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INVESTMENT OBJECTIVE

Silk Invest New Horizons Fund is an open-end fund which seeks capital appreciation through investing in securities of issuers located in frontier markets or whose
primary operations or principal trading markets are in frontier markets and depositary receipts of such issuers.  

GLOBAL ENVIRONMENT

Economic indicators suggest that the global economy probably experienced a
slow-down during Q4 2018 and in January. Citi’s global economic surprises
indicator became less negative in January before deteriorating again in February
and March as major central banks and China took precautionary policy steps to
avoid further deterioration in global liquidity. As global PMIs rebounded from Q4
levels, with the exception of Eurozone manufacturing which is now indicating a
contraction, initial investor flows favored the most economically sensitive sectors
before gradually shifting towards the more traditional growth sectors.

While the stronger than expected U.S. Dollar, the ongoing Brexit process and
political interference remain the major threats to global economic growth, the
market is now integrating a probable cut in short term rates in the U.S. before year
end. The European and other major central banks have indicated their monetary
policy’s shift towards further easing. In the U.S., employment improved after softer
February numbers while wage growth rates declined.

While the U.S. Fed unexpectedly indicated a temporary pause in its Balance Sheet
reduction program, decisive actions taken by Indian (rate cut), Argentinian (rate
increase) and Turkish (move to prevent further depreciation of the TRY) monetary
authorities significantly impacted local assets. A global disinflation cycle persists as
headline inflation fell in major developed economies.  

 The U.S. interest rate curve inverted as 10Y yields fell below 3 month rates, but the
slope is still positive between the 2Y and the 10Y section. That move reflects both the
increased probability of a recession in the coming years and the deeply distorted
structure of the U.S. bond market. At quarter-end, sovereign bonds with negative
yields represented several trillions globally.

 Broad commodities rebounded 6.3% on surging energy and industrial metals prices
while gold and agriculture posted small positive returns. The S&P 500 regained
momentum and added 13.65% for the quarter as market participants favored
technology and smaller companies which outperformed. Other developed markets
underperformed while global cyclicals rebounded from oversold levels. Global
equities rebounded 12.2% while global emerging and frontier markets added 9.9%
and 6.9% respectively.

Global bonds continued to perform well and added 2.3% while high yield spreads
tightened. Yield spreads in emerging market external debt followed global risk
appetite momentum while gains in local debt stalled in March due to pressure on
Turkey, Argentina and Romania.  

The U.S. dollar, as measured by the DXY index, added 1.2% and appreciated
during February and March after it consolidated gains in January. Emerging
markets FX rebounded significantly during the first half of the period before profit
taking caused Latin American currencies and the KRW to decline towards quarter-
end. Front month crude oil prices surged more than 27% while longer dated
contracts added 1% and backwardation increased significantly.  

  PERFORMANCE REVIEW AND PORTFOLIO ACTIVITY

The Silk Invest New Horizons Frontier Fund (FSNHX Fund) returned 4.95%,
net of fees, for the period from December 31, 2018 to March 29, 2019 compared
to the 6.87% (net) returned by its benchmark, the MSCI Frontier Markets Index TRN.

The fund’s under-performance relative to the benchmark is attributable to allocation
effect and in particular to underweight positions in index heavy-weights Kuwait and
Vietnam. Sector limitations (25% max per sector) as well as strategy’s positioning
away from mineral extraction and other commodity related names caused the
portfolio’s relatively lower exposure in some countries. Most of the frontier markets
posted positive returns during Q1 except in MENA and LATAM regions.

On a monthly basis, the fund’s NAV rose by 2.9% in January, added 2.1% in
February and then shed 0.1% in the month of March.  
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AFRICA

NIGERIA

 The most important event during the quarter was the Presidential elections, which
were won by the incumbent, President Muhammadu Buhari, after facing a delay of
one week due to logistics problems. He secured 56% votes against main opposition
candidate Atiku Abubakar.  The post-election rally was negligible (local equities
closed negative 2.2% MoM) compared to previous episodes as in 2015 (+7.1%
MoM). As a result, the benchmark NSE All Shares Index declined by 0.55% QoQ
(in USD terms). In a surprise move, the Central Bank of Nigeria cut its Policy Rate by
50 bps in March ending the monetary tightening cycle. On a portfolio level,
ZENITH BANK and GUARANTY BANK both gained 6.0% QoQ, due to healthy
2018 results. ZENITH’s bottom-line grew by 11% YoY while for GUARANTY net
earnings were up by 10% driven by higher NIMs.  

  KENYA

Contained inflation, less pressure on the Balance of Payments and the strengthening
Shilling attracted both local and international investors. Mid-March, Kenya’s High
Court ruled that parts of the rate cap law were unconstitutional. Prospects for further
revisions to the law increased investors’ risk appetite and helped the benchmark
Nairobi All Shares Index to increase 13.5% during the quarter in USD terms. Banks
outperformed significantly other sectors. Kenya was also the most positive
contributor to the Fund’s performance during Q1, adding 2.2% to the overall return
of the fund. SAFARICOM PLC rallied sharply and closed up 25%, as its newly
launched overdraft facility - Fuliza – drew praise from customers and shareholders
alike.

  GHANA 

 The Central Bank of Ghana’s surprise interest rate cut of 100 bps to 16% in January
2019 exerted pressure on the Cedi, which depreciated by 12% versus USD during
the Q1. Market expectations for additional rate cuts in the coming months was the
main reason for investors to remain on the sidelines despite the fact the local
consumer demand is rising as it is being supported by the new government’s
expansionary policies. The Ghana Composite Index declined by 13.7% QoQ in
USD (but lost only 3.3% in local currency terms). Ghana Commercial Bank
(GCB) underperformed the market and declined by 19.5% QoQ. 

MOROCCO 

The economy slowed slightly in Q1 2019, growing by 2.9% compared to 3.0% in
the previous quarter. With no major positive catalyst in sight and with lower than
expected corporate earnings announcements, the local stock market declined with
the benchmark MASI Free Float Index lower by 5.3% QoQ in USD. The country
also had the most negative contribution to our fund’s performance during the
quarter. Douja Promotion Groupe Addoha and AUTO HALL, crashing 32.3%
and 18.6% respectively, were amongst the worst detractors to the Fund’s
performance. ADDOHA’s net profit declined 50% YoY as sales fell by 31% YoY
during 2018. The ongoing crisis in the local construction sector and company’s
internal cash problems led to sluggish earnings in the outgoing year. The company
also didn’t declare any dividend for 2018 as the management is focusing on its
investment in Sub-Saharan Africa. For AUTO HALL, sales were down by 5% while
net earnings declined 10% YoY as negative currency effect and Ford’s segment
repositioning impacted negatively company’s operational performance. 
 

 EGYPT  

The Central Bank, after reducing its interest rate by 100 bps in February, stayed on
hold in its March 2019 meeting and defied expectations for another 100 bps cut.
Monetary authorities cited accelerating inflation, weakening global economic
activity, trade tensions and an increase in oil prices as main reasons for keeping the
rates unchanged. The EGP strengthened against the USD, appreciating by 3.3%
QoQ and helped the positive sentiment of the local bourse. The Egypt benchmark
EGX 30 Index grew by 16.9% (in USD), reversing the negative momentum of the
three previous quarters. IBNSINA PHARMA was the top performer, and gained
29.5% in USD terms in Q1, following the release of strong Q4 2018 results.
Revenues increased by 12% QoQ and +36% YoY, driven primarily by improved
performance across all business segments. In addition, the Economic Court’s final
ruling and fine of EGP 160 million was much lower than the initial penalty of EGP
2.0 billion levied on Ibnsina Pharma for monopolistic practices
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GULF COOPERATION COUNCIL (GCC)

SAUDI ARABIA 

Saudi Arabia had a pre-MSCI Emerging Markets index inclusion rally in Q1
2019 with the benchmark Tadawul All share Index posting +12.7% QoQ
return (in USD). FTSE, the index provider also started implementing its 5-
phase process to include Saudi Arabia in its EM and Global Equity Indexes
with expected weights of 2.9% and 0.3%, respectively. On the macro front,
GDP growth accelerated during Q4 2018, to 3.6%, highest in three years,
attributable to the sharp rebound in crude oil production and prices.
BUDGET SAUDI gained 22.8% QoQ on strong Q4 2018 results, with
reported earnings up 115% YoY on better margins and lower SG&A costs.

 KUWAIT 

Kuwait’s weight in the MSCI Frontier Markets index will increase in May
following Argentina’s upgrade to the MSCI Emerging Markets Index. As
global frontier funds managers added to their exposure to the local stocks,
strong 2018 corporate earnings growth helped the benchmark Kuwait All
Shares Index to increase by 10.4% during the quarter. National Bank of
Kuwait (NBK) added 17.3% QoQ. 

UNITED ARAB EMIRATES (U.A.E) 

The local benchmark DFM General Index rally stalled in March’19 after
gaining 1.5% and 2.7% in January and February respectively.  For the
quarter, the index closed up 4.2% QoQ.  The Fund’s holding in EMAAR
PROPERTIES rebounded 13.3% QoQ, supported by solid 2018 earnings
growth (+10% YoY).

OMAN

Despite the government’s success in containing the budget deficit to
approximately USD 7.0 billion (better than projected revenue collection and
reduced public expenditure), the combination of Fitch’s and S&P’s
downgrades of Oman’s economy caused foreign investors to exit country’s
assets. For the sixth consecutive quarter, the MSM 30 Index lost ground and
declined by 7.9% in Q1 in USD.  

 
QATAR 

The country returned to international capital markets with a three-part USD
12 billion bond sale. The offering attracted USD 35 billion in demand, further
strengthening investors’ confidence in the local economy. However, the
benchmark index corrected by 2.0% QoQ in USD, mainly attributable to
profit-taking after strong 2018 relative performance. The fund’s only holding,
OOREDOO QATAR, corrected by 8.2% in USD during the quarter as 2018
results missed the expectations and net profit declined by 18% YoY.  

 
 

 

Page 4



ASIA & LATIN AMERICA

VIETNAM 

The Ho Chi Minh Stock Index was the top performer in the Frontier Asia
region as investor anxiety, driven by the US.-China trade war and the
postponement of tariffs, receded.  The benchmark index rose 9.8% QoQ. As
liquidity and market depth improved, local market participants started
pricing in the effects of a possible upgrade to Emerging Markets’ category
by FTSE, the index provider, in March 2020. MASAN GROUP added
9.2% post its healthy Q4 results announcement. Revenue grew by 14% YoY
in Q4 on the back of strong sales in its consumer division with net earnings
up by 17% YoY.

 PAKISTAN

 Q1 was one of the most eventful quarters for the country with respect to its
geopolitical stature. Saudi Crown Prince Muhammad Bin Salman made a
historic visit to the country in mid-February and investment contracts and
MoUs representing USD 21 billion were signed. Pakistan secured a USD 2.2
billion commercial loan from China to stabilize its foreign reserves. The
Central Bank’s monetary tightening continued during the quarter with
another 75 bps hike in the Policy Rate to 10.75% in an attempt to prevent
further depreciation of the PKR and assert control on rising inflationary
pressures. Monetary authorities lowered the GDP growth forecast for FY19 to
3.5%-4.0% from a previous 5.2%. The U.S. dollar continued to appreciate
against the PKR which caused the benchmark KSE 100 Index to increase by
2.8% in USD terms versus a positive return of 4.3% in PKR terms. Banks
benefited the most from interest hikes with UNITED BANK gaining 15.6%
during that period 

BANGLADESH 

The local telecom regulator restrictions on GRAMEENPHONE were
challenged in court and later were lifted after the verdict came in favor of the
company. Stable macro environment, with expectations of GDP growth rising
to 8.1% in FY19 and government’s focus on infrastructure related projects
kept investors optimistic and the local benchmark DSE all share Index closed
2.2% up during the quarter in USD. GRAMEENPHONE rebounded by 15%
QoQ due to removal of restrictions’ related uncertainties during the Q1.

 
ARGENTINA 

 

The IMF conducted its third review of Argentina’s Standby Agreement before
the release of USD 10.8 billion in first Q and the government sought waiver
for some of the economic data which would not be released before mid-
April. The IMF had concerns over the weak economic activity and rising
inflation. The Peso declined by 15% against the USD and caused the
benchmark Merval Index to retreat by 3.9% QoQ in USD terms (however in
ARS, the return stood at +10.5%). One of our holdings, CABLEVISION had
negative performance in Q1 as lack of progress in its merger with Telecom
Argentina impacted negatively investors’ interest.
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PORTFOLIO ACTIVITY, OUTLOOK & STRATEGY

PORTFOLIO ACTIVITY 

 The Fund’s major positions remained tilted towards Sub-Saharan Africa, with
the largest country allocation in our portfolio to Nigeria at 14.9%, followed
by Egypt at 13.1%. There were no changes in allocation to Asia and the
GCC region. We exited CI CAPITAL in Egypt and added two new real
estate sector names, TMG HOLDING and ORASCOM HOTELS &
DEVELOPMENT, which are expected to benefit from economic stability and
rising tourism in the country. We also reduced our holding in AIR ARABIA in
UAE and added a new name, ARAMEX, as the company’s Foreign
Ownership Limit (FOL) opened up after Australia Post sold its 5% stake.

The fund also reduced its exposure in LABEL VIE in Morocco as the stock
had reached our target price. We increased our allocation to Argentina (to
4.6% from 2.8% at year-end), with two names ADECOAGRO and CORP
AMERICA AIRPORTS while exiting CABLEVISION HOLDING and
TELECOM ARGENTINA. At quarter-end, we exited our positions in Saudi-
Arabia.

 PORTFOLIO OUTLOOK & STRATEGY

The outlook for African markets and risk assets in general is positive for the
rest of 2019 especially after the significant shift in global monetary policies
which are supporting additional investors’ flows and interest. Additionally we
have seen an increase in infrastructure investments, urbanization, foreign
direct investments and increasing political stability combined with economic
reforms which will be supportive to equity Markets.

General elections have concluded in Nigeria with the incumbent Buhari
emerging as the winner. With elections and political uncertainty behind, the
focus can now shift to the economy. Most likely there will be a continuity on
both the monetary and fiscal front. The current central bank governor’s term
ends in June and most in the investment community are expecting a continuity
in the macroeconomic policy. Listing of MTN Nigeria in Q2 would also be
closely followed by investors.

 In South Africa general elections will be held in May which will shift the focus
on local politics. The economic outlook is not very positive for the country
with growth expected at only 0.7% in 2019. The planned introduction of new
taxes is likely to weigh on domestic consumption, however, the government
is willing to address the structural issues of the country’s public enterprises.
South African stocks with a large presence outside the country are expected
to do well.

Early indicators suggest that the Kenyan economy maintained in Q4 2018
the 6% average GDP growth achieved in 2018, despite the private sector
credit growth falling back to 2.4% YoY in December. The announcement by
the High Court of a possible removal of the interest rate cap is very positive
for markets however we await further details on what the new framework will
be.

In Ghana, the economy ended 2018 on a healthy note against the backdrop
of upbeat domestic demand and the momentum is also carried over into Q1
2019 due to lowering interest rates. Moreover, the country is also set to exit
the IMF’s USD 1.0 billion loan facility in April 2019, which would provide
further guidance on the government’s financial discipline and new possible
reforms.

For Morocco, the consumer and real estate sectors are going through a
tough phase as economic growth remains in the low single digits. Any hike in
interest rates due to a rise in the commodity prices would have detrimental
effect on the economy as a whole.  

The Egyptian government draft budget provides a positive economic outlook.
The draft budget aims to sustain fiscal consolidation by bringing down the
budget deficit to 7.2% of GDP from a targeted 8.4% in FY18/19, and
maintain the primary surplus at 2% of GDP. 

 For the GCC region, the economic revival would take time given most of the
countries are still facing slow economic growth, budgetary balances still
posting deficits and debt to GDP ratios growing. Many countries are actively
seeking money through international bond issuance and are expected to
continue debt financing until there is strong rally in the crude oil prices.

Page 6



PORTFOLIO ACTIVITY, OUTLOOK & STRATEGY

 In Asia, Vietnam and Bangladesh continue to see economic stability driven
by improved performance in the manufacturing sector and the rising cost of
production in China. Pakistan, on the other hand, continues to face economic
challenges as the government is still not able to conclude on the much
needed IMF bailout program. There have also been news that MSCI might
reconsider downgrading Pakistan to the MSCI FM Index as the market
capitalizations of three Pakistani companies in the EM Index have fallen
below the minimum threshold. Hence, May 2019 semi-annual review is
crucial in that context.

While Argentina’s economy seems to have bottomed out from the recession
as per the latest economic data, Peso’s volatility and hyper-inflation remain
the biggest challenges at present. We believe the Silk Invest New Horizons
Frontier Fund continues to offer attractive valuations and the stocks we hold
in those markets maintain a solid earnings outlook. The current Price to
Earnings (P/E) of the Fund stands at 14.5x and the Price to Book (P/BV) is at
1.5x.

Hifza Zia – Portfolio Manager, Frontier Asia & Latin America

Mohamed Bahaa– Portfolio Manager, GCC & North Africa  

Adele Gikonyo  –  Portfolio Manager, Sub Saharan Africa  

April 17  2019th
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PERFORMANCE & LEGAL NOTICE

PERFORMANCE 

As of March, 31 2019, the returns for the institutional shares (FSNHX) are as follows:

1 year period: -22.56%, since inception: -0.93%.

The performance data quoted represents past performance.  Past performance does not guarantee future results. The investment return and principal value
of an investment will fluctuate so that an investor's shares, when redeemed, may be worth more or less than their original cost.  Current performance may
be lower or higher than the performance data quoted. Performance current to the most recent month end may be obtained by calling 888-825-2100.

The Fund's gross expense ratio (FSNHX) is 2.14% while net expense ratio is limited to 1.74% due to a contractual agreement in place until October 31,
2019.

You could find the Fund’s holdings by clicking on this link:  Fund Holding as of 31 of March 2019 

LEGAL NOTICE 

The Fund's investment objectives, risks, charges, and expenses must be considered carefully before investing.  The prospectus
contains this and other important information about the Fund, and it may be obtained by calling 888-825-2100.  The Silk Invest New
Horizons Frontier Fund is distributed by Ultimus Fund Distributors, LLC.

 Control number 8446084-UFD-4/17/2019

Investing involves risk, including loss of principal.  Investments in securities of foreign companies involve additional risks, including less liquidity, currency-
rate fluctuation, political and economic instability and differences in financial reporting standards and securities market regulation.  Investments in frontier
markets can involve risks in addition to and greater than those generally associated with investing in more developed foreign markets. Frontier market
countries generally have smaller economies or less developed capital markets than traditional emerging markets and, as a result, the risks of investing in
emerging markets countries are magnified in frontier market countries.  Frontier market economies can be subject to greater social, economic, regulatory,
and political uncertainties, including the repatriation of investment income, and return of capital on the proceeds of sales of securities by foreign investors.
Emerging market countries may have relatively unstable governments, weaker economies and less developed legal systems with fewer securities holder
rights. Emerging market economies may be based on only a few industries and security issuers may be more susceptible to economic weakness and more
likely to default. Emerging market securities also tend to be less liquid.
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