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The minutes of the January FMOC meeting, and the unfolding of the Russia-US standoff must
have been top of mind for investors, with the hope that the economy remains resilient enough
to tide markets over very stormy waters. In a week marked by risk aversion, US and European
stocks lost slightly less than 2% across the major indices, emerging markets outperformed but
still lost ground, treasuries gained and gold surged on a safe-haven bid. Brent crude saw some
profit taking and the US dollar was little changed. Investors will have to find their way in the
quagmire of the substantial tightening planned by the Fed and rising geopolitical risks, and
playing offence and defence at the same time could be a sensible strategy. We implemented
our TAA Committee decision to proceed to a reduction of our large treasury underweight,
triggered by the yield on the 10-year note closing above the 2% threshold. Treasuries
subsequently rallied and the current episode of risk aversion could have more to go. We
expect further drops in equities, which at some point would be conducive to gradual risk taking
in our portfolios. Gold is acting as a safe haven and could easily rise above $2,000 in case of
a Russian invasion, whereas hedge funds in our model portfolios are fulfilling the purpose of
reducing portfolio volatility while remaining invested.
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The Ukraine crisis is the worst in a decade, and should it have to do more with NATO’s
continued expansion, as Putin complains, rather than simply with “Russia bullying Ukraine”, it
would be much more complex to solve than initially thought. Although it seems that the West
would avoid a direct intervention, an invasion would still cause a spike in energy prices sharply
affecting markets and the economies. As long as uncertainty persists, negative sentiment is
going to weigh on risk assets, compounding the effects of the withdrawal of central bank
stimulus. So far equities have been the clear losers, alongside Ukraine, while gold the winner,
alongside both Biden and Putin. A meeting between US Secretary of State Blinken and
Russian Foreign Minister Lavrov is scheduled this week in Europe, although Biden continues
to prognosticate an invasion almost daily, Vice President Harris said that “Putin has made his
decision. Period”, and Russia and Belarus have decided to extend joint drills near the
Ukrainian border.
The minutes of the latest Fed meeting suggest so far little inclination towards a shock and awe
approach to contain the highest inflationary pressures in four decades, implying that Fed
officials remain cognizant of the ongoing slowdown phase and still expect price gains to be
eventually contained. A reactive, rather than proactive approach still prevailed, as ‘most’ on
the committee are ready to remove accommodation more quickly in case inflation is stickier
than expected. Consensus within the Fed seems to gravitate around the view that economic
data warrants four or five 25-basis-point rate hikes this year, to be started soon in March, but
well short of hiking at every meeting. For the time being markets may then have reached peak
hawkishness, with more than six hikes discounted in the next twelve months. The inflation and
retail sales figures since January have been stronger than expected, so a 50-basis-point hike
at the March meeting cannot be ruled out. Investors should also be mindful that the winding
down of asset purchases, only to be completed in March, has yet to make itself fully felt, and
no past episode of the end of a round of Quantitative Easing has so far failed to cause
significant bursts of volatility. Since the Fed has set itself the task of taming inflation, but not
at the cost of causing a recession, we think that there will be in the end a pain threshold in
terms of negative market performance it will be sensitive to.
Macroeconomic and policy divergence could not be more pronounced between the US and
China, the former with a red-hot labor market and a central bank in full tightening mode, the
latter dealing with the fallout from an unravelling real estate sector and the PBoC shoring up
the economy via a newly-started easing cycle. The released inflation figures confirm the
growing dichotomy. In the United States the Producer Price Index jumped 9.7% in January,
pointing to unresolved supply-chain bottlenecks and following a CPI release the previous week
at a four-decade high. Should US inflation recede as expected, it would most likely be settling
at levels well above both pre-pandemic trends and the Fed’s target. On the other hand, the
governor of the PBoC said that inflation in China is “generally mild”. PPI inflation dropped to
9.1% in January, while CPI eased to 0.9% YoY on food deflation, hence the dovish stance of
the Chinese central bank. Policy divergence should trigger substantial Renminbi weakening,
which in turn would be a net negative globally as China would be exporting the deflation that
the Western central banks have been fighting with no respite. US retail sales were well above
expectations, pointing to a solid labour market and no growth scare in sight, helping risk assets
avoid a deeper plunge. Yet, the US Leading Index unexpectedly fell by 0.3% in January,
weighed down by higher jobless claims, lower consumer expectations and stock prices.
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Growing geopolitical risks overshadowed the two-day G20 finance-minister meeting held in
Indonesia at the end of the week, where the ministers recommitted to a global corporate tax
deal going live next year. More echo had the G7 foreign minister meeting on Saturday, where
they called on Russia “to choose the path of diplomacy” and de-escalate.
Week ahead. Monday - Covid restrictions are lifted, with Australia reopening its borders and
UK Boris Johnson set to announce end of covid restrictions. PMI surveys will be released for
the euro area, the UK and Australia. Tuesday - release of Germany IFO business survey and
US Conference Board Consumer Confidence. Wednesday - CPI released in the euro area.
Thursday - GDP release in the US. Friday - Personal Consumption Expenditure report,
Durable Goods and University of Michigan Consumer Sentiment in the US.
Stay safe.

MAURICE GRAVIER
Chief Investment Officer
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 n ot 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 su bject to the terms and 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 personal 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 t o 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 Financial Con duct 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.
For contact information, please visit www.emiratesnbd.com
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