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Time to Take a Holiday
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» Economic data and policymaker actions remain bond
friendly

» Weak US economic data reduces in the markets eyes the
chances of a US rate rise

» Japan still waiting for the policymakers

» GCC equity markets have by-and-large already discounted
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the lower oil prices

Markets continue to be enthused that the major central banks
are still very engaged in providing very easy monetary
conditions. However, equities, in particular, continue to ignore
seemingly the fact that global growth is still woeful. We
continue to advise overweighting fixed income in a mix of
asset classes, and we retain our caution on equities.

So much can change in a week. A week ago the US economy
looked like a real positive stand out. And while growth in the
other major blocs of Europe and Japan remained
unconvincing, it seemed that the Brexit vote had prompted the
ECB and Bank of Japan (BoJ) to accelerate their monetary
easing. By the end of last week, the financial markets were
facing the fact that US growth had seemingly weakened to the
slowest pace since 2010, and the BoJ was again
disappointing the market.

So we still find ourselves very much in a bond-friendly
world. The market is now pricing that the Federal Reserve
has only a 36% chance of raising interest rates by the end of
the year. Indeed, only by September of 2017 does the
probability of a Fed funds rate rise move above 50%. Almost
across the world bond yields have fallen. The US 10-year
government bond yield, currently at 1.45%, was down 10bps
for the week and sits just ten bps above the July low. The
charts are pointing to new lows around 1.3%. Indeed, with a
number of European 10-year government bond yields back in
negative territory more of the global capital flows could be
headed into US government bonds for the yield pick-up.
Negative five-year government bond yields now exist in
thirteen European countries including the likes of Slovenia,
Latvia and the Czech Republic.

The Federal Reserve’s Open Market Committee meeting,
which decides on interest rates, got caught out again last
week. The statement after the meeting talked a little more
optimistically about the outlook for growth. However, the data
releases later in the week undermined that confidence. The
Citigroup economic surprise index, which measures the
degree to which data is coming above or below expectations,
was at a recent high of 43.1 on Tuesday but had fallen to 16.3
by the end of the week. There were two notably weak
numbers; durable goods and second quarter GDP growth.

Durable goods orders at a headline level were down 4%
against expectations of -1.4%. Excluding transport, orders
were down 0.5% versus the +0.3% expected by the
market. US second quarter GDP was also a big miss
coming in at 1.2% quarter-on-quarter annualised versus
estimates of 2.5%.

That investors continue to buy US equities flies in the
face of history. As Jesse Felder at TheFelderReport.com
points out, we have never seen a decline in corporate
earnings of this magnitude without at least a 20% fall in
stock prices. This is the fourth consecutive quarter of
negative earnings growth. Although some commentators
have characterised the second quarter corporate results
season as a success, in reality companies have only
‘beaten’ earnings estimates that were heavily revised down
in the month before results came through. Also, the
guidance in the statements for the third quarter has led to a
series of downgrades to earnings estimates. Hence today
aggregate third quarter earnings are estimated to fall 3.3%
down from a positive 0.1% a few weeks ago.

Japan remains very frustrating for investors. Another
week has gone by with policy makers failing to deliver, but
still tantalising the markets with a half-hearted effort. Prime
Minister Abe announced that the government was
preparing a budget of Yen 28 trillion (5.6% of GDP) to be
spelt-out in more detail this coming week. However, there
was no clear idea why the announcement had been made
other than to encourage the Bank of Japan to upsize its
efforts at their policy meeting on Friday. In the event, the
Bank of Japan offered hope rather than proper delivery.
They under-delivered at their meeting on Friday only a
modest change in their current efforts to raise inflation to
their target of 2%. However, they did say they would mount
a comprehensive review of its policy framework. The BoJ
would conduct a “comprehensive assessment” at the next
meeting on September 20-21 of the effectiveness of the
current policy tools they are using. Japanese equities were
lifted by the commitment of the BoJ to expand their
purchases of equity ETF but bonds sold off, and the
currency rose against the dollar.




Of comfort was data that shows that the Eurozone
economy is holding in despite the Brexit vote. Second
quarter GDP at 1.7% quarter on quarter annualised was
slight above expectations. Also a number of confidence
surveys were at or above market expectations. The market
expects the ECB to increase its efforts to drive growth and
inflation higher, with possibly a cut in the deposit rate and
further upsizing of quantitative easing at the September
meeting.

In the end, the European Banking Authority bank stress test
was a bit of a non-event with few surprises. Only the Italian
bank Banca Monte dei Paschi failed the test. It seems that
Monte dei Paschi will be able to raise sufficient capital
through its efforts, thus taking some of the risks away from
the markets.

The current level of oil prices does not necessarily put
the local MENA equity markets at risk of downside, as
they never really discounted prices above $45. A large
overhang of inventory in the crude and product markets has
kept the oil price under downward pressure in recent weeks.
The Brent oil price is back to $43.5, the lowest price seen
since April. Such levels do not present immediate problems
for the local equity markets, as they never followed the olil
price up to its peaks above $50.

India remains a bright spot in global markets. Certainly
international themes of low oil prices and easy money
conditions all help. However, domestically a number of
factors continue to come together. The latest is the decision
of the BJP party to agree to most of the demands of the
Congress party in respect of the Goods and Services Tax
legislation. The government will table the Bill in the Upper

House of Parliament in India this week. Potential
beneficiaries include consumer, logistics and cement
companies.
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Emerging market primary bond sales saw a strong appetite
with the surge in bond deals notably by Indian corporates.
Adani Transmission, EXIM Bank, Glenmark, and HDFC’s
“Masala” Bond to name a few. The recent capital flows
towards emerging market bonds have picked up significantly
as investors hunt for yield. India has benefitted from strong
investor momentum and scarcity of Indian corporate debt,
both in primary and secondary markets. The recent political
turmoil in Turkey could also see the shift in capital flows
towards India, which is providing a strong technical support
for credit spreads. India’s five-year year credit default swaps
are close to historically low levels at 148bp, reflecting strong
support from low yields.

Adani Transmission of India priced their maiden US $500
million, 10-Yr bond with a fixed coupon of 4% to yield 4.33%.
The final order book was oversubscribed multiple folds to
close at US$5.1 billion. Export-Import Bank of India also
priced successfully US$1B of their 10-Year senior unsecured
bond with a fixed coupon of 3.375%.
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Disclaimer

Reliance

Emirates NBD Bank PJSC (“Emirates NBD”) uses reasonable efforts to obtain information from sources which it believes to be
reliable, however, Emirates NBD makes no representation that the information or opinions contained in this publication are accurate,
reliable or complete and should not be relied on as such or acted upon without further verification. Opinions, estimates and
expressions of judgment are those of the writer and are subject to change without notice. Emirates NBD accepts no responsibility
whatsoever for any loss or damage caused by any act or omission taken as a result of the information contained in this publication.
Data/information provided herein are intended to serve for illustrative purposes and are not designed to initiate or conclude any
transaction. In addition this publication is prepared as of a particular date and time and will not reflect subsequent changes in the
market or changes in any other factors relevant to the determination of whether a particular investment activity is advisable. This
publication may include data/information taken from stock exchanges and other sources from around the world and Emirates NBD
does not guarantee the sequence, accuracy, completeness, or timeliness provided thereto by unaffiliated third parties. Moreover, the
provision of certain data/information in this publication is subject to the terms and conditions of other agreements to which Emirates
NBD is a party. Anyone proposing to rely on or use the information contained in this publication should independently verify and
check the accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice
from appropriate professionals or experts. Further, references to any financial instrument or investment product are not intended to
imply that an actual trading market exists for such instrument or product. The information and opinions contained in Emirates NBD
publications are provided for personal use and informational purposes only and are subject to change without notice. The material and
information found in this publication are for general circulation only and have not been prepared with any regard to the objectives,
financial situation and particular needs of any specific person, wherever situated

Confidentiality

This publication is provided to you upon request on a confidential basis for informational purposes only and is not intended for trading
purposes or to be passed on or disclosed to any other person and/or to any jurisdiction that would render the distribution illegal. The
investor may not offer any part of this publication for sale or distribute it over any medium including but not limited to over-the-air
television or radio broadcast, a computer network or hyperlink framing on the internet without the prior written consent of Emirates
NBD or construct a database of any kind.

Solicitation

None of the content in this publication constitutes a solicitation, offer, opinion, or recommendation by Emirates NBD to buy or sell
any security, or to provide legal, tax, accounting, or investment advice or services regarding the profitability or suitability of any
security or investment and further does not provide any fiduciary or financial advice.

Third party

The security or investment described in this publication may not be eligible for sale or subscription to certain categories of investors.
This publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or
distribution would be contrary to law or regulation. It is the responsibility of any person in possession of this publication to investigate
and observe all applicable laws and regulations of the relevant jurisdiction. This publication may not be conveyed to or used by a third
party without the express consent of Emirates NBD. The investor may not use the data in this publication in any way to improve the
quality of any data sold or contributed to by the investor to any third party.

Liability

Anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees,
representatives, successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other
person for any: (a) inaccuracies or errors in or omissions from the this publication including, but not limited to, quotes and financial
data; or (b) loss or damage arising from the use of this publication, including, but not limited to any investment decision occasioned
thereby. Under no circumstances, including but not limited to negligence, shall Emirates NBD, its suppliers, agents, directors, officers,
employees, representatives, successors, assigns, affiliates or subsidiaries be liable to you for direct, indirect, incidental, consequential,
special, punitive, or exemplary damages even if Emirates NBD has been advised specifically of the possibility of such damages,
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arising from the use of this publication, including but not limited to, loss of revenue, opportunity, or anticipated profits or lost
business.

This publication does not provide individually tailored investment advice and is prepared without regard to the individual financial
circumstances and objectives of person who receive it. The appropriateness of an investment activity or strategy will depend on the
person’s individual circumstances and objectives and these activities may not be suitable for all persons. In addition, before entering
into any transaction, the risks should be fully understood and a determination made as to whether a transaction is appropriate given the
person’s investment objectives, financial and operational resources, experiences and other relevant circumstances. The obligations
relating to a particular transaction (and contractual relationship) including, without limitation, the nature and extent of their exposure
to risk should be known as well as any regulatory requirements and restrictions applicable thereto.

Forward looking

Past performance is not necessarily a guide to future performance and should not be seen as an indication of future performance of
any investment activity. The information contained in this publication does not purport to contain all matters relevant to any particular
investment or financial instrument and all statements as to future matters are not guaranteed to be accurate. Certain matters in this
publication about the future performance of Emirates NBD or members of its group (the Group), including without limitation, future
revenues, earnings, strategies, prospects and all other statements that are not purely historical, constitute “forward-looking
statements”. Such forward-looking statements are based on current expectations or beliefs, as well as assumptions about future events,
made from information currently available. Forward-looking statements often use words such as “anticipate”, “target”, “expect”,
“estimate”, “intend”, “plan”, “goal”, “seek”, “believe”, “will”, “may”, “should”, “would”, “could” or other words of similar meaning.
Undue reliance should not be placed on any such statements in making an investment decision, as forward-looking statements, by
their nature, are subject to known and unknown risks and uncertainties that could cause actual results, as well as the Group’s plans and
objectives, to differ materially from those expressed or implied in the forward-looking statements. Estimates of future performance are

based on assumptions that may not be realized
Risk

Data included in this publication may rely on models that do not reflect or take into account all potentially significant factors such as
market risk, liquidity risk, and credit risk. Emirates NBD may use different models, make valuation adjustments, or use different
methodologies when determining prices at which Emirates NBD is willing to trade financial instruments and/or when valuing its own
inventory positions for its books and records.

The use of this publication is at the sole risk of the investor and this publication and anything contained herein, is provided "as is" and
"as available." Emirates NBD makes no warranty of any kind, express or implied, as to this publication, including, but not limited to,
merchantability, non-infringement, title, or fitness for a particular purpose or use.

Investment in financial instruments involves risks and returns may vary. The value of and income from your investments may vary
because of changes in interest rates, foreign exchange rates, prices and other factors and there is the possibility that you may lose the
principle amount invested.. Before making an investment, investors should consult their advisers on the legal, regulatory, tax,
business, investment, financial and accounting implications of the investment.

In receiving this publication, the investor acknowledges it is fully aware that there are risks associated with investment activities.
Moreover, the responsibility to obtain and carefully read and understand the content of documents relating to any investment activity
described in this publication and to seek separate, independent financial advice if required to assess whether a particular investment
activity described herein is suitable, lies exclusively with the investor.

Intellectual property

This publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including
certain other information sources) through the application of methods and standards of judgment developed and applied through the
expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others.

All present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary
rights of any type under the laws of any governmental authority, domestic or foreign, shall, as between the investor and Emirates
NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other lawful parties. Except as specifically
permitted in writing, the investor may not copy or make any use of the content of this publication or any portion thereof. Except as
specifically permitted in writing, the investor shall not use the intellectual property rights connected with this publication, or the
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names of any individual participant in, or contributor to, the content of this publication, or any variations or derivatives thereof, for
any purpose.

This publication is intended solely for non-commercial use and benefit, and not for resale or other transfer or disposition to, or use by
or for the benefit of, any other person or entity. By accepting this publication, the investor agrees not to use, transfer, distribute, copy,
reproduce, publish, display, modify, create, or dispose of any information contained in this publication in any manner that could
compete with the business interests of Emirates NBD. Furthermore, the investor may not use any of the trademarks, trade names,
service marks, copyrights, or logos of Emirates NBD or its subsidiaries in any manner which creates the impression that such items
belong to or are associated with the investor or, except as otherwise provided with Emirates NBD, prior written consent. The investor
has no ownership rights in and to any of such items.

Emirates NBD is licensed and regulated by the UAE Central Bank.
United Kingdom

This publication was prepared by Emirates NBD Bank PJSC in the United Arab Emirates. It has been issued and approved for
distribution to clients by the London branch of Emirates NBD Bank PJSC which is authorized by the Prudential Regulation Authority
and regulated by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority in the UK. Some investments and
services are not available to clients of the London Branch. Any services provided by Emirates NBD Bank PJSC outside the UK will
not be regulated by the FCA and you will not receive all the protections afforded to retail customers under the FCA regime, such as
the Financial Ombudsman Service and the Financial Services Compensation Scheme. Changes in foreign exchange rates may affect
any of the returns or income set out within this publication.

Singapore

This publication was prepared by Emirates NBD Bank PJSC in the United Arab Emirates. It has been issued and approved for
distribution to clients by the Singapore branch of Emirates NBD Bank PJSC which is licensed by the Monetary Authority of
Singapore (MAS) and subject to applicable laws (including the Financial Advisers Act (FAA) and the Securities and Futures Act
(SFA). Any services provided by Emirates NBD Bank PJSC outside Singapore will not be regulated by the MAS or subject to the
provisions of the FAA and/or SFA, and you will not receive all the protections afforded to retail customers under the FAA and/or
SFA. Changes in foreign exchange rates may affect any of the returns or income set out within this publication.

Please contact your Relationship Manager for further details or for clarification of the contents, where appropriate.

For contact information, please visit www.emiratesnbd.com
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