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We have just had a very busy and intense week, but 
before turning to the latest political developments 
in the US, let’s start with the state of the world 
economy. The JP Morgan Global Manufacturing 
PMI further increased in September, rising to 52.3 
– a 25-month high. The gauge suggests that the 
recovery of worldwide industrial activity continued, 
as economies carried on with their re-opening efforts.

Now, turning to American politics. In our view, it is safe 
to say that the first Presidential debate did not live up 
to expectations in terms of relevant insights, as the 
two candidates steered clear of discussing their views 
on current issues and their policy agendas. Shortly 
after the debate, everybody’s attention re-focussed 
on the news that President Trump had tested 
positive for Covid-19 and subsequently medevacked 
to the Walter Reed Army. The President’s health 
concerns add another layer of uncertainties to the 
elections on the 3rd November. After the Presidential 
debate, but before the President’s diagnosis a WSJ/
NBC survey was conducted, which showed that Joe 
Biden widened his 8-point lead in the polls, to 53-
39%. Joe Biden also led in Florida (47-42%) and in 
Pennsylvania (49-42%), an NYT/Sienna College poll 
showed. 

US politics will remain in the limelight this week, as 
investors will focus on President Trump’s health and 
the vice-presidential debate on Thursday. On the day 
before the debate, the Fed will publish the minutes, 
which may offer details whether policymakers would 
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consider increasing the amount of asset purchases. 
The annual IMF/World Bank meetings will draw some 
attention as well, as the IMF releases its updated 
growth forecasts and the analytical chapters of its 
World Economic Outlook.

      
UNITED STATES 
 
S&P 3,348 +1.52%, 10yr Treasury 0.70% +4.61bps, HY 
Credit Index 404 +5bps, Vix 27.63 +1.25Vol

Major stock indices in the US finished the week higher, 
despite the news flow concerning President Trump’s 
health. Each of the S&P 500 and the Nasdaq Composite 
rose 1.5% lagging the Russell 2000 index (+4.4%). 
The DXY dollar index weakened by 0.8% by the end 
of Friday. Meanwhile, the short-end of the Treasury 
curve remained stable, whilst the long-end steepened 
(the 10-year yield rose 5bp to 0.71%).   
       
       

EUROPE
 
Eurostoxx 3,191 +2.58%, German Bund -0.54% -0.70bps, 
Xover Credit Index 341 -21bps, USDEUR .853 -0.85%

The rise of European stock indices was not derailed by 
the announcement of US President Trump testing positive 
for Covid-19. By the end of Friday, most indices were up 
relative to the previous week (the French CAC 40 gained 
2.9%, the UK’s FTSE 100 increased 2.8% and the German 
DAX rose 2.6% - all in USD). In this environment, German 
government bond yields were mostly stable (the 10-year 
hovering around -0.54%), whilst risk premia on riskier 
sovereigns compressed (e.g. the Italian 10-year yield de-
clined 10bp to 0.78%). Stock indices in emerging Europe 
were a mixed bag: the Polish country index rose 3.6% in 
USD, whilst the Russian benchmark declined 1.2% in USD.

The Polish cabinet was reshuffled during the week and as 
a result of the new appointments, the government shift-
ed towards a more (socially) conservative composition. 
Mr. Kaczynski – the de facto leader of the PiS government 
– took an official role in the government for the first time, 
by becoming the deputy Prime Minister and taking the 
defence, justice and interior ministries. A new education 
minister was appointed as well. As a result of the reshuffle, 
the probability of snap elections has significantly declined.

Manufacturing PMI in Poland rose to 50.8 in September. 
The increase was due to a rise in the new orders and employ-
ment – the latter reaching the highest level since early 2019. 

       
ASIA PACIFIC
 
HSCEI 9,397 +1.02%, Nikkei 23,029.90 -0.53%, 10yr JGB 

0.02% +0bps, USDJPY 105.370 -0.23%

Investor sentiment in Asian stock markets was generally 
positive during the week. The Indian Nifty 50 delivered 
one of the strongest returns by rising 4% in USD, followed 
by the Taiwanese (+3% in USD), the Philippine (+2.7% in 
USD) and the South Korean indices (+2.7% in USD).

In India, the current account not only remained in surplus 
in 2Q20, but rose to a 13-year high, to USD 19.8bn (ca. 
3.9% of GDP). The improvement was due to the narrower 
trade deficit linked to the lower value of oil imports as 
crude oil prices remain depressed. A current account 
surplus is likely to persist in the coming quarters (unless 
oil prices significantly increase), which will contribute to 
the stability of India’s financial markets, especially the 
rupee’s exchange rate.

The Chinese Caixin manufacturing PMI remained 
broadly stable, at 53 in September, whilst the official 
manufacturing PMI rose to 51.5, a 25-month high. Both 
indicators consistently suggested that industrial activity 
in China continued to gain further growth momentum 
in September. Meanwhile, the non-manufacturing 
PMI increased to 55.9, an 8-year high. The fact that 
both manufacturing and non-manufacturing PMIs 
(encapsulating construction as well as services activities) 
improved suggest that there was a broad-based pick-up 
in Chinese economic activity in September.

Manufacturing PMI in India strengthened to the highest 
level in over eight years, as the print climbed to 56.8 in 
September. The improvement was due to the pick-up 
in domestic and export orders, which in turn boosted 
production activity.

In September, manufacturing PMIs in the ASEAN region 
revealed a steadier pace of recovery in some countries. 
The progress in the Philippine PMI was notable rising to 
50.1, emerging from contractionary territory for the first 
time since March. Vietnam’s PMI bounced as well, reaching 
52.2. Elsewhere, the gauge in Taiwan surged to 55.2 (the 
highest print since March 2018), encapsulating both the 
inherent structural resilience of the Taiwanese economy 
and indicating a stronger global economic environment.

The Vietnamese economy showed how resilient it 
is in the context of weak global growth. Despite the 
constrained demand abroad and local lockdowns within 
the country, real GDP growth was as strong as 2.1% YoY 
in 3Q20, accelerating from 1.8% YoY observed in the first 
half of 2020. To keep the engines running, the central 
bank delivered – further – supportive measures by 
reducing the key interest rate by 50bp to 4%.

The Indonesian government has revealed the details 
of next year’s budget, which suggests that the Jokowi 
administration will be in no rush to tighten the fiscal 
stance (targeting budget deficit at 5.7% of GDP in 2021, 
down from 6.3% of GDP this year). As a consequence, 
the fiscal stance will remain supportive. Later during 
the week, the parliament’s legislation committee and 
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government ministries approved the latest version of 
the ‘Job Creation’ omnibus law – aimed at revising over 
70 existing laws in a single bill. The process is entering its 
final stages at the end of which the Parliament will vote 
on – and probably pass – it.

The Philippine central bank kept is key policy rate 
stable at 2.25% and approved another tranche of 
government bond purchase. According to the Monetary 
Policy Council’s guidance, the central bank stands 
ready to further ease domestic financial conditions, if 
macroeconomic developments warrant it.

LATIN AMERICA
Due to the domestic political noise and the uncertain-
ties related to the fiscal stance of Brazil, the volatility 
of Brazilian asset prices remained elevated and drove 
the benchmark down by 4.2% in USD by the end of the 
week. As opposed to the Brazilian index, the Mexican one 
rose 3.9% in USD, followed by the Chilean market (+2% in 
USD).

In Brazil, President Bolsonaro sent mixed messages 
about his intentions regarding the fiscal stance. During 
the week, the President re-affirmed his commitment to-
wards fiscal responsibility and promising to honour the 
fiscal spending cap rule, which was later followed by a 
statement calling for further financial aids to lower in-
come households. The latter goes against the idea of fis-
cal responsibility. Neither the President nor the govern-
ment provided any clarification during the week.

Industrial production in Brazil rose 3.2% MoM in August, 
which translates to a 2.7% YoY decline. The latest man-
ufacturing PMI (64.9 in September) strongly suggests 
that the sequential recovery in Brazil’s industrial output 
would continue. As opposed to Brazil, the manufacturing 
PMI in Mexico remains in the contractionary territory (42.1 
in September).

Non-mining economic activity in Chile rose 3.4% MoM 
in August, accelerating from 1.8% MoM in July. Although 
August was the third consecutive month when econom-
ic growth strengthened in sequential terms, it was not 
strong enough to bring the annual growth figure back to 
positive territory, yet. According to the Finance Ministry’s 
updated economic forecast, real GDP may contract 5.5% 
in 2020 followed by a recovery of 5% in 2021.

The central bank in Colombia reduced the key interest 
rate by 25bp to 1.75% in a decision where three out of 
seven Monetary Policy Committee members would have 
preferred keeping the rate stable. The central bank not-
ed that the IMF had approved an increase in Colombia’s 
Flexible Credit Line (FCL) to USD 17.2bn from 10.8bn, a 
60% increase.

The central bank of Argentina announced a new mone-
tary policy strategy, which will allow faster depreciation 
and greater volatility of the peso (i.e. converging towards 
a managed currency float system). The central bank also 
raised the repo rate to 24% from 19% to attract inflows 
into peso-denominated assets. As the central banks at-
tempts to shift towards a more orthodox monetary policy 

framework and strategy, policymakers will start negotia-
tions with the IMF on the 6th October to secure a fresh 
credit line.

AFRICA
       
Investor sentiment in African was positive during the 
week. Consequently, most regional stock indices gained. 
The South African TOP 40 index rose 4.5% in USD. 
Meanwhile, the Egyptian Hermes index gained 1.2% in 
USD by the end of Friday.

CPI inflation in South Africa slowed to 3.1% YoY in 
August, remaining just within the central bank’s 3-6% 
inflation target range. The deceleration in the headline 
gauge was primarily due to the easing of food price 
pressures. During the week, labour market metrics 
were released as well showing the unemployment rate 
declined to 23.3% in 2Q20, from 30.1%. The decrease 
in the headline unemployment gauge was not driven 
by the improvement in the jobs market, but by the fact 
that jobless workers felt discouraged or were unable to 
officially register themselves as jobseekers. The expanded 
unemployment rate, which captures this phenomenon, 
rose to 42%.

Real GDP in Morocco declined 14.9% YoY in 2Q20. 
The weakness was in broad-based as both agricultural 
(-6.3% YoY) and non-agricultural activities (-15.5% YoY) 
contracted. The deep recession can be explained by the 
lockdown measures throughout the quarter, the absence 
of tourists and the weakness in demand in Morocco’s key 
export markets.

The non-oil private sector PMI in Egypt emerged from 
contractionary territory in September, as it reached 50.4 
for the first time in 14 months. September was the third 
month in a row when both the production and new orders 
components were in expansion. 

PLEASE CONTINUE FOR 
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UNITED STATES DATE CONSENSUS

FOMC meeting minutes Wed/07

EUROPE DATE CONSENSUS

Eurozone: retail sales 
(Aug) YoY Mon/05 2.4%

Russia: CPI inflation (Sep) 
YoY Tue/06 3.7%

Poland: interest rate de-
cision Wed/07 0.10%

UK: monthly GDP (Aug) 
MoM Fri/09 5.0%

ASIA PACIFIC DATE CONSENSUS

South Korea and Taiwan: 
Markit manufacturing PMI 
(Sep)

Mon/05

Philippines: CPI inflation 
(Sep) YoY Tue/06 2.4%

India: Markit services PMI 
(Sep) Tue/06

China: Caixin services PMI 
(Sep) Thu/08 54.3

INDIA: POLICY RATE DECISION
LATIN AMERICA DATE CONSENSUS

Colombia: CPI inflation 
(Sep) YoY Tue/06 1.8%

Peru: interest rate decision Thu/08 0.25%

Brazil: retail sales (Aug) 
YoY Thu/08 4.6%

Chile: CPI inflation (Sep) 
YoY Thu/08 2.8%

AFRICA DATE CONSENSUS

Egypt: IHS Markit PMI 
(Sep) Mon/05

South Africa: Standard 
Bank PMI (Sep) Mon/05

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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