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GCC Equity Funds 
Challenging Start for 2008 

 
After a spectacular December, January 2008 turned volatile and 
provided the least returns in the last 12 Months (LTM). MSCI GCC 
declined by 9%, spear headed by Saudi Arabian market with a loss of 
13.4%. The GCC equity funds on an asset weighted average returned a 
negative 3% compared to a rollicking 10% in December 2007. (Figure 
1).  

 

Figure 1: Performance Trend of GCC Funds 
GCC Equity Funds Asset Size Weighted Returns
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Note: Ex-Saudi Arabia Funds have not been considered  
 

The decline in the three markets (Saudi Arabia, UAE and Qatar) which 
comprise 75% of the total market capitalization in the GCC region 
ensured the aggregate MSCI GCC index returning -8.6%. Kuwait, 
however, bucked the trend and posted a positive return of 7.5%. (Figure 
– 2), while Bahrain and Oman provided some relief. Managers were seen 
increasing cash and reducing Saudi exposure in response to the 
mayhem. 
 
Figure 2: Performance of GCC Markets and Funds (January 
2008) 
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In response to the decline in Saudi Arabia, funds were seen reducing 
their allocation to Saudi Arabia. The aggregate allocation to Saudi Arabia 
declined by 5% on a MoM basis to 30%. (Figure – 3). Funds such as 
Khaleej Equity Fund, SIB GCC Equity Fund and AlBasha’er GCC Equity 
Fund considerably decreased their exposure to the Saudi market. 
Khaleej Equity Fund decreased its allocation by 11%, SIB GCC Equity 
Fund and AlBasha’er GCC Equity Fund reduced allocation by 8%. Bahrain 
also witnessed a 100 Bps decrease in fund allocation. The decline in 
fund allocation to the Saudi Arabia and Bahrain was compensated by 
increased allocation to Kuwait (up 2%), the UAE (2%) and Qatar (1%). 
The 26% fund allocation to the UAE was the highest since April 2007. 
AlBasha’er GCC Equity Fund increased its exposure to the UAE market 
by 7%. Allocation to Oman and other MENA markets remained 
unchanged from December 2007 levels.  
 
Figure 3: Allocation Trends by Geography – GCC Equity Funds 
(until January 2008) 
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Fund allocation to the Saudi 
market decreased to 30% in 
January from 35% in 
December 

 
The decline in January seems to have also instilled some amount of 
caution amongst money managers. Mutual funds have reduced their 
exposure to equities as an asset class and have increased their 
allocation to cash and bonds. (Figure 4) Mutual funds decreased their 
equity allocation to approximately 90% in January 2008 from 93% in 
December 2007. This represented the lowest equity allocation since July 
2007. Furthermore, on average, the cash held by GCC funds increased 
by 3% to 9% 
 
Figure 4: Asset Allocation Trends – GCC Equity Funds (until 
January 2008) 
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Performance review of GCC Equity Funds – January 
2008  
 

This section reviews the performance of GCC equity funds. Due to the 
lag in reporting performance, we have reviewed the same only until 
January 2008.  

Only 4 of the 24 funds posted 
positive returns 

 
Only 4 of the 24 funds tracked by Markaz posted positive returns during 
January 2008. The extent of decline during the month has been less 
intense on the Sharia compliant funds. The benchmark for Sharia 
compliant funds posted a positive return of 1.7% in January 2008 as 
compared to a negative return of 8.5% on MSCI GCC Index.  
 
Conventional GCC Funds 
Figure 5: Top Five Conventional Funds by Monthly Returns 

-8.55%

3.05% 2.70%

-0.68% -0.71% -1.19%

MSCI GCC AlAhli Gulf Khaleej
Equity

Vision
Emerging

GCC

Tijari GCC
Equity

Aafaq
Invesment

 
Among conventional funds, Al Ahli Gulf Fund, which had an equity 
allocation of 66% in the Kuwaiti market, was the best performer with 
returns of 3.1%. Khaleej Equity Fund, among the top five performers in 
December 2007, continued with the trend, yielding monthly returns of 
2.7%. Furthermore, Khaleej Equity Fund increased its exposure to 
equities by 6 percentage points in January 2008. Vision Emerging Fund, 
which provided the highest returns in December 2007, was in the third 
position with a monthly loss of 0.7%. (Table 2).  

MSCI GCC posted a loss of 
8.55% 

 
Table 2: Top 5 Conventional Funds (January 2008) 
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Figure 6: Risk Return profile of conventional mutual funds. 
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GCC Equity funds enjoy high 
information ratio Figure 7: Information ratios of conventional mutual funds. 
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Information ratio has been used as a measure for assessing the risk and 
return relative to a benchmark which is MSCI GCC. Information ratio is 
defined as alpha/tracking error wherein alpha is the excess return 
posted by the fund in comparison to MSCI GCC and tracking error is the 
standard deviation of alpha. 
 
Islamic GCC Funds 
In January 2008, Riyad Gulf Fund was the best performing Sharia 
compliant fund with returns of 0.3%. The performance of the 
benchmark index was better than all Sharia compliant funds as it 
recorded positive returns of 1.7% (Figure 8). Al Dana GCC Equity Fund 
posted a loss of -1.8% in January after returning 9.8% in December. 
AlBasha’er GCC Equity Fund was the third-best Shariah compliant fund, 
as it decreased its allocation in the Saudi market by 8%. Al-Tawfeek Gulf 
Equity Fund and Gulf Industrial Companies fund posted a loss of 4.5% 
and 5.1% respectively. Both these funds had a high exposure to weak 
Saudi market (Table 1). 
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The Index was the best 
performer for Sharia compliant 
GCC Funds 

 

Figure 8: Top Five Sharia compliant Funds by Monthly Returns 
(January 2008)   
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Table 1: Top Five Sharia compliant Funds (January 2008) 

 

 
 
 
Figure 9: Risk Return profile of Islamic mutual funds. 
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Appendix 1: GCC Equity Funds Statistics 
Shariah compliant Funds 

 
Conventional Funds 

 
Source: Markaz Analysis, Zawya, Lipper   
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Markaz Latest Published Research 

Strategic research Sector Research Quantitative Research Newsletters 
Title  Release 

Date 
Research Highlights Title  Release 

Date 
Title  Release 

Date 
Research 
Highlights 

GCC Equity Funds: The Asset Allocation 
Challenge Sep-06 Issues behind asset allocation for 

GCC equity funds.  
Syria Real 
Estate Apr-07 GCC Equity 

Funds 
Since May - 
07 (Monthly) 

Asset allocation strategy for 
GCC stock markets using an in-
house proprietary model.  

Daily Morning Brief                               
KSE Market Weekly Snapshot                
KSE Weekly Review (Technical 
Analysis)    
Weekly Private Equity Update                
Weekly International Market Update 

Since 

GCC Leverage Risk: How real it is? Nov-06 
Examining the risk behind 
increased exposure of the GCC 
financial system to stock market.  

Saudi Arabia 
Real Estate Jul-07 

GCC Asset 
Allocation 
and 
Volatility 
(MVX) 

Jul – 07 
(Monthly) 

Launch of Volatility Index for 
the six GCC markets, EM and 
S&P.  

 
GCC for fundamentalists: A top-down 
framework Dec-06 

Establishing a framework 
involving fundamental variables 
affecting GCC stock markets. 

Qatar Real 
Estate Sep-07 

Managing GCC Volatility: Strategies and 
Tactics Feb-07 Devising risk-based portfolio 

strategy.   
Lebanon Real 
Estate Dec-07 

Derivatives Market in GCC: Cutting a (very) 
long market short Mar-07 Examining the need for 

derivatives market in GCC.  

To Leap or To Lag: Choices before GCC 
Regulators Apr-07 

Examining the evolution and 
progress of GCC capital market 
structures.  

A Gulf Emerging Portfolio: And Why Not? Jun-07 A Study on Saudi, Kuwait, and 
UAE for Portfolio Enhancement. 

A Potential USD 140 Bn Industry Review of 
Asset Management Industry in Kuwait Sep-07 

Examining the status of Kuwait 
investment industry, both 
managed accounts and mutual 
funds.  

China and India: Too Much Too Fast 
GCC more than a global soother Oct-07 

Run up in China & India is too 
fast and is a cause of concern. 
The report suggests inclusion of 
GCC markets in the portfolio as a 
soother.  

Kuwait: The New law to slash tax  
 Dec-07 

A key obstacle to foreign 
investment has been removed on 
December 26th, 2007. 

Outlook 2008: Kuwait Jan-08 Stock selection will be 
challenging.  

Outlook 2008: Saudi Arabia Jan-08 Expect Consolidation 

Outlook 2008: UAE Jan-08 Earnings growth momentum to 
continue 

Outlook 2008: Qatar Jan-08 Stick to heavy weights 
Emerging Investments trend for 2008 Jan-08 A panel discussion 
GCC Outlook 2008  Jan-08 The “Life Boat” to hang on 

The Vicious “Square” Feb-08 Monetary Policy Options for 
Kuwait 
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Disclaimer 
This report has been prepared and issued by Kuwait Financial Centre S.A.K (Markaz), which is regulated by the Central Bank of 
Kuwait. The report is intended to be circulated for general information only and should not to be construed as an offer to buy or 
sell or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any 
jurisdiction. 
 
The information and statistical data herein have been obtained from sources we believe to be reliable but no representation or 
warranty, expressed or implied, is made that such information and data is accurate or complete, and therefore should not be relied 
upon as such. Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this 
report. They do not necessarily reflect the opinion of Markaz and are subject to change without notice. Markaz has no obligation to 
update, modify or amend this report or to  otherwise notify a reader thereof in the event that any matter stated herein, or any 
opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the 
subject company is withdrawn. 
 
This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific 
person who may receive this report. Investors are urged to seek financial advice regarding the appropriateness of investing in any 
securities or investment strategies discussed or recommended in this report and to understand that statements regarding future 
prospects may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each 
security’s price or value may rise or fall. Investors should be able and willing to accept a total or partial loss of their investment. 
Accordingly, investors may receive back less than originally invested. Past performance is historical and is not necessarily indicative 
of future performance.  
 
Kuwait Financial Centre S.A.K (Markaz) does and seeks to do business, including investment banking deals, with companies covered 
in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the 
objectivity of this report.  
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