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The Perfect Storm

Flight to Quality: Going from
Risky assets:
-stocks
-bonds
-bank deposits

To US treasuries
But remains in the System !

Money leaves Emerging Mkts
debt and equity
Money leaves the System !

Consequence:

US$ and ¥
As carry-trades unwind
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Part I: Global Market Conditions 
Year To Date



Global Macro Economic Situation

All signs point to a Global 
recession including Japan

GDP
Eurozone -0.20% Q2 % Ch 0.30% Aug-08
Germany -0.50% Q2 % Ch -6.40% Aug-08
France -0.30% Q2 % Ch 0% Jul-08
Italy -0.30% Q2 % Ch -2.46% Jul-08
UK 0.00% Q2 % Ch
EU 27 -0.50% Q2 % Ch
US 0.70% Q2 % Ch -0.34% Aug-08 -0.26% Sep-08
   
Japan -0.80% Q2 % Ch -7.70% Sep-08 -5.18% Sep-08

GDP
Eurozone -59.90% Aug-08 87.7 Sep-08
Germany Lowest level since 2001
France
Italy
UK
EU 27
US -8.80% Sep-08 39 Aug-08
 Low
Japan -14.90% Sep-08 -3 Sep-08

Lowest level since 2003

Retail Sales

Auto Sales Business Confidence

Growth Wholesale Sales



US & European Equity Markets

3 years of returns wiped away  !

YTD 1-yr 3-yr

10/14/2008 6/30/2008 3/31/2008 12/28/2007 % chg % chg % chg

DJ World Index  (World) 191.47 266.86 273.1 301.83 -28.25% -2.28% -9.52% -36.40 -38.80 -4.40

DJ Industrial Average 9,310.99 11,350.01 12,262.89 13,365.87 -17.96% -7.44% -8.25% -29.8 -33.1 -3.3

Wilshire Large-Cap Growth 2,142.18 2,885.29 2,817.23 3,157.31 -25.76% 2.42% -10.77% -31.70 -33.40 -4.80

Wilshire Large-Cap Value 2,343.51 2,904.87 3,134.31 3,488.79 -19.32% -7.32% -10.16% -32.40 -36.60 -5.90

NASDAQ Composite 1,779.01 2,292.98 2,279.10 2,674.46 -22.41% 0.61% -14.78% -32.90 -35.60 -4.90

NYSE Financial 5,112.63 6,204.95 7,240.75 8,282.80 -17.60% -14.31% -12.58% -38.40 -45.00 -11.40

Energy 9,786.12 16,451.44 13,907.11 15,477.58 -40.52% 18.30% -10.15% -36.00 -36.20 -0.40

CBOE Volatility 55.13 23.95 25.61 20.74 130.19% -6.48% 23.48% 145.00 175.40 54.80

DJ Stoxx 50  (Europe) 2408.75 2906.42 3017.98 3683.25 -17.12% -3.70% -18.06% -34.60 -37.70 -8.80

DJ Euro Stoxx 50  (Euro zone) 2756.74 3352.81 3628.06 4404.64 -17.78% -7.59% -17.63% -37.30 -37.60 -6.30

CAC 40 (France) 3628.52 4434.85 4707.07 5627.25 -18.18% -5.78% -16.35% -35.40 -37.20 -6.80

DAX (Germany) 5199.19 6418.32 6534.97 8067.32 -18.99% -1.79% -18.99% -35.60 -34.70 1.50

WIG (Poland) 38460.54 41146.26 48011.28 55648.54 -6.53% -14.30% -13.72% -41.10 -48.30 1.20

DJ Russia Titans 10  (Russia) 3179.92 7128.02 6599.73 7650.19 -55.39% 8.00% -13.73% -58.50 -57.50 1.90

RTS Index  (Russia) 869.51 2303.34 2053.93 2290.51 -62.25% 12.14% -10.33% -62.00 -59.70 -1.60

Swiss Market  (Switzerland) 6260.22 6958.51 7224.31 8484.46 -10.04% -3.68% -14.85% -26.20 -30.90 -3.10

Istanbul National 100  (Turkey) 30536.15 35089.53 39015.44 55698.42 -12.98% -10.06% -29.95% -45.00 -46.60 -1.00

FTSE 100 (U.K.) 4394.21 5625.9 5702.1 6476.9 -21.89% -1.34% -11.96% -31.90 -33.60 -5.90

INDEX (REGION/COUNTRY)

US

 Q-1 Q-2 Q-3

Europe



Asia & Emerging Markets

YTD 1-yr 3-yr

10/14/2008 6/30/2008 3/31/2008 12/28/2007 % chg % chg % chg

DJ Asia-Pacific  (Asia-Pacific) 99.25 141.65 143.44 156.49 -29.93% -1.25% -8.34% -37.20 -40.50 -5.50

All Ordinaries  (Australia) 4311.5 5332.9 5409.7 6423.7 -19.15% -1.42% -15.79% -32.90 -35.80 -0.50

Shanghai Composite  (China) 2017.321 2736.1 3472.71 5261.56 -26.27% -21.21% -34.00% -61.70 -66.90 n.a.

Hang Seng  (Hong Kong) 16832.88 22102.01 22849.2 27370.6 -23.84% -3.27% -16.52% -39.50 -41.90 5.10

Bombay Sensex  (India) 11483.4 13461.6 15644.44 20206.95 -14.70% -13.95% -22.58% -43.40 -39.70 11.90

Straits Times  (Singapore) 2128.31 2947.54 3007.36 3445.82 -27.79% -1.99% -12.72% -38.60 -43.40 -1.40

Kospi  (South Korea) 1367.69 1674.92 1703.99 1897.13 -18.34% -1.71% -10.18% -27.90 -31.80 4.70

Weighted  (Taiwan) 5291.56 7523.54 8572.59 8396.95 -29.67% -12.24% 2.09% -37.80 -44.80 -3.90

Nikkei Stock Avg  (Japan) 9447.57 13481.38 12525.54 15307.78 -29.92% 7.63% -18.18% -38.30 -44.90 -11.00

Amman SE General Index  (Jordan) 3726.73 4067.27 4774.53 3925.582 3674.961 -21.95% 21.63% 6.82% 1.41 12.14

BLOM Stock Index  (Lebanon) 1591.15 1732.24 2051.77 1535.87 1501.77 -22.45% 33.59% 2.27% 5.95 22.18

Kuwait SE General Index (Kuwait) 11795.7 12839.3 15456.2 14288 12558.9 -23.68% 8.18% 13.77% -6.08 -11.49

BSE ALL Share Index (Bahrain) 2371.02 2462.72 2859.03 2789.89 2755.27 -17.07% 2.48% 1.26% -13.95 -7.84

MSM30 Index  (Oman) 7717.43 8493.56 11323.04 10102.57 9035.46 -31.84% 12.08% 11.81% -14.59 2.73

DSM20 Index (Qatar) 8377.36 9314.53 11863.86 9554.71 9580.45 -29.39% 24.17% -0.27% -12.56 -1.42

TADAWUL ALL Share Index (Saudi) 6828.96 7458.497 9352.32 8992.53 11038.66 -26.98% 4.00% -18.54% -38.14 -12.52

ADX General Index (UAE) 3602.45 3956.72 4953.83 4556.37 4551.8 -27.28% 8.72% 0.10% -20.86 -6.98

DFM General Index (UAE) 3703.34 4127.62 5443.78 5351.89 5931.95 -31.97% 1.72% -9.78% -37.57 -24.19

EGYPT HERMES Index (Egypt) 544.044 630.873 856.601 990.792 927.335 -36.49% -13.54% 6.84% -41.33 -31.02

Tunis SE TUNINDEX (Tunis) 3189.44 3,362.00 3057.79 2729.04 2614.07 4.31% 12.05% 4.40% 22.01 27.94

MCSINDEX (Morocco) 30057.311 25532.779 28974.23 30057.311 25631.189 3.74% -3.60% 17.27% 17.27 -2.16

DJ Americas  (Americas) 252.13 340.56 342.1 379.54 -25.97% -0.45% -9.86% -33.10 -35.90 -4.50

Merval  (Argentina) 1349.69 2107.87 2103.72 2151.73 -35.97% 0.20% -2.23% -37.30 -39.60 -5.60

Sao Paulo Bovespa  (Brazil) 41569.03 65017.58 60968.07 63886.1 -36.06% 6.64% -4.57% -34.90 -32.60 11.80

IPC All-Share  (Mexico) 22244.61 29395.49 30912.99 29700.19 -24.33% -4.91% 4.08% -24.70 -31.00 14.30

Caracas General  (Venezuela) 36596.46 37259.15 35056.37 37903.65 -1.78% 6.28% -7.51% -3.40 -3.80 23.00

INDEX (REGION/COUNTRY)  Q-1 Q-2 Q-3

Asia Pacific

Americas

MENA



Fixed Income Markets

Treasury yields have fallen however Emerging Market Debts rates have 
sky-rocketed; Dubai Holding is trading at a CDS spread of 350bpts, Russia 
at 280bpts.

Coupon Chg
(%) from

prev

5.25 Australia 2 4.445 4.345 5.641 6.624 264.1 -10.6 239.9

6.5 5 5.045 5.045 5.622 6.563 204.6 -23.7 216.1

5.25 10 5.45 5.54 5.68 6.269 140.4 -25.6 159

3.75 France 2 3.39 3.38 4.118 4.247 158.6 -19.6 2.2

4.5 5 4.04 4.06 4.175 4.374 104.1 -25.7 -2.8

4 10 4.351 4.385 4.395 4.514 30.5 -20 -16.5

4 Germany 2 3.247 3.182 3.94 4.236 144.3 -14.1 1.1

4 5 3.774 3.762 3.973 4.328 77.5 -22.5 -7.4

4.25 10 4.104 4.112 4.156 4.417 5.8 -17.4 -26.2

3.5 Switzerland 2 1.54 1.362 2.241 2.629 -26.4 -2.8 -159.6

4 5 2.428 2.313 2.515 2.795 -57.1 -12.2 -160.7

3 10 3.025 2.946 2.864 3.126 -102.1 -8.7 -155.3

4.75 U.K. 2 3.956 3.721 4.539 5.302 215.2 2.9 107.7

4.5 5 4.54 4.375 4.587 5.166 154.1 -7.2 76.4

5 10 4.75 4.666 4.599 5.127 70.4 -8.2 44.8

2 U.S. 2 1.804 1.598 2.217 4.225 ... ...

3.125 5 2.999 2.762 2.95 4.402 ... ...

4 10 4.046 3.88 3.72 4.679 ... ...

...

...

...

Latest () Previous

Country/Maturity,
in years

Month ago Year ago Latest Year ago

YIELD (%) SPREAD UNDER/OVER U.S. TREASURYS,



Global Commodity Markets

The Global 
recession is 
dampening all
hopes of an upward 
trend in oil or 
industrial materials.

COMMODITIES CASH PRICES

 10/14/2008 6/30/2008 3/31/2008 12/28/2007 YTD Q3 Q2 Q1

Brent 75.34 140.42 100.01 97.08 -22.39% -46.35% 40.41% 3.02%

West Texas Intermediate, Cushing 78.63 140 101.59 96.01 -18.10% -43.84% 37.81% 5.81%

Fuel oil, No. 2 NY gal. 2.2397 3.91 3.0592 2.632 -14.91% -42.72% 27.81% 16.23%

Gasoline: conventional, premium NY gal 2.2448 3.4791 2 .6688 2.5404 -11.64% -35.48% 30.36% 5.05%

Natural gas Henry Hub, $ per MMbtu 6.6 13.155 9.935 7.1 3 -7.43% -49.83% 32.41% 39.34%

 
 

London p.m. fixing 832.5 930.25 933.5 833.75 -0.15% -10.51% -0.35% 11.96%
 

(U.S.$ equivalent) 10.89 17.65 17.99 14.75 -26.17% -38.30% -1.89% 21.97%

Platinum: free market 1032 2064 2040 1534 -32.72% -50.00% 1.18% 32.99%

Aluminum, Comex per lb. 1.0375 1.418 1.3275 1.0725 -3.26% -26.83% 6.82% 23.78%

St. Steel scrap, US, $ per gross ton-D 2121 2973 2961 2 786 -23.87% -28.66% 0.41% 6.28%

Zinc, Ryan's Notes N. Am, cents/lb-D 75.408 95.049 114 .462 118.205 -36.21% -20.66% -16.96% -3.17%

 

Corn, No. 2 yellow. Cent. Ill. bu-BP,U 3.67 6.805 5.32 n.a. n.a. -46.07% 27.91% n.a.

Wheat, Spring 14%-pro Mnnpls; $/bu.-U 7.3875 11.555 13 .69 11.1 -33.45% -36.07% -15.60% 23.33%

 

Beef choice 1-3,600-900 lbs.-U 137.48 152.53 129.54 139 -1.09% -9.87% 17.75% -6.81%

Milk, Nonfat dry, Chicago 101 145 130 172 -41.28% -30.34% 11.54% -24.42%

Coffee, Brazilian, Comp. 1.1392 1.4416 1.2414 1.2728 -10.50% -20.98% 16.13% -2.47%

Eggs, large white, Chicago dozen-U 1.035 1.175 1.445 1. 485 -30.30% -11.91% -18.69% -2.69%

Sugar, cane, raw, world, lb. fob 13.14 14.51 13.23 13.1 4 0.00% -9.44% 9.67% 0.68%

Foods

Energy

Grains and feeds

Precious metals
Gold, per troy oz

Silver, troy oz.



Global Money Market Rates

Huge spreads are witnessed 
between fed funds or O/N
rates and Libor

     

 Latest Wk ago High Low
U.S. 4.5 4.5 7.75 4.5
Canada 4.25 4.25 6.25 4.25
Euro zone 3.75 3.75 4.25 3.75
Japan 1.875 1.875 1.875 1.875
Switzerland 2.86 2.86 4.56 2.37
Britain 4.5 4.5 5.75 4.5
Australia 6 6 7.25 6
Hong Kong 5.25 5.25 8 5.25

repurchase
U.S. 0.23 0.5 4.78 0.23
U.K. (BBA) 4.917 5.4 5.82 3.958
Euro zone 3.46 4.21 4.5 3.46
U.S. government rates 
Federal funds  
4/30/2008 
Effective rate 1.3 3.47 4.85 0.82

10/14/2008 Latest Wk ago High Low
4 weeks 0.68 0.68 4.1 0.3
13 weeks 0.5 0.46 4.185 0.46
26 weeks 1.1 1.1 4.225 1.1

International rates  Prime Rates US Effective 10/08/2008

 
Other short-term rates 
Libor Latest Wk ago High Low
One month 4.46875 4.14 5.25188 2.37875
Three month 4.635 4.32 5.20875 2.54188
Six month 4.255 4.01625 5.13375 2.36625
One year 4.06 3.9 5.01531 2.17813

Euribor
One month 4.926 5.165 5.186 4.135

Three month 5.225 5.371 5.391 4.288
Six month 5.288 5.434 5.438 4.295
One year 5.334 5.488 5.514 4.286



Global Stock Market During Earnings Recessions

Source: Global Equity Strategy Citibank Oct 
08

Equity Behavior



Source: Credit Suisse Oct 2008

Equity Behavior (2)



Part II: Forecasted Economic 
Environment



Global Forecast: Recession in G7

World Economy In Recession



UAE Forecast: Slowing of Growth

� Slowing Economic Growth from 7% in 2008 to 
4.5% in 2009 IMF and consensus set growth at 6% 
in 2009

� Oil prices set to come down to 2009 average to 
$105

� Concerns on the real estate market in Dubai
� Inflation to be reduced below double digits
� No currency revaluation AED should appreciate 

against most currencies



Market PositivesMarket Negatives

• UAE Fiscal Reserves Remain 
Enormous
• ADIA can add can add support
• Declining Wages & Material Costs
• Immigration expected to continue
• Lowered Inflation
• Abu Dhabi Real Estate Market still     
positive.
• PE x are back are very reasonable 
level given UAE growth
• Liquidity should resume its normal 
course thanks to Central Bank

• Dubai Real Estate market should 
correct
• Funding issues will continue to 
burden project viability
• International Credit Markets no 
longer available to Dubai
• Stronger Dirham makes 
investment less attractive to 
foreigners
• Trade, business travel and 
tourism should slow down

UAE Analysis on Market Impact



Part III: A Stronger Portfolio



� Hedge Funds
� Commodities
� Soft/Hard
� Precious/Industrial

� Private Equity
� Listed Equity
� Emerging/Developed

� Sukuks
� Balance of Floating vs. Fixed
� Credit Selection Industry

� Growth/Development
� Yield Generating

Wealth Portfolio

Financial

Liquidity

Human Resources

Real 
Esta

te Equity

AlternativesIn
co

m
e



Opportunities

Portfolio Segments Details

Capital Preservation • Seek strong UAE backed deposits
• Avoid currency risk

Income Generation • Sukuk 
Investments

• Preference to 
Floating over 
Fixed

• Real Estate Yield

• Nakheel Dv Eib+813 
bpts

• Aldar Eib+602bpts
• JAFZ Eib+492bpts
Source: Bloomberg

Commodities & 
Alternatives

• Energy, Precious Metals, Industrial 
Metals

• Soft Commodities
• Hedge Funds

Real Estate • Growths vs.Yield
• Location
• Sectors


