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Global equities returned 2.0% last week in US Dollar
terms, led by gains in Europe and the UK. Global
government bonds rose moderately over the same
period, despite falls of 0.6% by US Treasuries. Bank
shares continue to attract scrutiny from investors, with
the European Banking Authority reported to be
preparing a new round of stress tests, including more
severe haircuts on bank’s holdings of peripheral
sovereign debt.

Markets remain volatile and highly sensitive to the
latest news. The S&P 500 index rallied by 4.1% in the
last hour of trading on Tuesday, prompted by an
article in the Financial Times from European
Commissioner Olli Rehn, which raised the prospects
of a coordinated recapitalisation of the region’s banks.
German Chancellor Angela Merkel was reported to be
in favour of new capital injections, identifying the
European Financial Stability Fund (EFSF) as a
potential lender of last resort for governments that find
themselves unable to raise the necessary capital.

Whilst signs of greater coordination amongst
European officials were welcomed by market
participants, the extent to which last week’s rhetoric
translates into decisive action remains to be seen.
Slovakia's Freedom and Solidarity Party remains
opposed to the proposed changes to the EFSF. The
party holds 21 of the 77 seats in the four party
governing coalition, with the coalition enjoying only a
slender majority in the 150 seat Slovakian parliament.

Supranational lenders involved in Greece’s bailout
have postponed a decision over the disbursement of
additional financial aid to the country. A planned
meeting on 13 October has been cancelled, with
officials now set to reconvene in Greece in the second
half of the month. Elsewhere in Europe, Moody’s

lowered its rating of Italian government debt by three
notches to A2, Negative Outlook, on Tuesday. The
agency highlighted inter alia the country’s funding
issues, the reduced outlook for growth and the
implementation risks relating to planned austerity
programmes. Moody'’s is set to announce the
outcome of its review of Spain’s sovereign rating in
the coming weeks. Despite the prospect of a
downgrade, the Spanish government successfully
auctioned EUR 4.5 million of two and three year
bonds on Thursday, with a yield of 3.6% on the three
year bond compared to 4.8% in August.

September’s ISM manufacturing reading exceeded
market expectations at 51.6, up from 50.6 previously,
whilst the new orders component of the report
remained at 49.6, indicating modest contraction. The
US ADP Employment report surprised on the upside,
recording 91 thousand new jobs. Employment in the
service sector, however, contracted for the first time in
13 months according to the ISM report. Data from
purchasing managers in Europe’s service sector was
generally weaker in September, falling in the
Eurozone, France and Germany. China’s official
Purchasing Managers’ indices for both manufacturing
and non-manufacturing firms remained comfortably
above 50 last month, indicating expansion.

UK second quarter GDP was revised down to 0.1%
last week. Monetary Policy Committee member
Adam Posen urged the Bank of England to introduce
more quantitative easing, whilst warning against what
he called “policy defeatism” in the face of current
challenges to growth. The Bank returned to
guantitative easing on Thursday, unveiling GBP 75
billion of new purchases, surpassing most

Source: Momentum Global Investment Management Limited /
Bloomberg. October 2011
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economists’ expectations. Gilt purchases will take
place over the next four months, bringing the total size
of the government’s quantitative easing programme to
GBP 275 billion.

Global property securities returned 0.1% last week.
Listed property gained across most of the majors,

m

the period, with the South African Rand rallying by
over 2%. Broad commodities enjoyed gains of 2.1%,
alongside a 2.0% rise in the gold price; oil and
agricultural commodities both fell.

Source: Momentum Global Investment Management Limited /
Bloomberg. October 2011

whilst the US notably underperformed its peers, falling
by 2.1%. The US Dollar was generally weaker over

Week ending
Asset Class/Region Index Currency 7 October Month to date YTD 2011
Equities
United States S&P 500 NR uUsbD 2.2 2.2 7.1
United Kingdom FTSE All Share TR GBP 3.1 3.1 -8.2
Continental Europe MSCI Europe ex UK NR EUR EUR 2.3 2.3 -16.2
Japan Topix TR JPY -2.6 -2.6 -15.6
Asia Pacific (ex Japan) MSCI AC Pacific ex Japan TR USD usb 15 15 -17.0
Global MSCI World NR USD uUsbD 2.0 2.0 -10.4
Global emerging markets MSCI EM (Emerging Markets) NR USD usD 0.4 0.4 -21.6
Bonds
US Treasuries JP Morgan United States GBI TR uUsD -0.6 -0.6 8.3
US Treasuries (inflation protected) Barclays Capital U.S. Gowt Inflation Linked usb 0.8 0.8 11.8
TR USD
’ Barclays Capital U.S. Corp Investment
US Corporate (investment grade) Grade TR uUsbD -1.1 -1.1 5.0
Barcl Capital U.S. High Yield 2% |
US High yield arclays Lapita 1gN YI€ld % ISSUer g 0.8 0.8 2.2
Cap TR
UK Gilts JP Morgan United Kingdom GBI TR (daily) GBP 0.8 0.8 11.6
UK Corporate (investment grade) BofA Merrill Lynch Sterling Non Gilt TR GBP -0.1 -0.1 4.5
Euro Government Bonds Citigroup EMU GBI TR EUR -0.4 -0.4 BI5)
Barcl ital E A
Euro Corporate (investment grade) T;rc ays Capital Euro Aggregate Corporate EUR -0.6 -0.6 -0.5
Eurnibighiyieid BofA Merrill Lynch Euro HY Constrain TR EUR 15 15 79
EUR
Japanese Government JP Morgan Japan GBI TR JPY 0.2 0.2 2.0
Australian Government JP Morgan Australia GBI TR AUD 0.1 0.1 10.6
Global Government bonds JP Morgan Global GBI TR uUsbD 0.1 0.1 7.2
Global Bonds Citigroup WorldBIG TR USD uUsD 0.0 0.0 5.7
Global Convertible bonds UBS Global Convertible Bond USD usD 0.2 0.2 -8.7
Emerging Market Bonds JP Morgan EMBI+ usb 0.7 0.7 4.5

Source: Momentum Global Investment Management / Lipper Hindsight. October 2011.
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Source: Momentum Global Investment Management / Lipper Hindsight. October 2011.
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For more information, please contact:

Lucy Richardson

Marketing Manager
lucy.richardson@momentumGIM.com
Tel: +44 (0)207 939 1725
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Important notes

This document does not constitute an offer or solicitation to
any person in any jurisdiction in which it is not authorised or
permitted, or to anyone who would be an unlawful recipient,
and is only intended for use by original recipients and
addressees. The original recipient is solely responsible for
any actions in further distributing this document, and should
be satisfied in doing so that there is no breach of local
legislation or regulation. The information is intended solely
for use by our clients or prospective clients, and should not
be reproduced or distributed except via original recipients
acting as professional intermediaries. This document is not
for distribution in the United States.

Prospective investors should inform themselves and if need
be take appropriate advice regarding applicable legal,
taxation and exchange control regulations in countries of
their citizenship, residence or domicile which may be
relevant to the acquisition, holding, transfer, redemption or
disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this
material is issued. Data, models and other statistics are
sourced from our own records, unless otherwise stated
herein. We believe that the information contained is from
reliable sources, but we do not guarantee the relevance,
accuracy or completeness thereof. Unless otherwise
provided under UK law, Momentum Global Investment
Management Limited does not accept liability for irrelevant,
inaccurate or incomplete information contained, or for the
correctness of opinions expressed.

We caution that the value of investments in discretionary
accounts, and the income derived, may fluctuate and it is

possible that an investor may incur losses, including a loss of

the principal invested. Past performance is not generally
indicative of future performance. Investors whose reference

currency differs from that in which the underlying assets are

invested may be subject to exchange rate movements that
alter the value of their investments.

Our investment mandates in alternative strategies and hedge

funds permit us to invest in unregulated funds that may be
highly volatile. Although alternative strategies funds will
seek to follow a wide diversification policy, these funds may
be subject to sudden and/or large falls in value. The illiquid
nature of the underlying funds is such that alternative
strategies funds deal infrequently and require longer notice
periods for redemptions. These Investments are therefore

not readily realisable. If an alternative strategies fund fails to

perform, it may not be possible to realise the investment
without further loss in value. These unregulated funds may

engage in the short selling of securities or may use a greater

degree of gearing than is permitted for regulated funds
(including the ability to borrow for a leverage strategy). A
relatively small price movement may result in a
disproportionately large movement in the investment value.
The purpose of gearing is to achieve higher returns
associated with larger investment exposures, but has
concomitant exposure to loss if positive performance is not

achieved. Reliable information about the value of an
investment in an alternative strategies fund may not be
available (other than at the fund’s infrequent valuation
points).

Under our multi-management arrangements, we selectively
appoint underlying sub-investment managers and funds to
actively manage underlying asset holdings in the pursuit of
achieving mandated performance objectives. Annual
investment management fees are payable both to the
multimanager and the manager of the underlying assets at
rates contained in the offering documents of the relevant
portfolios (and may involve performance fees where
expressly indicated therein).

Momentum Global Investment Management Limited
(Company Registration No. 3733094) and has its registered
office at 20 Gracechurch Street, London, EC3V 0BG.

Momentum Global Investment Management Limited is
authorised and regulated by the Financial Services Authority
in the United Kingdom, and is an authorised Financial
Services Provider pursuant to the Financial Advisory and
Intermediary Services Act 37 of 2002 in South Africa.

© Momentum Global Investment Management Limited 2011
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