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Dear well-informed investors,

Welcome to our inaugural monthly asset 
management newsletter. Over the course of 
the following few pages we will attempt to 
offer a small glimpse into the machinations 
of global financial markets as we see them 
from behind our flickering screens of economic 
indicators, stock tickers and financial models. 
We would hope that you, the reader, will derive 
enough benefit from this newsletter to allow 
us to briefly occupy your time once a month 
as we discuss major market movements and 
themes.

Before we delve into the detail of this newsletter, 
let us take a few moments to consider the 
economic and market environment in which we 
presently find ourselves. At the height of the 
financial crisis in 2008 we saw an unprecedented 
“flight-to-quality” where any financial asset 
perceived as remotely risky garnered an excessive 

risk premium resulting in a widespread collapse of 
asset prices. Equities and credits were switched 
for US Treasuries and US Dollars. The ensuing co-
ordinated initiative by global central banks to flood 
the market with liquidity through quantitative 
easing (the process of increasing money supply 
to stimulate growth) has since produced one the 
most significant equity market rallies in history, 
lifting the S&P500 by 61.9% from it’s March 2009 
low.  Global markets now appear to be delicately 
balanced on the edge of a precipice as investors 
wait for economic indicators to validate the 
significant turnaround in equities.

Looking back, however, at global equity market 
performance over the first decade of the new 
millennium illustrates exactly how devastating the 
implosion of the credit bubble has been in what has 
come to be known as “the lost decade”. After closing 
1999 at a high, the S&P 500 index, a broad measure 
of US equity performance, fell 24.1% over the last 
decade, its worst performance since the 1930s. 

‘The social object of skilled investment should 
be to defeat the dark forces of time and 
ignorance which envelope our future’
John Maynard Keynes 

One major beneficiary of the global turmoil has 
been gold. Traditionally viewed as a hedge against 
inflation, the price of gold has risen steadily since 
the latter part of 2008. Even now as I write this 
letter I am watching the shiny yellow metal trade 
near new all time highs above USD1100. It is 
widely believed that the stimulus provided by 
central banks around the world, particularly the 
US, may not be the panacea that it set out to be 
and could ultimately result in elevated inflationary 
pressures. We expand further on this theme in the 
newsletter and offer an investment vehicle to take 
advantage of any further appreciation in the price 
of gold.

Local and regional funds have also delivered solid 
results over the 2009 calendar year. ADCB’s 

flagship UAE equity fund, Al Nokhitha Fund, 
gained 24.8% in a very challenging period for local 
equities. Local market valuations are at attractive 
levels and would expect to see robust performance 
once risk appetite returns.

Kind Regards,

Mark Friedenthal
Head of Asset Management
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In the US, the NASDAQ, S&P 500 and Dow Jones 
advanced 5.81%, 1.78% and 0.80%, respectively, 
extending gains in December, helped by lower 
initial jobless claims, increased consumer spending, 
and higher orders for durable goods. However, 
the rally was capped by concerns that the Federal 
Reserve will withdraw stimulus measures amid 
growing signs that the economy is improving and 
an unexpected decline in purchases of new homes. 
In Asia, the Nikkei surged 12.85% due to a rise in 
industrial production and retail sales in November.

 In addition, Japan’s exports fell at their slowest 
rate in 14 months in November as demand from 
Asia supported the country’s recovery. The FTSE 
gained 4.28% due to increased construction 
output and high consumer confidence in the UK 
and because the European Union ruled out the 
possibility of Greek state bankruptcy. The Sensex 
gained 3.18% after higher advance tax figures 
by India Inc indicated better Q3 results, as well 

as positive comments by the finance minister on 
GDP growth, also suggesting that there wouldn’t 
be an early exit from the present expansionary 
policy. The Hang Seng rose a marginal 0.23% 
as Hong Kong’s jobless rate fell to a nine-month 
low, supporting consumption and aiding the city’s 
economic recovery. 

The GCC region saw mixed sentiment in December 
with four Indices moving up and three down, even 
after Abu Dhabi provided USD 10bn in financial 
support to help Dubai’s debt-laden company Dubai 
World avoid defaulting on its bond payment. Abu 
Dhabi’s ADX rose 2.83% supported by the Telecom, 
Healthcare and Insurance sectors. Conversely, 
Dubai’s DFM fell 7.05% due to sharply lower 
Banking and Investment & Finance prices. 

Among commodities, Copper and Crude rose 
7.80% and 2.69%, respectively, as alternative 
investments to the rapidly depreciating dollar. 

However, after trading 34% higher during the first 
11 months of last year, profit-taking caused Gold 
to fall 7.27% in December. 

In the same month the dollar strengthened with 
investors now expecting the US economic recovery 
in 2010 to be stronger than in Europe and Japan. 

The yield on US Treasury 10-year notes rose 
steadily in December in response to the increased 
supply of US Government bonds.

The UAE corporate bond spread narrowed last 
month after Abu Dhabi provided USD 10bn in 
financial support to Dubai. Consequently, HSBC/
DIFX UAE Conventional US Dollar Bond Index 
and HSBC/ DIFX UAE Sukuk US Dollar Bond Index 
spreads fell by 45.3 bps and 110.1 bps month-on-
month to 374.7 and 628.8, respectively. 
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Index Snap Shot (World Indices) 

Index Latest 1M Change 1Yr Change  YTD

S&P 500  1,115.10 1.78% 23.45% 23.45%

Dow Jones 10,428.05 0.08% 18.82% 18.82%

NASDAQ  2,269.15 5.81% 43.89% 43.89%

Hang Seng  21,872.50 0.23% 52.02% 52.02%

Nikkei  10,546.44 12.85% 19.04% 19.04%

FTSE- 100  5,412.88 4.28% 22.07% 22.07%

Sensex 30  17,464.81 3.18%  81.03% 81.03%

MSCI World  1,168.47 1.69% 26.98% 26.98%

MSCI EM 989.47 3.81% 74.50% 74.50%

TASI  6,121.76 (3.68%) 27.46% 27.46%

DFM  1,803.58 (7.05%) 10.22% 10.22%

ADX  2,743.61 2.83% 14.79% 14.79%

KSE  7,005.30 1.03% (9.99%) (9.99%)

BSE  1,458.24 1.38% (19.17%) (19.17%)

MSM 30  6,368.80 0.18% 17.05% 17.05%

DSM  6,959.17 (3.26%) 1.06% 1.06%

Commodities, Yields and Currencies 

Commodity Latest 1M Change 1Yr Change YTD

NYMEX Crude 79.36 2.69% 77.94% 77.94%

OPEC 77.13 2.54% 116.78% 116.78%

Natural Gas 5.57 14.89 (0.89%) (0.89%)

Gold 1,095.20 (7.27%) 23.95% 23.95%

Platinum 1,460.00 0.03% 55.95% 55.95%

Copper 7,346.00 7.80% 153.14% 153.14%

Sugar 26.95 19.04% 128.78% 128.78%

Soybean 1,039.60 (1.96%) 6.93% 6.93%

Corn 414.40 2.93% 1.82% 1.82%

Wheat 541.40 (4.58%) (11.33%) (11.33%)

Rice 14.57 (4.87%) (5.05)% (5.05%)

Yields & Currencies Latest 1M Change 1Yr Change YTD

2Y US Treasury 1.14 0.07 0.50 0.50

10Y US Treasury 3.85 0.20 0.72 0.72

EUR 1,4336 (4.38%) 2.98% 2.98%

GBP 1.6170 (1.44%) 10.64% 10.64%

JPY 93.08 8.07% 2.53% 2.53%
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Emerging Markets leading the developed world

The past decade has been eventful for global 
equity markets, which witnessed the end of the 
technology boom, the effects of the September 
11 attacks on the US and subsequent invasions of 
Afghanistan and Iraq. Later, markets recovered and 
were inflated by a boom in house prices and record 
corporate results before the credit crunch sent indices 
worldwide sharply lower, creating fears of a second 
Great Depression. However, the decade ended 
more positively with a better established economic 
recovery gaining momentum. The FTSE All World 
index rose 32.3% in 2009 but fell 7.3% over the past 
decade, as gains in emerging markets failed to offset 
the impact of two major bear equity bear eras (i.e. the 
dot com burst and the credit crisis) in the developed 
world. The Dow Jones Industrial Average reached 
a record high of 14,164.53 in October 2007, just 
before the sub prime crisis gripped global markets. As 
a result, it closed 9.3% lower over the decade despite 
a strong rally since March 2009. Still, the broader-

based S&P 500 fared worse, falling 24.1% over the 
decade, its worst performance since the 1930s. 
Further, both FTSE 100 and Nikkei 225 fell 22% 
and 44% over the decade, respectively. However, 
emerging markets posted impressive returns. Russia’s 
Micex index reported a phenomenal increase of 802% 
over the decade supported by a boom in commodities 
industries. While India’s Sensex rose strongly by 
249% due to the rapid expansion of IT exports and 
domestic consumption demand, China enjoyed fast 
economic growth causing the Shanghai Composite 
index to rise 140% over the decade.

Currently, emerging markets are leading the 
developed world out of the current recession and 
will continue to report significant increases during 
2010-11. We therefore expect global equity markets 
to perform well although we remain cautious on 
prospects for developed markets over the next 
1-2 years partly due to reduced appetite for debt 
accumulation, the possible withdrawal of fiscal 
stimulus measures, monetary tightening and a 

persistent weak earnings outlook.  In our view, 
emerging markets, including India and China, may 
gain strongly based on their robust economies driven 
by massive consumption demand within the region. 
The Indian economy, in particular, is set to grow by 
as much as 7.75% in FY10 as per the government, 
reinforcing the belief that its domestic consumption 
led economy remains structurally sound. Moreover, 
the Chinese economy is expected to remain on its 
growth curve (IMF: 9% in 2010) due to a recovery 

in export demand from developed nations, with 
additional momentum from increased domestic 
demand and higher public spending targeting 
infrastructure development. As a result, these 
economies will continue to report massive liquidity 
flows into equity markets as institutions chase high 
returns. For example, Indian equity markets attracted 
over USD 17bn in FII flows in 2009. 

Macro Economic Trends
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HSBC/DIFX UAE Conventional US Dollar Bond Index Spread
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BlackRock Global Funds (BGF) is an open-ended 
investment company established in Luxembourg.  
The World Gold Fund seeks to maximize total 
return. The Fund invests globally at least 70% 
of its total assets in the equity securities of 
companies whose predominant economic activity 
is gold-mining. It may also invest in the equity 
securities of companies whose predominant 
economic activity is other precious metal or mineral 
and base metal or mineral mining. The fund invests 
in a relatively diversified portfolio of 50-80 stock.  
The Fund does not hold physical gold or metal.  
The fund invests in a limited number of market 
sectors. Compared to investments which spread 
investment risk through investing in a variety of 

sectors, share price movements may have a greater 
affect on the overall value of this fund. The fund 
invests in economies and markets which may be 
less developed.  Country and sector weightings are 
the product of stock selection.

The Fund can help to provide diversification within 
the context of a larger investment portfolio. 
Gold shares typically perform differently to 
other sectors as the price of gold bullion and 
not mainstream economic activity is their major 
earnings driver. Gold tends to be a ‘safe haven’ 
asset, and during periods of capital market 
volatility or political uncertainty its physical 
attributes become more highly valued.

Blackrock World Gold Fund
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Top 5 Holdings
Newcrest Mining 9.5
Kinross Gold 6.5
Minas Buenaventura 6.4
Goldcorp 5.9
Fresnillo 5.7

CONTINUE

GLOBAL MARKET
PERFORMANCE

WELCOME MACRO 
ECONOMIC 

TRENDS

PERFORMANCE 
REVIEW

INVESTING
TODAY

PRODUCT
SPOTLIGHT

JANUARY 2010 ISSUE 1



Blackrock World Gold Fund

Asset Management Updates from ADCB

PAGE 6

North America 55.3

Australasia 14.4

South Africa 11.2

Europe 8.5

China 4.0

Latin America 3.1

Former Soviet Union 1.3
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Despite the Abu Dhabi government’s provision of 
financial support for Dubai, CDS spreads in UAE 
markets remain high relative to pre-crisis levels. 
With UAE economic fundamentals still robust 
driven by the Abu Dhabi government’s strong 
balance sheet, and increasing oil output and non-
oil export earnings, we expect spreads to contract 
further, which could lead to a bond market rally. At 
the same time, we also regard UAE equity markets 
as substantially undervalued on a P/E multiple of 
8.2x compared to an average of 13.1x for the GCC 
region overall.

Investment Strategy
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Fund House Performance

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

Equity Funds
M&G GLOBAL LEADERS-$-A-ACC     USD 7.84 2.89% 4.26% 23.66% 41.01% (20.97%) 23.52%
SCHRODER INTL EMERG MKTG-AAC USD 12.24 4.70% 8.22% 29.94% 74.36% 15.80% 26.39%
M&G AMERICAN FUND-$-A-ACC USD  8.35 3.58% 5.59% 22.88% 35.52% (17.01%)  20.02%
SCHRODER INTL EURO EQT-A-ACC EUR 19.86 4.86% 1.64% 20.36% 27.63% (25.56%) 23.83%
JPMORGAN F-JF PAC EQ-A-A$ USD 12.12 1.85% 3.15% 15.87% 32.31% (9.42%) 22.44%
SCHRODER INTL BRIC AC $ USD  199.95 1.63% 11.20% 28.07% 84.03% 19.49% 25.83%    
AL-NOKHITHA FUND-ACC USD                 4.23            (0.70%)  (14.89%) 10.16% 24.78% (52.20%) 27.98%
ADCB-MSCI UAE INDEX FUND-ACC AED               4.52            (0.44%)   (17.22%)      11.60%         32.16%       N/A                  41.07%
ADCB MSCI ARABIAN MKT ID-ACC USD               5.10             (1.16%)     (7.44%)   4.08%       17.51%     N/A 27.40%

Fixed Income 
BNY MELLON GL-GLOBAL BOND-$A USD              1.97         (4.57%)      (1.58%)          5.35%       3.59%     18.92%        10.76%
ING (L) RENTA-EM MK DB LC-XC USD               53.98        (0.68%)      0.90%         5.66%         12.43%     15.64%   9.95%
SCHRODER INTL GL CORP BD-AAC USD               8.10            0.87%       2.40%         9.91%            18.08%     15.55%  5.53% 

Commodities
DB PLATINUM-COMMODITY $-1C USD               21,115.84   5.47%     8.91%          21.30%     41.13%   44.26%          18.28%
JPMORGAN F-GLB NAT RE A ACC$ USD                15.50         (0.77%)    14.39%         35.49%       117.39%   3.89%   26.36%

Real Estate
HENDERSON HOR-G PROP EQTY-A2 USD                11.65           6.10%     6.30%            30.90%       45.99%      (30.57%)      34.28%
 
Hedge
JPM INV-HIGH STAT N-A$H USD                 157.32        (0.64%)     (1.89%)          (1.77%)       (3.41%)     N/A                3.53%
CAAM INVEST-VAR 4 EUR-C USD                 1,225.77    1.19%    1.10%             5.55%         13.71%      8.89%             3.48%
      
Index
MSCI WORLD USD                 1,168.47    1.69%       3.68%             21.20%        26.98%      (21.24%)       23.27%
MSCI EM USD                 989.47          3.81%       8.25%            29.97%       74.50%      8.42%            28.53%
S&P GLOBAL REIT Index USD                 113.38          3.92%        3.60%             35.65%        25.28%     (44.41%)      36.55%
S&P GSCI Official Close Index USD                  4,534.17      0.86%       8.42%           6.50%          13.48%      (19.43%)       24.48%
US Cash Indices LIBOR Total Return USD                 175.08           0.02%       0.07%            0.20%          0.80%          10.15%          0.13%
MSCI UAE USD                 329.13           (2.25%)   (16.71%)          9.56%          32.69%              (37.65%)               32.63%v

Performance Review

GLOBAL MARKET
PERFORMANCE

WELCOME MACRO 
ECONOMIC 

TRENDS

PERFORMANCE 
REVIEW

INVESTING
TODAY

PRODUCT
SPOTLIGHT

JANUARY 2010 ISSUE 1



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. 

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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