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The Federal Reserve made it clear that interest rates 
are going to stay at the zero-lower bound at least until 
2024. This was probably no surprise to anyone. On 
the other hand, the message also included a firm(er) 
guidance on the prospects for the QE programme: 
the Fed Chair ruled out the further expansion of 
the scope and size of asset purchases, should the 
economic recovery stay on course. In our view, the 
message was clear not to expect any additional 
easing measures on top of the already existing 
programmes. With that in mind, investors may re-
focus their attention on the US administrations’ 
efforts to draw up bill on additional fiscal support 
as well as the upcoming Presidential election (3rd 
November). According to the latest polls, Mr. Biden 
maintains a 4-11-point lead over President Trump 
(according to the polls referenced by the New York 
Times). The question is whether the potential win of 
the popular vote translates into a sufficient number 
of electoral votes for Mr. Biden to take over the 
steering wheel.
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THIS WEEK’S GLOBAL  
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The Fed has recalibrated 
market expectations
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DEVELOPED

Top 3 Luxembourg 3.79%
Denmark 2.54%
Sweden 2.31%

Bottom 3 Italy -1.25%
Portugal -1.13%
Austria -0.94%

EMERGING

Top 3 Greece 3.79%
China “A” 3.37%
Indonesia 3.08%

Bottom 3 Hungary -4.02%
Czech Republic -3.03%
Poland -1.71%

FRONTIER

Top 3 Sri Lanka 4.66%
Bahrain 3.27%
Bangladesh 1.85%

Bottom 3 Argentina -10.06%
Morocco -2.19%
Romania -1.79% 
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UNITED STATES 
 
S&P 3,319 -0.64%, 10yr Treasury 0.69% +2.79bps, HY 
Credit Index 349 -8bps, Vix 25.83 -1.04Vol

Investor sentiment in US stock markets was mixed 
during the week, which drive down major indices, such 
as the S&P 500 and the tech-heavy Nasdaq Composite 
– both losing 0.6% of their respective values. The moves 
were primarily due to a sell off in the tech space. As 
opposed to them, the small cap-biased Russell 2000 
gained 2.6% by the end of Friday. Meanwhile, Treasury 
yields slightly rose, the 2-year yield increased 1bp to 
0.14%, whilst the 10-year edged up 3bp to 0.69%.   
        

EUROPE
 
Eurostoxx 3,284 -0.73%, German Bund -0.49% -0.40bps, 
Xover Credit Index 300 -26bps, USDEUR .843 -0.24%

European stock indices were a mixed bag, due to the 
concerning economic outlook in the Eurozone in the con-
text of a hesitant European Central Bank. The flat Spanish 
stock index (in USD terms) was a relative outperformer 
compared with the German (-0.4% in USD), French (-0.9% 
in USD) and Italian (-1.3% in USD) benchmarks. As opposed 
to its continental peers, the UK’s FTSE 100 rose 0.9% in USD 
by the end of Friday. Meanwhile, in emerging Europe, the 
Polish stock index declined 1.7% in USD during the week.

The central bank of Poland kept the key interest rate 
stable at 0.1%. In its post-decision statement, the Mon-
etary Policy Council reaffirmed its commitment to 
the maintenance of an accommodative stance to help 
speed up the post-pandemic recovery. Later during 
the week Bloomberg reported that the ruling coalition 
is at risk of a dissolution over a contested proposal by 
the largest coalition party, Law and Justice (PiS). The 
bill would grant immunity to government officials, who 
break the law while fighting the coronavirus pandemic. 
A bill was drawn up after the Prime Minister broke the 
law during the pandemic, according to a local court. As 
a result of a coalition dissolution, there would be a mi-
nority PiS-government and most likely snap elections.

Industrial production volume in Russia slightly rose 
in August, by 0.5% MoM, which translates into a 7.2% 
YoY decline. The moderate month-on-month improve-
ment is mainly attributed to the recovery in commodi-
ty extraction (including crude oil and natural gas). On 
the other hand, manufacturing weakness deepened 
in August. Despite the weak industrial data, the cen-
tral bank maintained the key interest rate at 4.25%, 
prioritising exchange rate stability in the short term.

ASIA PACIFIC
 
HSCEI 9,803 +0.52%, Nikkei 23,360.30 +1.50%, 10yr JGB 
0.02% 0bps, USDJPY 104.380 -1.68%

Asian stock markets fared well during the week, as the 
vast majority of the relevant indices rose by the end of 
Friday trading. Chinese “A” shares (+3.4% in USD), the 
Indonesian index (+3.1% in USD) and the South Korean 
benchmark (+2.7% in USD) were among the best 
performers.

According to the August macroeconomic indicators, 
economic activity further in China:

• Industrial production rose 5.6% YoY, accelerating 
from 4.9% YoY in July

• Retail sales increased 0.5% YoY, emerging from 
contractionary territory

• Fixed asset investments almost completely 
closed the gap relative to the level seen a year 
ago (-0.3% YoY YTD)

It is encouraging that the demand side of the economy 
(captured by retail sales) has finally started to catch up to 
the supply side’s robust momentum.

Positive signs of a new push for reforms have appeared 
on India’s horizon, as the Parliament approved two 
agriculture bills removing restrictions on marketing farm 
products and allowing cultivators to deal directly with 
private companies to sell their crops. In a separate event, 
consumer price inflation metrics were released, which 
showed that CPI inflation in India eased to 6.7% YoY in 
August, as food inflation slowed. As agricultural harvest 
comes in and thus food supply expands in the next few 
months, food price inflation will further dive, driving 
the headline the headline gauge. Furthermore, after the 
conclusion of the festival season, disinflation could gain 
traction on a broader basis. Depending on the magnitude 
of disinflationary forces, the central bank (RBI) might just 
find additional room for policy manoeuvre later this year 
(e.g. cutting interest rates).

Central banks in Taiwan and Indonesia maintained their 
respective key interest rates, at 1.125% and 4%. The 
Taiwanese monetary authority opted for the maintenance 
of the status quo as it sees the country’s growth outlook 
bright enough with real GDP growing 1.6% in 2020 and 
3.3% in 2021. Meanwhile, its Indonesian counterpart 
chose not to cut the key rate to contribute to the rupiah’s 
stability.

A two-week, less restrictive lockdown was imposed on 
Jakarta on Monday in an attempt to curb the spread of the 
coronavirus. The move is unlike the large-scale lockdown 
in April, since now all companies – including non-essential 
ones – can continue to operate. However, non-essential 
companies can only allow 25% of their employees back 
in offices. The administration of Indonesia’s capital is 
preparing three strategies to help economic activity 
in the region recover – for micro, small, and medium 
enterprises in particular. The stimulus packages include 
the relaxation of the process of business licensing for 
micro-sized enterprises, the provision of credit for new 
entrepreneurs and economic recovery funds.
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The President of the Philippines signed the second 
stimulus package into law (the so-called Bayanihan 2 
pandemic recovery act). The size of the package is just 
0.8% of GDP, and is therefore not a gamechanger, in our 
view. The bill also allows the central bank to purchase 
government bonds directly from the Treasury, up to 30% 
of average annual government revenues (an increase 
from the previous 20% limit). 

LATIN AMERICA
The growing risk-aversion in the US markets spilt over 
into Latin America, which weighed on the regional coun-
try stock indices. In this environment, the Chilean market 
(+1.4% in USD) delivered one of the strongest returns, fol-
lowed by Peru (+0.8% in USD), whilst the relevant Brazil-
ian index was down 0.3% in USD during the week.

Economic activity in Brazil improved 2.2% MoM in July, 
slowing from 4.9% MoM in the previous month. In an an-
nual comparison, the economy shrank 4.9%. As opposed 
to Brazil, the magnitude of the recession remains in the 
double digits in Peru, as the monthly economic activity 
indicator showed a 11.7% fall in July. The pattern is simi-
lar to Peru’s in Colombia, where retail sales continued to 
steeply contract, by 12.4% YoY in July, whilst manufactur-
ing output was 8.5% below the level observed a year ago.

President Bolsonaro announced that he no longer in-
tends to retain the ‘Renda Brasil’ social welfare policy 
when it runs out at the end of this year. The decision is 
a welcome one from a fiscal sustainability point of view, 
as the programme would have led to the breach of the 
spending cap in 2021.

The Brazilian central bank kept the key interest rate sta-
ble at 2% and remained on a dovish stance, suggesting 
that the policy rate can remain at its current level through-
out 2021 if Brazil’s fiscal accounts remain stable enough.

Argentina’s government tightened capital controls in an 
attempt to keep the peso’s exchange rate as stable as 
possible in the short-term. According to the decision, an 
additional 35% tax will be imposed on dollar purchases on 
top of the existing 30% levy. The government’s behaviour 
bears resemblance to the Argentine experience between 
2011 and 2015, when the introduction of capital controls 
deterred capital inflows.

Last week, Peru’s congress set in motion impeachment 
proceedings against President Vizcarra, as well as a mo-
tion to censure Finance Minister Alva. Opposition parties 
in Congress claim that the President obstructed a graft 
probe, and that the Finance minister did not do enough to 
support the economy to shield it from the damaging im-
pact of the Covid-crisis. In the end, Congress rejected the 
censure against the Finance Minister and the majority of 
lawmakers voted against the initiation of an impeach-
ment process against the President.

According to the minutes of the Chilean central bank’s 
most recent rate setting meeting, the key interest rate 
(currently at 0.50%) will not change for ‘several quar-
ters.’ The Monetary Policy Council saw signs of economic 

stabilisation, and thus no extraordinary measures are re-
quired to keep the economy going.

      
AFRICA

With the exception of the South African TOP 40 index 
(+0.4% in USD), most regional benchmarks declined 
during the week – including the Egyptian Hermes index 
(-0.3% in USD).

South Africa is transitioning from a less stringent form 
of lockdown on the 21st September, from Level 2 to Level 
1. About 95% of the economy will be allowed to re-open 
(vs. about 85% under Level 2). International travel may 
resume on the 1st October. 

South Africa’s government, business groups and labour 
unions said they agreed on a pact to turn around Eskom, a 
state-run power utility company, according to Bloomberg. 
One of the key elements is the debt reduction, which 
amounted to ca. 8.5% of South Africa’s GDP in 2019. The 
company’s operating will also be overhauled. 

The central bank in South Africa kept the key policy rate 
stable at 3.50%. The decision was a close one as only 
a thin majority, three out of the five members voted for 
the maintenance of the policy rate. Future decisions will 
depend on the incoming economic activity data and 
inflation prints.

Consumer price inflation in Nigeria further accelerated in 
August, to 13.2% YoY (vs. the central bank’s target range 
of 6-9%). The upswing from 12.8% YoY in July was broad-
based, since this time not only food prices contributed to 
the rise, but also housing and transport prices. This puts 
the central bank in an even more uncomfortable situation 
regarding its next move: above-target inflation would 
require tighter monetary conditions (through higher 
interest rates), whilst the weak economy would call for 
further support (by lowering interest rates). 

PLEASE CONTINUE FOR 
MARKET DATA
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UNITED STATES DATE CONSENSUS

Markit manufacturing PMI 
(Sep) Wed/23 53.3

EUROPE DATE CONSENSUS

Poland: retail sales (Aug) 
YoY Mon/21 2.3%

Eurozone and UK: Markit 
manufacturing PMIs (Sep) Wed/23

ASIA PACIFIC DATE CONSENSUS

Pakistan: interest rate 
decision Mon/21 7.00%

Thailand: interest rate 
decision Wed/23 0.50%

Vietnam: GDP (3Q20) and 
macro data (Sep) 22-30 Sept

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Mexico: interest rate de-
cision Thu/24 4.25%

Mexico: economic activity 
(Jul) YoY Fri/25 -10.1%

Colombia: interest rate 
decision Fri/25 1.75%

AFRICA DATE CONSENSUS

Morocco: interest rate 
decision Tue/22

Nigeria: interest rate de-
cision Tue/22 12.50%

Egypt: interest rate deci-
sion Thu/24 9.25%

THE WEEK A HEAD
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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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