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Brexit: What’s next for the real estate sector?
What are your view on current status of
Brexit?
Brexit is a landmark
process taking place now
and is arguably one of the
larger
transformational
events
of
our
time
concerning
UK
and
Europe. The British people
Babar Mufti
Head of Treasury
voted in June 2016 to leave
the European Union, for
reasons that are rooted in their desire for greater
control over key issues such as immigration,
regulation, funding and sovereignty. Time will
tell whether these aspirations are achieved and
at what cost, but it’s clear that there is much
work ahead. Since the referendum, Brexit’s
direction has been uncertain, chaotic and highly
politicized. However, with Article 50 having been
invoked it starts the formal exit discussions with
EU leaders.
What is the impact of UK Parliament’s
approval to invoke the EU treaty’s Article 50
exit clause?
The impact on the UK’s economy from Brexit
thus far has been mixed. On one hand, the
GB Pound has weakened by approximately
17% since pre-Brexit levels, which highlights a
new economic reality for the UK and the risks
associated with leaving the EU. On the other
hand, undeniable positives are visible in UK’s
economic performance - the economy withstood
the initial period of uncertainty post-referendum
and since then UK’s booming stock market and
positive economic indicators suggest a strength
in the economy. While the picture is still fluid,
the economy’s resilience thus far contrasts
sharply with the doomsday scenarios we saw
associated with Brexit.
UK must now negotiate with EU leaders the
terms of its exit from EU and the Customs Union.
There are numerous thorny issues which make
negotiations inherently difficult - such as UK’s
substantial trade links to the single market,
disagreements on subsidy payments and fees,
uncertainty about fate of UK and European
citizens, euro clearing in London and impact to
UK’s financial and services sectors. In addition,
government must also address other fronts with
urgency - key amongst these is to establish
trade agreements with the rest of the world and
develop new tariffs structures. Other difficulties
for the UK government include a possible
referendum by Scotland to exit from the UK. The
challenges are major, and the path ahead and
outcomes are far from certain.
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Have transaction volumes increased or
decreased? What were the key drivers?
Transaction volumes
reduced considerably in
the second half of 2016,
especially in the immediate
aftermath of the June
referendum. However, by
Harris Irfan
the start of 2017, there
Managing Director
was a noticeable increase
Co-Head, Investment in enquiries from investors
Banking
in the GCC, much of this
driven by an increasing
level of stability in the
value of sterling versus
dollar.
Interest remains
high in income-producing
commercial office space
and logistics facilities in
Naseer Aka
(Central, West
Head of Real Estate London
End and the City), and the
leading regional cities.
One year on, are GCC investors in a better
or worse position to invest in real estate in
the UK?
Whilst GCC investors are showing increasing
confidence in the level that sterling seems
to be settling at, there are fewer assets of the
appropriate quality available on the market and
therefore competition for such assets remains
strong. The net result is prices are either similar
to pre-June referendum levels or marginally
higher.
Are there any new challenges and
opportunities to consider when making
investment
decisions?
Openly marketed opportunities in the real
estate market remain thin, and we are seeing
far less supply than we have seen in previous
years. During 2017, the challenge will be
to identify and originate opportunities that
we would consider investing and proposing
to our client base. Post Brexit, existing
owners have revised their strategies, and we
are seeing a more conservative approach to
capital recycling as owners sit back and take
a ‘wait and see’ approach. The large
investment and pension funds have also
slowed their investments in 2017, until
the nature of Britain's exit from the EU is
determined. At Rasmala, we continue to
originate opportunities through our alternative
channels and will only consider opportunities
where we believe the strength of the covenant is
strong, with a long unexpired lease in locations
where the fundamentals are strong for reletting in the event a tenant were to leave.

We will remain focused on our investment
strategy looking at commercial office spaces and
logistics/ warehouse assets where we believe
the asset is key to the operation of the tenant.
We will remain cautious and further attention will
be given to the activity that the client performs in
the building, and the investment that they have
made into the asset.
2017 will be a year in which we believe quality
product will remain attractive to international
investors, especially those from Asia and the
Middle East, and we expect the market for
such assets to be actively contested.
We believe that distressed opportunities
may arise in the higher end residential sector
and we are already seeing discounted pricing in
GBP2m plus category in certain locations.
Which classes of real estate assets are the
most attractive and why?
Rasmala will continue to focus on its core
strategy during 2017 and we will continue to
look for commercial office spaces let to strong
tenants, with long leases in good strategic
locations. In the warehouse sector, we believe
that traditional retailers will continue to have a
difficult time with high street presence, and that
retailers who have invested and repositioned
their business to an online platform will have
a better opportunity to sustain the shift in
consumer shopping habits. The warehousing
sector has seen considerable investment over
the last decade, yet there continues to be a
shortage of quality product on the market, both
for occupiers and investors.
How does Rasmala intend to navigate
market volatility and capitalise on potential
investment
opportunities?
Rasmala has a ground presence in the UK,
regulated by the FCA in addition to its DFSA
licence in the UAE. Our comprehensive network
of brokers, banks, funds, lawyers, administrators
and other industry stakeholders affords us market
leading access to the highest quality assets. Our
due diligence, structuring and execution process
is robust and of the highest calibre, drawing on
the world-class experience of the team and senior
management. We continue to emphasise asset
location, credit quality of the tenant, lease length,
covenant strength, and certainty of income as key
drivers of the assets we source for our clients.

www.rasmala.com | 1

Invest. Protect. Grow.

GCC Fixed Income Markets – What to expect?
As expected, primary
market issuance from
the
GCC
remained
robust in 1Q 2017 at
USD 19.3 billion, USD
13.6 billion* of which
was from sovereigns
Doug Bitcon
looking
to
fund
Head of Fixed
Income and Portfolios their budget deficits.
Kuwait government
issued a long-awaited USD 8 billion 5/10
year duel tranche bond, Oman government
was back in the market with a USD 5 billion
5/10/30 year
bond
and
Bahrain
government executed a USD 600 million
tap
of
their
existing
2028 bond.
Saudi Arabia government issued a blowout
USD 9 billion inaugural sukuk with final pricing
set at M/S + 100bps and M/S + 140bps for
the 5 and 10 year tranche respectively.

Issuance allocation by governments and GREs
are likely to be targeted towards international
accounts to attract liquidity into the regional
banking system, a trend established in 2016.
Key drivers of the regional fixed income
market in 2017 include the USD interest
rate environment, the crude oil price, global /
regional liquidity conditions and more recently
heightened global geopolitical risks.
Whilst we remain mindful of a higher interest
rate environment in the near term, we believe
that
the
back-up
in
USD
interest
rates
experienced in 4Q 2016 largely
captured the current positive US economic
environment. We believe that further positive
developments on the Trump administration’s
signature tax cut proposal and infrastructure
spend will be needed for interest rates to
break higher. Botch policy roll-out and the
failure on health care reform, have raised

doubts on the new administrations ability to
deliver on election promises. This is clearly
bond supportive.
We expect oil prices to trade between USD 45
– 60 per barrel which maintains pressure on the
spending plans and balance sheets of regional
governments. Global liquidity conditions should
remain
supportive
of
the
credit
environment in 2017, even as central banks
scale back their simulative policies.
At current spread levels and in the absence of
a material repricing of oil, regional fixed income
returns will come from positive carry rather
than credit spread compression. Our allocation
to higher yielding shorter duration securities
will therefore be maintained in Q2, as will our
overweight allocation to the UAE exposures.
*Source: Bloomberg

Fund in Focus: Rasmala Fixed Income Fund
Launched in March 2009, the Fund is managed
by Chandru Bhatia. The Fund’s investment
objective is to maximize total investment
returns consisting of dividend distributions and
capital appreciation by investing in a diversified
portfolio of supra-national, government,
government-related and corporate bonds and
sukuk. The strategy aims to provide investors
with an attractive risk adjusted return versus the
anemic returns available on USD deposits and
other similar income yielding products.

Key Points:

The Fund follows a systematic and disciplined
investment approach in the investment decision
making process and maximize value by using:
• Top down bottom up investment process
• Proprietary fundamental research
• Access to the senior management of issuers
• On-the-ground access to information flows

Investment Process

The investment approach is structured using
a non-security specific top-down investment
process for asset allocation combined with a
bottom-up security specific selection process.
The top-down investment process considers
numerous
factors
including
sentiment
indicators, macro-economic data, sector
outlook and political risk assumptions. The
investment team will review the direction of
growth, inflation, interest rates and credit
spreads on a weekly basis for purposes of
allocation between geographies and issuers.
Credit analysis and medium term trends remain
at the center of the investment approach.
Rasmala uses strong credit expertise,
proprietary research and market intelligence
to drive security selection and exploit market
inefficiencies. Credit work on investment
grade rated exposures involves the review
of rating agency reports and other third party
fixed income or equity research credit work is
February
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typically focused on those securities which are
not rated by Moodys / S&P or Fitch or have
sub-investment grade ratings.

Portfolio Manager

Managing risk

Risk taking is an integral part of managing a
Fund. The Fund is exposed to a variety of risks
including market, credit, liquidity, operational and
other risks that are material and are managed
though our proactive risk management process
which includes comprehensive controls and
ongoing oversight. These risks are monitored
by both our investment teams as well as our
independent risk structure.
Investment guidelines are contained within
a Fund’s Prospectus or within the Client
Mandate. In addition, the Fixed Income
Investment Committee outlines further internal
guidelines targeted at single obligor limits,
geographic and sectoral concentration limits.
Internal Guidelines, as set by the Fixed Income
Investment Committee, can be amended at
any time by the Fixed Income Investment
Committee.

Chandru Bhatia
Portfolio Manager,
Fixed Income

“Our investment philosophy is rooted
in our values of integrity and
discipline.
We believe the achievement
of superior long-term investment
performance requires a concrete
strategy with a robust risk
management process. It is on this
foundation that Rasmala has been
able to navigate various economic
storms and emerge stronger and
wiser”

Fund Performance
1 Month

YTD

2016

2015

2014

2013

2012

2011

2010

SI cumulative

Rasmala GCC Fixed
Income Fund (Net)

0.51%

2.16%

6.83%

1.85%

6.71%

1.14%

14.56%

6.47%

10.14%

8 8.38%

Benchmark

0.44%

2.44%

4.27%

1.58%

6.89%

0.03%

12.63%

7.49%

4.43%

59.58%

Difference

0.07%

0.28%

2.56%

0.27%

0.18%

1.11%

1.93%

-1.02%

5.71%

28.81%

Source: Rasmala’s internal performance measurement team, Bloomberg.
Performance is net of fees based on Distribution Share Class in USD and as of 31st March 2017.
was Citigroup Corporate AAA/AA Bond since inception
until March 2011. After which, it was changed to Citigroup MENA Broad Index GCC.
3 Inception date of performance measurement period is 31st March 2009.

1

2 Index
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Why Trade Finance is vital to global economic growth?
What is Trade Finance
as an asset class?
Trade is a relatively new
asset class for investors
since it was an area
previously dominated by
Danny Jones banks and not accessible
to non-bank investors.
Portfolio Manager
However, regulatory
changes have seen banks decrease their
supply of Trade Finance, which has created
a
unique
opportunity
for
nonbank
financiers like Rasmala to play a greater
role in the provision of Trade Finance and
offer this new attractive alternate asset class
to non-bank investors.
So how does Trade Finance work?
Trade and finance is an essential part of the
real economy and oils the wheels of global
trade, which in turn drives economic growth.
To make it work, access to finance is crucial,
both in developed and developing economies.
In its most basic form, Trade Finance is when a
lender provides short term private debt financing
to buyers (importers) and sellers (exporters) to
assist them with sale and purchase of goods,
across domestic and international borders.
The most fundamental part of trade is the
method of payment; the exporter wants
payment upfront before the goods are shipped,
but the importer wants to make payment only
once the goods have been received. This is
where banks and non-bank financiers provide
trade finance to bridge the trade cycle funding
gap between buyers and sellers.
Why invest in Trade Finance?
Given the current instability in the world’s
markets, Trade Finance provides an absolute
return strategy, stable income generation,
diversification and wealth preservation. The
system:
Allows access to a multi trillion-dollar asset
class that has historically been the domain of
banks, which has had low default and loss rates
• Provides opportunities to generate income
above comparable money market rates
• Provides security through low volatility and
limited exposure to rising interest rates
• Provides security through low volatility and
limited exposure to rising interest rates
• Offers low or negative correlation with traditional
asset classes such as equities and fixed income
• Provides investors with a globally diversified
investment portfolio
• Offers short term (maturities typically below
180 days) and self-liquidating investment
opportunity.
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• Transactions are typically secured, asset
backed and/or credit insured to mitigate
the risk of capital loss.
Trade financing creates a big opportunity for
small and medium-sized companies to expand
their export and production and fits naturally
within the Islamic space as the investor is
ultimately funding a physical underlying
asset/commodity which remains one of the
cornerstones of Islamic finance.
Why is Trade Finance important?
The help it can provide to companies that are
involved in global trade, especially to SMEs
is important because global trade totaled
$16.5 trillion in 2015, with an estimated 80%
facilitated by trade finance. In surveys, 46%
of businesses report that a doubling of trade
finance availability would fuel an increase in
production and exports.
As the banking sector moves towards the
implementation of the Basel III regulations and
the resultant increase in operating costs,
there will be a further reduction in banks
providing trade finance, especially to nonrated
companies.

exporters and end users, by bridging
the gap between countries that produce
goods/commodities and the geographies
where they are in demand.
The financing is backed by real assets
such as goods including but not limited to
hard and soft commodities, equipment,
machinery or receivables and enhanced
through risk mitigating techniques including
over-collateralization and credit insurance,
as opposed to the traditional trade finance
business of assessment and unsecured
lending.
The Fund offers monthly liquidity with no long
dated lock-ups and targets a stable return
of three month USD LIBOR + 5.00% (net of
fees and expenses) with a focus on capital
preservation.
*Sources: The Challenges of Trade Financing, World Trade
Organisation.
www.adb.org/publications/2015-trade-finance-gapsgrowth-andjobs-survey
www.adb.org/news/global-trade-finance-gapreaches-16-trillionsmes-hardest-hit-adb

To find out more about Trade Finance, watch
our video below

This is expected to result in a widening in the
global trade finance gap in 2017* (currently
estimated to be $1.6 trillion), providing further
opportunities for alternative financiers like the
Rasmala Trade Finance Fund to fill the space
left.
How does Trade Finance complements an
existing investment strategy?
Alternative investment strategies can bring
significant benefits to investment portfolios
through diversifying exposure away from
traditional asset classes such as fixed income
and equities.
For example, when traditional equity
and
bond
investments
underperform,
alternative investments may be gaining or
holding steady. Also, due to lower liquidity,
alternative assets are often mispriced and so
offer opportunities for arbitrage.
Trade Finance has a low to negative correlation
with other asset classes. They are often floating
rate transactions set at a profit rate over LIBOR
which limits the risks associated with a rising
interest rate environment as income yields will
increase in line with LIBOR.
What is the Rasmala Trade Finance Fund?
Rasmala Trade Finance Fund specialises
in providing short-term, structured, private
financing to companies trading real assets
in the real economy within the trade finance
sector.
Our financing provides a vital component for
producers, manufacturers, traders, importers,
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Rasmala News
KAMCO and Rasmala acquire Amazon’s largest UK distribution warehouse
Commenting on the acquisition, Mr. Faisal
Sarkhou, Chief Executive Officer of KAMCO,
said, “This achievement marks yet another
step towards reaching our strategic objectives
and future vision to enhance our operational
performance and expand our real estate
investments platform on a regional and
international scale, in a way that is beneficial to
our shareholders.”
KAMCO Investment Company and Rasmala
have acquired Amazon UK Services Ltd.’s
largest distribution warehouse for approximately
GBP61 million, inclusive of fees.
The acquired property is leased to Amazon
UK Services Ltd. with an unexpired term of 15
years expiring in October 2031. The investment
will target an annual cash dividend yield of
6.5% per annum, with an expected internal rate
of return of 7% upon exit.

KAMCO’s Chief Investment Officer, Mr. Khaled
Fouad, said, “This transaction highlights the
acquisition of a new category of incomegenerating assets that are leased to quality
covenants such as Amazon, with the aim of
diversifying sources of income.” He added
that, “Reaching a target of half a billion dollars
is not far off given that KAMCO’s alternative
investment team currently manages more
than USD250 million in real estate across 11
regional and international properties.”

Mr. Zak Hydari, Group Chief Executive of
Rasmala, said, “We are delighted to partner
with KAMCO on this landmark transaction.
Rasmala has extensive experience in acquiring
and managing UK real estate in partnership
with Gulf based investors. We look forward
to working with KAMCO to support their
expansion plans.”
The property was purpose-built for Amazon’s
services due to its strategic location and
proximity to the main transport networks,
Edinburgh and Edinburgh Airport, which offers
easy access to neighbouring Scottish cities.
The property, which extends over an area
of more than one million square feet, is
fully automated with conveyor belts moving
packages from order receipt to fulfilment to
packaging and finally the loading bays. The
warehouse also features a 24-hour security
system.

Rasmala appoints David Marshall as Head of Products
We are pleased to announce
the recent appointment of
David Marshall as Head
of Products.
David Marshall is a qualified
investment professional with
approximately 20 years’ industry experience. Prior
to Rasmala, David was General Manager
of the Product and Advisory Function within
Emirates NBD with responsibility for the
selection and management of wealth products
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across the major segments of the bank.
Previously he was Senior Executive Officer at
Emirates NBD Asset Management, a company
incorporated in the Dubai International
Financial Centre and regulated by the Dubai
Financial Services Authority.
At Rasmala, David Marshall will have the
overall responsibility for the creation and
management of investment products for
HNWI, Family Offices, Banks, Distributors
and Institutional clients of Rasmala Group.

David Marshall said: “I am delighted to take on
this new challenge and I look forward to working
with the team to continue to grow the business”
Rasmala in 2017 has continued to expand its
distribution network, establishing links with
companies and key distributors as well as
expanding its real estate portfolio in the UAE,
UK, continental Europe and the US.
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Disclaimer:
This ﬂyer is prepared by Rasmala Investment Bank Limited («RIBL»). RIBL is regulated by the Dubai Financial Services Authority («DFSA»). RIBL products or services are only made
eet the regulatory criteria to be a « Professional Client», as d
e Rules and Regulations of the Dubai International Financial Centre
available to customers who RIBL is
(«DIFC»).
Investment recommendations take into account both risk and expected return. We base our long-term fair value estimates on a fundamental analysis, after having taken perceived risks into
consideration. We have conducted reasonable research to arrive at our investment recommendations and fair value estimates for a product mentioned in this ﬂyer. Although the information
in this ﬂyer has been obtained from sources that RIBL believes to be reliable, we have not independently veriﬁed such information thus it may not be accurate or complete. RIBL does not
represent or warrant, either expressly or impliedly, the accuracy or completeness of the information or opinions contained within this ﬂyer and no liability whatsoever is accepted by RIBL or
any other person for any loss howsoever arising, directly or indirectly, from any use of such information or opinions or otherwise arising in connection therewith. Matters of past performance
in this document should not be taken as an indication or guarantee of future performance and RIBL makes no representation or warranty, express, implied or otherwise, regarding future
performance. The market value of any security and estimated income may be affected by changes in economic, nancial, (including, but not limited to, spot and forward interest), and political
factors time to maturity, market conditions, and volatility and the credit quality of any issuer or reference issuer. Readers should understand that ﬁnancial projections, fair value estimates and
statements regarding future prospects may not be realized. All opinions and estimates included in this ﬂyer constitute our judgment as of this date and are subject to change without notice.
This ﬂyer is prepared for general circulation and is intended for general information purposes only. It is not intended as an offer or solicitation or advice with respect to the purchase or sale of
any securities referred to in the ﬂyer. It is not tailored to the speciﬁc investment objectives, ﬁnancial situation or needs of any speciﬁc person that may receive this ﬂyer. We strongly advise
potential investors to seek nancial guidance when determining whether an investment is appropriate to their needs.
RIBL and its group entities (together and separately, «Rasmala») does and may seek to do business in securities covered in its reports. As a result, users should be aware that the ﬁrm may
have a conﬂict of interest that could affect the objectivity of this ﬂyer. Investors should consider this ﬂyer as only a single factor in making their investment decision. Rasmala and its respective employees, directors and ofﬁcers shall not be responsible or liable for any liabilities, damages, losses, claims, causes of action, or proceedings (including without limitation indirect,
consequential, special, incidental, or punitive damages) arising out of or in connection with the use of this ﬂyer or any errors or omissions in its content.
The research analyst or analysts responsible for the content of this ﬂyer certify that: (1) the views expressed and attributed to the research analyst or analysts in the ﬂyer accurately reﬂect
their personal opinion(s) about the subject securities and issuers and/or other subject matter as appropriate; and, (2) no part of his or her compensation was, is or will be directly or indirectly
related to the speciﬁc recommendations or views contained in this ﬂyer. Certain information contained in this ﬂyer constitutes “forward-looking statements”, which can be identiﬁed by the
use of forward-looking terminology such as “projected” or “estimated” or comparable terminology. Due to various risks and uncertainties, actual events or results or the actual performance of
the Market may differ materially from those reﬂected or contemplated in such forward-looking statements.

Jordan Equity Fund
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or otherwise, regarding future performance. The market value of any security and estimated income may be affected by changes in economic, financial, (including, but not limited to,
spot and forward interest), and political factors time to maturity, market conditions, and volatility and the credit quality of any issuer or reference issuer. Readers should understand
that financial projections, fair value estimates and statements regarding future prospects may not be realized. All opinions and estimates included in this Newsletter constitute our
judgment as of this date and are subject to change without notice.
This Newsletter is prepared for general circulation and is intended for general information purposes only. It is not intended as an offer or solicitation or advice with respect to the
purchase or sale of any securities referred to in the Newsletter.
RIBL and its group entities (together and separately, “Rasmala”) does and may seek to do business in securities covered in its Newsletter. As a result, users should be aware that the
firm may have a conflict of interest that could affect the objectivity of this Newsletter. Rasmala and its respective employees, directors and officers shall not be responsible or liable
for any liabilities, damages, losses, claims, causes of action, or proceedings (including without limitation indirect, consequential, special, incidental, or punitive damages) arising out
of or in connection with the use of this Newsletter or any errors or omissions in its content.
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