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Highlights of the Month

• Major asset classes witnessed another month of positive performance, however, at a reduced pace

• A continued improvement in macroeconomic data and fed staying on course underpinned sentiment 

• MSCI All Country World Index rose 1.4% and EM increased 2.1% outperforming DM by 0.8%

• MENA equities - S&P Pan Arab Composite Index increased 1.3% on strong gains in the UAE

• In our EM fixed income universe, the Bloomberg Barclays EM USD Aggregate TRI returned 0.9% 

• In EM sovereigns, Africa/Middle East and South & Central America regions were the two biggest contributors

• Brent rallied 3.1% and base metals – Copper and Aluminum gained 4.3% and 2.1%, respectively   

• We are overweight equities (value/reopening) and commodities and underweight fixed income
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Global Equities: Global equities recorded fourth
consecutive month of gain, however, the pace of
increase slowed down significantly. Strong US April CPI
reading created volatility in the market, however, the
Fed members assurances of sticking to the dovish
monetary policy and strong manufacturing and service
PMI readings in US and Europe underpinned the
markets. MSCI All Country World (ACW) Index and S&P
500 Index closed the month up 1.4% and 0.5%,
respectively. 10-year US Treasury yield spiked to 1.69%
during the beginning of the month on a stronger than
expected CPI reading, however, it later closed the
month 3bps down reaching 1.59%. Strong PMI data and
recovery in the mobility in the developed markets post
most targeted populations getting vaccinated led to a
strong rotation towards value and reopening names.
MSCI ACW Value Index gained 2.8% outperforming the
MSCI ACW Growth Index by 2.9%. In US Dow Jones
Index rose 1.9% while Nasdaq Composite Index fell 1.5%.
S&P 500 companies reported earnings growth of 47%
YoY in 1Q 2021 and beat consensus expectation by 27%.
Despite a strong beat, inflation and stretched valuation
concerns continue to weigh on growth equities in tech
and consumer discretionary sectors. S&P 500 materials,
energy and financials were top performing sector
rallying 5%, 4.9% and 4.7%, respectively.

The US May IHS Markit flash PMIs for manufacturing and
services rose to their highest levels on record and both
beat expectations in May thereby underscoring solid
demand that is contributing to added inflationary
pressures. Manufacturing and Service PMIs rose to 62.1
and 70.1, respectively. The IHS market gauges of input
prices also climbed. Headline inflation in April
accelerated at its fastest pace in more than 12 years
with CPI rising 4.2% YoY vs the consensus expectation of
3.6%. Low base effect in 2020 was one of the key
reasons behind the big annual gain. However, even on

MoM basis inflation increased 0.8% vs the expectation of
0.2%. The core CPI was also much above the estimates
increasing 3% YoY and 0.9% MoM. Core PCE, the Fed’s
preferred inflation gauge, increased 3.1% YoY vs 2.9%
expected. Price surges came amid supply bottlenecks
caused by several factors such as production issues,
shortage of semiconductors and soaring demand for
commodities. Some of the factors such as strong
increase in used car prices appear to be transitory.
Nonfarm payrolls disappointed increasing only
266,000, well below the 1 million estimate. Some of the
independent business surveys have also highlighted
labor shortages and upward pressure on wages, which
has partially been attributed to unemployment benefits.
Most of the Fed policymakers dismissed spike in inflation
as transitory citing low base and high pent-up demand
and continued to affirm strong monetary support with a
focus on reducing unemployment rate. However, Fed in
its April minutes acknowledged that it would need to
consider tapering at some point.

Europe outperformed during the month with Stoxx 600
Index rising 2.1%. Vaccination rates continue to improve
in EU with 38% of the population receiving at least one
dose and the bloc is on track to reach its target of
inoculating 70% of adults in July. Eurozone May IHS
Markit manufacturing flash PMI increased to 62.8 vs
forecast of 62.5. With the economy gradually opening
the service PMI continued to rebound reaching 55.1
levels.

EM Equities: MSCI EM Index gained 2.1%
outperforming DM by 0.8%. EM markets came under
pressure during the first half of the month on stronger-
than-expected US CPI reading and Chinese government
regulatory crackdown on tech. However, the market
staged a strong rebound during the second half with
Fed’s repeated message of staying the course with loose
monetary policy. USD weakness also aided the markets.
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Global Equities

Major Indices Performance

Source: Bloomberg, Daman Investments AssetManagement Note: Oman and Lebanon’s PE and PB ratios are trailing
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Value MTD Return YTD Return PE (x) 1Yr Fwd PB (x) 1Yr Fwd Div. Yield TTM

Saudi Arabia- Tadawul 10,543 1.3% 21.4% 19.8 2.41 2.0%

Dubai - DFMGI 2,795 7.4% 12.3% 13.1 1.01 2.9%

Abu Dhabi - ADSMI 6,542 8.5% 30.0% 18.1 1.78 3.7%

Qatar - DSM 10,739 -1.5% 3.0% 14.0 1.60 2.7%

Kuwait - All Share 6,183 1.6% 12.0% 20.7 1.88 2.2%

Oman* - MSM30 3,842 2.4% 5.3% 12.0 0.73 4.6%

Bahrain - BHSEASI 1,529 2.9% 2.5% 4.2 1.02 2.2%

Egypt - EGX30 10,302 -1.6% -4.9% 8.0 1.19 2.9%

Morocco - MOSEMDX 9,895 2.6% 7.2% 19.2 2.74 2.8%

Lebanon* - BLOM 889 -2.2% 36.8% 34.4 0.70 0.0%

S&P Pan Arab Composite 153 1.3% 18.1% 17.3 2.00 2.4%

Israel - TA35 1,706 3.4% 13.2% 13.2 - 0.8%

Turkey - XU100 1,425 1.6% -3.8% 6.4 0.90 2.8%

Pakistan - KSE100 47,804 8.2% 9.5% 6.7 0.98 4.9%

S&P 500 4,204 0.5% 11.9% 22.4 4.28 1.4%

STOXX 600 449 2.1% 12.0% 17.7 2.03 2.4%

MSCI EM 1,361 2.1% 6.6% 14.9 1.92 1.9%

MSCI All Country World 711 1.4% 10.1% 19.5 2.80 1.7%

MSCI World 2,979 1.3% 10.6% 20.5 3.01 1.7%
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Amongst markets, Peru (+10.2%), Hungary (+10.1%),

Brazil (+9.4%), Mexico (+7.7%) and India (+6.4%) were

the best performers, while Chile (-3.7%), Taiwan (-

2.4%), and Thailand (-0.6%) were the worst performers.

Higher commodity prices underpinned a strong up move

in Peru, Brazil, and Mexico. Brazil also benefited from

lack of political noise. Indian market rallied as cases fell

to c.150k/day from a peak of c.400k/day and investors

eyed a gradual relaxation in restrictions. China also

underperformed with market rising 1.2% as tightening

regulation and central bank asking banks to limit loan

growth rates. Taiwan fell on rising case count and

correction in technology stocks.

Commodities: Oil: Brent oil price gained 3.1% reaching

$69.3/bbl on strong demand recovery in US, Europe and

China which more than offset concerns linked to

reduced mobility in Asia on rising cases and risks of

Iranian supply coming to the market. We expect Brent

to hit $75 levels by 3Q 2021 on strong summer travel

demand in developed markets and improved capital

discipline of shale producers. In case of a delay in Iranian

crude supply to September there is an upside risk to our

oil price estimate. Despite high oil prices, US crude

production has remained stagnant around 11mb/d. Oil

market is expected to remain in deficit of c.1.6m b/d

during the remaining period of 2021. OECD inventories

have gone down to the pre-pandemic levels and are

further expected to move towards the average levels

during 2015-2019 period.

Crude oil is in deficit (‘000s b/d)

Source: IEA, OPEC, Daman Investments

Total US crude oil inventory (mn barrels)

Source: IEA, OPEC, Daman Investments

Base metals: Nickel, Copper and Aluminum rose 2.4%,

4.3% and 2.1%, respectively. We remain constructive on

aluminum and copper in the near term on strong

demand and constrained supplies. Supply bottlenecks

easing in 4Q 2022 should stall upside momentum, but

prices will remain high YoY on a strong demand. We

expect aluminum price to average $2,300/MT (+34%

YoY) in 2021 due to the pent-up auto demand, pick up

in global infrastructure spending and china looking to

constrain supply of smelters on environmental concerns.

Copper should benefit from global infrastructure

spending and shift towards green energy. We expect the

copper price to average $9000/MT (+45% YoY).

Precious metals: Gold price rallied 7.8% on stronger-

than-expected CPI print and lower dollar. In the near-

term any upside inflation surprise may help gold to

break above $1900/Ounce.

Aluminum market in deficit (‘000s tonnes)

Source: Woodmac, Daman Investments

Copper market in deficit (‘000s tonnes)

Source: Woodmac, Daman Investments

Petchems: Post a sharp rally since March 2020, Olefins

prices continued to cool down and supply started to

come back. PP, LLDPE and LDPE prices fell 9.5%, 8.1%

and 10%, respectively. LDPE: We expect LDPE price to

average $1,300/MT in 2021 (+29% YoY) on strong

demand tied to food/hygiene/medical related

packaging, further inventory buildup from very low

levels and lesser upcoming supply vs HDPE and LLDPE.

Methanol: We expect methanol prices to average

$290/MT in 2021 (+38% YoY) on higher oil and coal

prices and higher demand for blending on recovering oil

demand and near-term constrained supplies.
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Fertilizers: Middle East urea price rallied 11.8% (+47%
YTD) and DAP prices gained 5.7% (+48% YTD). We expect
the Urea prices to average $300/MT in 2021 (+20% YoY)
and DAP prices to average $450/MT (+44% YoY) on high
crop prices YTD (corn up +40% and Soyabean up +19%),
lower than expected crop yields in US constraining crop
supplies thereby needing more fertilizers, bad weather
conditions in US and Brazil and China continuing to pile
on grain inventories. In general, we expect
petrochemical and fertilizer prices to weaken during 2H
2021 as supplies improve but to remain much above
2020 average levels.

Currencies: The dollar continued to slide closing the
month down 1.6% on lower treasury yields and Euro and
GBP rising vs USD on improved growth prospects. JP
Morgan EM Currency Index rose 1.9%. South African
Rand (+5.5%), Hungarian Forint (+5.4%), and Brazilian
Real (4.2%) outperformed. Turkish Lira (-2.3%), Chilean
Peso (-1.7%) and Peruvian Sol (-1.2%) were the worst
performers.

Global Asset Allocation:

We expect the global economic growth and US Treasury
nominal yields to head higher and yield curve to steepen
as vaccination rates continue to improve in developed
markets with emerging markets catching up from 4Q
2021. As a result, we continue to like an overweight
exposure to risk assets – equities, commodities and
high yield fixed income. In Equities - we prefer an
exposure to value (financials and energy) and select
cyclical sectors (materials post a strong rally in
industrials and auto) as we expect these sectors to be
best positioned to benefit from an ongoing global
cyclical recovery and from an expected increase in
inflation. Financials will benefit from a continued
increase in loan growth and rise in yields. Materials

should continue to see earnings recovery. Some of the
factors behind high US CPI reading appear to be
transitory and fed has indicated that it would continue
to look through high inflation readings and stay its
course with loose monetary policy until the labor market
rebounds. However, given the pent-up demand, high
fiscal and monetary impulse, low 2020 inflation base and
supply disruptions, there is a potential for higher-than
expected headline inflation readings which may spook
the risk assets. As a result, we recommend keeping
some hedges in place in the form of VIX call options,
S&P 500 put options and TIPS.

Recent economic data such as PMIs, GDP growth, retail
sales, etc. has reflected a peak growth in US. As a result,
broader market performance has been lackadaisical
despite a strong earnings beat. Therefore, we stay
neutral on US equities. However, we recommend a
value and reopening (airlines, cruise, hotels, theme
parks) plays in US as we still expect the real GDP growth
to be around 5.5% in 2H 2021. We keep our overweight
exposure to the European markets as we expect the
region to take the lead in terms of global economic
growth starting 3Q 2021 as the EU block is on track to
inoculate 70% of its population by July. We maintain our
neutral stance on EMs as inflation, higher US Treasury
yields and high virus case count will continue to remain a
headwind. Within EM we like an exposure to Asian
markets (South Korea, Taiwan and China), MENA
markets (Saudi, UAE and Qatar) and selective LATAM
markets (especially, Mexico). The recent correction in
MSCI China Index from its February peak, presents an
attractive entry point to investors to play technological
innovation and domestic demand driven story. Exporting
nations such as Taiwan, Korea and Mexico will benefit
from a strong rebound in US economic growth.

In fixed income - we remain underweight G10-rates and
market weight on credit. Within credit we are
overweight high yield (HY) and market weight
investment grade (IG). We see IG spreads as quite
stretched. In Africa, oil prices provide support to Nigeria
and Angola credit while Cameroon and Gabon short-end
of the curve are the likely beneficiaries of liability
management; Egypt offer carry pick-up versus peers.
In general, we prefer a short duration
exposure. Regionally, we are cautious on LATAM and
and dislike high beta countries such
as Colombia and Panama given their
less favorable country fundamentals and rather play
defensive with Chile and Mexico instead. Despite a
controlled duration approach, we are opportunistically
inclined towards Cameroon, Tunisia, Bahamas and
Tajikistan. Further analysis & outlook of fixed income is
mentioned starting page 9.
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MENA Equities: MENA markets reported a mixed
performance during the month of May with the S&P Pan
Arab Composite LargeMidCap Index rising by 1.3%. UAE
markets outperformed, with Abu Dhabi’s ADSM Index
and Dubai’s DFMG Index rising by 8.2% and 7.3%,
respectively. Dubai’s banking and real estate names
rallied as authorities relaxed restrictions on live
entertainment and hotel occupancy and permitted
concerts for vaccinated individuals. The UAE’s
vaccination drive has been progressing well, with nearly
82% of the eligible population vaccinated according to
the NCEMA UAE. Abu Dhabi’s outperformance was
spearheaded by MSCI’s surprise announcement to
increase FAB’s Foreign Inclusion Factor increasing to
40% from 25%. This resulted in cumulative inflows of
$500mn while around $230mn of flows went to Adnoc
Distribution given its inclusion into the standard index.
Abu Dhabi has now recorded eight consecutive months
of gains, its longest winning streak on record.

Abu Dhabi Ship Building was awarded an AED3.5bn
contract from the UAE’s Ministry of Defense and the
UAE Navy to build four offshore patrol vessels. This
massive contract could be a game-changer for the
company. Various other measures taken by the
company such as writing off its accumulated losses and
diversifying into new markets could mean that the
earnings visibility of the company could be enhanced.
Arkan Building Materials received an offer from Senaat,
to combine its subsidiary Emirates Steel Industries with
Arkan. The merger, which is likely to go through, given
the common shareholder ADQ, would create the
country’s largest steel and building material company
with assets worth AED13bn. The merged entity would
also be a key player in the UAE government’s plans to
triple its manufacturing sector’s contribution by 2030.
Steel prices have soared during H1 2021 and global steel
demand is expected to grow by nearly 6% this year,
supported by pent-up demand and stimulus
programmes announced across the globe.

Emaar Malls witnessed a 14% YoY increase in tenant
sales and a 6% growth QoQ, with overall spending in
malls now down to single digits when compared to
2019. Occupancy levels stood at 86% while rental
revenue was down 29% compared to 2019 levels, an
upside risk as tourism picks up steam. Emaar’s
hospitality segment reported an occupancy rate of 62%
in Q1, higher than the market average ADR and
occupancy. Emaar Development’s Q1 2021 contracted
sales were up over 100% YoY and nearly 200% QoQ,
supported by exceptional sales in unsold inventory.
These numbers were their best performance in one
quarter since inception. Dubai real estate as a whole in
Q1 registered its best quarter of sales since 2019, driven
by mortgage and ready unit sales. Jan to May sales in
2021 were worth AED103bn, 9% higher than the
AED94.3bn sales recorded during the same period in

2019 and 94% higher than 2020. While positive real
estate data has buoyed investor sentiment and
momentum may continue for a while, we remain
cautious as we expect 30k homes this year and nearly
the same amount in 2022.

Transaction value (AED bn) – January to May

Source: DLD, Daman Investments

RAK Ceramics reported its highest quarterly revenue in 5

years, given a rebound in economic activity in key

markets such as Saudi Arabia, India and Europe. Saudi’s

growth of nearly 80% was supported by the introduction

of anti-dumping duties from Indian and Chinese tile

manufacturers. Kuwait and Saudi markets slowed after

outperforming in April, with the Kuwait All Share Index

and the Tadawul Index rising 1.6% and 1.3%

respectively. Riyad and SABB’s earnings rose 54% and

41% QoQ respectively, on lower provisioning. Loan

growth however remain subdued, growing by low single

digits QoQ. We remain positive on PIF’s projects

contributing to strong credit growth in H2 2021. Saudi

lifted its travel ban on citizens during the month and also

announced that a COVID-19 vaccination would be

required to enter any social, economic, commercial,

cultural, scientific, entertainment or sports event from

August 1st. A vaccination would also be mandatory to

enter any governmental or private establishment.

Qatar’s DSM Index fell 1.5% given the adjustment to the

weights of IQCD and QEWS, by FTSE and MSCI, in their

respective EM indexes. Israel’s TA35 Index gained 3.4%

driven by a strong performance of banking and real

estate names. Turkey’s XU100 Index gained 1.6% while

Egypt continued to underperform with EGX30 Index

declining 1.6% as continued lack of liquidity, geopolitical

risks and subdued output continued to weigh on the

sentiment. Lastly, Pakistan’s KSE 100 rallied 8.2%

(highest ever ADTV during a month) on reducing Covid-

19 cases, optimism on a business-friendly budget

announcement, and an unchanged policy rate

announcement by the Monetary Policy Committee.
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MENA recommendations: We continue to favor cyclical
names regionally – banks, mining, metals, materials and
petrochemicals, given our constructive view on oil and
petrochemicals. Also, these sectors provide a strong
hedge in case of inflation overshoot. High oil prices are
reflecting positively on the fiscal and current accounts of
the GCC countries.

Fiscal account sensitivity to oil prices

Source: IMF, OPEC, Daman Investments

Current account sensitivity to oil prices

Source: IMF, OPEC, Daman Investments

Within the UAE, we continue to like reopening plays
such as hotels and malls, particularly given UAE’s fast
vaccine rollout. While our top pick in the banking sector
remains ENBD, we began building positions in ADCB and
DIB. ADCB recently provided some more clarity on loan
coverage, and mid-term strategy guidance which has
made the stock more attractive. Their incremental loan
loss provision coverage should be low given that their
collateral coverage on Group 2 deferred loans in 82%
and their NMC coverage is over 50% due to their
participation in the USD 325mn Administration Funded
Facility (AFF). DIB should see a sequential improvement
in its bottom line as Dubai continues to reopen. A
further upside could be an increase in its FOL from 25%
to 40%.

In Saudi, given the recently announced Shareek
program, we built an exposure to SABB. We already
have existing positions in SNB and Riyad Bank as we see
strong growth from PIF’s project financing as the mega
projects come online. The materials sector (Yanbu
Cement, Bawan, and Saudi Ceramics) should also be a
beneficiary of this spending along with growth from an

uptick in mortgages. In Egypt, a lack of catalysts and
foreign interests means we remain highly selective. We
continue to avoid the local currency exposure to Turkey
due to the uncertainty linked to the central bank’s policy
direction. On the high dividend yield side, we like names
in education in Kuwait (Humansoft), telecom and fuel
station operators in Saudi and UAE (Etisalat, STC, and
Adnoc Distribution) and regional top banks with high
capital adequacy.
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Sectors Performance of Key MENA Indices (MoM Change)
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Source: Bloomberg, Daman Investments Asset Management    Note: Size of the bubbles represent weight of the sectors in the respective index  

PE (x) 1Yr Fwd
Dividend Yield 

TTM

MENA Valuations
Kuwait 20.7

Saudi Arabia 20.0

Morocco 18.9

Abu Dhabi 17.8

Qatar 13.9

Dubai 12.9

Oman 11.4

Egypt 8.5

Bahrain 4.2

Oman 4.7%

Abu Dhabi 4.0%

Dubai 2.9%

Morocco 2.8%

Egypt 2.8%

Qatar 2.7%

Kuwait 2.3%

Bahrain 2.2%

Saudi Arabia 2.0%

Source: Bloomberg, Daman Investments Asset Management
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MENA Relative Valuations Versus Emerging Markets 

Based on our relative PE analysis of MENA markets
versus Emerging Markets, we believe that MENA
markets offer selective. The market currently trade 1
standard deviation above the historical average
relative PE of 1.08 vs MSCI EM. However, MENA offers
higher dividend yield of 2.4% vs EM at 1.9%.

UAE is trading higher than the historical average
relative PE of 0.92 vs MSCI EM. However, UAE’s
dividend yield is quite attractive at 3.3%. Relative PE
is calculated by dividing the PE of MENA markets by
Emerging Markets. Standard Deviation measures the
variation in the relative PE from its average over the
last 5 years.

Relative PE (1yr Fwd.): MENA vs MSCI EM Relative PE (1yr Fwd.): Saudi vs MSCI EM  
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Emerging Markets Fixed Income

The Bloomberg Barclays EM USD Aggregate Total

Return Index returned 0.9% during the month of May

2021.

While EM credit looks cheap compared to US credit

already, the cheapness comes mostly from LATAM, IG

and broader single Bs.

The already tight Investment Grade (IG) spreads coming

into the year have done little to shield investors against

the move up in US Treasury yields, unlike High Yield (HY),

where wider spreads have managed to provide a

cushion against rising global yields. As a result, the

median IG sovereign has delivered negative total returns

year-to-date, against flat total returns from HY.

Moreover, the tight IG spreads are leaving investors

exposed to idiosyncratic risks. For example, LATAM IG

spreads have widened recently, on political events in

Chile and Peru, and the downgrade in Colombia. We

continue to think the risk-reward for EM credit investors

looks best in HY, as wider spreads should cushion the

impact from higher US Treasury yields and where a

higher beta to global risk should allow for further spread

compression in the cyclical recovery. We believe a

leadership change in the global economic recovery, with

Europe leading the next wave as US and China growth

has likely peaked.

Supply was relatively muted in May with only Chile

($2bn) and Abu Dhabi ($2bn) coming to the market,

taking IG issuance this month to $4bn, slightly above the

median of ~$3.4bn over the last five years. Conversely,

there was no $HY issuance this month, which stands in

stark contrast to a historical median of ~$7bn in HY

issuance for May over the last five years. This takes year-

to-date EM $ sovereign issuance to ~$60bn, with

~$36bn from IG and ~$24bn from HY.

On the ratings front, Colombia was downgraded by S&P

from IG to HY (from BBB- with negative outlook to BB+

with a stable outlook), bringing Colombia's modal rating

closer to HY (Fitch and Moody's are still IG with Negative

Outlook). Also, in LatAm, S&P revised Belize's rating to

SD (selective default) from CC following a missed coupon

payment which was due on 20 May. Moody's revised

Peru's outlook from stable to negative, maintaining its

rating at A-.

Elsewhere, Moody’s downgraded Ethiopia to CCC+,

joining Fitch’s CCC rating, and placed the outlook under

review for further downgrades, as the rating agency

assessed a growing risk of the private sector incurring

losses through Ethiopia's application for debt relief

under the G20's Common Framework. On a positive

note, Fitch upgraded Azerbaijan’s outlook from negative

to stable, maintaining the rating at BB+, and S&P revised

Vietnam's outlook from stable to positive.

Fiscal deficits for Asia IG sovereigns widened sharply in

2020, like the rest of EM, but the consolidation in 2021

lags CEEMEA, which should mean that spreads lag as

well. We are most cautious on the Philippines, where

we see an expected fiscal deficit to widen to 8.5% of

GDP from 7.6% in 2020. Malaysia's deficit is also high

but with Fitch's downgrade last year the rating overhang

has subsided somewhat. Issuance from the sovereign

and quasi-sovereigns have already materialized as well.

Elsewhere in Indonesia, fiscal deficit should consolidate

to 5.5% of GDP from 6.2% in 2020. While the level of

deficit is nothing to be concerned about, especially given

the sovereign's low debt/GDP ratio, the challenge is one

of financing, given that domestic markets aren't deep

enough. The country is behind on planned domestic

issuance, even though Bank Indonesia continues to

provide funding, as foreign investors have been net

sellers. This risks higher-than-expected issuance on the

bond side, which is likely to offset the strong technicals

for the curve. We instead go down the credit curve to

add Pertamina, which should benefit from higher oil

prices as well.

Asian spreads for Sri Lanka, Papua New Guinea,

Maldives and Laos are all trading extremely wide versus

single B sovereigns, indicating that markets are factoring

in some stress. Any tail risk event in these curves could

be an overhang on the rest of the Asia HY sovereign

space as well. In the high beta Asian space, we were

rewarded favourably for taking an exposure to Sri Lanka,

Pakistan, Oman and Bahrain.

http://www.daman.ae/
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Additionally, Pakistan issued the country’s first Green

Eurobond; the Water and Power Development Authority

(WAPDA) 10 year bond raising $ 500 mn at 7.5%, we made a

tactical investment to play the JP Morgan EMBI inclusion

which will come in end of June.

In MENA, we continue to remain overweight Egypt , while

we would opportunistically pivot to Tunisia on improving

rhetoric by the Prime Minister and Central Bank governor in

toeing the IMF line in terms of fiscal austerity versus debt

restructuring. As its fiscal deficit widened from 3.5% to

11.6% of GDP in 2020 and Public Debt-to-GDP of c.77%

Tunisia seeks to deploy a new strategy for negotiation with

the IMF, as they seek $4 bn. These are reforms targeting a

fair taxation and a wider tax base, as they grapple a dip in

tourism which is the main source of revenue (fell 80% y-o-y

in 2020), while remittances and decrease in oil prices have

balanced out this effect. FX reserves remain on an even keel

at 5-months’ worth of imports. Jordan and Iraq offer

technically cheap entry points while remain cautious yet

acutely opportunistic

External liquidity is likely to be a key driver of Turkey

spreads. Current account dynamics are less of a concern and

are expected to narrow to $20bn or 2.8% in 2021 from

$37.3bn or 5.1% in 2020. However, flows are important to

monitor, as the CBT is likely to enact 300bp of cuts this year

starting from 3Q21 at a time when the Fed is likely to be

discussing forward guidance on the balance sheet at the

September FOMC meeting. External debt rollover rates

below 100% – as has been the case of late for sovereign

bonds – are also likely to pressure net FX reserves. The front

end should benefit from lack of supply while 10-year

spreads remain high on the back of heavy positioning,

especially if USD/TRY rises.

While valuations continue to screen fair on an index level,

we see relatively more value in Latin America. In IG,

Colombia, Peru, Chile and Mexico which we see as being

undervalued relative to fundamentals, likely reflecting the

risk of further downgrades to HY in Colombia, and political

risks related to recent and upcoming elections in the former

three economies.

In HY, we have also seen political risk premium priced into El

Salvador's sovereign credit spreads, after events in May led

to concerns around the prospects of an IMF programme.

Our concern is the decline of FX reserves which led to a

substantial rise in left-tail risks, with 2021 external funding

requirements now exceeding gross FX reserves.

Of course, it is worth noting that other sources of lending

from IFIs could help bridge potential funding gaps this year,

but we think an IMF deal would be key to unlocking the

value in El Salvador's credit spreads, which now screen as

having significantly more value on our model.

In Africa, our opportunistic pivot last month to Cameroon

and Tunisia saw merit as we saw them placed in the

top quartile in terms of spread squeeze at 75 and 20 basis

points respectively. Ivory Coast, Namibia, Angola and

Nigeria continue to offer play for spread compressions

relative to their peers.

In the Caribbean, we continue to favor Guatemala as per

the emerging trend of ‘near shoring’ of global supply chains

and growth of these countries as ancillary economies as the

US continues to rebound to normalcy. Additionally, we saw

US Vice President Kamala Harris announce commitments

from 12 companies and organization – including Microsoft

and Mastercard – for investments in Guatemala to address

the cause of the surge of migrants at the US southern

border. As Bahamas received $ 100 mn in “COVID-19

Response and Recovery Development Policy Loan” which

will support the country’s efforts to provide COVID-19 relied

and lay the foundation for a resilient economic recovery.

Jamaica will likely expand 5-8% a rebound as tourism picks

up after a drop of 10-12%.

In the Caribbean, we continue to favor Guatemala as per

the emerging trend of ‘near shoring’ of global supply chains

and growth of these countries as ancillary economies as the

US continues to rebound to normalcy. Additionally, we saw

US Vice President Kamala Harris announce commitments

from 12 companies and organization – including Microsoft

and Mastercard – for investments in Guatemala to address

the cause of the surge of migrants at the US southern

border.

We add Bahamas and Jamaica to our watchlist as the

former received $100 mn in “COVID-19 Response and

Recovery Development Policy Loan” supporting the

country’s efforts to provide COVID-19 relief and lay the

foundation for a resilient economic recovery. Jamaica will

likely expand 5-8% a rebound as tourism picks up after a

drop of 10-12%.
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Value MTD Change YTD Change

Barclays  GCC Credit +HY Index 187 1.0% -0.9%

Citi  MENA Broad Bond Index 172 1.0% -1.2%

Dow Jones  Sukuk 109 0.3% -1.1%

Barclays  Global  Aggregate Index 545 0.9% -2.3%

Barclays  Global  High Yield Index 1,541 0.9% 1.9%

Barclays  US Treasury Index 2,477 0.3% -3.2%

Barclays  US Corporate Index 3,459 0.8% -2.9%

Barclays  US Corporate High Yield index 2,391 0.3% 2.2%

JPM EM Global  Bond Index 630 1.2% -1.9%

Bloomberg Barclays  Emerging Markets  Hard Currency Aggregate Index 1,271 0.9% -1.3%

Bloomberg Barclays  US Aggregate Bond Index 2,337 0.3% -2.3%

Markit CDX Emerging Markets  Index 97 0.4% -0.4%

Barclays  EM High yield 1,463 1.4% 0.7%

Barclays  EM Corporate Index 318 0.7% 0.3%

10-year US Treasury yield* (%) 1.59 -3 68

30-year US Treasury yield* (%) 2.28 -1 64

US Treasury 2-10 Spread 144.97 -1 66

US Treasury 2-30 Spread 213.78 1 62

10-year Germany Treasury yield* (%) -0.15 2 38

US Breakeven 10 Year* 2.45 4 46

9-year Saudi  Arabia  Govt USD Bond yield* (%) 2.37 -17 32

10-year Abu Dhabi  Govt USD Bond yield* (%) 2.11 -11 43

7-year Kuwait Govt USD Bond yield* (%) 1.48 -6 36

10-year Oman Govt USD Bond yield* (%) 5.39 18 -30

10-year Bahra in Govt USD Bond yield* (%) 5.56 4 69

9-year Qatar Govt USD Bond yield* (%) 2.33 -8 69

10-year Egypt Govt USD Bond yield* (%) 6.05 -27 19

EIBOR 3M* (%) 0.32 2 -14

QAIBOR 3M* (%) 1.17 8 5

Dubai  5 Year CDS* (bps) 43 -1 -3

Qatar 5 Year CDS* (bps) 42 -3 4

Performance

Source: Bloomberg, Daman Investments Asset Management 
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Major Commodities and Currencies
Performance
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Barclays GCC Credit +HY Index

Source: Bloomberg, Daman Investments Asset Management 

Source: Bloomberg, Daman Investments Asset Management 

May 2021

Value MTD Change YTD Change

Brent crude oi l  (USD/bbl ) 69.36 3.1% 33.8%

Natura l  Gas  (USD/mmbtu) 3.03 1.9% 17.6%

Gold (USD/Ounce) 1,905 7.8% 0.4%

Copper (USD/MT) 10,248 4.3% 32.3%

Aluminium (USD/MT) 2,459 2.1% 24.6%

Nickel  (USD/MT) 18,078 2.4% 9.2%

Urea Middle East (USD/MT) 390 11.4% 47.2%

Methanol  China (USD/MT) 306 7.2% 3.3%

SE As ia  Polyethylene (USD/MT) 1,150 -8.9% 6.7%

Polypropylene (USD/MT) 1,250 -9.5% -2.4%

US Dol lar Index 89.99 -1.6% -0.1%

MSCI EM Currency index 1,752.17 1.7% 2.0%

JPM EM Currency index 57.89 1.9% 0.0%

EGP/USD 0.06 -0.2% 0.3%

TRY/USD 0.118 -2.3% -12.5%

PKR/USD 0.647 -0.4% 4.0%

ILS/USD 0.308 0.1% -1.0%

EUR/USD 1.22 1.7% 0.1%

GBP/USD 1.42 2.8% 4.0%

USD/JPY 109.70 0.2% 6.1%

http://www.daman.ae/


Concerto IS Daman MENA UCITS Fund (DAMENAI LX EQUITY)

The aim of this strategy is to achieve medium to long-term
capital appreciation by investing primarily in securities of
issuers listed in the MENAPT Region or investing in
securities of issuers listed outside of the MENAPT Region
but deriving most of their revenues from the MENAPT
Region.

The fund returned 2.5% during the month. In term of asset
class, equities were the key contributor to the returns
adding 2.3%, while fixed income added 0.2% on lower US
treasury yields and active return. Geographically, UAE was
the key contributor to the fund return, while Qatar
contributed negatively to the portfolio returns.
We added Arkan Building Materials given the potential
growth opportunities from its merger with Emirates Steel.
We built a position in ADSB given better visibility on
earnings after it was awarded the largest contract in the
history of the company. This contract could establish a
more sustainable base for growth moving forward. We also
built a position in NBK given the growth potential from the
passing of the mortgage law in Kuwait, which could take
place at the end of June.
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Performance of our Funds and strategies

May 2021

MENA High Income

The aim of this strategy is to generate income while
achieving medium to long term capital appreciation, with a
low correlation to the MENA region. Focus is on companies
offering dividend yields above region and providing strong
cash flow visibility. Portfolio diversification is further
achieved by adding high yield fixed income securities
where market is overpricing systematic and/or
idiosyncratic risks.

The strategy returned 2% during the month. Equities
contributed 1.7% and fixed income contributed 0.3%.
Geographically, UAE and Egypt were the key contributors
to the return.
We added positions in Adnoc Distribution after the MSCI
sell off. We like Adnoc’s well defined dividend policy, and
we see further upside as fuel volumes return to pre-
pandemic levels. We also added DIB to the strategy
(improvement in cost synergies post-merger, potential FOL
flows). The strategy remains well diversified across asset
classes (66% Equities and 34% Fixed Income), countries
and sectors.

2021
Inception

(30 Jul 2020) 
(Class I)

Total Return* 12.9% 23.3%

Annualized Return 33.7% 28.6%

Annualized Volatility 5.8% 6.2%

Sharpe Ratio 5.6 4.4

2021
Inception 
(Jan 2018)

Total Return 10.9% 25.7%

Annualized Return 28.1% 6.9%

Annualized Volatility 3.6% 9.2%

Sharpe Ratio 7.3 0.5

Daman Islamic Enhanced Income Fund (2024)

The Daman Islamic Enhanced Income Fund seeks to
generate an attractive risk-adjusted total return through
a Sharia Compliant Salam mechanism linked to a portfolio
of fixed income securities. Coupons may be distributed or
accumulated monthly with maturity expected in
December 2024.

According to our systems, the fund returned 80 basis
points over May 2021 where the largest contribution was
from income return versus price return. Our positioning
captured most of the idiosyncratic risks which contributed
positively to the fund.

The main contributor to this performance UAE with DAE
Sukuk and DP World adding 6 and 5 basis points
respectively. Additionally, high beta positions in Egypt
sovereign credit contributed 15 basis points while Saudi
Arabia added 13 basis points with Arabian Centre being
the highest contributor in the fund. The laggards were
Oman and Bahrain as spreads remained flat month-on-
month. Our controlled approach of duration paid up very
well as more than 96% of the total return is coming from
positions with a duration lower than 5 years.

2021
Inception 

(Nov 2020)

Total Return** 4.4% 8.9%

Dividends Paid** 3.1% 4.3%

Rating BB-

Annualized Return - 15.1%

Annualized Volatility - 4.3%

Sharpe Ratio - 3.1

* NAV as of 27th May 2021

** Indicative of 31tst May 2021

http://www.daman.ae/
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About Daman Investments

Daman Asset Management is a dedicated MENA specialist offering mutual funds strategies and
bespoke investment products, which have been built on our independent research insights and backed
with a proven track record of delivering superior risk-adjusted returns which have substantially
outperformed peers and regional benchmarks. Our experienced team manages investments on behalf
of local and regional institutions, family offices and high net worth individuals.

The document is issued by Daman Investments PSC, which is authorized and regulated by the Emirates
Securities and Commodities Authority (SCA).

To receive a list of Daman Investment’s composite descriptions and any other information, please contact the
Marketing & Communications Department.

Address: Daman Investments PSC, Suite 600, P.O. Box 9436 Dubai, UAE
Tel: (+971 4) 332 4140
Fax: (+971 4) 332 6465
Email: amc@daman.ae
Website: https://www.daman.ae/

This document has been prepared by Daman Investments PSC and is for private use only. The document is for information purpose only and
it does not constitute investment advice nor is it intended to be an offer to buy or sell or a solicitation of an offer to buy or sell any
investment product(s)/asset class(es) mentioned in this document, nor an incentive to invest. The investment product(s)/asset class(es)
described in this document may not be eligible for sale or subscription in all jurisdictions or to certain categories of investors. This document
is intended for publication and distribution to the recipient only and may not be passed on or disclose to any other persons. This document
is not intended for distribution to a person or within a jurisdiction where such distribution would be restricted or illegal. It is the
responsibility of any person in possession of this document to investigate and observe all applicable laws and regulation of the relevant
jurisdiction. This document may not be conveyed to or used by a third party without our express consent. Daman Investments PSC is not
responsible for any error which may be occasioned at the time of printing of this document. The investment product(s)/asset class(es)
described in this document is/are destined to investor(s) who possess sufficient knowledge, based on their own experience, to evaluate the
advantages and the risks inherent to such investment product(s)/asset class(es). Prior to making an investment decision, you should
conduct such investigation and analysis regarding the investment product(s)/ asset class(es) described herein as you deem appropriate and
to the extent you deem necessary, obtain independent advice from competent legal, financial, tax, accounting and other professionals, to
enable you to understand and recognize fully the legal, financial, tax and other risks arising in respect of such investment product(s)/asset
class(es) and the purchase, holding and/or sale thereof. Daman Investments PSC hereby expressly disclaims any obligation, or liability
whatsoever, and it shall not be responsible under any circumstances or in any way, irrespective, contractual or non-contractual for any
fiduciary responsibility or liability for any consequences, financial or otherwise, or any damages and loss including but not limited to
compensations, charges, expenses and /or implications, direct and/or indirect, incidental, collateral, special or exceptional related to or
arising from any reliance placed on the information in this document, failures, errors, interruption, defect, delay and / or the fluctuations of
prices, if any, and in any or all transactions, securities, assets, sales assumptions, and proceeds from sales or transactions and actual
collections are subject to change of sales prices timing of collections whatsoever, unless a written conclusive official evidence may prove a
gross negligence, fraud or willful misconduct on the part of Daman Investments PSC.
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