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Highlights of the Month

• Global equities notched their sixth consecutive month of gains with the MSCI All Country World Index rising 0.6% 

• However, the performance was mixed with DMs (+1.7%) outperforming EMs (-7.0%)

• Chinese equities plunged on regulatory actions against tech and crackdown on after-school tutoring industry

• S&P Pan Arab Composite Index increased 1.3% on strong gains in Abu Dhabi and Kuwait

• In EM fixed income universe, Bloomberg Barclays EM USD Aggregate TRI returned 0.2% 

• MEA region contributed 13 bps followed by North America at 10 bps

• Brent rose 1.6%;  base and precious metals rebounded - copper and gold gained 3.7% and 2.5%, respectively

• We maintain a pro-risk stance with an overweight on equities and neutral on fixed income
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Global Equities: Global equities notched their sixth
consecutive month of gains with the MSCI All Country
World (ACW) Index rising 0.6%. However, the
performance was mixed with developed markets (DMs)
outperforming the emerging markets (EMs). MSCI World
Index increased 1.7% outperforming EM by 8.7%. In US,
S&P 500 Index closed the month up 2.3%. Markets
continued to face volatility on rising inflation and the
spread of the delta variant. However, strong earnings
growth momentum, ongoing macroeconomic recovery
and fatalities remaining low underpinned the developed
markets. US CPI surprised to the upside rising 5.4% YoY
in June (0.9% MoM) vs the consensus expectation of 5%.
Core CPI increased 4.5%, well above the estimate of
3.8%. Strong demand, supply bottlenecks and a low base
effect are certain factors behind the escalation in
inflation. Used car and truck prices comprised about
one-third of the total CPI increase. The Fed in its July
meeting acknowledged that the economy had made
progress toward its goals, but not the ‘substantial’
further progress for it to consider tapering the asset
purchases. The Fed also continued to view higher
inflation reading as transitory. Given about 7mn people
being out of the labor force versus the pre-pandemic
levels and potential delay in full reopening due to the
spread of delta variant, tapering could very well be a
next year story with an announcement being made in Q4
2021. Despite high inflation prints, 10-year US Treasury
yield fell 25bps and yield curve flattened further with 10-
2 and 30-2 spreads declining 18 and 13bps, respectively.
Spread of the delta variant has raised concerns on the
economic recovery, however, technical factors seem to
have a higher impact on the long-term treasury yields.
Negative rates in Japan and key European economies,
continued Fed purchases, portfolio rebalancing post a
strong runup in equities and elevated cash balances
within banks and the private sector are key factors

leading to a high demand for long-term treasuries. There
are also prospects of more fiscal stimulus ahead with US
Senators appearing to be moving closer to passing a
$550bn infrastructure bill. The bill if passed will be
supportive for materials and construction sectors. In
terms of Q2 2021 earnings, based on 52% of S&P 500
companies that have reported so far, 90% have beaten
analysts’ expectations by 21%. Lower 10-year Treasury
yield and a further yield curve flattening led growth to
outperform value. MSCI ACW Growth Index gained
1.4% outperforming the MSCI ACW Value Index by
1.7%. US July IHS Markit Flash Composite PMI declined
to 59.7 from 63.7 in June on weakness in Service PMI
due to the companies’ inability to recruit work force.

Europe equities gained with Stoxx 600 Index rising 2.0%
as the reopening continued with improving vaccination
rates. Vaccine rollout continued to progress strongly
with 60% of the population having received at least one
dose vs 58% in US. Eurozone July IHS Markit Composite
PMI rose to 60.6 from 59.5 in June, signaling a fifth
consecutive month of expansion. Momentum in the
service sector increased further as it continued to
catchup to manufacturing. The European Central Bank
announced its new strategy, saying it will target inflation
of 2% over the medium term, instead of targeting
inflation of close to but below 2%. Cases of delta variant
continued to rise in Euro Area’s key economies,
especially France, and in UK. However, hospitalizations
and fatalities remained low as vaccinations proved
effective in preventing severe disease. The UK also lifted
remaining restrictions related to Covid-19.

EM Equities: MSCI EM Index fell 7% underperforming
DM by 8.7% on weakness in Chinese markets. Among
regions, Asia (-8.4%) and LatAm (-4.2%) were the worst
performers.
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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 11,013 0.3% 26.7% 20.8 2.5 2.1%

Dubai - DFMGI 2,766 -1.6% 11.0% 12.7 1.0 2.8%

Abu Dhabi - ADSMI 7,318 7.1% 45.0% 17.8 1.9 2.9%

Qatar - DSM 10,753 0.2% 3.0% 14.0 1.7 2.7%

Kuwait - All Share 6,581 3.0% 18.7% 21.8 2.0 1.8%

Oman* - MSM30 4,030 -0.8% 10.2% 12.6 0.8 3.9%

Bahrain - BHSEASI 1,597 0.6% 7.2% 11.5 0.8 3.4%

Egypt - EGX30 10,742 4.7% -1.0% 7.9 1.3 1.5%

Morocco - MOSEMDX 9,995 -0.9% 8.8% 22.1 2.8 3.6%

Lebanon* - BLOM 962 8.7% 46.2% 37.6 0.8 0.0%

S&P Pan Arab Composite 158 1.3% 21.7% 17.4 2.0 2.4%

Israel - TA35 1,692 0.5% 12.9% 12.7 1.5 0.8%

Turkey - XU100 1,393 2.7% -5.7% 6.1 0.9 2.9%

Pakistan - KSE100 47,055 -0.6% 7.5% 5.7 1.0 5.5%

S&P 500 4,395 2.3% 17.0% 22.1 4.4 1.3%

STOXX 600 462 2.0% 15.7% 17.3 2.1 2.4%

MSCI EM 1,278 -7.0% -1.0% 13.5 1.8 2.1%

MSCI All Country World 724 0.6% 12.1% 19.1 2.9 1.7%

MSCI World 3,069 1.7% 14.1% 20.2 3.1 1.6%
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China (-14.1%), Philippines (-9.6%), Peru (-9.1%) and
Chile (-5.9%) were the worst performing markets, while
Turkey (+3.1%), Hungary (+2.8%), Mexico (+2.1%) and
Poland (+1.7%) were the best performers. YTD, Saudi
Arabia, Czech Republic, Hungary, Russia and Mexico
outperformed, rising 26.6%, 20.3%, 17.7%, 15.1% and
15%, respectively.

Chinese markets plunged on regulatory actions against
the internet sector and regulatory crackdown on after-
school tutoring industry, forcing a non-profit conversion
and ban on seeking foreign capital. These moves sparked
widespread market concerns over policy risks on new
economic sectors. Philippines and Thailand
underperformed on rising Covid-19 cases and low
vaccinations rates with only 10% and 19% of the
population receiving at least one jab. Peru continued to
be plagued by policy uncertainty tied to the election of
leftist Pedro Castillo as President. Hungary and Poland
benefited from the economic reopening on relatively
higher vaccination rates with 57% and 48% of the
population receiving at least one jab.

Commodities: Oil: Brent oil price rose 1.6% reaching
$76.33/bbl on improved demand from the US and
Europe tied to the summer travel season. OPEC+ agreed
to gradually raise production by 400k b/d every month
until all of its halted output has been revived. The deal
will also give Saudi Arabia, the UAE, Iraq, Kuwait and
Russia higher baselines against which their production
cuts are measured from May 2022. We expect oil price
to remain volatile during Q3 due to the concerns around
the spread of delta variant. We Push our $80/bbl target
to Q4 2021 from Q4 2021 as the vaccinations prevent a
severe disease. We expect the oil market to remain in
deficit of c.1.5m b/d during the remaining period of
2021.

Crude oil is expected to remain in deficit (mn b/d)

Source: IEA, OPEC, Daman Investments

US oil inventory in a declining trend (mn barrels)

Source: Bloomberg, Daman Investments

Metals: Base metal prices witnessed a strong rebound

as demand continued to outstrip supply with China

pushing for lower production on environmental

concerns. Nickel, Copper and Aluminum prices rose

7.3%, 3.7% and 3.5%, respectively. 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. We

expect US Midwest Steel Rebar price to decline from

the current inflated levels of $925/MT and to average

$800/MT (+35% YoY) in 2021. Copper in the near-term

may face headwinds from increased inventory releases

from China, however, in the mid-term, it should benefit

from global infrastructure spending and shift towards

green energy. We expect the copper price to average

$8800/MT (+42% YoY). Precious metals: Gold price rose

2.5% on decline in 10-year treasury real yields (-30bps

MoM). Exposure to gold can act as a hedge during the

risk-off environment on delta variant concerns,

however, strong dollar continues to act as a headwind.

Petchems: Olefins prices staged a rebound as oil prices

continued to remain strong. LLDPE, LDPE and PP prices

rose 6.4%, 6.0% and 2.5%, respectively. 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 7.8% (+83%
YTD) and Saudi DAP prices gained 5.2% (+67% YTD) on
strong demand from India. We expect the Urea prices to
average $320/MT in 2021 (+28% YoY) and DAP prices to
average $450/MT (+44% YoY) on high crop prices YTD
(corn +50% YoY and Soyabean +50%), 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.

Increasing utilization pushing Urea prices ($/MT) higher

Source: IHS, Daman Investments

Currencies: The dollar Index (DXY) fell 0.3% during the
month as Fed came out dovish in its policy meeting. JP
Morgan EM Currency Index fell 1%. Peruvian Sol
(-5.1%), Brazilian Real (-4.7%) and Colombian Peso
(-3.7%) were the worst performing currencies. Turkish
Lira (+3.0%), Indonesian Rupiah (+0.6%) and Mexican
Peso (+0.3%) were the best performers. Given higher
vaccination rate in the US and better economic growth
in US vs RoW, we expect the US dollar to remain strong
in the near term. However, as the vaccinations in
European and EM economies gain pace and scale during
the end 4Q2021, we expect dollar to resume its decline
but at a gradual pace.

Global Asset Allocation and Outlook:

Recently, there has been a lot of discussion around peak

economic growth, earnings growth, monetary and fiscal

policies thereby questioning further upside potential in

DM equities post a strong runup YTD. The peak growth

that we saw in 2Q 2021 was linked to a low base in 2Q

2020 and a strong reopening of the economy. We

expect the DM economies to grow above trend in 2H

2021 and 2022, hence, we continue to see a bullish case

for DM equities. Factors such as strong consumer

spending tied to significant savings, easy monetary and

fiscal policies should continue to support strong

economic and earnings growth. Tapering appears to be a

next year story and could take a year to complete

thereby keeping liquidity still ample till the end of 2022.

In context of current 10-year yields we do not see

equities as expensive as equity risk premiums are 1%

above the historical levels. US earnings yields spread to

10-year treasury is at 3.7% vs a 30-year average of 2.7%.

Hence, we continue to keep an overweight on equities.

In the near-term, we expect the equity market to remain

volatile tied to the spread of delta variant and high

inflation prints on constrained supplies. Hence, we

continue to recommend a well-diversified exposure to

names with strong balance sheets across different

sectors. We continue to see DM markets as alpha than a

beta play. We believe the sell-off (from a peak of June 5)

in value and cyclical sectors such as banks, industrials,

energy and materials has exposed a significant value in

high quality names in such sectors in developed markets.

We will not rule out delays in full reopening and

slowdown in leisure and hospitality sectors given the

spread of delta variant, however, vaccines have proven

quite effective in reducing hospitalizations and fatality

rate (for eg: 95% lower in UK from January 2021 peak)

linked to delta variant, which has significantly reduced

the risks of lockdowns in DMs.
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Also, we believe that the current 10-year treasury

nominal and real yield levels do not reflect the strength

of the recovery and are largely driven by high global

liquidity, fed buying and negative yields in other major

DMs. Therefore, we expect the 10-year yields to

gradually trend higher which again would reflect

positively on high quality cyclical names.

MSCI All Country World Value vs growth

Source: Bloomberg, Daman Investments

We are neutral on US and keep our overweight on

Europe given its valuation discount vs US and

vaccination rate expected to reach 70% of the

population by September 2021. We maintain our neutral

stance on EMs given our near-term view of stronger

dollar, strong virus spreads and low vaccination rates.

Within EM, we like an exposure to Asian markets (South

Korea, Taiwan and India), MENA markets (Saudi, UAE,

and Qatar) and selective LATAM markets (Brazil and

Mexico). Strong YoY rise in commodity prices should

underpin Brazil and Mexico equities and FX.

Europe and EM underperformance vs US

Source: Bloomberg, Daman Investments

EM Fixed Income - we are overweight investment grade
(IG) to weather the short-term bouts of market volatility
till a US Federal Reserve path of tapering becomes
apparent. Given outperformance in the high yield (HY)
space, we remain neutral. We are neutral EM sovereign
Hard Currency while upgrading to neutral on EM Local

Currency on the back of pro-active management by EM
Central Banks of their respective inflationary pressures.

We define two categories in our EM universe: 1)
Countries that may continue to see their terms of trade
improving in 2021 – commodity exporters – which are
clearly less vulnerable hence our constructive view on
MENA/LATAM and 2) Countries that are importers and
are slow to reduce their fiscal deficits could face more
headwinds. Further analysis & outlook of fixed income is
mentioned starting page 9.

MENA Equities: MENA markets witnessed a seventh
consecutive month of gains on higher oil prices and a
robust vaccine rollout across the GCC leading to a
further reopening of the economies. The S&P
Pan Arab Composite LargeMidCap Index rose 1.3%,
taking its YTD gains to 21.7%. Abu Dhabi outperformed,
with the ADSM Index closing the month up 7.1%. This
was the tenth consecutive month of gains for the
exchange, with the benchmark index closing at a new
record high. The investment & financial services sector
along with the industrial sector mainly contributed to
this outperformance. Alpha Dhabi Holding, a subsidiary
of IHC, gained 71.6% during the month, becoming UAE’s
most valuable company in the process.

Dubai underperformed, with the DFMGI closing down
1.6%. Real estate names along with transportation and
telecom ones mainly contributed to this decline. Emaar
Properties announced that its planned merger with
Emaar Malls would now close towards the end of the
year, instead of Q3. We remain positive on Emaar
Properties and Emaar Development, given the recovery
witnessed in the demand for residential real estate. The
UAE’s vaccination drive continued to witness good
progress, with nearly 65% of the population vaccinated
with both doses, as per MOHAP. Daily Covid-19 cases
also trended lower, with new cases down 23% MoM.

UAE banks posted a strong set of results for Q2 2021,
with net income rising on average 16.6% QoQ and 14.0%
YoY for the four largest banks. Earnings were up mainly
due to lower provisioning, except DIB, which saw an
uptick in its cost of risk. Given the increase in property
(collateral) prices during H1 2021 and improved
macroeconomic conditions, some banks highlighted the
possibility of reversing provisions in H2 2021, as they
update their ECL models. NIMs were relatively stable
while loan growth was muted due to large corporate
repayments. Retail loans grew on increased demand for
mortgages and car loans. Banks generally expressed
optimism for loan growth during the second half of the
year, given improving macroeconomic conditions.
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Saudi Arabia’s Tadawul Index closed up 0.3%, with
gains in software & services, utilities and
pharmaceuticals being offset by declines in the F&B,
consumer staples and banking sectors. Trading activity
was down over 50% MoM given Eid holidays. SAMA’s
June data pointed towards a further decline in mortgage
sales as the Saudi Real Estate Development Fund cut the
tenor of mortgages from 25 years to 20 years. Loan
growth generally remained strong, increasing to 9.5%
YTD at the end of June. We continue to like an exposure
to banks which have a diversified mix of corporates
loans and mortgages, as we expect corporate lending to
gain traction in H2 2021. The cement sectors local sales
volumes declined 11% YoY in June due to increased
competition, particularly in the Southern side. We are
optimistic about prices picking up in Q4 2021 as the
development of mega projects picks up steam. The
Ministry of Labor announced Saudization in several new
sectors including legal consultancy, customs clearance,
cinemas, real estate, driving schools and engineering
positions. While this is likely to increase costs for
companies within these sectors, increased employment
for Saudis should translate into greater spending in the
economy and will be positive for the consumer
discretionary sector.

Egypt’s EGX30 gained 4.7% due to a strong rebound in
the heavyweight CIB which had become oversold due to
reduced liquidity and spiraling tensions with Ethiopia.
Kuwait’s All Share Index gained 3.0% due to the
outperformance of the banking sector. NBK posted a
decent set of results with NIMs expanding and loan book
growing 5.8% YoY. The bank however increased its
provisions QoQ as its NPL saw a slight uptick. We
continue to like NBK as we see it as best positioned
locally to benefit from increased government spending
in lieu of higher oil prices. Moreover, potential
regulatory changes to mortgages could also help the
bank grow its retail book. Bahrain’s All Share index
(+0.6%), Qatar’s DSM Index (+0.2%) and Oman’s
MSM30 Index (-0.8%) put in relatively flat performances
for the month, as trading activity took a steep fall.
Bahrain substantially reduced its monthly Covid-19
caseload, with cases down 87% MoM. Oman’s strict
lockdown, which lasted till the end of month, also
helped reduce cases 45% MoM. Israel’s TA35 Index

gained 0.5% with ten new companies listed during the
month, taking the total number of new IPOs on the
exchange to 75 since the start of the year. Pakistan’s
KSE 100 was down 0.6% as the Delta Covid-19 variant
spread across the country leading to new smart
lockdowns. Lastly, Turkey’s XU100 Index gained 2.7%, as
the Turkish Lira gained 3% against the USD in July.

MENA recommendations: Given the strong oil
price environment, we expect the GCC economies to
do well with most of the major economies reporting
fiscal and current account surpluses. Also there has been
a strong push by the GCC to diversify away from oil
by investing money in the non-oil sector. We expect
the effect of higher oil prices and capital spending to
spill over into the broader economy. Hence along with
our liking for the value and cyclical
names in banks, construction materials and industrials,
we also prefer bottom-up plays in sectors such as
retail, F&B and IT. Within the UAE, we have reduced out
exposure slightly to reopening plays such
as airlines, hotels and malls, given the spread of the
delta variant globally. Given the strong set of results
posted by banks and the guidance for lower cost of risk
in H2, we increased our exposure to ENBD, DIB and
ADCB. DIB’s management noted that the announcement
for the increase in its FOL should be soon, a move which
could act as a catalyst for the name.

In Saudi, we initiated a position in Al Moammar
Information Systems. MIS recently signed a MOU with
Saudi Fransi Capital to establish and operate data
centers across the Kingdom. As the government pushes
for increased adoption of IoT, automation, AI and 5G,
the total requirement for data centers/cloud space is
expected to reach 360MW in the next five-six years from
the current demand of 60MW. On the high dividend
yield side, we like names within the communication
services sector (Yahsat, Etisalat and STC), construction
supplies players (RAK Ceramics, Bawan) and regional
top banks with high capital adequacy (ADCB, DIB, Riyad
Bank, SNB, Masraf Al Rayan and NBK).
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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 19.8

Morocco 19.2

Abu Dhabi 18.1

Qatar 14.0

Dubai 13.1

Oman 12.0

Egypt 8.0

Bahrain 4.2

Oman 4.6%

Abu Dhabi 3.7%

Egypt 2.9%

Dubai 2.9%

Morocco 2.8%

Qatar 2.7%

Kuwait 2.2%

Bahrain 2.2%

Saudi Arabia 2.0%

Source: Bloomberg, Daman Investments Asset Management

http://www.daman.ae/


D
u

b
ai

Sa
u

d
iA

ra
b

ia
Daman Investments | Monthly Global & MENA Review July 2021

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
more than 1 standard deviation above the historical
average relative PE of 1.08 vs MSCI EM as it offers
higher earnings growth. Also, MENA offers higher 1
year forward dividend yield of 3% vs EM at 2.6%.

UAE is trading higher than the historical average
relative PE of 0.93 vs MSCI EM. However, UAE’s 1 year
forward dividend yield is quite attractive at 3.2%.
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 0.2% during the month of July

2021. The macro backdrop for EM sovereign credit has

become more complex over July,

as emerging markets are typically not well equipped to

compete with developed markets for funding and we

see upcoming difficulties to implement their fiscal plans

while trying to contain their funding costs for such plans.

While the IMF projects that fiscal balances in Emerging

markets will improve in 2021, unlike in many

developed markets, current accounts are nevertheless

projected to shrink, adding to the difficulties for

funding. Countries that may continue to see their terms

of trade improving in 2021 – commodity exporters – are

clearly less exposed hence our constructive view on

MENA. But countries that are importers and are slow to

reduce their fiscal deficits could face more headwinds.

We continue to favor oil related HY credits in GCC

sovereigns and Sub-Saharan Africa.

We prefer Angola given catalysts viz. recently approved

IMF EFF fifth review allowing the immediate

disbursement of USD 772 mn and lower foreign currency

debt service on China debt reprofiling (and DSSI relief).

Our pivot last month to Gabon as beneficiaries of short-

end of the curve liability management saw merit as

Gabon also reached a new three-year Staff-Level

Agreement with IMF. In GCC IG, we prefer Saudi Arabia

as we now expect stronger GDP growth in 2021,

supported by higher oil prices, increased production

quotas and higher VAT collection. While government

debt has increased in recent years from a low base, it

remains well below the A-rated median, at 32% of GDP.

In GCC HY, we prefer Egypt over Oman and Bahrain.

Egypt’s reform commitment, fiscal discipline and strong

multilateral backing are key sources of credit support,

mitigating its large external financing requirements.

Recent underperformance makes Egypt attractive

compared to Oman and Bahrain. We expect both Oman

and Egypt to remain supported by fiscal consolidation

expectations.

According to the IMF, fiscal balances in most EM

countries are improving which we see favourably.

However, much of that improvement is cyclical and

driven by a boost in revenues as economies recover

rather than being non-essential focused. As a result, the

IMF expects current account balances in many EM

countries to shrink despite the improvement in the

fiscal balance. Furthermore, still according to the IMF,

the correlation between fiscal and external balance will

once again be positive, suggesting that fiscal policy will

be an important driver of external balances.

Despite our preference for CEEMEA credit over LATAM

sovereign issuers we are now gradually reconsidering

our view. Key drivers of this re-assessment have been

worse fiscals, higher supply and more challenged COVID-

19 dynamics. However, spreads are now at a point

where LATAM IG spreads are at record wides versus EM

sovereign IG, even beyond March 2020 levels, and

spreads versus US IG are near prior wides. We continue

to favour Ukraine its spreads are 80 bps wider than

pre-COVID levels. Additionally, its IMF re-engagement

to resolve pending issues, with the objective of getting

the programme back on track should in our view

support the bonds.

Note that this LATAM IG series now excludes Colombia,

which if included would made it look even cheaper given

its recent downgrade. Breaking EM sovereign IG out by

region also shows this divergence, with LATAM the only

region near five-year average levels compared to all

other regions near the tights, with MENA the other least

expensive-looking region. Up until now, we have been

positioned in LATAM only via the stronger credits as

Mexico and Peru and underweighting the more

vulnerable ones namely Colombia and Panama.

However, given recent moves in valuations, we see

room to move into the credits that have

underperformed, at the same time reducing exposure to

the outperformers to be invested in better valued

credits.

We are now at a stage where we consider adding risk to
the underperformers: El Salvador and Colombia have
been among the key underperformers in July, while
Argentina, Ecuador and Costa Rica have outperformed.
IMF agreement should ultimately re-anchor bond prices
in Argentina given the manageable debt structure.
Meanwhile, the expected pick-up in growth and export
receipts should provide a welcome tailwind for bond
prices. Mexico has been the best-performing IG credit.
On the other hand, it highlights Costa Rica, Paraguay
and Guatemala having outperformed recently on a
rating adjusted basis. Finally, Peru has eroded our trust
political drama unleashed Thursday related to the head
of Cabinet finally appointed as Economy and Finance
Minister who will face material challenges given
President Castillo’s unveiled political agenda. In the
Caribbean, we continue to favour Dominican Republic
as its effective handling of the COVID-19 crisis
(inoculation rate of 50% of its population with at least
one dose) sees its economy growing between 6.7% and
11% in 2021. It is one of the first countries in the
Western Hemisphere to offer a third shot of the Covid-
19 vaccine to serve as a booster.

http://www.daman.ae/
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China’s recent and successive regulatory crackdowns

dominated the debate in the recent weeks weakening

some of the most strategic sectors for the country while

testing investor sentiment and appetite. We still like

Asia and approach it on case-by-case basis given the

different domestic dynamics of the countries. The

uneven recovery is in full swing, and we remain market

weight with a cautious duration approach. We continue

to favour Pakistan as we think the IMF programme

delays are priced in at current level. While dialogue

remains open, a convergence to IMF conditions before

the September review is vital to accessing USD 3 bn of

IMF financing in FY22. Pakistan’s current FX reserves

stand at USD 18.2 bn, the highest since Jan 2017. It has

underperformed single-B rated peers on news of delays

in the IMF programme, widening 60-70bps across the

curve since 15 June.

Despite an improvement in fiscal balance with strong

COVID induced policy response combined with strong

tax collection Turkey seems on the right direction.

Turkey’s 10Y spread erased more than half the initial

widening following the March changes at the helm of

central bank and it remains attractively priced against

peers. A steady structural reform program, a prudent

monetary policy and an ambitious fiscal consolidation

were and remain the recovery drivers.

To summarize, the biggest risk to the outlook is that the

spread of new variants will encumber the pickup, but

we remain confident that global growth will accelerate in

2H21. This is based on the view that targeted vaccination

at an accelerating pace will limit the health care

consequences of this wave and contain the appetite for

governments to impose new restrictions. Combined with

ongoing support from monetary and fiscal policy in the

EM, this implies we may continue to see the

environment as conducive to earning carry, with some

potential for gains from further spread compression.

http://www.daman.ae/


D
u

b
ai

Sa
u

d
iA

ra
b

ia
Daman Investments | Monthly Global & MENA Review July 2021

www.daman.ae@Copyright Daman Investments 2021

Value MTD Change YTD Change

Barclays  GCC Credit +HY Index 190 0.5% 0.5%

FTSE MENA Broad Bond Index 175 0.6% 0.5%

Dow Jones  Sukuk 109 0.0% -0.9%

Barclays  Global  Aggregate Index 548 1.3% -1.9%

Barclays  Global  High Yield Index 1,547 0.1% 2.2%

Barclays  US Treasury Index 2,527 1.4% -1.3%

Barclays  US Corporate Index 3,564 1.4% 0.1%

Barclays  US Corporate High Yield index 2,432 0.4% 4.0%

JPM EM Global  Bond Index 639 0.4% -0.6%

Bloomberg Barclays  Emerging Markets  Hard Currency Aggregate Index 1,283 0.2% -0.4%

Bloomberg Barclays  US Aggregate Bond Index 2,380 1.1% -0.5%

Markit CDX Emerging Markets  Index 97 -0.4% -0.6%

Barclays  EM High yield 1,454 -0.6% 0.1%

Barclays  EM Corporate Index 316 -0.9% -0.2%

10-year US Treasury yield* (%) 1.22 -25 31

30-year US Treasury yield* (%) 1.89 -19 25

US Treasury 2-10 Spread 103.44 -18 24

US Treasury 2-30 Spread 170.44 -13 18

10-year Germany Treasury yield* (%) -0.46 -25 11

US Breakeven 10 Year* 2.40 6 41

9-year Saudi  Arabia  Govt USD Bond yield* (%) 2.23 -12 17

10-year Abu Dhabi  Govt USD Bond yield* (%) 1.98 -10 30

7-year Kuwait Govt USD Bond yield* (%) 1.28 -5 15

10-year Oman Govt USD Bond yield* (%) 5.13 -7 -56

10-year Bahra in Govt USD Bond yield* (%) 5.60 18 73

9-year Qatar Govt USD Bond yield* (%) 2.26 -6 62

10-year Egypt Govt USD Bond yield* (%) 6.37 10 50

EIBOR 3M* (%) 0.37 2 -14

QAIBOR 3M* (%) 0.95 -5 -17

Dubai  5 Year CDS* (bps) 39 0 -7

Qatar 5 Year CDS* (bps) 43 4 5

Performance

Source: Bloomberg, Daman Investments Asset Management 
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Major Commodities and Currencies
Performance
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Source: Bloomberg, Daman Investments Asset Management 

July 2021

Value MTD Change YTD Change

Brent crude oi l  (USD/bbl ) 76.33 1.6% 47.4%

Natura l  Gas  (USD/mmbtu) 3.91 7.2% 54.2%

Gold (USD/Ounce) 1,814 2.5% -4.4%

Copper (USD/MT) 9,701 3.7% 25.2%

Aluminium (USD/MT) 2,598 3.5% 31.6%

Nickel  (USD/MT) 19,547 7.3% 18.1%

Urea Middle East (USD/MT) 485 7.8% 83.0%

Methanol  China (USD/MT) 309 0.0% 1.6%

SE As ia  Polyethylene (USD/MT) 1,130 6.6% 7.6%

Polypropylene (USD/MT) 1,250 2.5% -1.6%

US Dol lar Index 92.17 -0.3% 2.5%

MSCI EM Currency index 1,729.86 -0.5% 0.6%

JPM EM Currency index 56.70 -1.0% -2.1%

EGP/USD 0.06 0.0% 0.3%

TRY/USD 0.118 3.0% -12.1%

PKR/USD 0.616 -2.7% -1.2%

ILS/USD 0.310 1.2% -0.3%

EUR/USD 1.19 0.1% -2.8%

GBP/USD 1.39 0.5% 1.7%

USD/JPY 109.72 -1.3% 6.3%

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 lost 0.8% during the month. In term of asset
class, equities contributed -1% while fixed income added
0.2% mainly on lower US treasury yields as spreads
widened. Geographically, UAE was the key negative
contributor to the fund return, while Egypt and Kuwait
were the main positive contributors.
We continue to favor well provisioned banks in the region,
given the good set of Q2 results and the management’s
guidance for a reduction in cost of risk and an increase in
loan growth during H2 2021. We also like real estate
names within the UAE given the recovery being witnessed
in prices.

D
u

b
ai

Sa
u

d
iA

ra
b

ia
Daman Investments | Monthly Global & MENA Review

www.daman.ae@Copyright Daman Investments 2021

Performance of our Funds

July 2021

Daman Balanced High Income Fund

The aim of this fund is to generate income along with
achieving medium to long-term capital appreciation, by
investing principally in securities of issuers located in, or
deriving at least 50% of their revenue from the MENA
region, South Asia and Turkey. Portfolio diversification is
further achieved by adding high yield fixed income
securities where market is overpricing systematic and/or
idiosyncratic risks.

The fund returned 0.2% during the month. In term of asset
class, fixed income was the key contributor to the returns
adding 0.15%, while equities added 0.05%. Geographically,
UAE was the key contributor to the fund return. We
increased our exposure to well-capitalized banks in the
UAE such as DIB and ADCB.
In fixed income, Brooge Petroleum was the largest drag on
performance at 12 bps. Our sovereign exposure
outperformed the corporate allocation adding 4 bps with
Pakistan’s first quasi-sovereign green bond adding 4 bps
and Egypt 2024 adding 2 bps respectively. MAF Perps and
DAMAC 22 papers added a combined 3 bps respectively.

2021
Inception

(30 Jul 2020) 
(Class I)

Total Return* 12.9% 23.4%

Annualized Return 23.5% 23.4%

Annualized Volatility 6.2% 6.3%

Sharpe Ratio 3.6 3.5

2021
Inception 

(May 2021)

Total Return 1.2% 1.2%

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 in December 2024.

The fund was down 21 bps in July 2021 where the largest
contribution was from price return versus income return.
Given the fixed maturity setup of this fund (maturity
2024), our positioning on short dated spread instruments
continues to capture most of the market performance.

The positive contribution was attributed to Egypt and
Saudi Arabia with Dar Al-Arkan and NCB Tier 1 Sukuk
contributed a combined 4 bps. The drag on performance
came mainly from UAE with DAE Sukuk and Bank Muscat
Sukuk reducing a combined 19 bps. Additionally, high beta
positions in Turkey and Egypt sovereign credit; contributed
7 bps and 3 bps, respectively. Our short duration
positioning explains 98% of the total return.

2021
Inception 

(Nov 2020)

Total Return** 4.9% 10.1%

Dividends Paid** 4.4% 5.5%

Rating BB-

Annualized Return - 13.1%

Annualized Volatility - 4.2%

Sharpe Ratio - 2.8

* NAV as of  29th July 2021

** Indicative of 31st July 2021

** NAV as of 31s July 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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