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GLOBAL 
MARKET 
UPDATE

The global composite PMI rose to 52.4 in August, with 
both the manufacturing and services PMIs hovering 
in expansionary territory. On the aggregate level, it 
looks like the world GDP could emerge in 3Q20 from 
the unprecedented slump seen in 2Q20. However, from 
a geographical point of view, the stabilisation and the 
subsequent recovery remain uneven. The glass half full 
interpretation of the latest global PMI report – in our 
opinion – the global economy is going to improve going 
forward, unless governments resort to widespread and 
severe lockdowns again like during the first wave of 
the pandemic. 

The August jobs report in the US drew a lot of 
attention on Friday. Almost all headlines had positive 
implications, for example: non-farm payrolls rose 1.37 
million (lower than the 1.73 million gains in July), the 
unemployment rate came down to 8.4% (from 10.2% 
in July) and labour force participation rose to 61.7% 
(from 61.4% in July). On the other hand, wage growth 
remained unusually high at 4.7% YoY. Although the 
headline itself sounds promising, one could argue that 
average wage growth is robust only because low(er) 
paid employees lost their jobs and they are yet to re-
join the pool of employed. In addition, the number of 
permanent job losers rose by 500,000 – a new high. 
Therefore, one could say that the jobs market has 
stabilised and shows the initial signs for a sustainable 
recovery where the pace of which is probably going 
to be quite slow. This combination could leave 
policymakers scratching their heads regarding what 
the best possible course of policy action is– especially 
just two months before the Presidential elections.
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DEVELOPED

Top 3 Japan 0.59%
Luxembourg 0.10%
Switzerland -1.11%

Bottom 3 Ireland -3.71%
Netherlands -3.41%
UK -3.36%

EMERGING

Top 3 Pakistan 2.96%
Colombia 2.46%
Brazil 1.72%

Bottom 3 Poland -5.42%
South Africa -4.05%
Russia -3.68%

FRONTIER

Top 3 Kenya 3.26%
Vietnam 2.56%
Bahrain 2.12%

Bottom 3 Argentina -3.42%
Mauritius -1.22%
Slovenia -0.84% 
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UNITED STATES 
 
S&P 3,427 -2.31%, 10yr Treasury 0.72% -0.31bps, HY 
Credit Index 366 +0bps, Vix 30.75 +7.79Vol

Investors sentiment in US stock markets soured and as 
a result most major indices finished the week in the red. 
The S&P 500 declined 2.3%, the small cap-biased Russell 
2000 decreased 2.7%, whilst the Nasdaq Composite 
edged down 3.3%. The correction in the stock market 
could be linked to the idea that the latest macro data 
in the US show that a gradual economic recovery is on 
the way, or in other words: in one hand the economy 
is not showing signs of running very hot soon, on the 
other hand it is not in a weak enough state to call for 
additional stimulus measures (on top of the deployed 
ones) either by the government nor by the Federal 
Reserve. In this environment, Treasury yields remained 
broadly stable in a Friday-to-Friday comparison.   
        
       

EUROPE
 
Eurostoxx 3,261 -2.10%, German Bund -0.47% -6.30bps, 
Xover Credit Index 324 -3bps, USDEUR .845 +0.45%

European stock markets declined by the end of Friday. 
Among the larger developed European economies, the 
UK’s FTSE 100 index delivered on of the weakest returns 
(-3.7% in USD), due to mounting Brexit-related concerns. In 
contrast, Germany’s DAX was among the best performing 
indices in relative terms (-1.9% in USD). In Emerging Europe, 
Poland’s benchmark declined 5.4% in USD by the end of Fri-
day. Government bond yields declined across the board 
(e.g. the 10-year German Bund yield fell 6bp to -0.47%).

Poland’s manufacturing PMI eased to 50.6 in August, 
from 52.8. The index remains in expansionary ter-
ritory, but the pace of industrial growth will proba-
bly be slower in 3Q20 than in the previous quarter. 
According to the details, the output and new orders 
subindices lost some of their momentum in August.

ASIA PACIFIC
 
HSCEI 9,884 -2.94%, Nikkei 23,205.43 +0.59%, 10yr JGB 
0.04% 0bps, USDJPY 106.260 +0.82%

Deteriorating investor sentiment in US stock markets 
spilt over into Asian markets and led to index declines 
by the end of Friday. Although both Chinese “H” shares 
(-2.9% in USD) and “A” shares (-1.1% in USD) faced 
headwinds, the Pakistani (+3% in USD) and Vietnamese 
(+2.6% in USD) indices positive gains by the end of Friday 
trading.

The latest PMI readings in China suggest that business 
condition further improved in August on a broader basis, 
both in the manufacturing (official manufacturing PMI: 
51; Caixin manufacturing PMI: 53.1) and services sectors 
(official non-manufacturing PMI: 55.2; Caixin services PMI: 
54). All indicators agreed that domestic demand further 
improved, consistently with the previous months. August 
was the first month when the Caixin manufacturing PMI 
indicated that export orders rose once again after a long 
time of deep contraction.

India’s manufacturing PMI returned to expansionary 
territory in July, when the indicator hit 52. Meanwhile, the 
services PMI rose to 41.8 in August, from 34.2 in July. 

The aggregate manufacturing PMI in the ASEAN region 
edged up to 49 in August, from 46.5 in July. Details 
revealed that manufacturing activity broadly stabilised in 
the region by August. From a country point of view, the 
PMI in Myanmar was 53.2, Indonesia’s index rose to 50.8, 
Malaysia’s gauge was 50, whilst elsewhere PMIs hovered 
below 50.

CPI inflation in the Philippines slowed to 2.4% YoY in 
August, from 2.7% YoY. The deceleration was broad-
based, including food prices and transportation costs. 
Abating inflationary pressures could be linked to lockdown 
measures in August, which constrained domestic demand.

LATIN AMERICA
Latin American stock markets were a mixed bag. Al-
though global investor sentiment turned more risk-averse, 
the Brazilian stock market held its own, as the country’s 
benchmark rose 1.9% in USD.

Real GDP in Brazil fell 9.7% QoQ, which translated into 
a 11.4% YoY decline in 2Q20. This is the steepest reces-
sion in the country’s history since 1996, when the series 
began. The was not as severe as in other Latin American 
countries, due to the less stringent lockdown measures 
as well as fiscal support towards households. Later, the 
latest industrial production datapoint was released, which 
showed that industrial activity rose 8% MoM in July, 
which meant that the level of output was only 3% below 
compared with the level seen a year ago. The manufac-
turing PMI (64.7 in August) suggests that the bounce in 
industrial production will continue, at least in the near 

Last week was all about global PMIs and the jobs 
report in the US. This week, we are going to see a 
high number of countries releasing their August CPI 
inflation figures (including the US and China). As long 
as inflationary pressures remain depressed, central 
banks – including the ones overseeing EM economies – 
will have enough room to maintain their historically low 
(real) interest rates. The European Central’s Governing 
Council meets on Thursday to discuss the economic 
outlook and the appropriate monetary policy stance. 
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term. However, the services PMI remained in contraction-
ary territory (47.5 in August) – raising doubts that the re-
covery is uneven.

Economic activity in Chile strengthened, by 2.5% MoM in 
July, for the second month in a row. Despite the month-
on-month improvement, the year-on-year figure remained 
negative, at -11.8%. Later during the week, in its latest 
monetary policy report, the Chilean central bank updat-
ed its GDP growth projection for 2020 to the range of 
-4.5 to -5.5%. This forecast shows that the central bank’s 
confidence has grown in a more pronounced pick up in 
economic activity, as the previous GDP growth estimate 
for 2020 was as low as -6%. For 2021, the central bank 
foresees growth to expand once again, to be in the range 
between 4 and 5%.

The Colombian central bank reduced the key interest 
rate by 25bp to 2% and left the door open for further 
cuts, if the macroeconomic outlook warrants it.

AFRICA

The South African TOP 40 index declined 4.1% in USD 
during the week, due to the mounting global risk aversion 
as well as local idiosyncrasies. Consequently, the South 
African benchmark was an underperformer compared 
with its African peers. Meanwhile, the Egyptian Hermes 
index declined 0.6% in USD, whilst the Moroccan 
benchmark rose 1% in USD.

Egypt’s PMI was 49.4 in August, broadly stable 
compared with the previous month. In the context of the 
previous six years, this is one of the highest PMI prints, as 
the Egyptian reading has barely surpassed the 50-point 
threshold. According to the commentary, higher private 
sector activity was registered for the second month in a 
row, as non-oil output further rose. In addition, new non-
oil orders increased as well. However, businesses claimed 
that visibility remains foggy on a forward-looking basis.

The South African PMI improved to 45.3 in August, from 
44.9 in July, signalling further deterioration in economic 
activity. The print suggests that both output and new 
orders further contracted in August. According to the 
commentary, the recovery in the economy will be ‘long-
tailed.’ The key reason was the maintenance of strict 
lockdown and social distancing measures until midway 
through August.

PLEASE CONTINUE FOR 
MARKET DATA

THE WEEK A HEAD

UNITED STATES DATE CONSENSUS

CPI inflation (Aug) YoY Fri/11 1.2%

EUROPE DATE CONSENSUS

Eurozone: GDP growth 
(2Q20) YoY Tue/08 -15.0%

Eurozone: ECB deposit 
rate Thu/10 -0.50%

UK: monthly GDP (Jul) 
MoM Fri/11 6.7%

ASIA PACIFIC DATE CONSENSUS

Taiwan: CPI inflation (Aug) 
YoY Tue/08 -0.4%

China: CPI inflation (Aug) 
YoY Wed/09 2.4%

Malaysia: key interest rate Thu/10 1.75%

India: industrial production 
(Jul) YoY Fri/11 -12.0%

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Chile: CPI inflation (Aug) 
YoY Tue/08 2.4%

Brazil: retail sales (Jul) 
YoY Thu/10 2.1%

Peru: key policy rate Fri/11 0.25%

Mexico: industrial produc-
tion (Jul) YoY Fri/11 -13.4%

AFRICA DATE CONSENSUS

South Africa: GDP growth 
(2Q20) YoY Tue/08 -16.5%

South Africa: manufactur-
ing (Jul) YoY Thu/10 -13.9%

Egypt: CPI inflation (Aug) 
YoY Thu/10
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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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EUROPE
Benoit Ribaud
+44 207 5577 862
benoit.ribaud@alquity.com
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Suresh Mistry
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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


