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Inflation and central bank policy were in the driver’s seat last week. Although the June CPI printed at a
41-year high, suggesting that the Fed has more work to do to achieve price stability, market reaction
was relatively muted as investors looked through high inflation. Equities closed in negative territory, but
well off the lows touched in the five days through Friday. The S&P 500 lost 0.9% and the Nasdaq 1.6%.
Growth concerns gained the upper hand, as the 10-year treasury yield was down by more than 15 basis
points, crude oil shed 5.6% and the US dollar closed at a 20-year high.
All eyes were on the CPI release, above expectations and pointing to broadening price pressures, thus
related to the day-to-day functioning of the economy, rather than to reopening categories. The reading
was at 9.1% YoY for the headline index, a multi-decade record, while the core printed at 5.9%, a whiff
below the May figure and indicating that the core CPI may have peaked in March, at 6.5%. Medical
services and rent recorded new monthly highs, quite a headache for the Fed determined to bring the
inflation genie back in the bottle. Hence, markets briefly priced in increased odds of a 100-basis-point
hike in July, of which Atlanta Fed’s Bostic voiced wariness on Friday. But judging future inflation just by
its current reading is like looking into the rearview mirror, and with a delay. Treasury yields, both
nominals and reals, closed the session below where they were trading pre-CPI. On Friday longer-term
inflation expectations as per the University of Michigan survey printed at 2.8%, a one-year low. Equities
failed to make new lows for the year and the S&P 500 Information Technology Index was down only
0.3% for the week, not exactly a sign of panic for the inflation outlook. The Bloomberg Commodity Index
closed down as well and more than 15% below its June high. Overall, investors are looking through
current inflation and must be taking the view that the Fed’s tightening will be impacting growth and
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ultimately taming price pressures as well. The big unanswered questions are how fast will inflation
recede and how deeply growth be curtailed.
One of those questions was answered unequivocally by Bill Dudley, ex NY Fed governor, assessing
the consequences of the monetary tightening in his timely Bloomberg column. In his view
unemployment will necessarily have to rise “significantly”, and “even an 0.5-percentage-point increase
would probably mean a recession, because that’s what has always happened in the past” when it
breached that threshold. Also, the Fed will have to be confident enough that inflation has been tamed
before stopping tightening, let alone reversing policy. And this is completely at odds with the market
view that the Fed will be easing sooner rather than later, with Eurodollar contracts now implying rate
cuts already after February 2023. Overall, the treasury yield curve is in agreement with this analysis.
The 10y2y term spread, the difference between 10- and 2-year treasury yields, is currently deeper in
negative territory than it was in 2006, a warning signal about a future hard landing.
The week was rich in macroeconomic releases, with retail sales, the Fed’s Beige Book, industrial
production, as well as the previous week’s employment report and the Institute for Supply
Management’s activity indices highlighting the slowdown phase. But the NFIB Small Business Outlook
Index released on Tuesday, with a good track record as a forward-looking measure of economic
conditions, recorded an all-time low.
JPMorgan and Morgan Stanley kicked off the much-awaited earnings season, followed by Citigroup
and Wells Fargo. Overall, bank earnings were underwhelming, with weakness driven by investment
banking, mortgages and loan-loss provisions, while positive momentum was maintained in loan
portfolios and net interest margins, with trade business remaining strong. JPMorgan and Morgan
Stanley showed bigger than expected declines in Q2 profits, with net income down in the order of 30%,
the first earnings miss since the start of 2020. Although Citigroup beat both on bottom- and top-line
estimates, while JPMorgan disappointed on both, still its net income dropped by 27% versus a year
ago. Citigroup stock jumped 13% on Friday. Mortgages were down across the board on rising interest
rates, and this impacted Wells Fargo the most, being the largest mortgage lender. Overall, bank results
highlighted that consumers and businesses remain healthy, though the outlook highly uncertain.
China GDP grew by 0.4% in Q2, the slowest pace since the country was first hit two years ago by the
pandemic. Beijing’s zero-tolerance approach to the virus must have played a significant role and the
country now is on track to miss its 5.5% growth target for 2022 by a wide margin, also contributing to
deflationary pressures globally at a time of heightened recession concerns. Making matters worse, fixed
asset investments continued to slump, pointing to no improvement in the beleaguered property sector
accounting for 20% of GDP. The economic outlook will hinge on the ability of the authorities to contain
outbreaks and the amount of stimulus they are willing to inject in the economy.
Joe Biden travelled to the Middle East and told local leaders on Saturday that “America is not going
anywhere”, meaning that the US would not leave a power vacuum benefitting China, Russia and Iran.
The visit was also meant to urge the oil-exporting countries to boost crude production in the attempt to
reduce global inflationary pressures. One must wonder why the Unites States cannot produce more as
one of the very few spare suppliers, rather than seeking the help of other countries.
Stay safe.

Chief Investment Office
Wealth Management,
Emirates NBD.
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DISCLAIMER
Reliance
Emirates NBD Bank PJSC (“Emirates NBD”) uses reasonable efforts to obtain information from sources which it believes to be reliable, however, Emirates
NBD makes no representation that the information or opinions contained in this publication are accurate, reliable or complete and should not be relied on
as such or acted upon without further verification. Opinions, estimates and expressions of judgment are those of the writer and are subject to change without
notice. 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. Data/information provided herein are intended to serve for illustrative purposes and are not designed to initiate or conclude any
transaction. In addition 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 Emirates NBD does not guarantee the sequence, accuracy, completeness, or timeliness
provided thereto by unaffiliated third parties. Moreover, the provision of certain data/information in this publication is subject to the terms a nd conditions
of other agreements to which Emirates NBD is a party. 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. The information and opinions contained in Emirates NBD publications are provided for persona l use and informational
purposes only and are subject to change without notice. The material and information found in this publication are for general circulation only and have not
been prepared with any regard to the objectives, financial situation and particular needs of any specific person, wherever situated
Confidentiality
This publication is provided to you upon request on a confidential basis for informational purposes only and is not intended for trading purposes or to be
passed on or disclosed to any other person and/or to any jurisdiction that would render the distribution illegal. The investor 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 Emirates NBD or construct a database of any kind.
Solicitation
None of the content in this publication constitutes a solicitation, offer, opinion, or recommendation by Emirates NBD 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 and further does not provide
any fiduciary or financial advice.
Third party
The security or investment described in this publication may not be eligible for sale or subscription to certain categories of investors. 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.
It is 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 or used by a third party without the express consent of Emirates NBD. The investor may not use the data in this
publication in any way to improve the quality of any data sold or contributed to by the investor to any third party.
Liability
Anything to the contrary herein set forth notwithstanding, Emirates NBD, 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; or (b) loss or damage arising f rom 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 or lost 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, 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.
Forward 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. Undue 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 or implied in the
forward-looking statements. Estimates of future performance are based on assumptions that may not be realized.
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DISCLAIMER
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 or implied, 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 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.. 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 herein is 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 c ertain 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 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, the investor may not copy or make any
use of the content of this publication or any portion thereof. Except as specifically permitted in writing, the investor 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, the investor agrees 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, the investor 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 the investor or, except as otherwise provided with Emirates NBD,
prior written consent. The investor has no ownership rights in and to any of such items.
Emirates NBD is licensed and regulated by the UAE Central Bank.
United Kingdom
This publication was prepared by Emirates NBD Bank PJSC in the United Arab Emirates. It has been issued and approved for distribution to clients by the
London branch of Emirates NBD Bank PJSC which is authorized by the Prudential Regulation Authority and regulated by the Finan cial 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 PJSC outside the UK will not be regulated by the FCA and you will not receive all the protections afforded to retail
customers under the FCA regime, such as the Financial Ombudsman Service and the Financial Services Compensation Scheme. Changes in foreign
exchange rates may affect any of the returns or income set out within this publication.
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 by the
Singapore branch of Emirates NBD Bank PJSC which is licensed by the Monetary Authority of Singapore (MAS) and subject to appl icable laws (including
the Financial Advisers Act (FAA) and the Securities and Futures Act (SFA). Any services provided by Emirates NBD Bank PJSC outside Singapore will not be
regulated by the MAS or subject to the provisions of the FAA and/or SFA, and you will not receive all the protections afforde d to retail customers under
the FAA and/or SFA. Changes in foreign exchange rates may affect any of the returns or income set out within this publication.
Please contact your Relationship Manager for further details or for clarification of the contents, where appropriate.
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www.emiratesnbd.com

Emirates NBD Bank (P.J.S.C.) is licensed by the Securities & Commodities Authority and subject to regulation, supervision and control of the Authority.
Head Office : Baniyas Road, Deira, PO Box 777, Dubai, UAE.
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