WEEKLY INVESTMENT OVERVIEW 29 APRIL 2018

US earnings growth might have
reached its peak

() LOOKING BACK

¢ Investors worry US corporate earnings might have reached a peak.
With 266 S&P500 companies having reported robust earnings growth
of 25% in Q1, investors are starting to worry that earnings might have
reached a peak as rising inflation and labour costs could eat into future
corporate profits. Moreover, on Tuesday, Caterpillar reported above-
consensus earnings, but the CFO lowered investor expectations by
saying that Q1 was likely to be the “high water mark” for the year. The
S&P managed to close flat for the week, while the USD gained 1.4%.

e UK Q1 GDP growth disappoints. The UK economy missed
expectations and grew at an annualized rate of 1.2% in Q1 2018 and
only 0.1% QoQ, its weakest quarterly growth in five years. As a resuilt,
expectations for a rate hike in May by the Bank of England (BoE) fell
to 23%, from 59% previously. The GBP weakened by 1.6% against the
USD, while the FTSE 100 recorded a weekly gain of 1.8%.

e ECB keeps monetary policy unchanged. As widely expected, the ECB
kept its interest rate and bond-buying program unchanged at its April
meeting. The Bank said it plans to maintain its EUR30 bn monthly asset
purchases at least through September of this year. Meanwhile, the EUR
fell 1.3% over the week as Draghi acknowledged that the Eurozone's
most recent economic data has been showing signs of a slowdown,
albeit from an unexpectedly fast pace in recent months.

¢ Bank of Japan (BoJ) also stays the course. The BoJ left its benchmark
rate at -0.1% and would continue targeting a 0.0% yield for the 10-
year government bond. However, the Bank removed its timeline for
reaching its 2% inflation target which, at its previous meeting, it planned
to reach in about two years. Meanwhile, after two consecutive monthly
declines, the manufacturing PMI rebounded to 53.3 in April, from 53.1
previously.

e Commodities drop as US softens its stance against Russia. Aluminium
dropped almost 10% last week as the US said it may grant sanctions
relief to Rusal, the Russian aluminium giant, if Oleg Deripaska gives up
control over the company.

(») LOOKING FORWARD

e China's latest official PMIs will be released on Monday, followed by the
PCE Core data in the US. On Tuesday, April's US manufacturing PMI
will be published, while the Fed meets to review its monetary policy on
Wednesday. On Thursday, the Eurozone inflation data for April will be
released, while the focus on Friday will be on April’s US jobs report.
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EIBank is an independent private bank based in Dubai. It offers a wide-range of investment and banking services to an
exclusive, but diverse, client base of high-net-worth individuals from across the region and around the world.

Emirates Investment Bank seeks to build long-term partnerships based on a foundation of trust, stability and integrity,
which allows it to appreciate the unique circumstances and objectives of each of its clients. This personalised approach
guides EIBank when providing its clients with bespoke banking solutions in connection with their wealth, business, and
every day affairs.

IMPORTANT INFORMATION

This report is for our clients only. It is not an offer or a solicitation to offer, buy or sell any security or instrument or to
participate in any particular trading strategy. This report is based on current public information that we consider reliable,
but it should not be considered accurate or complete.

This report is not intended to provide individually tailored investment advice. It has been prepared without regard to the
individual financial circumstances and objectives of persons who receive it. We recommend that investors independently
evaluate particular investments and strategies and we encourage investors to always seek professional advice. The
securities, instruments or strategies discussed in this report may not be suitable for all investors and certain investors
may not be eligible to purchase or participate in some or all of them.

The value of and income from investments may vary because of a variety of factors. Past performance is not necessarily
a guide to future performance. Estimates of future performance are based on assumptions that may not be realized.
Fluctuations in exchange rates could have adverse effects on the value, price of and income derived from certain
investments. Certain transactions give rise to substantial risk and are not suitable for all investors.

We and our affiliates may transact the securities or derivatives referred to in this research. We may also make investment
decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.
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