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World industrial production continued to recover 
in June, when the volume of output grew 4.8% 
MoM, following the modest 0.8% MoM growth in 
May. Despite the strong monthly growth figure in 
June, the level of industrial activity was still down 
by 7.2% compared with the previous year. From a 
regional point of view, the Eurozone and emerging 
Asia contributed the most to the stabilisation. World 
trade, on the other hand, just turned a corner in 
June when the volume of trade rose 7.6% MoM. 
Therefore, it is safe to say that as long as economies 
remain open, world industrial production and world 
trade will get a chance to continue edging towards 
the pre-pandemic level. 

Fed Chair Jerome Powell announced that the 
Federal Reserve will adopt a ‘flexible form of average 
inflation targeting.’ In another major change, the Fed 
will now interpret its maximum employment goal 
as a ‘broad-based and inclusive goal,’ which means 
that rather than focusing solely on aggregate labour 
market metrics, Fed officials will scrutinise how low-
income and minority labour market participants are 
doing. The Fed Chair – deliberately – did not use tight 
language and thus it will take some time for markets 
to fully understand how the new framework works 
in practice. In our view, Mr Powell sent a very strong 
signal to cement expectations for low(er) rates for a 
very, very, very long time. 
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DEVELOPED

Top 3 New Zealand 5.39%
Luxembourg 4.61%
Austria 3.67%

Bottom 3 Japan 0.29%
Switzerland 0.42%
Denmark 0.72%

EMERGING

Top 3 Colombia 5.73%
India 4.91%
Pakistan 4.45%

Bottom 3 Hungary -4.68%
Malaysia -2.92%
Philippines -1.39%

FRONTIER

Top 3 Kenya 3.87%
Lithuania 3.45%
Oman 2.99%

Bottom 3 Argentina -2.71%
Sri Lanka -2.08%
Lebanon -2.06% 
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UNITED STATES 
 
S&P 3,509 +3.26%, 10yr Treasury 0.71% +9.29bps, HY 
Credit Index 364 -22bps, Vix 25.39 +0.42Vol

The dollar weakened against a wide variety of 
developed and emerging market currencies during 
the week (the DXY index was down 0.9%) after Chair 
Jerome Powell’s dovish announcement regarding the 
strategic changes to the Federal Reserve’s monetary 
policy framework. The greater appetite for riskier assets 
was reflected in the gains of stock indices (the S&P 500 
rose 3.3%), whilst the Treasury curve steepened (the 
2-year yield decreased by 2bp to 0.13% and the 10-year 
yield rose 9bp to 0.72%).      
        

EUROPE
 
Eurostoxx 3,273 +2.71%, German Bund -0.40% +9.80bps, 
Xover Credit Index 322 -12bps, USDEUR .838 -0.98%

Despite the rapidly climbing coronavirus cases in Europe, 
investor sentiment was positive, which in turn drove 
stock indices higher. The Spanish and French indices 
were among the best performing developed benchmarks 
during the week, as each rose 3.2% in USD. Meanwhile, the 
Polish stock index gained 2.2% in USD by the end of Friday.

The unemployment rate in Poland remained stable at 6.1% 
in July. According to the Family and Labour Minister, the 
rate of unemployment is unlikely to exceed 8% in the second 
half of 2020, as the government’s support measures help 
mitigate the damage brought about by the coronavirus.

ASIA PACIFIC
 
HSCEI 9,991 -0.29%, Nikkei 23,139.76 +0.29%, 10yr JGB 
0.05% +0bps, USDJPY 105.880 -0.45%

The dovish message by the Fed Chair contributed to the 
improvement in investor sentiment in emerging Asian 
markets and as a result most stock indices gained by the 
end of Friday. The Indian Nifty 50 index delivered one of 
the strongest returns during the week by rising 4.9% in 
USD. The Nifty 50 was followed by the Pakistani (+4.5% in 
USD) and Thai (+3.4% in USD) benchmarks.

The August official PMIs in China showed that domestic 
economic activity remained in expansionary territory. 
The manufacturing PMI was stable at 51.1 in August, whilst 
the non-manufacturing PMI rose to 55.2 from 54.2. Both 
PMIs were boosted by rising new domestic orders, as 
export orders continued to decline. The improvement in 
the non-manufacturing PMI stems from greater services 
activity momentum.

Real GDP in India declined 23.9% YoY in 2Q20, due to 
the lockdown measures in force. From a production point 
of view, construction activity (-50.3% YoY), trade, hotel, 
transport and communication services (-47% YoY) and 

manufacturing output (-39.3% YoY) were badly hit by the 
containment measures. On the other hand, agricultural 
activity remained a bright spot, since the sector rose 
3.4% YoY – showcasing the strength and resilience of 
economic activity in the rural areas. Going forward, 
the pace of the economic normalisation will mostly be a 
function of the lockdown measures’ stringency. In order 
to support the post-crisis economic recovery, the central 
bank (RBI) will remain on an accommodative stance to aid 
credit flow. The RBI governor recently claimed that in his 
view the government will deliver further fiscal measures 
in the near term.

The central bank of South Korea left the key policy rate 
stable at 0.50% in a unanimous decision. The Governor 
claimed that the room for further rate cuts was limited 
and the Monetary Policy Council would only utilise it 
if the economic outlook warranted it. Later, industrial 
production statistics for July were released, which showed 
that industrial output volume rose 1.6% MoM (adjusted 
for seasonal effects) following a 7.2% MoM rise in June. As 
the manufacturing sector’s capacity utilisation remains 
low at 69.9% (vs. 73.2% in 2019), there is still a considerable 
amount of room for the South Korean industry to catch 
up to the pre-pandemic levels. Thus, the central bank will 
most likely stay on the current accommodative stance for 
a prolonged period of time to aid the economic recovery.

According to the latest set of Vietnamese macro data, 
the economic growth momentum somewhat slowed in 
August due to the second covid outbreak in some parts 
of the country. Industrial production declined 0.6% YoY 
in August, primarily due to the deepening decrease of 
mining output. As opposed to mining, manufacturing 
activity stagnated in an annual comparison. Retail sales 
continued to expand, by 1.9% YoY in August as goods 
sales growth held up at 6.6% YoY. Exports grew 2.5% 
YoY in August, bringing the value of YTD exports back to 
pre-crisis levels. As a result the YTD foreign trade surplus 
reached a record USD 11.9bn.

The US Treasury charged Vietnam with ‘undervaluing’ its 
currency as part of an ongoing anti-subsidy investigation 
against passenger and light truck tire imports from 
Vietnam and three other economies (Korea, Taiwan and 
Thailand). Vietnam was already on the US Treasury’s 
watchlist of currency manipulators. If the US Treasury 
decides to label Vietnam in its semi-annual report (due 
since April 2020) as a ‘currency manipulator,’ the US might 
push Vietnam for trade concessions, additional import of 
goods from the US or changes to the Vietnamese central 
bank’s current currency policy.

LATIN AMERICA
The Brazilian currency and stock market were among the 
greatest regional beneficiaries of the improved global 
investor sentiment. Consequently, the relevant Brazilian 
stock index rose 3.6% in USD by the end of Friday. Inves-
tor sentiment in the Brazilian market was also support-
ed by idiosyncratic factors, such as the news flow related 
to the country’s Economy Minister, who is said to remain 
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in office – as opposed to previous speculations that he 
might resign.

According to the monthly GDP proxy index, economic 
activity in Mexico fell 18.7% YoY in June. The decline in 
activity was led by industrial production and followed by 
the services sector. Overall, Mexico’s real GDP decreased 
10.1% in the first half of the year. Later, the central bank of 
Mexico released the minutes of the last rate setting meet-
ing when the Monetary Policy Committee (MPC) voted 
for a 50bp rate cut, to 4.50%. The document revealed that 
the majority of the MPC was in favour of maintaining an 
accommodative stance. The magnitude of further easing 
will be dependent on the evolution of the economy as 
well as changes in the inflation outlook.

The labour market in Chile further weakened in July, 
as unemployment rate rose to 13.1%, from 12.2% in June. 
Meanwhile, employment declined 20.6% YoY, whilst la-
bour force participation lowered by 10.9ppt to 51.8% - pri-
marily due to the lockdown restrictions in force.

Moody’s reaffirmed Chile’s A1 credit rating, but changed 
the ‘stable’ outlook to ‘negative’ – citing upside risks to 
key debt metrics. In Moody’s view, the government would 
likely face meaningful constraints, which could hinder fis-
cal consolidation post-pandemic. 

AFRICA

The South African Top 40 stock index rose 3.6% in 
USD during the week, as the country’s financial markets 
enjoyed the positive spillover effect of a stronger global 
risk appetite. The Egyptian Hermes index rose 3.1% in USD 
by the end of Friday.

Consumer price inflation in South Africa was 3.2% YoY in 
July (up from 2.2% YoY in June), returning into the central 
bank’s 3-6% inflation target band. The acceleration in the 
headline inflation gauge is predominantly attributed to 
higher transport and local fuel price inflation. In contrast, 
core inflation rose from 3% YoY to 3.2% YoY – signalling 
that demand-sensitive inflation remained depressed in 
July.

South Africa’s President, Mr Cyril Ramaphosa is 
considering making changes to his cabinet, according to 
media reports. No decision has been made, but it is highly 
likely that the President would attempt to remove certain 
members of his cabinet, who are associated with graft 
cases and hinder the President’s reform efforts.

Nigeria’s GDP contracted 6.1% YoY in 2Q20. According 
to the report by the Statistics Office, both the oil and non-
oil economies were badly hit. Activity in the oil economy 
fell 6.6% YoY, as global crude oil prices plummeted. Within 
the non-oil economy, wholesale and retail trade declined 
-16.6% YoY, followed by manufacturing activity (-8.2% 
YoY).

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

ISM manufacturing (Aug) Tue/01 54.5

ADP employment (Aug) Wed/02 950,000

NFP employment (Aug) Fri/04 1,400,000

Unemployment rate (Aug) Fri/04 9.8%

EUROPE DATE CONSENSUS

Eurozone: CPI inflation 
(Aug) YoY Tue/01 0.2%

Poland: manufacturing 
PMI (Aug) Tue/01 52.9

UK: Markit/CIPS Compos-
ite PMI (Aug) Thu/03 60.3

ASIA PACIFIC DATE CONSENSUS

China, India and ASEAN: 
manufacturing PMI (Aug) Tue/01

China and India: services 
PMI (Aug) Wed/02

Philippines: CPI inflation 
(Aug) YoY Fri/04 2.7%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Brazil: GDP growth 
(2Q20) YoY Tue/01 -10.7%

Chile: economic activity 
(Jul) YoY Tue/01 -12.4%

Chile: monetary policy 
decision Tue/01

AFRICA DATE CONSENSUS

Egypt: IHS Markit manu-
facturing PMI (Aug) Thu/03

South Africa: Standard 
Bank manufacturing PMI 
(Aug)

Thu/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.

DISCLAIMER

EUROPE
Benoit Ribaud
+44 207 5577 862
benoit.ribaud@alquity.com

MIDDLE EAST, ASIA & UK
Suresh Mistry
+44 207 5577 867
suresh.mistry@alquity.com

NORTH AMERICA
Renee Arnold
+1 215 350 9063 
renee.arnold@alquity.com

UK
Susannah Preston
+44 207 5577 877
susannah.preston@alquity.com

UK
Alex Boggis
+44 207 5577 850
alex.boggis@alquity.com

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


