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Dear well informed investors,

The four and a half weeks between 11 June 2010 
and 11 July 2010 will see the planet gripped in the 
unrelenting clutches of the world’s most popular 
sporting event as more than 1 billion people 
witness the kickoff of the 2010 FIFA World CupTM 
in South Africa. What differentiates this year’s 
tournament from those of previous years is that 
for the first time in its 80 year history the World 
Cup will be played on the African continent after 
South Africa defeated Morocco and Egypt in an 
all-African bidding process.

Over a period of 31 days, 32 teams will compete 
in 64 matches to decide which team returns home 
victorious with the coveted World Cup trophy. But 
the World Cup is not just about 22 men chasing 
the eight panel thermally-bonded spherically-
molded ethylene-vinyl acetate and thermoplastic 
polyurethane ball around the 105m x 68m turf 

pitch. The World Cup is as much about the socio-
economic benefits that the host nation often 
derives from hosting the world’s most prestigious 
sporting event. The final report on 2006 World 
Cup in Germany showed that the event generated 
an additional USD399m in tourism revenue, 
USD2.6bn in retail sales and created 50,000 new 
jobs. According to FIFA, more than USD3.2bn in 
contracts have been signed for the 2010 World 
Cup, the highest for any previous tournament, 
which includes television rights, marketing rights, 
hospitality rights and licensing. In addition to 
the directly attributable revenue benefits from 
the event, the more significant benefits are 
realised at the national level where infrastructure 
development leads directly to GDP growth and job 
creation. The net additional economic impact is 
estimated at 0.54% of GDP in 2010 according to 
figures from consultancy Grant Thornton. Grant 
Thornton estimate the gross economic impact 
will be R93bn (USD11.9bn), with 62% expected 

to be generated pre-2010 and 38% during the 
course of the year. Foreign tourism will account 
for 16% of the gross impact. It is also estimated 
that 145 000 direct jobs that have been created 
through infrastructure development initiatives 
while between 245 000 and 450 000 indirect jobs 
have been created in South Africa as a result of the 
World Cup. It is hoped that this level of stimulus will 
sustain prosperity until well after the vuvuzelas 
fall silent.  

In this month’s newsletter we look at the colossal 
ECB/IMF rescue package for the Eurozone’s 
struggling debt markets and closer to home we 
look at the latest developments on Dubai World 
restructuring. Our Product Spotlight discusses 
the Gateway US Equity Fund, an alternative to 
traditional US equities which seeks to capture 
a substantial portion of the long-term return 
potential of equities, while exposing investors to 
less risk than other equity investments.  

To learn more about this fund 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 June’s asset management update from ADCB
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In May, 2010, all equity markets worldwide fell 
sharply after concerns over the European debt 
crisis, and discouraging macroeconomic data 
unsettled investor confidence in risky assets. US 
markets were bearish in May on worries Europe’s 
debt crisis may spread. In addition, higher jobless 
claims in May and stalled consumer spending in 
April exacerbated the fall. NASDAQ, S&P 500 
and Dow Jones indices slumped 8.29%, 8.20% 
and 7.92%, respectively. In Europe, investor 
confidence was rattled due to increasing 
regulation as Germany banned naked short-selling 
and speculative trading in European Government 
Bonds with credit-default swaps. In response, 
the FTSE 100 fell 6.57%. In Asia, the Nikkei 
225 crashed 11.65% in May on growing signs 
of stress in European financial institutions and 
yen appreciation against the euro and dollar. 
In addition, slower than expected Japanese 
GDP growth undermined hopes of an economic 

recovery. The Hang Seng fell sharply by 6.36% 
after the government tightened rules on property 
sales and China’s manufacturing growth slowed. 
In addition, rising consumer inflation and housing 
prices in China increased concerns that the country 
will need to act further to cool its economy. The 
Sensex 30 lost 3.50% on fears of a slower than 
expected global economic recovery.

Undermined by markets elsewhere, the GCC region 
also suffered losses in May, with all seven indices 
ending lower. The TASI plummeted 10.88% due 
to weak Petrochemical Industries and Transport 
stocks, while the DSM retreated 10.09% plagued 
by lacklustre Industrial and Services shares. The 
DFM lost 9.22% due to weak Real Estate and 
Investment & Financial sectors, while the ADX 
shed 6.23% as Real Estate and Consumer stocks 
fell back.
 

The Eurozone debt crisis underlined the fact that 
the region’s economic growth will underperform 
that of the US. As a result, the dollar strengthened 
against major currencies, while the yield on US 
Treasury 10-year notes fell. Demand for Gold also 
increased, yielding gains of 2.72%.

OPEC and NYMEX crude prices plunged 15.52% 
and 14.14% on fears of slower demand due to the 
ongoing Eurozone credit crunch. 

Dubai’s 5-year government bond (USD 
denominated) spread increased by 75 bps m-o-m 
in May as the debt burden facing European 
economies and financial regulations imposed by 

Germany undermined risk appetite worldwide. 
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Index Snapshot (World Indices)

Index Latest 1M Change 1Yr Change YTD
S&P 500 1,089.41 (8.20%) 18.52% (2.30%)

Dow Jones 10,136.63 (7.92%) 19.25% (2.79%)

NASDAQ 2,257.04 (8.29%) 27.21% (0.53%)

Hang Seng 19,765.19 (6.36%) 8.77% (9.63%)

Nikkei 9,768.70 (11.65%) 2.59% (7.37%)

FTSE-100 5,188.43 (6.57%) 17.44% (4.15%)

Sensex 30 16,944.63 (3.50%) 15.86% (2.98%)

MSCI World 1,079.80 (9.91%) 11.32% (7.59%)

MSCI EM 926.40 (9.18%) 19.83% (6.37%)

TASI 6,120.52 (10.88%) 3.85% (0.02%)

DFM 1,579.54 (9.22%) (15.90%) (12.42%)

ADX 2,604.17 (6.23%) (2.81%) (5.08%)

KSE 6,699.70 (8.22%) (17.80%) (4.36%)

BSE 1,450.28 (8.90%) (10.60%) (0.55%)

MSM 30 6,294.43 (7.85%) 14.44% (1.17%)

DSM 6,785.96 (10.09%) (2.79%) (2.49%)

Commodities, Yields and Currencies

Commodity Latest 1M Change 1Yr Change YTD
NYMEX Crude 73.97 (14.14%) 11.55% (6.79%)

OPEC 70.62 (15.52%) 14.33% (8.44%)

Natural Gas 4.34 10.74% 13.19% (22.09%)

Gold 1,212.20 2.72% 23.85% 10.68%

Platinum 1,547.40 (11.33%) 29.38% 5.99%

Copper 6,926.00 (5.96%) 45.02% (5.72%)

Sugar 14.19 (6.34%) (8.92%) (47.35%)

Soybean 937.60 (5.24%) (20.81%) (9.81%)

Corn 359.00 (1.97%) (17.70%) (13.37%)

Wheat 457.60 (6.92%) (28.19%) (15.48%)

Rice 11.64 (5.83%) (5.75%) (20.12%)

Yields and Currencies Latest 1M Change 1Yr Change YTD

2Y US Treasury 0.76 (0.22) (0.17) (0.33)

10Y US Treasury 3.31 (0.10) (0.04) (0.14)

EUR 1.2276 (7.71%) (13.16%) (14.37%)

GBP 1.4531 (5.07%) (10.06%) (10.13%)

JPY 91.26 (3.17%) (4.41%) (1.96%)



European Rescue Package and Dubai World 

restructuring positive for markets  

Following sovereign credit rating downgrades by 
Standard & Poor’s (S&P) affecting several European 
economies including Greece, Portugal and Spain 
on concerns regarding rising sovereign debt levels, 
the European Central Bank (ECB) and International 
Monetary Fund (IMF) jointly announced a EUR 750bn 
(USD 1tn) rescue package to prevent the debt crisis 
from spreading, reduce counter-party risk and  
improve liquidity. 

While the rescue package has successfully curtailed 
speculation regarding the break-up of the European 
Union (EU), it attempts to restore short-term stability 
in financial markets so that long term structural 
issues can be resolved. On the one hand, the rescue 
package provides an opportunity for the Greek 
economy to bring its current fiscal deficit of 13% 
of GDP into line with the EU 3% cap over the next 
three years by raising more tax revenue and cutting 

government spending. On the other, the economic 
recovery is likely to be much slower given more limited 
monetary options now available including printing 
currency under the unified currency system.  

In the wake of the Greek debt crisis, the euro has 
recently come under intense pressure amid increasing 
concerns of a possible contagion effect both within 
the Eurozone and worldwide. While the rescue 
package has injected much needed liquidity, global 
risk appetite has already deteriorated sharply, as 
shown by the recovery in the dollar index during the 
past few months. The Dollar Index has jumped from 
~78 at the end of 2009 to ~87 recently. Poorer risk 
appetite has led to increased demand for safe-haven 
dollar denominated assets including US treasury 
bonds and Gold.  

Macro Economic Trends
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USD vs. Euro
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Furthermore, such near term uncertainty has resulted 
in lower commodity prices driven by fears of a slower 
global economic recovery. However, this is generally 
positive for emerging markets grappling with the near 
term threat of rapidly rising inflation. Consequently, 
the rate at which central banks may tighten monetary 
policy should slow.  

Separately, in UAE markets, investor confidence 
improved on greater clarification concerning Dubai 
World debt restructuring following an in principle 
agreement by the creditors’ co-ordinating committee 
(comprising 60% of the Company’s bank lenders) to 
restructure USD 23.5bn in debt. After restructuring 
the Company’s financial indebtedness will total 
approximately USD 14.4bn comprising two tranches 
of 5- and 8-year maturities. The Government of Dubai 
will convert USD 8.9bn of debt and claims into equity 
in Nakheel and commit to fund a maximum of USD 
500mn in SG&A expenses and an interest facility of 

up to USD 1bn while maintaining 100% ownership 
of the Company. As these restructuring proposals 
treat both international and domestic creditors alike, 
we believe it will go a long way to restore lender 
confidence in UAE companies and improve credit 
availability.
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While mutual funds offer the benefit of diversification 
Highbridge Capital Management is a leading global 
alternative asset management firm. Bought by 
JPMorgan Asset Management in 2004, together, we 
are one of the world’s largest hedge fund managers.

The Highbridge Statistical Market Neutral Fund is a 
unique product, providing the best of both worlds; 
a mutual fund that combines the transparency and 
accessibility of traditional funds with the innovation 
of a hedge fund strategy.

The fund is designed to produce positive, above cash 
returns independent of market direction with bond 
like risk.

What is Statistical Market Neutral strategy?
It is a sophisticated and fully automated investment 
process that uses mathematical models to exploit 
small pricing anomalies.

What about the fund manager?
The product is driven by the mathematical models 
through computerised trading. An expert team of 
mathematicians and scientists are responsible for 
the continual development of the trading system. 
There is no single specific fund manager risk.

What does the fund actually buy?
The fund takes both long and short positions (hence 
it’s hedge like behaviour) in the US securities market. 
The fund uses derivative instruments and therefore 
doesn’t invest in the physical securities themselves 
preferring to invest in cash or cash equivalents.

What does the word ‘neutral’ imply in the title 
of the fund?
The fund is as the name suggests, entirely neutral 
in it’s positioning within the market. The long and 
short positions are continually balanced to remain to 
a neutral exposure as are the allocations to sectors 
within the market. The fund therefore will never 
have an over exposure to a certain type and/or 
market sector.
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ADCB US Linked Account

CONTINUE

The direction of the U.S. economy, and consumption 
levels, constitute a main driver for global economical 
growth. Being, by far, the single largest economy in 
the world, the United States as both a geographical 
region and economic entity, should form a part of 
every investor’s portfolio. 

Witnessing the spark that ignited the recent global 
recession (Sub-prime Mortgages), and subsequently 
establishing new heights when it comes to 
government bailouts, the U.S. growing consumption 
levels will be the main driver behind recovery.

To provide clients with access to this astonishing 
economy, ADCB has designed the ADCB U.S. Linked 
Account, a simple, one year, 100% capital guaranteed 
product providing exposure to a main index that 
mirrors the state of the U.S. economy, being the 
S&P 500.

The S&P 500: 
The S&P 500 is a free-float capitalization-weighted 
index published since 1957 of the prices of 500 
large-cap common stocks actively traded in the 
United States. The stocks included in the S&P 500 
are those of large publicly held companies that 
trade on either of the two largest American stock 
market companies; the NYSE Euronext and the 
NASDAQ OMX.

After the Dow Jones Industrial Average, the S&P 
500 is the most widely followed index of large-cap 
American stocks. It is considered a bellwether for 
the American economy, and is included in the Index 
of Leading Indicators. Many mutual funds, exchange-
traded funds, and other funds such as pension funds, 
are designed to track the performance of the S&P 
500 index. Hundreds of billions of U.S. dollars have 
been invested in this fashion.

Summary and Payout Scenario of Product Features:

JUNE 2010 ISSUE 6

Index Snap shot (World Indices) 

Name                                                     ADCB US Linked Account  

Currency                                               AED  

Underlying                                           S&P 500 Public Access: http://www.bloomberg.com/apps/quote?ticker=SPX%3AIND

Capital Protection                               100% 

Trade Objective & Payout          Provide investors with  the full upside performance of the S&P500 Index, capped at 8%, and floored at 0%  

Launch Date                                        27 May 2010  

Last Date for Subscription                20 June 2010 

Strike Date                                          22 June 2010

Tenor                                                    1 Year

Fee                                                        NIL  

Minimum Investment                         AED 30,000 

Liquidity                                               None. Investor has to hold to Maturity 

Summary and Payout Scenario of Product Features:

Payout Example:
If at Maturity, the S&P500 Index is lower than its Initial Price, investor will get 100% of its capital, and No coupon.
Otherwise, if at Maturity, the S&P500 Index is up 7% for example, investor will receive 100% of his capital + 7% coupon,
Otherwise, if at Maturity, the S&P500 Index is up 11% for example, investor will receive 100% of his capital + 8% coupon.

Subscriptions are open starting the 27th May, with a minimum of AED 30,000. For more information please contact your relationship manager.
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Fund House Performance

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

Equity Funds
M&G GLOBAL LEADERS-$-A-ACC     USD 7.25 (9.71%)  (3.07%)  (4.86%)  15.26%  (34.98%) 16.43%
BNP PARIBAS ISLAMIC-EQY OPTIMISER-$-C-ACC                 USD 1,078.14 (8.90%) (6.45%)  (7.38%)  6.98%  (18.20%) 14.90%
SCHRODER INTL EMERG MKTG-AAC USD 11.06 (10.59%)  (1.69%)  5.39%  17.04%  (5.63%)  21.27% 
M&G AMERICAN FUND-$-A-ACC USD 8.21 (9.20%)  (0.92%)  1.92%  23.42%  (25.86%) 15.25% 
SCHRODER INTL EURO EQT-A ACC EUR 18.15 (6.20%) (2.16%)  (4.17%)  8.88%  (39.22%) 16.60% 
JPMORGAN F-JF PAC EQ-A-A$ USD 11.59 (9.31%) (2.85%)  (2.61%)  12.85%  (19.46%) 15.06% 
SCHRODER INTL BRIC-$-A-ACC USD 178.56 (9.30%) (2.76%)  (9.25%)  13.55%  (0.72%)  19.66% 
CAAM ISLAMIC BRIC QUANT FUND-$-C-ACC USD 179.91 (8.77%)  (2.48%)  (5.24%)  17.45%  N/A 22.11% 
AL-NOKHITHA FUND-ACC AED 4.11 (7.43%) 5.38%  (3.52%) 2.24%  (61.59%) 32.09 % 
ADCB-MSCI UAE INDEX FUND-ACC AED 4.19 (10.66%) 7.71%  (7.71%) (2.56%)  (60.99%) 39.503% 
ADCB-MSCI ARABIAN MKT $-ID-ACC USD 5.16 (10.73%)  (3.91%/)  0.00%  1.38%  N/A 18.12% 

Fixed Income 
BNY MELLON GL-GLOBAL BOND-$A USD 1.95 (0.69%)  (1.48%) (5.64%) 4.54%  16.64%  7.42% 
ING (L) RENTA-EM MK DB LC-XC USD 53.11 (4.68%)  (1.88%)  (2.28%)  4.92%  7.51%  6.57% 
SCHRODER INTL GL CORP BD-AAC USD 8.33 (0.48%)  1.34%  3.74%  17.66%  17.99%  4.87% 

Commodities
DB PLATINUM-COMMODITY $-I1C USD 18,679.09 (6.91%)  (6.94%) (6.71%)  9.10%  21.49%  16.82% 
JPMORGAN F-GLB NAT RE-$-A-ACC$ USD 14.83 (10.66%)  0.68%  (5.06%)  26.97%  (21.49%) 22.78% 

Real Estate
HENDERSON HOR-G PROP EQTY $-A2 USD 11.39 (9.96%)  1.70%  3.73%  30.47%  (37.35%) 19.56% 
 
Hedge
JPM INV-HIGH STAT MAR N-A$H USD 154.24 (1.11%) (2.67%) (2.59%) (4.00%) N/A 2.47% 
GATEWAY U.S. EQUITY FUND $-IA USD 105.97 (3.87%)  (1.70%)  (1.30%)  4.92%  (10.25%) 5.91% 

Balanced
Fidelity Multi-Asset Navigator Fund $-A-ACC USD 9.58 (7.04%)  (2.98%)  (5.57%)  12.50%  (4.54%) 13.65% 
      
Index
MSCI WORLD USD 1,079.80 (9.91%) (4.72%)  (6.02%)  11.32%  (33.22%) 16.90% 
MSCI EM USD 926.40 (9.18%)  (1.02%)  (2.80%)  19.83%  (8.71%)  20.33% 
S&P Global REIT Index USD 112.89 (8.06%)  2.02%  3.47%  33.57%  (47.72%) 20.70% 
S&P GSCI Official Close Index USD 4,009.25 (13.19%)  (9.05%)  (10.81%)  (5.29%)  (31.02%) 18.72% 
US Cash Indices LIBOR Total Return USD 175.25 0.02%  0.06%  0.12%  0.36%  7.79%  0.05% 
MSCI UAE  USD 302.45 (11.33%) 2.71%  (10.17%) (4.67%)  (50.70%) 35.33% 
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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.
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