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MARKET DEVELOPMENTS 
Momentum strategy performance of MSCI EM & EM momentum strategy   
 

 

Momentum trading can be a useful hedge if risks -- ranging from China’s regulatory tempest to the delta variant's spread -- stifle 
emerging markets equities. Its minus 32% correlation with the broad market and track record of crisis outperformance add to its 
appeal, and its low valuation is conducive to returns. Dispersion is high, but not alarming 
The momentum strategy is constructed as long top 30% and short bottom 30% stocks in the MSCIEM Index ranked by their trailing 
12-month performance, excluding the previous month. 
 

China crackdown wrecks demand for loans to fun overseas M&A 

 

Foreign currency-denominated loans taken out by Chinese firms to finance outbound mergers and acquisitions shrank to $2.6 
billion in the first half of this year, Bloomberg-compiled data show. That’s worse than the $3.4 billion a year ago in the depths of 
the pandemic. Anything less than about $1.7 billion in the second half would make this year the weakest for this corner of the 
debt market since 2014.  
China Inc.’s overseas shopping spree has been cooling since 2017, as Beijing imposed curbs on the risks a debt-fueled binge could 
pose to the financial system, while the pandemic dampened appetite for leverage to expand abroad. Foreign scrutiny over 
purchases has also intensified amid Sino-U.S. tensions, particularly in the technology sector, while China’s sweeping regulatory 
crackdown has likely held back potential deal makers.  
 
 

Figure 2: Graphical view of first half volume of loan for outbound China M&A activities  

Figure 1:This figure showing us comparison of strategy performance of MSCI EM & EM momentum strategy  
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                          MAJOR MOVES THIS WEEK 
 

 

        
Figure 5: The graph represents Currency returns with respect to US Dollar as the base currency for this week. 

This week both Emerging market and developed market currencies were appreciated. Euro has closed higher this week against dollar. In the 
first half we saw volatile move in major currency & few popular currency pair from European nation also depreciated. Latin American currency 
shown sideways move this week & Brazilian real performed sideways. 

       

 
 

A volatile week was observed for equities especially in the second half. In US small caps and value stocks outperformed the broader market 
despite of fall in the us yields. In Asia, China Equities underperformed the peers along small correction  in Indian indices too. In last trading 
session of this week, we have observed selling pressure in US equities.  

     

 

 
We have observed positive performance this week in global commodity, Gold has shown sideways performance current week supported by 
fall in US yields. Industrials metals performed this week despite of fall in China indices . 

 
 
 

South
African
Rand

Czech
crona

British
Pound

Swiss
Franc EURO

Turkish
Lira Peru sol

1.80% 1.42% 1.16% 1.25% 0.80% 1.01%

-3.65%

Currencies

VIETNAM TURKEY RUSSEL 2000HANG SENG CSI 300CHINA ENTERPRISES

7.16%

3.06%
1.14%

-5.18% -5.46% -6.20%

Equity Indices

Aluminium WTI ZINC Copper Silver Natural Gas US Cofee

3.61%
2.29% 1.85% 1.63% 1.24%

-3.57% -4.56%

Commodity Futures

Figure 7: The chart represents the Commodity returns over the week. 

Figure 6: The chart represents the Equity Index returns over this week. 
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               GLOBAL FUND MANAGERS’ STATEMENTS 
 

Scott Minerd (Global Chief Investment Officer,Guggenheim):  Scott Minerd says the "wall of liquidity" in 

the equity market will not be manageable in the short term, he see S&P 500 to reaching 5000. 

Mark Mobius(Founder Mobius Capital partners): "The Chinese government has cracked down on some 

of the large companies and these companies show up in the index as being very large. Their impact on the 

emerging market index is significant. So the result is it looks like the emerging markets are going down but 

other countries like India are doing very well. I believe this downturn in China is going to be temporary. So 

the outlook is quite good for emerging markets in view of the current situation," he said. 

About bitcoin 

“I'm hesitant to condemn it because so many people have faith in it. It's all a matter of belief and faith, 

rather than a strict interpretation of the numbers," Mobius said, noting he is not investing in the 

cryptocurrency at this moment.  

Mark Skousen (Economist): Inflation concerns are escalating due to loose monetary policies and 

unprecedented stimulus, with June CPI data rising at the fastest level since 2008. However, this has not 

been reflected in the price of gold, with the precious metal not hitting the $1,900 an ounce level since 

January. "Gold tends to be a leading indicator of inflation, and gold is moving up, but it hasn't broken 

above the $1,900 level. But if it does break that level and goes from $2,000 to $2,100, that suggests a very 

serious inflation problem. 

Adrian day (Adrian day asset management): Federal Reserve is “reluctant” to raise rates, it is still 

ultimately an inevitability, and when that happens, there will be a “crisis.”  

The main risk is that when interest rates rise at the short end of the curve, interest expenses will rise 

proportionally and become unaffordable, Day noted.  

The solution is to issue longer-term maturity Treasuries, he said.  

“The U.S. government should be doing 100-year bonds right now. They should be doing even 500-year 

bonds, perpetuals, which Britain used to have, but they’re not. They’re refinancing at the short end. But 

even with that…just servicing the debt is about 16% [of the federal budget]. If rates went back to even 

halfway of their 25-year average, it would be 25% to 30% of the budget would be on debt service, which 

would be unsustainable. It would be a crisis,” he said.  

Before raising rates, the Fed could signal tapering through various actions.  
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GLOBAL ETF FUND FLOWS 
 

 

 
Please note that the Global ETF fund flows under Equity ETF weekly flows category will not be equal to the sum of their respective sub-

categories which are mentioned on their right side since there are other sub categories as well 

 

 

PACE 360’S FUTURE OUTLOOK 
We saw a mixed week for equities with a majority ending in the red while Chinese equities experienced a blood bath 

on negative cues from Chinese regulators on the internet and education companies. Spreads on high yield bonds have 

moved up a lot in last few weeks and this is flashing a red signal for global risk assets. We believe that US and European 

equities are priced to perfection and would come down over the next few months. Industrial commodities are also 

looking bearish over the medium term. Gold is looking for long term bullish and Bitcoin is expected to reach 20K over 

the next one year. 
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DISCLAIMER 

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, 
in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent. This report and information herein is solely for informational purpose 
and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes 
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and 
opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and 
needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this document should make such 
investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks 
involved), and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. 
Certain transactions –including those involving futures, options, another derivative product as well as non-investment grade securities - involve substantial risk and are not suitable for 
all investors. No representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document. The 
Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the 
report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this statement as may be required from 
time to time without any prior approval. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, 
to any other person or published, copied, in whole or in part, for any purpose. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages 
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. The person 
accessing this information specifically agrees to exempt PACE or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold 
PACE or any of its affiliates or employees responsible for any such misuse and further agrees to hold PACE or any of its affiliates or employees free and harmless from all losses, costs, 
damages, expenses that may be suffered by the person accessing this information due to any errors and delays. 

 

 
   

 

 

 

 

 

 

 

 

CONTACT US 
 

+91-11-4742 1001 
 

info@pace360.in 
 

A-1/291, Safdarjung Enclave, New Delhi – 110029 

 

FOLLOW US ON SOCIAL MEDIA 
 

Facebook.com/PaceThreeSixty 
 

Twitter.com/PaceThreeSixty 
 
 Linkedin.com/company/50145027 


