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Overview and Outlook

EMCO was up 2.87% in December & up 31.5% for 2009

The year 2009 will be remembered as one in which HY
Emerging Market debt posted its best record yet. The CS
Emerging Market Corporate Bond BB Index returned
51.2% while the BBB Index returned 36.8%. These returns

Emerging Market Credit
Opportunities (EMCO) Fund

Fact Sheet: December 2009

Fund Description

The Emerging Markets Credit Opportunities Fund is an
open-end Hedge Fund incorporated in the Dubai
International Financial Centre (DIFC). The objective of the
Fund is to provide investors with attractive total rates of
return within the fixed income universe by undertaking to
take advantage of credit opportunities in Emerging Market

companies and countries.

I Executive Summary

were driven by the severe dislocation in spreads at the
beginning of 2009, followed by an aggressive monetary and
fiscal response.

At the start of the year the fund was positioned defensively
by eliminating leverage and investing in strong BBB+ rated
issues. From the second quarter we believed that there was
an opportunity in strong BB rated credits to generate
returns with comfortable downside protection, thus the
average rating of the fund was as low as BB in May 2009.
This helped us capture the rally as we ended 1HO9 with a
return of 15.44%.

Fund Type Hedge Fund Come end of September the rally that started from the lows
Domicile DIFC, Dubai in March began to fade as yields reached pre-Lehman levels
Currency US Dollar and supply of new issues came to the market. With this in
Regulator DFSA mind, and the view that yields in the lower rated issues are
Bloomberg Ticker MCFEMCO at the tights we exited all holdings which were B or lower
Net Asset Value Monthly during the month, thus ending the year with an average
Liquidity Monthly rating of BBB-.
Management Fee 2% p.a. We expect credit returns in 2010 to be strong by historical
Auditor Deloitte & Touche standards but lower than in 2009, increasing the
E(-léltjssttr:drl Eﬁdminis’fra’for HSBC Middle East importance of relative value in generating outperformance.
Demand for HY Emerging Market corporate credit is likely
to benefit from a lack of spread alternatives, amid slow US
and European growth, historically low yields, and a heavy
I Fund Summary supply of government bonds.
Given market concerns about the robustness of the
NAV as at 31 Dec. 9.03 rebound and still highly leveraged balance sheets, we
Yield 8.77% estimate that 2010 will provide closer to 11-12% returns.
Average Coupon 6.61%
Portfolio Modified Duration 2.58 . L.
Average Maturity 7.59 years I Reg1onal Composition
Average Portfolio Rating BBB- )
Australia
Cash /% )
oy 8% Asia
I Top 3 Long Positions ‘ 31%
South Asia
Issuer Weight % 16%
Tata Motors 10.53
Paiton Energy 1017
Bumi 7.08 IS
MENA 9%
20% Europe
9%
I Peer Comparison ‘
I Ratings Breakdown
1Mnth% 3 Mnth % 2009 %
EMCO 2.87 425 31.50
JPMorgan EM Debt Fund 0.40 027 3193 AAA to
TCW EM Income Fund 0.72 217 3516 Cash AA-
DWS EM Fixed Income Fund 174 000 2352 Not Rated gop 7%
Ashmore EM Corporate HY Fund 6.51 410 3321 cCC+ to, At S0 A
T Rowe Price Inst. EM Bond Fund 0.44 0.11 24.19 ccc- ?
Source:Bloomberg 5%
B+ to B-
21% BBB+ to
BBB-
BB+ to 20%
BB-
14%
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General Disclaimer:

This note has been prepared solely for information purposes. It does not constitute an investment advice,
solicitation, offer or personal recommendation by Mashreq Capital (DIFC) Limited (“MC”) or its affiliates to buy or
sell any securities, product, service or investment or to engage in or refrain from engaging in any transaction,
particularly, in any jurisdiction where such an offer or solicitation would be illegal. Certain assumptions may have
been made in the analysis that resulted in any information and results/returns detailed therein. No
representation is made that any returns/results indicated would be achieved or that all assumptions in achieving
these returns/results have been considered. Past performance is not necessarily indicative of future results. MC
does not warrant accuracy of the information provided herein and views expressed in this research reflect
personal views of the analyst(s) which does not take account of individual clients’ objectives, financial situations
or needs. Investors are required to undertake their own assessment and seek appropriate financial, legal, tax and
regulatory advice to determine whether this investment is appropriate for them in light of their experience,
objectives, financial resources and other relevant circumstances. MC nor any of its related parties accept any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this memorandum
and/or further communication in relation thereto. MC does not accept any obligation to correct or update the
information or opinions in it; however, opinions expressed are subject to change without notice. This note is
disseminated primarily electronically, and, in some cases, in printed form.

THIS NOTE IS INTENDED ONLY FOR PROFESSIONAL CLIENTS AND MARKET COUNTERPARTIES, AND NOT
FOR RETAIL CLIENTS, AS DEFINED BY THE DFSA RULES AND SHOULD NOT BE PROVIDED TO OR RELIED
UPON BY ANY SUCH PERSON.

The above terms are indicative and do not constitute solicitation or an offer to sell to the public. This document is
not intended to identify, represent or notify the conclusive terms and conditions of any transaction, other material
considerations and any possible risks, direct or indirect, would be involved in undertaking such a transaction.
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