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1.01% 

Date Return* 

YTD 2.63% 

2019 22.00% 

2018 9.15% 

5-Years 75.57% 

Since Inception 188.79% 

 

 

 

Quarterly Report 

Q1 2020 

 

Investment Objective 
 

The principal investment objective of the fund is long-term 
capital appreciation through achieving the highest possible risk-
adjusted returns. 

 

 

Investment Universe 

 
- The fund invests mainly in treasury bills, treasury bonds, 

corporate bonds, securitization bonds and time deposits. 

 

Subscription/Redemption 

 
- The fund offers weekly subscriptions to investors 
- The fund offers monthly redemptions to investors  
- The valuation of the fund is daily 
- Minimum initial investment is 100 IC’s 

 

 

Fund Details 
 

Type of scheme           Open Ended 

Inception date               April 2010 

IC price                               EGP 28.20251 

Dividend since Inception                                      EGP 0.25 

Duration                2.05 years   

Fund Size                       EGP 135.00 million 

Bloomberg Ticker                                   EFGBOAF  

ISIN                                      68074583 

 

 

 

 

 

Fund Manager 
 

Management Company                      Hermes Fund Management 

Fund Manager         Karim Zaafan 

 

 

 

Contact Details  
 

Bank of Alexandria  

Telephone                              19033 

Website                             https://www.alexbank.com/En 

 

 

 

Portfolio 

Market Commentary 

≡ Emerging Markets are suffering as mounting fears of the adverse effect from the spread of the virus is worsening. Developing nations stocks and 
bonds lost more than USD 1.1 trillion in value, as investors grow increasingly concerned about the long-term economic impact of the virus 

≡ Emerging market debt and equity outflows have hit USD 80 bn, with investors rushing to snap up cash as a safe haven asset.  

≡ Prices on the two crude benchmarks have both collapsed after the Saudi-Russia price war increased an already serious demand slump caused by 
the covid-19 outbreak. WTI is now down more than 63% from its recent peak and Brent has lost more than 60%. 

≡ The US Fed delivered another emergency rate cut, cutting its benchmark rate by a full percentage point. Its key rate now is zero to 0.25%, hitting 
the record low level that it reached during the finical crisis. The US Fed’s emergency action came in as more evidence emerged that the virus will 
hit the global economy growth.  

≡ Out of the USD 80bn Outflows from Emerging Market, around USD 10bn estimated from Egypt. 

≡ EM currencies have also fallen against the USD. The EGP has dropped 26 piasters gradually from its peak of 15.49 on 23 February to reach 15.75. 

≡ Yields on Egypt’s Treasury Bonds surged in the secondary market following the sell-off. Bonds traded as high as 16.40%, up 2.9% from its lows 
of 13.50%. 

≡ With a low inflation reading in March 5.1% and a hefty +ve real interest rate spread, the CBE was able to undertake its biggest rate cut decision 
on record in an attempt to cushion covid-19’s shock on the Egyptian economy. 

≡ The quarter closed at: 

≡ 3Yrs: 13.98% 

≡ 5Yrs: 14.00% 

≡ 7Yrs: 14.00% 

≡ 10Yrs: 14.00% 
 

Economic Update 

≡ The CBE Monetary Policy Committee (MPC) held an unscheduled meeting to cut overnight deposit and lending rates by 300 bps to 9.25% and 
10.25% respectively implying total cuts of 950 bps since the beginning of the easing cycle in February 2018. The CBE stated that its decision aims 
to provide appropriate support to domestic economic activity given the current challenge in external environment, while maintaining its inflation 
outlook of 9.0% (+/- 3.0%) in 4Q 2020. 

≡ The government reduced its GDP growth forecast for FY19/20 to 5.1% down from 5.6% due to the impact of COVID-19 outbreak on the economy. 
The government clarified that it achieved 5.6% growth in 1H19/20 and expect growth to slow to 5.2% in 3Q19/20 and 4.0% in 4Q19/20. Moreover, 
the government expects its economy to grow by 4.2% in FY20/21 down from its initial estimate of 6.0% subject to being able to control COVID-
19 before July.  

≡ The government announced reducing natural gas prices to USD4.5 per MMBTU for industrial users (mainly steel and cement), and USD5.5 per 
MMBTU for other heavy manufacturing industries. Moreover, reducing electricity prices for heavy manufacturing industries by EGP0.1 per KWh. 
This comes as a part of wider support plans that aims to stimulate industrial activity amid global pressure in light of the COVID-19 outbreak.   

≡ Egypt’s Net International Reserves inched upwards from USD45.46 billion to USD45.51 billion currently holding an import coverage ratio of 
8.6x. We highlight that that Net International reserves are moving upwards for 43 consecutive months since July 2016.  

≡ Inflation dropped to 5.1% in March 2020 down from 5.3% in February 2020 driven by 1.7% YoY drop in food prices, mainly vegetables that fell 
by around 9% during the month.  

 

Strategy 

≡ The Fund manager has reduced duration at the beginning of the current health crisis to try to mitigate some of the expected upcoming volatility. 
With the CBE cutting 300 bps and the market dropping 100-150 bps accordingly, the manager will closely monitor the market in search of re-
entry opportunities. The Manger will attempt to benefit from such chances without hindering his ability to meet any expected liability needs. 
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