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Fund Objective

Aims to provide long-term capital appreciation and diversify risk globally with investments spread across asset
classes and licensed funds.
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Market Commentary:

In January, financial markets were volatile as investors faced a
myriad of risks stemming from a ‘still-underway’ pandemic. The
Omicron strain appeared less severe in populations with high
vaccination and immunity rates, and this resulted in more lenient
restrictions by the month end. Markets were also choppy as
they feared that the Fed may remove accommodative monetary
policy too rapidly. Against this backdrop, Developed market
equities ended the month down -4.9%, while Emerging markets
were down -1.9%. In the U.S, the Fed acknowledged that inflation
was well above its 2% target and that it would begin removing
support from the economy and tamp down on inflation. Treasury
yield rose sharply on rumblings that the Fed’s rate hikes may be
more aggressive than anticipated. In this regard, US treasuries
ended the month down -1.7% while UK gilts ended the month
down - 4%. For investors who have priced in future Fed interest
rate hikes, the duration risk from holding US government bonds
has increased and made them less attractive. In currencies this
has meant the US dollar has become more attractive in the
near-term, due to the rising yield differential with other major
developed market currencies that have a less hawkish policy
bias. On that basis, the US Dollar rallied in January and was up
1.4% against the Euro and 0.9% against the Sterling.

At January’s FOMC meeting the Fed confirmed they were poised
for a March interest rate increase as they vowed their sustained
inflation fight, with the inflation rate in the US accelerating to
7% year-on-year in December. Fed reaffirmed plans to end their
bond purchase in March as well. Sustained recovery in the job
market with a low US unemployment rate of 3.9% in December
and a Composite PMI for January which printed 50.8, showed an
economy still in expansionary territory. On the other side of the
Atlantic, the ECB resonated a more dovish tone and kept policy
unchanged to provide a copious stimulus even as inflation runs at
a record high of 5.1 % year-on-year in January and core inflation
eased to 2.3% year-on-year in December. In addition, Euro Area
unemployment rate also fell to a historic record low of 7% in
December of 2021. In the UK, the Bank of England intensified
the squeeze on household finances by kicking off its interest rate
hikes since December. This is to get a grip of surging inflationary
pressure in UK which has jumped to its highest level in 30 years
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and rose 5.4% year-on-year in December ahead of economist’s
expectations.

In January Fixed Income markets slid, as Fed Chair Powell
repeatedly emphasized the economy’s underlying strength and
inflation’s persistence and refused to rule out more aggressive
policy tightening as needed. Yields on longer dated Treasury
securities which are sensitive to the Fed’s balance sheet policy,
rose. For investors, January brought home the fact that in times
of heightened inflationary risks, bonds have provided less
protection to portfolios than in times of recessionary risk. On
the back of that, Benchmark 10-year yields was up by 28 bps to
1.78% in the US, by 34 bps to 1.31% in the UK, by 10 bps t0 0.17%
in Japan, 19 bps to 0.1% in Germany and 18 bps to 1.37% in Italy.
Oil posted a remarkable gain as heightened demand outstripped
tight supply. On one hand, as the effects of the pandemic appear
to fade demand for oil is set to rise to new peaks this year. On
the other, OPEC+ is likely to stick to a moderate output as it
struggles to pump at target. Energy security has also become
a major focus amid the Russia-Ukraine conflict contributing to
supply fears. Under these circumstances, Oil (Brent) has ended
the month up 16.5% at $91 barrel. Gold ended down -1.4% at
$1797/ounce.

Disclaimer:

The information contained in this e-mail and any attachments
are confidential and may contain proprietary information.
If you have received this e-mail in error, please notify us
immediately by e-mail and delete all copies. If you are not the
intended recipient, any use, reliance, dissemination, disclosure,
or copying of this e-mail or any part of this e-mail or attached
files is unauthorized. It is your responsibility to scan this
communication and any files attached for computer viruses and
other defects. Ahli Capital Investment Company (ACIC) does not
warrant, represent, or guarantee the accuracy or completeness
of any information contained in this e-mail or attached files. To
find out more about ACIC’s products and services, please visit
www.ahli-capital.com.
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