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FX Week

Investors have revised down sharply their expectations for monetary tightening in the US over the
past month, amid a weakening of inflation expectations and worries about global growth, to the
extent that they are barely discounting one hike in the whole of 2019. As such the USD has lost
ground against the EUR and JPY, even as Brexit is continuing to handicap GBP. Last week’s
November US employment data maintained the sense of caution about the Fed, even though it
was probably not enough to change the likelihood of a hike at the 19" December FOMC meeting.
Payroll data for November showed a softer pace of jobs growth, but the unemployment rate was
steady at 3.7% and hourly earnings were still firm at 0.2% m/m and 3.1% y/y. Clearly it will be the
messaging from Jerome Powell about the future path of rates that will be crucial for the markets
next week, and following that it will be all down to the data. Until then it is possible that the USD
will remain under pressure as yield spreads are currently providing EURUSD in particular a bit
more underpinning. Whether this can be sustained beyond a few days remains unclear though,
especially as the ECB meeting this week may also deliver a more dovish message, and the Fed
may also be less dovish than imagined when they finally meet.

The other key issues in the coming week revolve around Brexit as well as ongoing risk aversion
related to US-China trade talks, made more complex by the political stand-off over the arrest of
the Chinese corporate executive. The highlight of course will be the UK Parliament's vote on
Theresa’s May’s Brexit agreement with the EU on Tuesday. The chances of it being passed on
the first attempt are very low, so it will be the scale of the defeat that will matter to markets. A
narrow loss might allow May to save some face to fight again, and perhaps to negotiate a few
amendments to get it passed on a second vote. However, a heavy loss could bring down her
leadership and make the Brexit process appear in chaos which in the first instance would likely
see the pound lose further value. Whether these losses are sustained, however, will depend on
what happens next.
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EURUSD

EURUSD gains amid mixed U.S. employment

The nonfarm payroll headline was softer than expected on Friday.
Compared with expectations for 198,000 jobs to have been added,
the report showed that 155,000 new jobs were added in November.
This softer than expected figure was accompanied by a downward
revision in October’'s headline from 250,000 jobs to 237,000 jobs.
This slowdown in job growth however was accompanied by
evidence of continued wage pressures, wage growth remaining at
3.1% yly and as a result, the Federal Reserve is still expected to
raise interest rates at their December meeting. However, with this
outcome already priced in, the market will be looking for cues on
the expected rate of tightening in 2019, with any hints of a slowdown
likely to result in further dollar weakness.

ECB actions and language to be watched

Although a raft of primary tier data is expected in the Eurozone over
the next week, all reports are likely to be overlooked by investors
who will primarily be eyeing the ECB. With policy makers expected
to end the asset purchase program, investors will be curious to hear
their opinions on monetary policy in 2019. With growth slowing,
confidence waning and risks to growth increasing, Mario Draghi
may communicate a cautious message which would result in
renewed pressure on the euro.

Technical outlook

EURUSD rose by 0.64% last week, closing at 1.1390 on Friday. Of
note is that throughout the week, gains were continually kept in
check by the 50-day moving average (1.1416), while for a 6"
consecutive week, support was found at the 200-week moving
average (1.1313).
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USDJPY

USDJPY declines amid risk aversion

With 10-year UST yields falling below the 3% mark for the first time
since September and equities having their worst weekly
performance since March 2018, USDJPY declined as a result of
safe haven bids. The fall has pared the gains of the previous week
and taken the price back below the 200-week moving average
(112.93).

Yields and sentiment to influence USDJPY

Over the week ahead, economic data is expected to show that the
Japanese economy contracted by 0.5% g/g in Q3 2018, a 2%
annualized contraction. This is greater than the 0.3% q/q
contraction originally reported and will certainly give the Bank of
Japan no reason to reconsider their ultra-loose monetary policy.

However, while such data would usually catalyze JPY softness, we
expect the data to play second fiddle to general risk appetite. As
the market focuses on the ongoing US-China trade talks, any
escalation is likely to put pressure on USDJPY as the yen will likely
benefit from safe haven bids.

Technical

USDJPY declined by 0.77% over the last five days to close at
112.70. Over the course of the week, the price broke below the
formerly supporting 50-day moving average (113.07) which is now
acting as a resistance level. Further declines during the week here
halted when a new support level was found at the 100-day moving
average (112.27).
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GBPUSD

GBPUSD falls for a fifth week

Despite initial relief in the aftermath of a Legal Opinion that the U.K
could revoke Article 50, the pound continued to find itself under
pressure after Parliament after Parliament ruled the government in
contempt over Brexit legal advice. This caused a slide in GBPUSD
to a new 2018 low of 1.2659.

Parliament vote on Brexit agreement to be key

In the coming week the highlight of course will be the UK
Parliament’s vote on Theresa’'s May’s Brexit agreement with the EU
on Tuesday. The chances of it being passed on the first attempt are
very low, so it will be the scale of the defeat that will matter to
markets.

A narrow loss might allow May to save some face to fight again,
and perhaps to negotiate a few amendments to get it passed on a
second vote. However, a heavy loss could bring down her
leadership and make the Brexit process appear in chaos which in
the first instance would likely see the pound lose further value.
Whether these losses are sustained, however, will depend on what
happens next.

Most likely it will be Parliament itself that will take the initiative away
from the UK government to manage the Brexit process, and this
could result in a number of outcomes, not all of which are negative
for sterling. In particular it is possible that another deal is
constructed, and/or that there could still be a second referendum. It
may also happen that the deadline for Brexit is extended from
March 31st to allow a new deal to be crafted. Any of these outcomes
means that the upcoming week’s decision will not be the end of the
issue, far from it, and that Brexit will continue as a focus of
uncertainty well into 2019.

Technical

Last week’'s 0.17% decline took GBPUSD to 1.2728, a level at
which the price is vulnerable to further losses. A break and daily
close below the one year low of 1.2659 is likely to expose the cross
to further declines towards 1.25, a level which remains our short
term forecast.
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FX Forecasts
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FX Forecasts - Major

EURUSD
USDJPY

USDCHF
GBPUSD
AUDUSD
NZDUSD
USDCAD
EURGBP
EURJPY

EURCHF

SAR
AED
KWD
OMR
BHD
QAR
EGP
INR
CNY

7-Dec Q4 2018 Q1 2019 Q2 2019 Q3 2019 3m 12m
1.1379 1.1500 1.1500 1.1800 1.2000 1.1471 1.1564 1.1753
112.69 114.00 116.00 114.00 112.00 111.79 110.92 109.17
0.9920 1.0000 1.0000 0.9800 0.9700 0.9830 0.9742 0.9565
1.2726 1.2500 1.3000 1.3500 1.4000 1.2786 1.2843 1.2955
0.7208 0.7300 0.7550 0.7700 0.8000 0.7219 0.7231 0.7257
0.6866 0.6800 0.6900 0.7100 0.7400 0.6877 0.6888 0.6911
1.3322 1.3150 1.2650 1.2600 1.2500 1.3294 1.3271 1.3231
0.8944 0.9200 0.8846 0.8741 0.8571 0.8974 0.9007 0.9074
128.32 131.10 133.40 134.52 134.40 128.32 128.32 128.32
1.1283 1.1500 1.1500 1.1564 1.1640 1.1270 1.1259 1.1235
s ]
7-Dec Q4 2018 Q1 2019 Q2 2019 Q3 2019 3m 6m 12m

3.7518 3.7500 3.7500 3.7500 3.7500 == 3.7530 3.7589
3.6730 3.6730 3.6730 3.6730 3.6730 3.6738 3.6747 ==
0.3041 0.3020 0.3020 0.3020 0.3020 0.2995 0.2960 =
0.3850 0.3850 0.3850 0.3850 0.3850 0.3855 0.3863 0.3884
0.3770 0.3770 0.3770 0.3770 0.3770 0.3761 0.3761 0.3796
3.6523 3.6400 3.6400 3.6400 3.6400 3.6529 3.6530 3.6543
17.9090 18.0000 18.1250 18.2500 18.2500 18.3850 18.9100 19.9700
70.808 70.000 70.000 68.000 68.000 72.0900 72.8000 74.4200
6.8743 6.9000 7.0000 7.1000 7.2000 6.9040 6.9185 6.9405
1.3700 1.3500 1.3200 1.3000 1.2900 1.3671 1.3634 1.3557

SGD

Source: Bloomberg, Emirates NBD Research

*Denotes USD peg
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Major FX and Nominal Interest Rates
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Major FX and Real Interest Rates
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Major Currency Positions
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accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such
instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory
or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a
conflict of interest that could affect the objectivity of this report.

The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific
needs of recipients.

Data included in the 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. In receiving the publication, you acknowledge and agree that there are risks associated with investment
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DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY
NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU
MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD.
THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY.
FURTHERMORE, YOU 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 YOU OR, EXCEPT AS OTHERWISE
PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS.
MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED
HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE
PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree,
at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from
and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication,
including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to,
or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving
the publication.
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Emirates NBD Research & Treasury Contact List

Emirates NBD Head Office
12thFloor

Baniyas Road, Deira
P.OBox777

Dubai

Jonathan Morris
General Manager Wholesale Banking
JonathanM@emiratesnbd.com

Research

Khatija Haque

Head of MENA Research
+9714 230 7803
khatijah@emiratesnbd.com

Mohammed Altajir

FX Analytics and Product Development
+9714 609 3005
mohammedtaj@emiratesnbd.com

Hessa Al Khawaja

Research Associate

+9714 609 3015
Hessaalkh@emiratesnbd.com

Sales & Structuring

Group Head — Treasury Sales
Tariq Chaudhary

+971 4 230 7777
tarigmc@emiratesnbd.com

London Sales
+44 (0) 20 7838 2241
vallancel@emiratesnbd.com

Emirates NBD Capital

Hitesh Asarpota
Head of Debt Capital Markets.
+971 50 4529515
asarpotah@EmiratesNBD.com

Investor Relations

Patrick Clerkin
+9714 230 7805
patricke@emiratesnbd.com

Aazar Ali Khwaja

Senior Executive Vice President
Global Markets & Treasury
+971 4 609 3000
aazark@emiratersnbd.com

Anita Yadav

Head of Fixed Income Research
+9714 230 7630
anitay@emiratesnbd.com

Edward Bell

Commodity Analyst

+9714 230 7701
edwardpb@emiratesnbd.com

Saudi Arabia Sales
Numair Attiyah

+966 11 282 5656
numaira@emiratesnbd.com

Egypt

Gary Boon

+20 22 726 5040
garyboon@emiratesnbd.com

Group Corporate Affairs

Ibrahim Sowaidan
+9714 609 4113
ibrahims@emiratesnbd.com

Tim Fox

Head of Research &

Chief Economist

+9714 230 7800
timothyf@emiratesnbd.com

Aditya Pugalia

Financial Markets Research
+9714 230 7802
adityap@emiratesnbd.com

Daniel Richards

MENA Economist

+9714 609 3032
danielricha@emiratesnbd.com

Singapore Sales

Supriyakumar Sakhalkar

+65 65785 627
supriyakumars@emiratesnbd.com

Claire Andrea
+9714 609 4143
clairea@emiratesnbd.com
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