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Lower correlations, more effective diversification 
and falling volatility are all important because 
combined together these factors allow a variety 
of normally risk-constrained investors (pension 
funds, personal pensions, capital guaranteed 
products etc.) who should be buying on today’s 
valuations, to build up the confidence to re-
enter markets. With near zero yielding cash 
alternatives their desire to increase risk and to 
capture some extraordinary returns in doing so, 
could be sudden and surprisingly determined.

So how will we be responding across portfolios?
Our view on entering 2009 is that so much of 
the bad news is already priced into assets, and 
so powerful has been the policy response that in 
fact the market may now become susceptible to 
positive surprises!  The challenge as ever is the 
timing – in this our policy response is not new.  
We will continue with the tentative steps taken 
since November to:

1) Reduce government bonds and reduce duration 
to reflect low yields and risks from record issuance 
(the German Government Bund auctions failed to 
attract enough buyers last week). 

2) Add to high quality corporate bonds and 
government backed bank issues especially at the 
shorter end of the market. 

3) Gradually increase global equities where 
earnings visibility, high dividend cover and 
exposure to government spending programmes can 
be combined. For target return portfolios additional 
equity exposure will be acquired in conjunction 
with portfolio insurance.

4) Make our very first steps into the largest global 
property names, looking for those with governments 
as major tenants, long term debt profiles and low 
gearing.

5) Add to positions in strategic soft commodities 
via exchange traded funds and retain holdings in 
Gold as a long-term hedge against an inflationary 
backlash against government spending programs.

6) Finally we have already started to lift our 
Sterling content across portfolios after our multi-
year strategy to underweight the UK currency.  A 
combination of  what is now a very cheap Pound 
(see below), ultra low short rates that are now 
feeding through into variable mortgages (unlike 
most of Europe) and finally a belief that the ECB 
will now follow suit and aggressively cut rates 
to close to the UK level all argue for a potential 
rebound in Sterling.

Sterling is cheap on almost any measure

Guy Monson 
Chief Investment Officer, Managing Partner
January 2009

Market View -  Guy Monson, Chief Investment Officer
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Introduction & Rationale

Sarasin-Alpen & Partners is delighted to provide 
details of the new Sarasin GCC Equity 
Opportunities Fund (USD).  It offers investors an 
opportunity to access some of the most 
interesting companies in Saudi Arabia, Kuwait, 
UAE, Qatar, Oman and Bahrain.

The equity markets of the Gulf have suffered 
terribly in recent years, despite an excellent 
economic performance. Prices have fallen to 
multi-year lows and valuations compare extremely 
favourably to those elsewhere in the emerging 
world.

By global standards, the region’s equity markets 
are highly volatility and lowly correlated; 
characteristics which often prove difficult for 
investment professionals to handle. However, 
such characteristics are incorporated seamlessly 
into our offering. We also offer excellent 
diversification – by country and by company - 
ensuring that strong performers are not missed 
and an “overlay” that reduces exposure and 
hence downside risk during periods of weakness. 
It is therefore well suited to clients who recognize 
the opportunities yet remain alert to the risks.

Elements of its process have been applied in 
two Sarasin funds for more than twelve years, 
contributing positively to its reputation for 
product innovation in the process. We are 
delighted to highlight this exciting new product 
from the award-winning Sarasin Group.

The Opportunity

The GCC hosts approximately 40% of the worlds 
proven oil reserves and 22% of its gas. Saudi 
Arabia, the world’s largest supplier of oil, has 
sufficient reserves to pump at 2006 levels for 
another 80 years, while Qatar can repeat its 
2006 output of gas another 437 times (source: 
ICMA, May 2008).

Increasingly, governments are seeing this 
revenue as an opportunity to develop a local 
infrastructure and to diversify - economically 
and financially - away from their reliance on 
commodities. This process of diversification is 
creating a broader more sustainable economic 
expansion. The International Monetary Fund 
forecasts that of the $800 billion earmarked 
for investment in the region over the next five 
years, less than 25% will be directed towards 
the oil & gas sector. Although the region is 

The Sarasin GCC Equity 
Opportunities Fund (USD)

not immune to the negative consequences of the 
credit crunch, the IMF recently predicted that the 
world’s advanced economies would bear the brunt 
of the pain, with growth of just 0.5% expected 
in 2009. The Gulf, by contrast, was expected to 
grow by 5.9%. While such forecasts may yet prove 
optimistic, a substantial growth premium over the 
developed world is assured. 

In absolute terms and relative to the developed 
world, the GCC economies are strong and 
financially sound. The recent spike in oil prices 
provided a welcome, though unnecessary, boost to 
government coffers, with more oil & gas revenue 
generated last year than the entire 1980s. The GCC 
saves a substantial proportion of its oil income, 
with Sovereign Wealth Funds and Official Reserves 
estimated to have reached $2 trillion by year-end 
(source: HSBC, August 2008).

We believe that, when the dust settles on the 
global liquidity crisis, investors will focus on the 
global economic downturn in 2009 and 2010 and 
come to value the growth opportunities in the GCC. 
With limited domestic liquidity a small allocation to 
the region may be sufficient to push equity prices 
substantially higher.

The Investment Process

Most funds have investment processes that combine 
“top-down” macro economic research and 
“bottom-up” stock analysis. Such processes have 
been developed over many years and applied 
to funds throughout the world. However, as a 
consequence, most of them fail to capture the 
unique characteristics of the region; characteristics 
that made it so interesting from an investment 
perspective in the first place. 

By way of contrast, the investment process of the 
Sarasin GCC Equity Opportunities Fund has been 
designed specifically for the region. Characteristics 
such as high volatility and low correlation, 
complexity and poor liquidity are not problems to 
be overcome but opportunities to exploit. 

In addition, the Sarasin GCC Equity Opportunities 
Fund is able to reduce exposure to markets 
during periods of weakness. Rather than being 
fully invested at all times, our process allows us 
to increase exposure when the market is trending 
upwards and to reduce exposure when the market 
is trending downwards.  We are the only fund in 
the region to apply this technique, making it ideally 
suited to clients who recognize the opportunities of 
investing in the region yet remain alert to the risks. 

Fund Focus -  The Sarasin GCC Equity Opportunites Fund (USD)
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Performance

Although this fund is new, key elements of its 
investment process have been used in Sarasin 
Funds for more than twelve years. By measuring 
the historical performance of our approach it has 
been possible to produce the following back-test 
track record*. 

Over a more than seven year period ending 
December 31, 2008, the back-tested portfolio 
has returned a remarkable 28% per annum in 
US dollars. In 2008, although performance was 
negative to the tune of 20%, this compares 
extremely favourably to the index return of minus 
57%.

Further information on the Fund is available on 
request.

*Source: Sarasin & Partners, LLP, December 31, 
2008. The above is a simulation and is the result of 
back-testing historic data which we believe to be 
accurate. The results obtained are for illustrative 
purposes and demonstrate what we expect to have 
been the most likely outcome. Returns are based 
on our assessment of previous correlations and 
trends in prices, indices and other variables. The 
results should not be construed as an indication of 
future performance and are in no way guaranteed.

Please read the Fund Prospectus for a full 
description of the risks of investing in this fund, 
including the section on Derivatives Risk.

Fund Focus -  The Sarasin GCC Equity Opportunites Fund (USD) House Report Quarter 1 2009
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DISCLAIMER
This information has been distributed by Sarasin-Alpen & Par tners Limited. 
Related financial products or ser vices are only available to clients 
asdefined by the DFSA and to wholesale customers. Sarasin-Alpen & 
Par tners Limited is duly licensed and regulated by the Dubai Financial 
Ser vices Authority (DFSA).

This document has been prepared by Sarasin-Alpen & Par tners Ltd. It has 
been prepared solely for information purposes and is not a solicitation, or 
an of fer to buy or sell any security. The information on which the document 
is based has been obtained from sources that we believe to be reliable, 
and in good faith, but we have not independently verified such information 
and no representation or warranty, express or implied, is made as to their 
accuracy. All expressions of opinion are subject to change without notice. 
Past per formance is not necessarily a guide to future returns. Investors 
should note that the value of securities or income may rise or fall and they 
may receive back less than they originally invested. Sarasin-Alpen & 
Par tners Ltd and/or any other member of the Bank Sarasin group accepts 
no liability or responsibility whatsoever for any consequential loss of any 
kind arising out of the use of this document or any par t of its contents. The 
use of this document should not be regarded as a substitute for the 
exercise by the recipient of his or her own judgment. Sarasin-Alpen & 
Par tners Ltd and/or any person connected with it may act upon or make 
use of the material referred to herein and/or any of the information upon 
which it is based, prior to publication of this presentation.

If you are a private investor, you should not act or rely on this document 
but should contact your professional adviser.

This document is for private placement only.






