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EURO ZONE CONFIDENCE RETURNS

e Growth forecasts rise in Europe as some confidence returns

e European Central Bank has calmed nerves but not solved the
problems

e Negotiations continue in Greece but political interference does not
help

¢ Regional bond markets to benefit from low US $ interest rates

e Gold one of the best asset classes in January

It is easy to get carried away with a positive view of the markets. Interest rates are falling,
markets are rising and global economic activity has surprised to the upside. To be sure the
European’s have at least stabilised the crisis. However we have to remain mindful that stability
does not mean solutions. Europe faces a multi-year adjustment of very low growth, high
unemployment and a fragile financial sector. We remain cautiously optimistic recognizing that a
slip up in Europe still has the power to drag down the markets after the recent rally.

Global economic data has gently surprised to the upside on a broad front in recent weeks.
Indeed even in the Euro area we have seen economists upgrading their 2012 GDP growth
forecasts. The flash estimate of European area industrial confidence for January improved from
48.3 to 50.4, well ahead of market expectations. In particular German and French confidence
improved reflecting more stable financial conditions. The overall level of Euro zone confidence
is consistent with a Euro zone economy that is marginally growing rather than in recession.

There is no doubting that European Central Bank action to stabilise the Euro zone financial
system has worked. Late last year the ECB gave the banks the opportunity to swap illiquid
poor quality assets for higher quality capital for a period of three years. The banks were thus
able to materially improve their balance sheets without having to resort to the panic selling of
assets at distressed prices. In late February the ECB will again offer a further tranche of the
same facility. We expect a number of Euro zone financial institutions to take the opportunity to
rebuild their balance sheets. With €1.2 trillion of bank debt maturing in the next two years banks
will want to use the opportunity to prefund themselves.

The greater confidence in the Euro zone has led to materially lower long term interest rates in
much but not all of the Euro zone. Italian 10 year yields have fallen below 6% and Spanish
yields below 5%. German 30 year bond yields have fallen to the lowest level (2.6%) since the
inception of the Euro. However it is not all good news. Portuguese 10 year yields have risen to
a record high of 14.5%.

Let's not fool ourselves — there may be a good measure of positive news there are also a
number of challenges. The situation in Greece continues to lurch backwards and forwards.
Negotiations to restructure Greek debt continue without conclusion although expectations are
still high that an agreement can be reached. More disturbing is the attitude of the IMF and
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certain Euro zone governments that believe they can in some way dictate to Greece what they
can and can't do with taxes and government spending. Greece is a democracy where the
people choose their leaders. For other countries to suggest that they would impose their will on
a sovereign country is obscene. The imposition by any unelected officials on a Greek nation is
a recipe for geopolitical disaster. The IMF, French and German governments need to back off.

Low dollar interest rates could be with us for some time to come. In the first ever survey of US
Federal Reserve governors the majority view was that the US would maintain near zero interest
rates until 2014. Dollars could be flowing around the world seeking enhanced returns for some
time to come. We cannot stress strongly enough the potential upside for regional bonds and
emerging market bonds. A near zero interest rate until 2014 would encourage more and more
investors to seek out other dollar or dollar linked fixed income securities such as Dirham bonds
for enhanced vyield.

It may be difficult for equities to push too much higher unless there is some particular positive.
The markets are getting close to their recent three year high which may prove to be something
of a challenge for the markets in the near term. To push through these levels will require even
greater confidence that the news flow will remain consistently positive. In the very near term
attention will remain on fourth quarter company results. In the US, with about 20% of
companies having reported around 60% of companies have reported profits ahead of
expectations. In Europe there is more of a struggle as earnings forecasts for 2012 continue to
fall reflecting the weakness of the economy in the fourth quarter. The recent improvement in
industrial confidence has yet to lead to companies signaling that profit growth is also improving.

The early part of the year has seen the partial recovery of the Indian financial markets.
Investors were given a positive surprise last week when the Central Bank surprised investors by
cutting the reserve requirements of banks by 50 basis points. The reserve requirement was
previously aggressively increased to curb lending by banks. In the year-to-date foreign
investors have bought US$700million of cash equities and US$200million of fixed income
securities. We are still skeptical that the Indian equity market can give consistent positive
returns to investors this year. The Indian equity market trades at a relatively high valuation
compared to other emerging markets and the economy is still not clear of problems. Indian
economic growth will be constrained by the need of the government to rein in spending. Without
spending cuts the central bank is unlikely to give the interest rate cuts markets desire.

As at late January Gold was the best performing asset class in the year-to-date with a return of
close to 11% to a price of $1730. The recovery from the slump to 1550 in late December is all
the more remarkable given the marked weakness of demand from India seen in late 2011. The
Fed’'s statement that US interest rates will remain low for longer has provided a further spur to
demand for gold. Low interest rates mean that investors do not have to forgo significant
interest income by investing in gold. Gold has also benefitted from news of persistent buying by
Chinese institutions and individuals.
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DISCLAIMER

While ENBD uses reasonable efforts to obtain information from sources which it believes to be reliable, ENBD makes no
representation that the information or opinions contained in this publication is accurate, reliable or complete and 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.

This publication is provided on a confidential basis and is for informational uses only and is not intended for trading purposes.
Data/information provided herein are intended to serve for illustrative purposes. The data/information contained in this publication
is not designed to initiate or conclude any transaction. In addition, the data/information contained in 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 ENBD does not guarantee the sequence, accuracy, completeness,
or timeliness of information contained in this publication 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 ENBD is a party.

None of the content in this publication constitutes a solicitation, offer, opinion, or recommendation by ENBD 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. 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. Accordingly, anything to the contrary herein set forth
notwithstanding, ENBD, 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; (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 ENBD, 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 ENBD HAS
BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH DAMAGES, ARISING FROM THE USE OF THIS
PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR
LOST BUSINESS.

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. 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.

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.

In publishing this document ENBD is not acting in the capacity of a fiduciary or financial advisor.

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. ENBD may use different models, make valuation adjustments, or use different
methodologies when determining prices at which ENBD is willing to trade financial instruments and/or when valuing its own
inventory positions for its books and records.

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.. Past performance is not necessarily a guide to future performance. Estimates of future performance
are based on assumptions that may not be realized. Before making an investment, investors should consult their advisers on the
legal, regulatory, tax, business, investment, financial and accounting implications of the investment.

Recipient Acknowledgements

In receiving this publication, you acknowledge and agree that there are risks associated with investment activities. Moreover, you
acknowledge in receiving this publication that 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 you.

You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment
and that the information contained herein is not to be used as an indication for the future performance of any investment activity.
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You acknowledge that this publication has been developed, compiled, prepared, revised, selected, and arranged by ENBD 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 ENBD 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 you and ENBD,
at all times be and remain the sole and exclusive property of ENBD and/or other lawful parties. Except as specifically permitted in
writing, you acknowledge and agree that you may not copy or make any use of the content of this publication or any portion thereof.
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with this publication, or the
names of any individual participant in, or contributor to, the content of this publication, or any variations or derivatives thereof, for
any purpose.

YOU AGREE TO USE THIS PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL 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. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY INFORMATION CONTAINED IN THIS
PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF ENBD. YOU MAY NOT
COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA CONTAINED IN
THIS PUBLICATION. YOU 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 ENBD. THE
INFORMATION CONTAINED IN THIS PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU
MAY NOT USE THE DATA IN THIS 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 ENBD 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 ENBD’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 THIS PUBLICATION
IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THIS PUBLICATION AND ANYTHING CONTAINED HEREIN, IS
PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT ENBD 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.

ENBD is licensed and regulated by the UAE Central Bank.

Additional Information for the United Kingdom

This publication was prepared by Emirates NBD Bank PJSC in United Arab Emirates. It has been issued and approved for
distribution to clients by the London branch of Emirates NBD Bank PJSC which is authorised and regulated by the FSA. 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 FSA and you will not receive all the protections afforded to retail customers under the
FSA regime. Changes in foreign exchange rates may affect any of the returns or income set out within this publication.

Please contact your UK Relationship Manager for further details or to discuss the contents of the publication

To find out more on ENBD, please visit www.emiratesnbd.com

Additional Information for 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 of Singapore branch. Emirates NBD PJSC Singapore Branch holds a wholesale banking license issued by
The Monetary Authority of Singapore and regulated under the Financial Advisers Act ‘FAA’ Chapter 110 and The Securities and
Futures Act ‘SFA’ Chapter 289. Any services provided by Emirates NBD Bank PJSC outside Singapore will not be regulated by
the FAA and SFA and you will not receive all the protections afforded to retail customers under the SFA & FAA regime (where
appropriate).

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

To find out more on ENBD Singapore Branch, please visit www.emiratesnbd.com
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