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There was a striking decoupling between European 
and US PMIs in August. The IHS Markit Composite 
PMI rose to 54.7 (from 50.3 in July), whilst the 
Composite PMI for the Eurozone declined to 51.6 
(vs 54.9 in July). Both manufacturing and services 
activities contributed to the improvement in the US, 
suggesting the economy is on the mend from the 
pandemic-induced recession. Meanwhile, the drop 
in the Eurozone’s indicator was primarily brought 
about by a substantial loss of growth momentum in 
the services sector – which coincides with our view 
that the economic recovery is unlikely to be a smooth 
and clean-cut V in the region. 

Although the message by the latest PMI print in the 
US was optimistic, the tone of the Federal Reserve’s 
latest minutes was quite sobering. The commentary 
foresaw a prolonged period of economic weakness, 
where inflation is persistently below target. The 
FOMC emphasised that the Fed funds rate will 
remain where it currently is throughout 2021, maybe 
even longer.

The Republican’s four-day national convention starts 
today, where President Trump is expected to speak 
every day. The Fed’s annual two-day economic 
symposium, traditionally held in Jackson Hole, 
starts Thursday. Investors will closely follow the 
Republican’s convention and will also be on the look-
out for any indications how the Fed may (or may 
not) change its monetary policy toolkit.
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DEVELOPED

Top 3 New Zealand 2.99%
United States 0.72%
Canada 0.33%

Bottom 3 Belgium -4.07%
Norway -3.40%
Spain -3.00%

EMERGING

Top 3 Dubai 3.72%
Abu Dhabi 3.57%
Turkey 3.44%

Bottom 3 South Korea -4.79%
Russia -4.78%
Thailand -3.57%

FRONTIER

Top 3 Bahrain 3.35%
Bangladesh 1.97%
Oman 1.79%

Bottom 3 Argentina -2.90%
Estonia -2.14%
Lithuania -1.27% 
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UNITED STATES 
 
S&P 3,397 +0.72%, 10yr Treasury 0.63% -8.12bps, HY 
Credit Index 389 -21bps, Vix 22.54 +0.49Vol

The S&P 500 finished the week 0.7% higher. The index’s 
continued rise was primarily led by tech and consumer 
discretionary companies, whilst financials and industrial 
lagged and their respective sectoral indices declined. 
Meanwhile, the small cap-biased Russell 2000 eased 
1.6% by the end of the week. The US Treasury curve 
flattened, as the 2-year yield remained stable at 0.14%, 
whilst the 10-year yield fell 8bp to 0.63%.    
        
       

EUROPE
 
Eurostoxx 3,260 -1.97%, German Bund -0.51% -8.60bps, 
Xover Credit Index 333 -10bps, USDEUR .849 +0.62%

Investor sentiment in European stock markets dete-
riorated during the week, weighing on the majority of 
the indices. The weakness in investors’ risk appetite was 
brought about by sombre economic indicators, such as 
lowering PMIs suggesting that the economic recovery in 
Europe could have markedly slowed in August. Out of the 
Eurozone’s four largest economies, Spain’s stock index de-
livered the weakest performance by declining 3% in USD 
during the week. The Polish benchmark was in the middle 
of the European pack, as the index declined 2.1% in USD.

Industrial production in Poland expanded by 1.1% 
YoY in July, accelerating from +0.5% YoY in June. This 
is largely due to a strong recovery in the auto sec-
tor, as the sector’s output bounced (from -15.2% YoY 
to +0.6% YoY). Meanwhile, retail sales rose by 2.7% 
YoY in July following a 1.9% YoY contraction in the 
previous month. The jobs market showed signs of 
stabilisation, as employment rose 1.1% MoM in July.

ASIA PACIFIC
 
HSCEI 10,212 -0.52%, Nikkei 22,920.30 -1.03%, 10yr JGB 
0.03% 0bps, USDJPY 105.880 -0.56%

Investor sentiment in emerging Asian stock markets was 
mixed. In this environment the Indonesian (+2.1% in USD), 
Indian (+1.5% in USD) and Malaysian (+1.1% in USD) indices 
delivered the strongest returns by the end of Friday. 

The annual dividend payment by India’s central bank 
(RBI) was transferred during the week. The was around 
0.3% of GDP, which will not move the dial in terms of 
the fiscal position of India. However, since the amount 
is broadly in line with historical payments, it could be 
a signal that the government respects the operational 
independence of the RBI. In a separate event, the RBI 
released the Monetary Policy Committee (MPC) minutes 
relating to the monetary policy meeting on 6th August. 

According to the document, all MPC members were in 
favour of keeping the policy rate stable at 4% due to 
uncertainties around the inflation outlook in the near 
term: (1) price data collection was limited in April and May, 
thus the latest inflation readings could be inaccurate, (2) 
food inflation could remain elevated in the near term. The 
MPC will reconsider cutting interest rates again should 
inflation moderate in the coming months.

During the week, the Philippine government loosened 
quarantine rules (called General Community Quarantine 
or GCQ) in the capital, Manila and its neighbouring 
provinces. Under the GCQ, people are allowed to travel 
outside their home (except the most vulnerable population 
groups). Later in a separate event, the central bank of 
the Philippines announced its decision to keep the key 
policy rate stable at 2.25%. The Governor indicated that 
the central bank would probably keep interest rates stable 
in the near term, should the economy show firm signs of 
recovery in the subsequent quarters.

Remittances to the Philippines rose 7.7% YoY in June 
following three consecutive months of decline. Overall, 
remittances inflows remain in contraction, by 4.2% year-
to-date. According the central bank’s report, the United 
States, Japan, Singapore, were among the countries that 
registered continued growth in remittances in June 2020. 
However, remittance flows from countries where stringent 
lockdown measures were kept in place remained weak.

The central bank of Indonesia left the key interest rate 
unchanged at 4% in order to shield the currency. Should 
the rupiah remain stable, the central bank may start a new 
round of rate cutting cycle soon.

The Thai economy fell into a deep recession comparable 
with the steep economic depression experienced during 
the Asian Financial Crisis. Due to the lockdown measures 
and the absence of tourists, real GDP declined 12.2% 
YoY in 2Q20. Construction activity remained resilient 
in the quarter, as it rose 7.4% YoY on the back of public 
infrastructure projects, which were kick-started as the 
budget for 2020 finally came into effect. The rest of the 
economy showed marked signs of deterioration.

Protests in Thailand started when the then second-
largest opposition party, the Future Forward Party (FFP), 
was forcibly disbanded by the Constitutional Court in 
February. The FFP’s openly anti-military stance was 
increasingly popular, with young urban populations in 
particular. Predominantly university students participate 
in the current wave of protests with an estimated turnout 
of around 10,000, mostly in large cities, such as Bangkok. 
This is the largest pro-democracy rally since a coup in 
2014. However, in comparison with the pre-2014 protests, 
the turnout remains modest, when hundreds of thousands 
joined, including the rural population.

Pakistan saw the second month of remittances growth 
in July, when inflows were 36.5% YoY higher. From a 
regional point of view, remittances from Saudi Arabia and 
the United Arab Emirates saw the most meaningful dollar-
value gains in July. The central bank noted that a portion 
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of the increase is explained by the government’s efforts 
for a greater utilisation of legal channels and a portion is 
explained by the updated statistical methodologies.

LATIN AMERICA
As domestic politics in Brazil and Mexico became noisier, 
regional investor sentiment weakened during the week. 
The increase in risk-aversion was also amplified by the de-
cline in global risk appetite during the week. Consequent-
ly, the vast majority of stock indices fell. The Colombian 
country index was one of the very few exceptions, which 
managed to rise, by 1.3% by end of Friday. 

Brazil’s Lower House voted in favour of maintaining 
President Bolsonaro’s veto to a bill, which was previously 
promoted and passed by the Senate. The bill – opposed 
by the President and his government – would have in-
creased the salaries of public servants, leading to an addi-
tional 1% of GDP budgetary outlay. The Economy Minister 
agreed with the President’s decision to veto the bill. 

The Chilean economy went through its steepest reces-
sion on history, as the country’s GDP declined 14.1% YoY 
in real terms in 2Q20. Due to the social distancing and 
lockdown measures, household spending sharply fell, 
followed by investment activity and government spend-
ing. However, since weak domestic demand translated to 
a substantial decline in imports, net exports remained a 
positive contributor. 

According to the monthly GDP proxy index, economic 
activity in Peru declined 18.1% YoY in June. The weakness 
was broad-based, including all major economic areas. Al-
though the annual figure looks stark, economic activity 
strengthened relative to May, by 14.6%. Later during the 
week, the official quarterly GDP statistics were released, 
which revealed that real GDP fell by 30.2% YoY in 2Q20 
(following a 3.5% YoY drop in 1Q20). Activity in the hos-
pitality sector declined by 90% YoY, whilst construction 
activity decreased 67% YoY.

AFRICA

The Egyptian Hermes index rose 2.1% in USD by the end 
of Friday, outperforming most of its African peers. In 
contrast, the South African Top 40 index declined 0.8% 
in USD.

Egypt’s unemployment rate rose to a near two-year high 
in 2Q20, hitting 9.6%, due to the coronavirus pandemic. 
The jobless count stood at 7.5% in the same quarter of last 
year and was at 7.7% in the 1Q20. 

King Mohammed VI said that the Morocco could 
tighten restrictions and return to a lockdown if the 
new number of cases continue to climb. An emergency 
decree granting authorities a broad scope of rights in 
implementing restrictive measures was extended until the 
10th September.

Consumer prices in Nigeria rose 12.8% YoY in July, as 

food inflation further accelerated. The fact that the central 
bank devalued the official naira exchange rate twice this 
year also contributed to the acceleration of consumer 
price inflation in Nigeria through the prices of imported 
goods.

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

Annualised GDP growth 
(2Q20) Thu/27 -32.5%

PCE deflator (Jul) YoY Fri/28 1.0%

EUROPE DATE CONSENSUS

Poland: unemployment 
rate (Jul) Tue/25 6.1%

ASIA PACIFIC DATE CONSENSUS

Taiwan: industrial produc-
tion (Jul) YoY Mon/24 3.5%

South Korea: monetary 
policy decision Thu/27

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: economic activity 
(Jun) YoY Wed/26 -13.5%

AFRICA DATE CONSENSUS

Nigeria: GDP growth 
(2Q20) YoY Mon/24 -3.6%

South Africa: CPI inflation 
(Jul) YoY Wed/26 2.9%
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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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LATIN AMERICA & SPAIN
Cyn Cano
+44 207 5577 871
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