
Asset Management Updates from ADCB
MARCH 2010, Issue 3

GLOBAL MARKET
PERFORMANCE

WELCOME MACRO 
ECONOMIC 

TRENDS

PERFORMANCE 
REVIEW

INVESTING
TODAY

PRODUCT
SPOTLIGHT



Dear well informed investors

I had the recent pleasure of seeing Tim Burton’s 
magnificent 3D adaptation of Alice in Wonderland 
and was reminded of the few lines from the 
original 1951 Disney version of the Lewis Carroll 
classic: “Nothing would be what it is, because 
everything would be what it isn’t. And contrary 
wise, what is, it wouldn’t be. And what it wouldn’t 
be, it would. You see?” This, in many ways, 
describes the present state of global financial 
markets where the environment that we were 
once comfortable with has been replaced with 
a new “normal”. An environment where things 
are often not what they seem, forcing us to be 
nimble and defensive in our investment decisions. 
This is particularly true considering that the 
economic landscape over the last 4 weeks was 
once again dominated by the deteriorating credit 
situation in some EU member countries which 
impeded financial market activity throughout the 

month of February. The notion of a “risk-free” 
investment being US and EU sovereign bonds 
has now become highly questionable as Portugal, 
Italy, Greece and Spain stand at the epicentre 
of a looming sovereign debt crisis. The crisis has 
been exacerbated by revelation that Greece (and 
possibly others) secured large-scale off balance 
sheet funding through the use of financial 
derivates in the form of currency swap contracts 
to mask the full extent of its growing deficit. The 
exit through Alice’s rabbit hole back to economic 
normalcy will remain elusive while this credit 
situation remains unresolved. 

We are starting to see some early signs of 
monetary tightening in emerging markets such as 
India and China on the back of growing inflation 
and robust economic growth, a topic we expand 
upon later in this newsletter. What is interesting 
to note is the commitment to loose monetary 
policy across developed markets, particularly the 

US. What is also interesting to note is the lack of 
inflation in some developed markets which seems 
contrary given the level stimulus we have seen in 
these markets. This is a largely function of tighter 
lending conditions within the banking sector and 
a reduction by consumers of their debts which 
reduces “multiplier” effect of deposits thereby 
negating the intended effects of stimulus. Equally 
compelling is the fact that the money multiplier in 
the some US states is now below 1, indicating that 
each $1 of deposit is being converted into less 
than $1 of lending as banks continue to increase 
reserves. In the words of young Alice, “Curiouser 
and curiouser!”

In this month’s newsletter we introduce two 
new funds to the distribution platform; these 
funds have the distinction of being first Shari’ah 
compliant funds on our WealthDesign™ platform. 
In the coming months we intend to expand this 
universe to include Shari’ah compliant funds 

across all permissible asset classes. To learn more 
about these funds and other ADCB investment 
products and services please contact your ADCB 
Relationship Manager or SMS INVEST to 2626.

Kind Regards,
Mark Friedenthal
Head of Asset Management

Welcome to March’s asset management update from ADCB
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For the month of February, the NASDAQ, S&P 500 
and DJIA rebounded 4.23%, 2.85%, and 2.56%, 
respectively, after Federal Reserve Chairman Ben 
Bernanke reassured lawmakers that interest rates 
would remain low, promising more cheap money 
for investors. This leaves the US markets with a 
YTD loss of roughly 1%. Moreover, higher retail 
sales and manufacturing sector expansion boosted 
investor confidence. In Europe, the FTSE 100 
gained 3.20% as consumer confidence improved 
and UK GDP rose 0.3% in Q4 2009. In Asia, the 
Hang Seng closed 2.42% higher reflecting a 
slowdown in Chinese inflation in January, and a 
7.8% increase in foreign direct investment in China 
in January. The Sensex posted a marginal gain of 
0.44% resulting from a 16.8% y-o-y increase in 
industrial production in December limited by the 
continued increase in inflation. The Nikkei slipped 
0.71% due to an unexpected 0.3% decline in 
Japan’s all-industry activity in December 2009 
compared to November, and due to concerns raised 

by Nomura Holdings Inc.’s equity sale, intended to 
rebuild capital, that shareholder value would be 
reduced.

In the GCC region, the Dubai World situation 
stabilised following plans to restructure debts 
worth USD 22bn by the end of March. All seven 
Indices closed higher, led by the KSE and DSM, up 
5.03% and 4.79%, respectively. In the UAE, the 
ADX rose 2.67% due to optimism in the Telecom, 
Healthcare and Consumer sectors, while the DFM 
closed slightly higher, up 0.18% after Materials 
sector gains were dampened by the Utilities sector. 
Other indices closing higher included the TASI, MSM 
30, and BSE all ending the month over 2% up.  

Crude, Gold, and Copper rose 9.29%, 3.26% and 
0.43%, respectively in February, on concerns that 
Greece’s budget deficit would increase demand for 
commodities as a non-currency based investment 
alternative.

The dollar performed well against major 
currencies as concern over Greece’s fiscal woes 
placed pressure on the Euro. At the same time, 
US GDP growth of 5.9% p.a. in Q4 2009, and 
manufacturing sector improvements supported a 
more positive outlook for the dollar. 

The yield on US Treasury 10-year notes remained 
unchanged, down only slightly during the month. 

Tracking high risk perception in the UAE region, 
the Dubai five year government bond (USD 
denominated) spread increased by 110 bps month-
on-month to 605 in February.

Global Market Performance
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Index Snap Shot (World Indices) 

Index Latest 1M Change 1Yr Change  YTD

S&P 500  1,104.49 2.85% 50.25% (0.95%)

Dow Jones 10,325.26 2.56% 46.19% (0.99%)

NASDAQ  2238.26 4.23% 62.45% (1.36%)

Hang Seng  20,608.70 2.42% 60.86% (5.78%)

Nikkei  10,126.03 (0.71%) 33.79% (3.99%)

FTSE- 100  5,354.52 3.20% 39.80% (1.08%)

Sensex 30  16,429.55 0.44% 84.78% (5.93%)

MSCI World  1,133.35 1.23% 50.94% (3.01%)

MSCI EM 935.93 0.25% 87.45% (5.41%)

TASI  6,437.50 2.96% 41.73% 5.16%

DFM  1,592.91 0.18% 2.18% (11.68%)

ADX  2,703.56 2.67% 13.76% (1.46%)

KSE  7,378.80 5.03% 14.50% 5.33%

BSE  1,518.06 2.69% (3.77%) 4.10%

MSM 30  6,689.31 2.41% 37.82% 5.03%

DSM  6,872.82 4.79% 54.86% (1.24%)

Commodities, Yields and Currencies 

Commodity Latest 1M Change 1Yr Change YTD

NYMEX Crude 79.66 9.29% 77.97% 0.38%

OPEC 74.60 4.48% 73.69% (3.28%)

Natural Gas 4.81 (6.26%) 14.58% (13.68%)

Gold 1,118.30 3.26% 18.78% 2.11%

Platinum 1,538.00 2.44% 41.71% 5.34%

Copper 7,072.00 0.43% 108.61% (3.73%)

Sugar 23.60 (21.07%) 71.89% (12.43%)

Soybean 951.00 4.05% 8.76% (8.52%)

Corn 378.00 6.06% 7.82% (8.78%)

Wheat 506.40 6.84% (0.78%) (6.46%)

Rice 13.43 (5.42%) 8.61% (7.79%)

Yields & Currencies Latest 1M Change 1Yr Change YTD

2Y US Treasury 0.81 (0.01) (0.19) (0.29)

10Y US Treasury 3.61 (0.01) 0.19 (0.06)

EUR 1.3618 (1.77%) 7.42% (5.01%)

GBP 1.5247 (4.65%) 6.81% (5.71%)

JPY 88.87 (1.54%) (8.94%) (4.52%)
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Emerging markets begin monetary tightening 

During the credit crisis, central banks worldwide 
favoured extremely relaxed monetary conditions in 
order to maintain sufficient financial market liquidity. 
Moreover, governments proposed substantial bail out 
packages to support balance sheets of key financial 
institutions. 

Supported by active measures taken by central banks 
and the government, global economies have emerged 
from recession. Driven by rising demand from 
emerging markets, most commodities prices have 
recovered over the past year. While crude oil prices 
have increased by over 70%, those of non-ferrous 
metals such as Copper, Zinc and Aluminium have 
risen sharply by 60-110%. Moreover, property prices 
have begun to recover in the last six months while 
FI inflows have surged in emerging equity markets. 
Consequently, inflation expectations have increased 
in these markets. 

As a result, both China and India have tightened their 
reserve requirements in recent months to control 
liquidity as central banks try to balance economic 
growth and inflation. The Peoples Bank of China 
(PBOC) has raised its reserve requirement twice (with 
an aggregate increase of 100 bps) so far this year 
to try to contain inflation and manage the risk of a 
possible asset price bubble following a 9.5% y-o-y 
surge in property prices in China in January 2010, the 
highest over the past 21 months. In addition, there 
are visible signs that the credit market is beginning 
to overheat with an additional CNY 1tn in new loans 
reported in the first two weeks of the current year, 
more than double the monthly average of CNY 400bn 
reported in H2 2009. 

Macro Economic Trends
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Moreover, with GDP growing at 10.7% in Q4 2009, 
faster than at any time since 2007, the PBOC is less 
concerned about economic growth. Similarly, the 
Reserve Bank of India (RBI) has raised its cash reserve 
ratio for banks by 75 bps following an increase in the 
Wholesale Price Index (Inflation) of nearly 9% due 
to higher food prices. Moreover, as GDP growth has 
accelerated during the last two quarters (6.1% in Q1 
FY 2010 and 7.9% in Q2 FY 2010) the RBI intends to 
gradually withdraw its monetary stimulus. Elsewhere, 
the Reserve Bank of Australia has raised its key cash 
rate by 100 bps since October 2009 as economic 
conditions continue to improve.

However, monetary tightening has been confined to 
countries that either had no major banking problems 
or suffered only a mild recession/economic slowdown. 
While monetary policies remain extremely soft in 
developed markets, their economic recovery is still 
weak. As a result, central banks are wary of any policy 

error that could derail the current fragile recovery. 
Further, central banks in developed markets have 
avoided tightening monetary policies due to the 
slow improvement in credit markets and funding 
conditions. 

Macro Economic Trends
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ADCB Meethaq delivers Islamic Funds and other 
Shari’ah Compliant investment opportunities 
for clients diversified across all asset classes. 
Our focused approach and target industry 
segmentation help us deliver what we promise 
to all segments of our clients.  Our Investment 
and Fund products are consistent with Shari’ah 
principles and guided by Islamic Economics. Islamic 
law prohibits usury, the collection and payment 
of interest (Riba’), and trading in financial risk 
(which is seen as a form of gambling), investing in 
businesses that are considered haram in Islamic 
ethical code (such as businesses that deal in 
alcohol, pornography or pork). After eliminating 
companies that profit from unacceptable business 
activities, several financial and screening ratios 
are established by the Shari’ah Board to exclude 
companies that have unacceptable levels of debt 
or earn impure interest income. 

According to the financial ratios, each of the 
following amounts must be less than 33%: 

•		Total	debt	divided	by	trailing	24-month	average	
market capitalization. 
•		The	sum	of	a	company’s	cash	and	interest-
bearing securities divided by trailing 24-month 
average market capitalization. 
•		Accounts	receivables	divided	by	trailing	 
24-month average market capitalization. 

ADCB Meethaq does not charge or pay interest on 
any transaction. We treat depositors as investors 
distributing profits or losses from ventures 
according to shared risk taken by all concerned 
parties in the transaction. As the foundation of 
Islamic banking is based on ownership in tangible 
assets, this set-up creates a compelling incentive 
for making every investment as highly profitable as 
possible which in turn benefits everyone.

Introducing the ADCB Meethaq fund selection
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Investment Objective: Based on an active 
quantitative management approach, the objective 
is to outperform the Dow Jones Islamic Market 
BRIC equally weighted Index over the long term, 
by investing exclusively in Shari’ah compliant 
instruments. 

The Fund benefits from:
•		CAAM	Group’s	Quantitative	Active	Equity	
dedicated branch (a flexible company with the back 
up of a major financial group);
•		An	experienced	and	dedicated	investment	team	
in Islamic management (managing Shari’ah funds 
for Bank Saudi Fransi since 1999);
•		A	solid	track	record	in	managing	Shari’ah	
compliant BRIC equities 
•		And	a	unique	Shari’ah	compliant	equity	product	
giving access to dynamic markets.

CAAM Islamic BRIC Quant Fund
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Investment Objective: The fund seeks medium 
to long term capital gain by mostly investing in 
30 equities selected from the component of the 
Dow Jones Islamic Market Titans 100 Index. These 
stocks are the ones which have distributed the 
dividend having the highest yield over the previous 
year. 
 
This is globally diversified Islamic fund, from a 
reputable fund house, that has performed well 
against both its benchmark and conventional world 
equities.

Paribas Islamic Equity Optimiser Fund
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A large set of our investors are seeking exposure 
to the growing emerging economies, a major part 
of which are India and Brazil. 

One conventional way into achieving this exposure 
is through investing into mutual funds; however, 
ADCB has chosen to provide you with another 
alternative which, for some, may be more secure 
and efficient than mutual funds.

JP Morgan 5 Year Autocall on India & Brazil:

The Emerging Markets Autocall is a 5 year, USD 
denominated investment offering exposure to 
India and Brazil via the JPMorgan India Fund and 
the iShares MSCI Brazil Index Fund respectively 
(“the Underlyings”). This investment is suitable 
for investors with a bullish view on India and 
Brazil over a five year horizon, who are seeking a 
potential high return.

Investment Mechanism

•	On	an	annual	basis	the	performance	of	both	
Underlyings are observed since inception.

•	If	both	Underlyings	are	higher	than	100%	of	
their initial levels, the Note will early redeem and 
investors will receive 100% of their initial capital 
in addition to a coupon of (14.50% x N) N = 1 to 4, 
being the number of years that have elapsed.

•	At	maturity,	if	the	Note	has	not	been	early	
redeemed and both Underlyings are above 100% 
of their initial levels, investors receive 100% of the 
initial capital in addition to a coupon of (14.50% x 
5 ) = 72.50%

•	If	at	maturity	both	Underlyings	close	between	
50% and 100% of their initial levels, investors will 
receive 100% of their initial capital.

•	Otherwise	if	at	least	one	of	the	Underlyings	
closes below 50% of its initial level, investors 
will receive the final level of the least performing 
underlying.

Subscriptions are open starting the 16th of March, 
with a minimum of USD 30,000.

Investing Today
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Protection and Savings Solutions

 Realise your ambitions while protecting the things that matter most to you. Whether you’re
 thinking about saving for important milestones in your life, protecting your family from the
unexpected or simply for the accumulation of wealth, ADCB has the answer

For more information, contact your dedicated relationship manager or SMS “INS” to 2626 today
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Fund House Performance

Funds Currency NAV IM 3M 6M 12M 36M 12M Volatility

Equity Funds
M&G GLOBAL LEADERS-$-A-ACC     USD 7.48 (1.06%) (1.84%) 3.31% 59.83% (25.79%) 17.68%
BNP PARIBAS ISLAMIC-EQY OPTIMISER-$-C-ACC                 USD 1,152.5 0.51% (0.99%) 6.09% 43.24% (1.36%) 13.98%
SCHRODER INTL EMERG MKTG-AAC USD 11.25 (1.75%) (3.76%) 9.12% 80.29% 8.80% 25.21%
M&G AMERICAN FUND-$-A-ACC USD  8.29 1.89% 2.86% 7.98% 56.19% (17.38%) 13.62%
SCHRODER INTL EURO EQT-A-ACC EUR 18.55 (2.32%) (2.06%) (1.01%) 41.17% (30.50%) 19.22%
JPMORGAN F-JF PAC EQ-A-A$ USD 11.93 0.85% 0.25% 4.65% 54.33% (9.76%) 16.08%
SCHRODER INTL BRIC AC $ USD  183.62 (0.10%) (6.67%) 11.75% 81.12% 14.81% 26.99%
CAAM ISLAMIC BRIC QUANT FUND-S-C-ACC USD 184.49 3.07% (2.83%) 16.60% 110.58% N/A 34.74%    
AL-NOKHITHA FUND-ACC AED                 3.90 0.78%  (8.45%) (10.96%) 19.63% (57.93%) 27.62%
ADCB-MSCI UAE INDEX FUND-ACC AED               3.89          (4.42%)   (14.32%)      (17.93%)         35.07%       N/A                  38.63%
ADCB MSCI ARABIAN MKT ID-ACC USD               5.37           6.97% 4.07% 1.90%      48.75%     N/A 22.52%

Fixed Income 
BNY MELLON GL-GLOBAL BOND-$A USD              1.98         0.01%      (4.22%)          2.28%       13.04%     18.98%        7.95%
ING (L) RENTA-EM MK DB LC-XC USD               54.13        0.06%      (0.40%)       2.85%         21.61%     15.59%   6.57%
SCHRODER INTL GL CORP BD-AAC USD               8.22            0.24%      2.37%         5.38%            20.53%     15.94%  5.05% 

Commodities
DB PLATINUM-COMMODITY $-1C USD               20.071.1   4.45%    0.25%         4.36%    46.49%   28.54%          19.36%
JPMORGAN F-GLB NAT RE A ACC$ USD                14.73 1.31%   (5.70%)         17.75%       101.23%   (4.66%)   28.95%

Real Estate
HENDERSON HOR-G PROP EQTY-A2 USD                11.20 1.27%    2.00%            6.67%       83.91%      (36.51%)      24.95%
 
Hedge
JPM INV-HIGH STAT N-A$H USD                 158.47        0.25%     0.08%         (0.53%)       (2.12%)     N/A                3.13%
GATEWAY U.S. EQUITY FUND $-IA USD                 107.80    1.31%    0.40%             2.82%         17.00%      (5.19%)             5.85%

Balanced
Fidelity Multi-Asset Navigator Fund $-A-ACC USD                 9.87        0.67%     (2.67%)         5.01%       31.94%    N/A                11.56%
      
Index
MSCI WORLD USD                 1,133.4    1.23%       (1.36%)             4.40%        50.94%      (23.96%)       15.91%
MSCI EM USD                 935.9          0.25%      (1.80%)            11.49%       87.45%      4.51%            26.17%
S&P GLOBAL REIT Index USD                 110.7          2.25%        1.43%             7.51%        73.39%     (48.69%)     23.70%
S&P GSCI Official Close Index USD                  4,408.4      5.56%       (1.93%)           5.59%          29.04%      (23.13%)       22.87%
US Cash Indices LIBOR Total Return USD                 175.1           0.02%       0.06% 0.14% 0.63%          9.20%          0.13%
MSCI UAE USD                 294.5           (1.28%)   (12.54%)          (16.10%)          24.65%              (46.05%)               32.20%
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Disclosures:

This document is for information and illustrative purposes only; it is in no way an offer or solicitation to buy 
or sell any investment products, but only information being provided. ADCB will not be held liable for any 
information provided in this document which is stated to have been obtained from third party sources. This 
information may be based on assumptions or market conditions and may change without notice. 

The information in this report was prepared by employees of ADCB and is current as of the date of the report. 
The information contained herein has been obtained from sources that they believe to be reliable, but ADCB 
does not guarantee its accuracy, adequacy, completeness, reliability, or timeliness, and will not be held liable 
for any investment decisions made based on this information. Moreover, ADCB is not responsible for any 
errors or omissions or for the results obtained from the use of such information.  All information and estimates 
included in this report are subject to change without notice. ADCB will furnish, upon request, available 

investment information supporting this recommendation. This report is intended for qualified customers
of ADCB. 

The information provided in this document should be read in conjunction with the Fund Prospectus, Term 
Sheet and Subscription Agreement, potential investors must ensure that they read and understand the terms, 
conditions and information contained in the same. Past performance does not guarantee future results. 
Investment products are not bank deposits and are not guaranteed by ADCB. They are subject to investment 
risks, including possible loss of principal amount invested. Please refer to ADCB Terms and Conditions for 
Investment Services.

You may not redistribute this report without explicit permission from ADCB.


	Button72: 
	Button73: 
	Button74: 
	Button75: 
	Button76: 
	Button77: 
	Button78: 
	Button79: 
	Button80: 
	Button81: 
	Button82: 
	Button83: 
	Button84: 
	Button85: 
	Button86: 
	Button88: 
	Button89: 
	Button90: 
	Button91: 
	Button92: 
	Button94: 
	Button95: 
	Button96: 
	Button97: 
	Button98: 
	Button99: 
	Button100: 
	Button101: 
	Button102: 
	Button103: 
	Button104: 
	Button105: 
	Button106: 
	Button107: 
	Button108: 
	Button109: 
	Button110: 
	Button111: 
	Button112: 
	Button114: 
	Button115: 
	Button116: 
	Button117: 
	Button118: 
	Button119: 
	Button120: 
	Button121: 
	Button122: 
	Button123: 
	Button124: 
	Button125: 
	Button126: 
	Button127: 
	Button128: 
	Button129: 
	Button130: 
	Button131: 
	Button132: 
	Button133: 
	Button134: 
	Button135: 
	Button136: 
	Button137: 
	Button138: 
	Button139: 
	Button140: 
	Button141: 
	Button142: 
	Button143: 
	Button144: 
	Button145: 


