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Broad-based sell-off on spike in
US long-term yields

() LOOKING BACK

* Spike in long-term yields sparks broad-based sell-off. An uptick
in pending home sales data and a more-than-expected rise of 2.9%
in average hourly earnings put pressure on long-term US yields and
boiled over into equity markets last week. The sell-off accelerated
after Dallas Fed President Kaplan suggested officials may need to
raise rates more than thrice this year. The US 10-year Treasury yield
touched a four-year high of 2.84% while fixed-income markets wiped
out their YTD gains and the S&P500 lost 3.9% last week alone.

e Eurozone inflation disappoints but growth remains strong. Euro-
area headline inflation decelerated to 1.3% year-over-year in January
from 1.4% in December, while Q4 2017 GDP growth came in at 2.7%
compared to the previous year. The Eurozone economic recovery
continues to strengthen, as annual GDP rose by 2.5% for the whole of
2017, the strongest level in a decade.

e Japanese manufacturing PMI climbs to a four-year high. Japan’s
manufacturing PMI rose to 54.8 in January from 54.0 in December
with firms increasing output for the 18t consecutive month and
at the sharpest rate in four years. Coupled with the manufacturing
gains, Japanese exports rose 9.3% year-over-year to USD66.3 bn in
December, according to the Ministry of Finance. The Nikkei225 is up
2.2% and the JPY is 2.2% stronger at 110.2 against the USD year-to-
date.

e China's manufacturing slips. China’s manufacturing PMI slipped
from 51.6 in December to 51.3 in January, an 8-month low. The lower
reading is likely due to China’s deleveraging drive to purge pollution
and excessive borrowing. However, the non-manufacturing PMI rose
to 55.3 from 55.0 in December, well into expansionary territory.

¢ India’s populist budget puts pressure on yields. In order to woo
disgruntled rural voters ahead of next year's general elections, Finance
Minister Jaitley unveiled a populist budget and overshot the year's
budget-deficit target, pushing the 10-year yield to 7.61%, its highest
level since March 2016. Moreover, a proposal to revive a tax on long-
term equity gains hurt sentiment and the benchmark NIFTY50 lost
2.8% while the INR fell 0.8% versus the USD last week.

(») LOOKING FORWARD

* Global composite PMIs and Eurozone retail sales will be published
on Monday. China reports its forex reserves on Wednesday while the
Bank of England (BoE) meets to set rates on Thursday.
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Yield % Yield %

(04/02) (28/01)
Abu Dhabi 2019 2.18 2.16
KSA 2021 3.22 3.09
Dubai 2023 3.38 3.22
Qatar 2023 3.54 3.46
us 10y 2.84 2.66
German 10Y 0.77 0.63

Last Weekly YTD

Equities Price Chg Chg

MSCI World 2,172  -3.4% 3.2%
MSCI BRIC 365 -3.7% 8.9%
MSCI EM 1,231 -3.3% 6.2%
USA - S&P 500 2,762  -3.9% 3.3%
UK- FTSE 100 7,443 -2.9% -3.2%
France - CAC40 5,365 -3.0% 1.0%

Germany - DAX 12,785  -4.2% -1.0%
Japan - Nikkei 225 23,275  -1.5% 2.2%

Dubai 3,412 -1.6% 1.3%
Abu Dhabi 4,612 -0.7% 4.9%
Saudi 7,656 1.8% 5.9%
Oman 5,035 0.5% -0.2%
Kuwait 6,685 0.5% 4.3%
Egypt 15089 -05%  0.5%
Qatar 9,207 -2.7% 8.0%
Commodities

Gold ($/02) 1,333 -1.2% 2.3%
Silver ($/0z) 17 -4.7% -2.0%
Platinum ($/0z) 991 -2.0% 6.8%

Qil — Brent ($/bbl) 69 -2.8% 2.6%
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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.

Emirates Investment Bank pjsc is regulated by the Central Bank of the United Arab Emirates.
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