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ALSO AVAILABLE ON ALEXA.
Asian markets are mixed this morning, while US futures are rebounding as traders look forward to
Wednesday’s FOMC meeting statement to gain clues about the timing of the Fed’s planned tightening.
Last week represented one of the worst stretches in over a year for global stocks, which lost 4%, with
the US tech-laden Nasdaq entering correction territory and down more than 7%, the S&P 500 more
than 5%, and EM equities only 1% in the red, and still marginally up year to date. The expectation of
shrinking central bank liquidity is causing a repricing out of more expensive assets, which explains the
underperformance of the US market within the developed benchmarks. Fast rising real rates have also
forced Investors out of speculative assets which had been all the rage as of just a few months ago.
Bitcoin has lost 17% so far in 2022, definitely challenging the commonplace notion that it could be a
safe-haven, and both a Goldman Sachs basket of loss-making tech companies and the Solactive Meme
Stock Index, tracking the darlings of social-media investors, have shed at least one fifth of their value
over the same period. Long-dated US yields touched a 2-year high, to reverse and end lower for the
week, while the yield curve flattened to reach close to its lows in 2021. The flight to quality capped yields
at the longer end of the curve, which is starting to discount that the Fed will curb growth while tackling
inflation. Amidst growing turmoil the US dollar rebounded, gold edged higher, while Brent crude traded
above $87 for the first time since 2014 as market conditions remain tight.
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Investors are looking forward to next week’s FOMC meeting, where the Fed is expected to signal that
it intends to raise policy rates in March, and soon after begin the process of shrinking its balance sheet,
by failing to replace the maturing bonds in its portfolio. The focus will be on policy normalization, as
most economists predict at least 25 basis points of tightening, while markets already discount four hikes
in 2022. Irrespective of what Powell will say, as the tapering of asset purchases proceeds and less
incremental liquidity flows into financial assets, markets will start to feel the bite and continue to wobble.
What is relevant is that this process has hot even started, at least judging from system liquidity as
gauged by financial conditions indices. Once the shrinking of liquidity begins to impact markets, and the
economy, the Fed will judge whether it can continue at the same pace, or rather will have to adjust, or
worst case even stop. Crunch time should be when the Fed will be raising rates even as it shrinks its
balance sheet. So, focusing now on the number of hikes is highly premature, when not even Fed officials
have full visibility on the whole process. We know that they are willing to sacrifice markets in order to
avoid a self-feeding wage-price spiral, given a red-hot labor market, but we are in the dark as to what
extent they are ready to push. Also, we should not forget that the tightening is not at all on autopilot,
since the Fed is removing liquidity as the economy is slowing. The spread between the yields on the
10- and the 2-year treasury notes is at 76 basis points, which as a coincidence happens also more or
less to be in line with the average degree of tightening in a Fed cycle. In other words, just by raising
rates as per plan the yield curve could get inverted, pointing then to a recession about one year down
the road.
The earnings season, in full swing next week, failed to cheer investors. Actually, financials were
amongst the worst performers, following mixed results from some sector heavyweights. Investment
banking results were strong, whereas trading revenue and loan growth offered a more clouded picture,
and higher expenses on rising compensations acted in general as a drag. Of the three major banks
that reported, Bank of America smashed expectations, Morgan Stanley exceeded and Goldman Sachs
disappointed. Bank of America comes out as one of the best managed banks and poised to benefit the
most from rising interest rates. Morgan Stanley, which pivoted to wealth management after the financial
crisis, profited from surging trading activity and deal-making. As for other sectors, Netflix was heavily
punished for reporting underwhelming subscriber growth rates, falling more than 20% in one day. And
last week the old economy definitely beat the new economy, with Procter & Gamble standing out in
terms of revenue growth and Schlumberger providing a set of solid results and a bullish outlook.
Investors did not miss out on a good share of rising geopolitical tensions either. Warnings that Russia
was ready to invade Ukraine only increased and attempts at solving the crisis via diplomacy failed.
Although this is one of the many issues to be tackled on Biden’s agenda, it is becoming more than just
a headache. Washington and his Western allies seem reluctant to intervene directly, and would rather
opt for sanctions, which anyway would end up hitting the European countries, big importers of Russian
natural gas, disproportionately. The United States remains the primary superpower, but one gradually
losing diplomatic clout as the regional power of other nations increases.
Week ahead: This week will see the release of the January readings of consumer confidence and
consumer sentiment, as well as the readings on Markit’s manufacturing and services surveys. Reports
on December pending and new home sales, as well as the December report on personal consumption
expenditure are also expected. A two-day Federal Open Market Committee will be concluded with a
statement
Wednesday
afternoon.
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 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 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 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 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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