic, the 
slowdown in Kenya’s real GDP growth was not too 
pronounced in 1Q20, as it reached 4.9% YoY vs. 5.5% YoY 
in the previous quarter. The deceleration in GDP growth 
was due to the combination of slowing global demand and 
weakening domestic activity across a range of sectors, 
such as transportation, accommodation and restaurant 
services, which are linked to international tourism. On the 
other hand, agricultural activity strengthened, to a six-
quarter high, despite heavy rainfalls and flooding. Looking 
forward, economic activity could have further weakened 
in 2Q20, as PMIs were well below the 50-mark throughout 
the quarter.

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

Markit services PMI (Jun) Mon/06 47.0

PPI inflation (Jun) YoY Fri/10 -0.2%

EUROPE DATE CONSENSUS

Eurozone: retail sales 
(May) YoY Mon/06 -6.5%

UK: Markit/CIPS construc-
tion PMI (Jun)  Mon/06 46.0

ASIA PACIFIC DATE CONSENSUS

Malaysia: key policy rate 
decision Tue/07 1.75%

China: CPI inflation (Jun) 
YoY Thu/09 2.5%

India: industrial production 
(May) YoY Wed/07 -38.0%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Brazil: retail sales (May) 
YoY Wed/08 -13.5%

Mexico: industrial produc-
tion (May) YoY Fri/10 -26.3%

Peru: key policy rate de-
cision Fri/10 0.25%

AFRICA DATE CONSENSUS

South Africa: manufactur-
ing (Apr) YoY Thu/09 -46.6%

Egypt: CPI inflation (Jun) 
YoY Thu/09
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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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