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Between arock and a hard place

¢ Onceagain, hopes for positive geopolitical developments did not turn into factual breakthrough last week
e Mostasset classes were under pressure fromrising energy prices, interestrates, and inflationary risks
e Wedidn’t change our positioning and are prepared for more volatility ahead
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Markets held their breadth last week ahead of the China-US Asset Classes USD % total. Return, week and YTD 2026
Summit, with hopes for a geopolitical breakthrough which
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didn’t happen. The Summit was not a failure and showed a 19.5
. . ) Global Real Estate 7.8
constructive relation between the world’s two superpowers.
s . MSCI World (DM) 7.6
But not much happened to address the world’s most crucial
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concern: the Hormuz crisis is damaging activity and pushing )
. . . . Hedge Funds (index) 3.7
inflation higher, and each day of status quo has a serious cost.
USD Cash 1.4
Higher price pressures are obviously the main risk, as the DM High Yield 1.0
disruption of energy and petrochemicals spills over across the EM Debt (USD) 0.3 Week
goodssectoraswellastoanumberof services. Global activity DM Credit  _g.7 ee
is not yet in a concerning state, but it’s worth noting that the DM Gov. bonds .13 YTD 2026
current main source of growth, that is capex;, is not helping on
theinflation front either.
No surprise then that global interest rates materially rose last
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week, with a strengthening dollar, putting combined pressure

on all asset classes, especially the most sensitive to these Group Chief Investment Officer

factors such as emerging markets, real estate or gold.

There is no easy fix for this predicament, complex and
unpredictable in nature. Central banks can act to squeeze
demand with rate hikes, but the current issue is not excess
demand. Monetary policy cannot create molecules or open
the Strait of Hormuz. As markets are increasingly expecting
tightening, they may soon fearits consequences on activity.

It’s also a conundrum for asset allocators. We didn’t change
our positioning last week and intend to stomach the volatility
while keeping areasonable active overweight on our medium-
term fundamental convictions such as gold and stocks from
emerging markets. But we could see serious volatility.

The week ahead will provide numbers on inflation in Europe,
some colour on the global economy with the flash PMls, a
glimpse into the Fed board mood with the FOMC minutes, as
well as Nvidia’s quarterly results. But geopolitics are definitely
the single mostimportant factor fornow. Have a great week.
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Cross-asset Update

Itis the time to talk about inflation, with the underwhelming data
releaseinthe United Statesagoodreasontotackle thetopic.The
April U.S. CPI YoY%, and all the more the PPI, were above
expectations, the PPl being more relevant, as today's PPl feeds
into tomorrow's CPI. Price pressures will go up. Commodities
have recorded new highs for the year. The unprecedented
closing of the Strait of Hormuz will put a premium on crude prices.
And bond yields have started to respond globally, rising both at
the shorter and at the longer end of the curve in the major
developed countries. They willbe a temporary drag on the equity
rally. Thisis signal, though it seems to be confined to the here and
now.

Indeed, we have many years of rising price pressures ahead of us.
Itis Scarcity, the new regime, taking over from Efficiency. This is
the lasting signal. Countries compete for resources and are
willing to confront each other for that. Competition for basic
materials is driven by the Al race and the arms race. We are all
wonderingif hyperscalers willkeep oninvesting, while we are less
concerned about the US consumer. We have shifted from a
consumer-driven economy and Fed-inflated market to an
investment-driven economy that also supports markets
alongside government expenditure. More investments and
government, less consumption and Fed. This is the hallmark of
high-pressure economies. Investments and deficits are higher
growth multipliers than consumption. No wonder inflation will go
up. This will last for years, insofar as heavy investments continue.
They will. We mentioned Al and rearmament. And we have not
even mentioned global fracturing, "just in case" versus "just in
time", tighter labor markets, and what more. And, yes, the Al
enthusiast will say that it doesn't matter, as Al has disinflationary
pressures. Even the internet had, yet the Y2K bubble was
followed by a decade of rising commodity prices. And, by the
way, Alitselfis contributing to energy supply bottlenecks with the
building out of energy-hungry data centers. It is all about how
many factors are stacked in favor of inflation or against.

Gold failed to impress for the week despite higher inflation
readings. The tightening of financial conditions due to the global
supply shock took its toll across asset classes, and the yellow
metal was no exception in this regard. Yet rising Treasury yields
willeventually force a decision onthe Washington administration:
eitherasofterstanceinits geopolitical calculations or the Fed will
have to intervene to reestablish more market-friendly liquidity
conditions.

We can squint at any data release. But the regime has changed,
price pressures will increase. The main asset allocation
implication is that equities and bonds will underperform
commoditiesin the current secular cycle. And they already are.
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Fixed Income Update

Last week, the fixed income landscape was dominated by the
persistent US-Iran conflict, which continued to fuel concerns
about inflation. Brent crude prices remained elevated above $110
per barrel after the Trump-Xi summit in Beijing failed to resolve the
Strait of Hormuz standoff, leading to the most significant bond
market downturn seen in a year. Macroeconomic data added to
the strain, with consecutive US inflation readings showing CPI
acceleratingtoroughly 3.8%, wellabove the Federal Reserve’s 2%
target. This reinforced expectations that the Fed will maintain
higher interest rates for an extended period. In fact, OIS swaps
priceinafullrate hike by March 2027, aview we don’t subscribe to.
We changed our year-end fair value for the 10-year US Treasury
yield to 4.3% as ENBD Research now anticipates the Fed to be on
pause fortheyear.

Sovereignyield curves saw marked upward shifts across almost all
major markets by Friday, with the long end of the curve
experiencing the most pronounced selloff. The US 30-year
Treasury yield closed at 5.13%, the highest since October 2023,
while the 10-year yield climbed to 4.59%. The UK gilt market was
particularly impacted, with the 10-year gilt yield jumping 16 basis
points on Friday to reach 5.15%, its highest level since 2008,
Domestic political uncertainty, notably surrounding Prime Minister
Starmer’s leadership, added an extra risk premium to gilts on top
of global inflation concerns. The US 10-year Treasury yield
breached the 4.5% mark. The bulk of the increase in yields
stemmed from rising real yields, as inflation expectations have
remained stable. We continue to believe that a resolution to the
ongoing Middle East conflict will be crucial for short-term bond
yield movements; any positive developments could trigger a
strongrally in government bonds.

In contrast to the government bond selloff, corporate credit
spreads generally tightened last week. Investors rotated into
credit, drawn by higher all-in yields and solid corporate earnings.
However, the catalyst in the form of robust earnings is over and
credit's globalrally continues to underprice war risks. Despite Asia
being an energy importer, Asia credit trades inside the US and
underprices energy and stagflation risks. Venezuela, on
Wednesday, announced the start of a comprehensive public debt
restructuring, appointing Centerview Partners as financial advisor
to ensure the process complies with all legal and regulatory
requirements.

MENA |G credit remains resilient. However, Bahrain continues to
face constraints from elevated debt levels and negative rating
pressures, while Egypt’s widening spreads reflect concerns over
FX liquidity and high real rates. Dar al Arkan has mandated the
issuance of a new five-year US dollar sukuk, intended to refinance
its outstanding $400 million obligation due in February 2027. For
the first quarter of FY26, the company reported revenues of $310
million (up 5.9% quarter-on-quarter), EBITDA of $128 million (up
36% quarter-on-quarter), and net profit of $69.3 million (down
39% quarter-on-quarter).

Fixed Income Key Convictions
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Equity update

Global equities had actually been having a good week for most of
the period, but Friday changed the final shape of the performance.
The S&P 500 moved above 7,500 for the first time, Nvidia’s rally
brought its market value close to $6 trillion, Cisco jumped after a
strong outlook, Cerebras surged on debut, and Applied Materials
gave a strong forecast after the close. The problem came at the
end of the week, when higher oil prices, rising bond yields and the
unclear outcome of the Trump-Xi summit forced markets to
reassess how much good news was already priced in. The summit
produced some positive language around US-China
engagement, but it did not deliver a clear breakthrough on
Hormuz, tariffs or export controls, which mattered because
markets had been hoping China could help move the Iran situation
toward a more stable outcome. Even with that, the S&P 500 still
finished the week slightly higher at 0.2%, but the broader global
picture was weaker, with MSCI ACWI down 0.5%, developed
markets down 0.3% and emerging markets falling 2.5%.

The US still looked better than most regions because the earnings
story remains very strong. With 91% of S&P 500 companies having
reported actual Q1 results, earnings growth is running at 27.7%
versus expectations of 13.0% at the start of the season. That is the
main reason markets were willing to look through a lot of the noise
earlier in the week. But the Al trade, which has been the biggest
driver of the rally, started to look more vulnerable once oil and
yields moved against it. The issue is that after such a sharp rally,
especially in chip stocks, valuation and positioning became more
important. OnFriday, the semiconductorindexfellaround 4%, and
names such as Nvidia, AMD, Arm and Intel weakened as markets
took profits in the parts of the market that had moved the most.
Nvidia’'sresults thisweek onthe 21stnowbecome the key event for
the whole Al trade. The stock has been one of the biggest engines
behind the recent move in US equities, so markets will be looking
not just at the headline numbers, but also at data-center demand,
forward guidance, margins, supply constraints and whether the
company can still justify the scale of the recent rerating.

Outside the US, the weakness was clearer because most regions
had less Al support and more exposure to the parts of the story
that deterioratedlateinthe week. Europefell 0.6%, withthe region
still struggling to turn selective earnings strength into a broader
rally. China fell 2.5% after the Trump-Xi summit failed to excite
investors. There was discussion around trade, Boeing orders and
better engagement, but no major concrete policy shift, and that
disappointedamarketthathad openedthe week hopingformore.
Emerging markets fell 2.5% as China weakened and Asian
technology saw profit-taking after the previous week’s strong Al-
led rally. Japan was the relative bright spot, with TOPIX up 0.9%,
although the week ended softer as rising domestic yields, BOJ
warnings about broader summer price increases and weakness in
Al-linked stocks weighed on sentiment. Dubaifell 3.3%, reflecting
the renewed regional risk premium around Hormuz and higher oil
volatility. ADNOC'’s listed companies delivered resilient Q1 results
with $11.8 billion in revenue, $3.7 billionin EBITDA and $2.2 billion in
net profit. So, the week was not really about equities breaking
down. Itwas more about a strong Al and earnings-led rally meeting
atougherFriday test, and now the next test is Nvidia.
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Important Information

This document is prepared by Emirates NBD Bank (P.J.S.C) (“the Bank” or “Emirates NBD”), a public joint stock company incorporated in Dubai, UAE and licensed, regulated
supervised and controlled by the Central Bank of the UAE (“Central Bank”) and the Securities and Commodities Authority of the UAE (“SCA”), having its head office at Baniyas Road,
Deira, PO Box 777, Dubai, United Arab Emirates. This document may be distributed and/or made available by the Bank and its affiliates and subsidiaries, including Emirates NBD
Capital KSA CJSC (“ENBD Capital”) (through its website, its branches or through any other modes, whether electronically or otherwise).

Emirates NBD and its affiliates, subsidiaries and group entities, including its shareholders, directors, officers, employees and agents are collectively referred to Emirates NBD
Group. This publicationis prepared without regard to the individual financial circumstances and objectives of persons who receive it. Data/information provided in this publication
areintended solely forillustrative purposes for the general information orits recipients, irrespective of their customer classification as an Ordinary Investor or Professional Investor

under the SCA Regulations. Any person (hereinafter referred to as “you”, “your”) who has received this document or have access to this document shall acknowledge and agree
to the following terms.

Reliance

This publication may include data/information taken from stock exchanges or other third-party sources from around the world, which Emirates NBD reasonably believes to be
reliable, fair and not misleading, but which have not been independently verified. The provision of certain data/information in this publication may be subject to the terms and
conditions of other agreements to which Emirates NBD is a party. Opinions, estimates and expressions of judgment are those of the writer and are subject to change without
notice. Emirates NBD or any member of Emirates NBD Group makes no representation or warranty and accepts no responsibility or liability for the sequence, accuracy,
completeness or timeliness of the information or opinions contained in this publication. Nothing contained in this publication shall be construed as an assurance by Emirates NBD
that youmay rely upon oract on any information or data provided herein, without furtherindependent verification of the same by you.

The contents of this document are prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any other factors, including those
relevant to the determination of whether a particularinvestment activity is advisable. Emirates NBD does not undertake any obligation to issue any further publications orupdate
the contents of this document. Emirates NBD may also, at its sole discretion, update or change the contents herein without notice. Emirates NBD or any member of Emirates NBD
Group does not accepts no responsibility whatsoever for any loss or damage caused by any act or omission by you as a result of the information contained in this publication
(including by negligence).

Referencestoany financialinstrument orinvestment productin thisdocumentare notintended toimply thatan actual trading market exists for such instrument or product. Certain
investment products mentioned in this document may not be eligible for sale in some jurisdictions, and they may not be suitable for all types of investors. The information and
opinions contained in this publicationis provided for informational purposes only and have not been prepared with any regard to the objectives, financial situation and particular
needs of any specific person, wherever situated. If you wish to rely on or use the information contained in this publication, you should carefully consider whether any investment
views and investment products mentioned herein are appropriate in view of yourinvestment experience, objectives, financial resources and relevant circumstances. You should
alsoindependently verify and check the accuracy, completeness, reliability and suitability of the information and should obtainindependent and specific advice from appropriate
professional advisers or experts.

Confidentiality

This publication may be provided to you upon request (and not for distribution to the general public), on a confidential basis for informational purposes only, and is not intended
fortrading purposes or to be passed on or disclosed to any other person and/or to any jurisdiction that would render the distributionillegal.

Solicitation

None of the content in this publication constitutes a solicitation, offer, recommendation or opinion by Emirates NBD to buy, sell or trade in any security or to avail of any servicein
anyjurisdiction. This documentis notintended to serve as authoritative legal, tax, accounting, orinvestment advice regarding any security orinvestment, including the profitability
or suitability thereof and further does not provide any fiduciary or financial advice. This document should also not be used in substitution for the exercise of the prospective
investor’sjudgment.

Third Party

This publicationis 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.
Itis 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 orused by a third party without the express consent of Emirates NBD or its affiliates, subsidiaries or group entities distributing this document. You should not
use the datain this publicationin any way to improve the quality of any data sold or contributed by you to any third party.

Liability

Notwithstanding anything to the contrary set forth herein, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, successors, assigns, affiliates or
subsidiaries shall not, directly orindirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from 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, arising from the use of this publication, including but not limited to, loss of revenue, opportunity, or anticipated profits orlost 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, prospective investors should: (i) ensure that they fully understand the potential risks and rewards of that
transaction; (ii) determine independently whether that transaction is appropriate given an investor’s investment objectives, experience, financial and operational resources, and
otherrelevant circumstances; (i) understand that any rates of tax and zakat or any relief in relation thereto, as may be referred to in this publication may be subject to change over
time; (iv) consult their advisers on the legal, regulatory, tax, business, investment, financial and accounting implications of the investment; (v) understand the nature of the
investment and the related contract (and contractual relationship) including, without limitation, the nature and extent of their exposure to risk; and (vi) understand any regulatory
requirements and restrictions applicable to the prospective investor. Where this publication provides any information about Shariah compliant products, the Bank will not have
engaged a Shariah board (or similar body) to determine independently whether or not such products are compliant with Shariah principles. The Bank accepts no liability with
respect to the fairness, correctness, accuracy, reasonableness or completeness of any such determination or guidance by any Shariah board that has certified or otherwise
approved such products as Shariah compliant. Nothing contained in this publication shall be construed as a recommendation by the Bank to invest in such product. In deciding
whether to invest in Shariah compliant products, you should satisfy yourself that investing in such products will not contravene Shariah principles. You should consult your own
Shariah advisors as to whetherinvesting in such products is compliant or not with Shariah principles.
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Disclaimer

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. 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 orimplied 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 orimplied, 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 investment products mentioned in this document may neither be capital protected nor guaranteed and the value of
the investment product and the income derived therefrom can fall as well as rise and an investor may lose the principal amount invested. Investment products are
subject to several risks factors, including without limitation, market risk, high volatility, credit and default risk, illiquidity, currency risk and interest rate risk. It should be
noted that the value, price orincome of securities denominated in a foreign currency may be adversely affected by changes in the currency rates. It may be difficult
fortheinvestorto sell orrealise the security and to obtainreliable information about its value or the extent of the risks to whichitis exposed. Furthermore, the investor
will not have the right to cancel a subscription for securities once such subscription has been made. Prospective investors are hereby informed that the applicable
regulations in certain jurisdictions may place certain restrictions on secondary market activities with respect to securities.

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 hereinis 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 otherinformation 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, you should not copy or make any use of the content of this publication or any portion thereof or publish, circulate,
reproduce, distribute or offer this publication for sale in whole or in part to any other person over any medium including but not limited to over-the-air television or
radio broadcast, acomputer network or hyperlink framing on the internet or construct a database of any kind. 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. 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, you agree 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, you should not use any of the trademarks, trade names, service marks, copyrights, orlogos of Emirates NBD or its subsidiaries in any mannerwhich
creates the impression that such items belong to or are associated with you, except as otherwise provided with Emirates NBD’s prior written consent. You shall have
no ownership rightsinand to any of suchitems.

Emirates NBD CIO-Office Weekly - May 18, 2026



( cnibgll cnus ool eliy
Emirates NBD

Disclaimer

Importantinformation about United Kingdom

This publication was prepared by Emirates NBD Bank (P.J.S.C) in the United Arab Emirates. It has been issued and approved for distribution to clients by the London
branch of Emirates NBD Bank (P.J.S.C) which is authorised 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 (P.J.S.C) outside the UK will not be regulated by the FCA and you will not receive all the protections afforded to retail customers under the FCAregime, such as
the Financial Ombudsman Service and the Financial Services Compensation Scheme. Changes in foreign exchange rates may affect any of the returns orincome set
out within this publication.

Importantinformation about Singapore

This publication was prepared by Emirates NBD Bank (P.J.S.C)in the United Arab Emirates. It has beenissued and approved for distribution to clients by the Singapore
branch of Emirates NBD Bank (P.J.S.C) whichis 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 (P.J.S.C) outside Singapore willnot 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 orincome set out within this publication. Please contact your Relationship Manager for further details or for clarification
of the contents, where appropriate. For contactinformation, please visit www.emiratesnbd.com.

Importantinformation about Emirates NBD Capital KSA CJSC

Emirates NBD Capital KSA CJSC (“ENBD Capital”), whose registered office is at P.O. Box 341777, Riyadh 11333, Kingdom of Saudi Arabia, is a Saudi closed joint stock
company licensed by the Saudi Arabian Capital Market Authority (‘CMA”) under License number 37-07086 dated 29/08/2007G (corresponding to 16/08/1428H) to
deliver a fullrange of quality investment products and related support services to individuals and institutions in the Kingdom of Saudi Arabia. ENBD Capital is subject
to Capital Market Law, and Implementing Regulations in the Kingdom of Saudi Arabia

ENBD Capital's contact details are T+966 (11) 299 3900 and F +966 (11) 299 3955.

This document may not be distributed in the Kingdom of Saudi Arabia except to such persons as are permitted under the Investment Funds Regulations issued by the
Capital Market Authority.

The Capital Market Authority does not make any representation as to the accuracy or completeness of this document, and expressly disclaims any liability whatsoever
for any loss arising from, or incurred in reliance upon, any part of this document. Prospective subscribers of the securities offered hereby should conduct their own
due diligence on the accuracy of the information relating to the securities offered. If you do not understand the contents of this document, you should consult an
authorised financial adviser.
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