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CIO Statement

Volatility is back. With vigour and veracity.
Riding the wave of one-way positive
markets in 2017 and continued
synchronised positive fundamental
growth for most asset classes in Q1
2018, investors were rattled by
sudden volatility. Political bombast
and
acts
of
protectionism,
particularly from the US, drove
much of this distress among
investors faced with volatile, albeit
relatively flat markets YTD.
As we anticipated, instability
notwithstanding, fundamentals across
corporates and economies remains
robustly
positive.
Long-term,
however, this political rhetoric is
likely to lead to a more strained
global political environment and a
weaker USD.
Equity markets continue to fall prey
to an unorthodox White House,
unpredictable behaviour of the
world’s super powers, and the
threat of a potential trade war
between the Commanding Bald
Eagle and the Mighty Red Dragon.

We continue to maintain our view
that US equity markets should
deliver high single digit returns in
2018, with Emerging Markets also
expected to deliver positive returns.
Volatility can be managed through
investing in quality stocks and
dividend strategies.

Bond markets, as we expected, saw
the end in Q1 2018 to a multidecade raging bull. The mix of
inflation target maintenance, policy
normalisation and quantitative
easing made for rates volatility. The
Fed maintains that rate hikes are
warranted against a backdrop of
increased positive activity; the
cynics, however, would contend that
this position is merely a tactic to
provide the Fed with tools to stave
EMIRATES NBD WEALTH MANAGEMENT

off a future recession. Whatever the
tactics, support is strong for US 10year rates at levels of about 2.90%.

Bond markets offer varying degrees
of risk/reward returns: we are
neutral US high yield and – even in
the face of a more turbulent
experience than developed markets
– we are overweight GCC and
Emerging Markets. In fact, we
maintain our view that the GCC
continues to offer attractive yields
on both equities and bonds across
sovereigns and select corporates.
The GCC is ripe for positive growth.
The announcement from MSCI of
the KSA upgrade from “frontier” to
“emerging” is expected to occur in
Q2 2018, which should spur
positive equity market activity
across the GCC. Bahrain’s recent
discovery of its enormous shale gas
reserve – the largest in the world –
will put Bahrain back in the driving
seat, engage favourable sentiment
and encourage growth for the
Kingdom and its neighbours. The
UAE and the KSA remain the
strongest players, hosting the most
robust and resilient economies in
the GCC.
On the commodities front, gold
remains our choice for an attractive
hedging instrument, particularly so
in this volatile environment. Oil is
expected to remain resilient and,
subject to political stability and
production levels increasing, we
expect crude to average USD 60/b
in 2018.
Volatility is both a gift and a curse.
Managed properly, volatility can
reap rewards. Caught unawares,
volatility is a vulture’s paradise. It is
incredibly important to face the
markets with “eyes wide open”.
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Tariq Bin Hendi, PhD
Acting Chief Investment Officer

Volatility can
be managed
through investing
in quality stocks
and dividend
strategies.
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Q2 Equity Strategy
> Markets end Q1 lower on concerns about trade tariffs
> Maintain conviction on gains in 2018

> Strong earnings growth remains the backbone of equity performance
> Valuations reasonable and at long term averages

> Volatility will continue at normal levels; AI driven trades adding to sharp swings

> Differentiate the tech sectors: Avoid social media, buy cloud services and security

A lookback at Q1 2018
We maintain our view that in 2018,
equity markets will deliver high single
digit returns in developed markets
and low teen returns in Asian
markets, interspersed with bouts of
higher volatility, typical of economic
late cycles. The first quarter began
well for equity markets, yet ended
with most indices and sectors in the
red due to a number of factors,
including terse political rhetoric and
threats of trade wars.

As we enter the second quarter of
2018, we should not consider the
first quarter as an aberration, but
rather a return to normalcy. We think
this is a healthy resetting of markets
with forces pulling markets in two
directions. 2017 was unusually calm
with a strong global economy, which
remains a strong support.

Some of the outsized gains we saw
in 2017 have not been repeated in
2018. Technology which was the
main contributor to equity gains in
2017, is flat for the year. The lithium
sector which was the best performer
in 2018 is amongst the worst
performers in 2018. The shift to
electric vehicles is getting more
prevalent
with
most
large
automakers abandoning the internal
combustion engine prototype.
Demand for lithium or cobalt is not
decreasing, it’s just that the demand
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supply dynamics are reaching a
more stable equilibrium. AI
maintains centre stage in industry
and financial services, hence the
demand for high end semi
processors and the underlying
materials remains resilient.

The GCC equity markets, which
were a laggard in 2017 have
returned almost 10% in Q1 2018,
led by the KSA. Saudi equities
performance was boosted by
higher oil prices and inclusion in
global EM indices.

Exhibit 1: Asset Classes Returns: CY 2017 vs Q1 2018
Lithium

64%

-15%

AI

58%

2%

Genomics

47%

5%

Robotics

44%

1%

Semiconductors

40%

6%

Technology

38%

3%

MSCI EM

38%
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India Sensex

30%

-3%

MSCI World
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S&P 500
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Healthcare

25%
22%
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Japan Nikkei

21%
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Eurostoxx
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-3%

5%

GCC
-20%

-10%

Source: Bloomberg, as of 2 Apr 2018
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Some of the
outsized gains
we saw in 2017
have not been
repeated in 2018
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Q2 Equity Strategy

Over a longer period, equity markets generate the strongest return of
any asset class.
The MSCI World has returned an annualised 6% over the past 20 years.

Exhibit 2: MSCI All Country World Index – The Ups and Downs since Jan 2017
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Source: MSCI, Bloomberg, Reuters, Financial Times, Press Releases; Bloomberg data, as of 4 Apr 2018

Global growth remains on target,
with Asia the front-runner. GDP
growth for India and China is in the
+6% quantum. US economic
growth has been aided by
accommodative
fiscal
and
monetary policy which Europe
needs to follow. High earnings
growth leading to valuations
trending to long-term averages are
helping investors remain confident
about achieving reasonable returns
from the equity markets.
Global earnings growth estimates
for 2018 are in the low teens. The
stand out is the US which we focus
on as the largest contributor to
global equity performance. US Q1

earnings growth is estimated at 17%
and the forward Price to Earnings
ratio is at 16.6X which is close to the
long term average. Though the
economic cycle is late stage, the
probability of a recession remains
low. Overall financial conditions
have remained loose, in part due to
dollar weakness. But heading into
the second quarter, rising wages
and consequently rising inflation
pose potential headwinds to US
equities should they come in
stronger than market expectations.
The February equity sell-down was
triggered by investors’ concerns
over wage pressure in the US after
the January jobs report. Rising
wages negatively impact equity

prices, as they affect margins and
tighten the pace of rate increases.

Asia, which is in mid economic
cycle, provides the consumer base
for
companies
to
grow
exponentially.
Undemanding
valuations and accommodative
monetary
policies,
abundant
liquidity and stable currencies with
controlled inflation remain a recipe
for continued performance. Asian
equities now trade at 13.3X forward
earnings, well below developed
markets. Whilst a risk premium has
always been assigned to emerging
markets, it is time to recognise the
growing share of these economies
and their stock markets in the world.
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Q2 Equity Strategy

What’s behind the sharp market movements in 2018?

25
20
15
10
5
Apr-18

Mar-18

Feb-18

Jan-18

Dec-17

Nov-17

CBOE Volatility Index

reasons at times. Media coverage
on: an accident in a Tesla auto
piloted car; the Cambridge Analytica
scandal around the Facebook users’
data; President Trump singling out
Amazon as deleterious to retail and
real estate, are but a few examples
of what kept tech companies in
headline news. Social media
companies are facing increased
legislation and control of data around
privacy fears. After the recent sell off
from lofty levels, tech companies
valuations are very reasonable with
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The tech sector remains in the
limelight albeit for some of the wrong
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May-17

What had slipped from investor
minds was the undertaking of trade
tariffs by President Trump. This has
led to tension between China and
the US escalating and the possibility
of lower global growth. In a highly
globalised world countries are
entwined and interdependent on
each other. 60% of Eurostoxx
companies’ revenue comes from
overseas. Whilst only 31% for the
S&P 500 companies, it is still a
significant number.

Exhibit 3: The Return of Volatility to Normal Levels

Apr-17

Monetary policy in developed
markets is normalising as expected.
Higher interest rates were always
on the anvil in the US as inflation
approached the 2% target and
economic growth was strong.
Europe should follow with some
tightening but is still awaiting growth
and inflation to reach desired levels.
Asian countries follow the opposite
path and whilst controlling inflation,
have maintained stable rates.

the sector trading at 18.0X forward
earnings and promising twice the
revenue growth of the S&P 500 at
14% and an earnings growth in the
high double digits in Q1 2018.
We expect volatility to trade around
long term averages i.e. 20 for the
VIX Index. The spike of the VIX
index to 50 in February, earlier this
year caused by the unwinding of
short volatility strategies may not
recur. However, 2017’s unnatural
calm looks like an era of the past.
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Q2 Equity Strategy

Q2 2018: How do we position ourselves in a high volatility regime?
Quality: Companies with strong balance sheets and cash flows,
lower leverage and high ROE’s. Many of these companies have high
ESG (Environmental, Social & Governance) scores, as their
management keeps apace with global trends

Economies with strong growth: i.e. Asia, with a focus on India and
Hong Kong
Sectors with strong growth: Technology companies that are
focused on robotics, AI, internet retail, blockchain and cloud services
Defence: Both physical and cyber, remains at the forefront with
escalating geopolitical concerns and cyber attacks
Dividend strategies: Oil majors have reduced debt and higher oil
prices are ensuring strong cash flows
US Banks: Beneficiaries of higher yields

Quality will always
outperform and
the recent sell off
has brought
elevated valuations
back to normal
levels. Strong
earnings growth
remains
supportive of
equity markets.

Underweight sectors: Social media. We are also tactically underweight industrials and aerospace till trade
negotiations fall into place.
Exhibit 4: Our positioning across sectors- themes we like
Theme

Consumer, Tech

Emerging Markets (Asia)

KSA Banks, Petchems
& Healthcare
Financials, Tech,
Defence

GCC

Food, Auto, Industrials

Robotics
Oil E&P

Top Innovation Sectors

Strategic

Europe ex UK

United States

Japan

Europe

Technology in Industry

Cloud Services, Robotics, AI, Ecommerce,
Blockchain, Semiconductors

Financial Services

Digital Payments, Cybersecurity

Healthcare

Tactical

Genomics, Digital, Wearables, Life Sciences

Source: Emirates NBD CIO Office. as of Apr 2018
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Investment Idea: Cyber Security
The prospect of a crippling cyberattack is real – be it via the
destruction of infrastructure or
through an attack on a leading
corporation, bank, or marketplace.
Cyber risk is currently viewed as
the greatest risk to the financial
system by the Basel Committee.
This highlights the need for the
development of software and
hardware which help detect fraud
and provide systems and solutions
for the protection of data from
cyber risks.
According to a Gartner Survey,
17% of the Government CIOs
expect to boost spending in Cyber
Security in 2018. Gartner forecasts
worldwide security spending will
reach USD 96.3bn in 2018, up 8%
from 2017. Organisations are
spending more on security as a
result of regulations, shifting buyer
mind-set, awareness of emerging
threats and the evolution to a
digital business strategy.
Security has traditionally been a
labour-intensive industry. This has
changed
with
effective
technologies such as facial
recognition software, criminal
behaviour detection algorithms,
criteria-based search of recorded
video, and robots. The integration
of technology will complement
existing manned guarding.

Exhibit 5: Spend on Cyber Security in 2018 as a % of IT Budgets –
Government CIO’s
Software development or upgrades
Networking, Voice/data communications

5%
6%

Communications / Connectivity

6%

Data management

6%

Digitalisation

7%

Infrastructure / data centre

14%

BI / Analytics

16%

Cyber / Information security

17%

Cloud Services

19%
0%

5%

10%

15%

20%

% Respondents

Source: Gartner, as of Oct 2017

Exhibit 6: Global Cyber Security Market Size (USDbn) & Growth (%)
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Global Cyber Market Size (USDbn)

Source: Markets and Markets Research, as of Jul 2017

Robots can check vehicles and
visitors, smart cameras can
monitor activity wirelessly such as
at construction sites. However, the
more we use technology the more
we expose ourselves to the risk of
cyber-attacks. Privacy concerns
around data misuse is also
considered a cyber security threat.
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Investment Idea: Cyber Security
Cyber-attacks leave their mark on
companies and individuals. The
Petya malware affected shipping
routes, ATM machines and transport
systems; the WannaCry virus
infected hospital systems particularly
the UK’s NHS; the Dyn attack
brought down Netflix, Twitter, The
New York Times and PayPal, among
dozens of other internet services.

Experian, the world’s biggest credit
monitoring service, faces greater
regulatory pressures and information
security risks after the data breach at
Equifax, when hackers stole
personal information including social
security numbers, birth dates and
addresses of over 145mn US
consumers i.e. nearly half the US
population.

Exhibit 7: Estimated Daily Cybercrime Activity
Malicious scans

80bn
780,000

Records lost to hacking
New malware
Phishing
Ransomware

300,000
33,000
4,000
Estimated Daily Activity

Source: McAfee - Economic Impact of Cybercrime, as of Feb 2018

Exhibit 8: Reasons for Cyber Attacks

Exhibit 9: Target Distribution - Cyber Attacks

Cyber Crime

82%

Cyber Espionage

12%

Cyber Warfare

4%

Hacktivism

2%

Individuals

40%

Human health &
social work activities

10%

Financial &
insurance activities

8%

Multiple industries

7%

Public admin & defense,
comp social security
7%
Fintech
Information & Coms
Others

Source: Hackmageddon, as of Jan 2018

> Cisco’s latest security software
claims to be more predictive in
preventing
threats,
by
recognising traffic patterns that
could signal an attempted
breach. Cisco has partnered
with Apple to develop a tool that
offers enterprise cyber security
teams’ greater control over iOS
devices
> Palo Alto Networks has created
a firewall that controls how data
flows within and around a
company’s
core
corporate

6%
6%
17%

Source: Hackmageddon, as of Jan 2018

infrastructure,
allowing
a
customer’s security team to
control
which
applications
connect and regulate traffic from
other devices

> FireEye provides vector-specific
appliance and cloud-based
solutions

The opportunities for investing in
listed securities or instruments that
focus on cyber security are on the
increase. A number of Index Linked
Products focus solely on this sector.
Cyber security ETF’s have returned
over 12% in Q1 outperforming the
broader markets by a wide margin.

> Gigamon provides visibility and
control
of
data-in-motion
traversing enterprise, federal,
and service provider networks
(network test equipment)
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Investment Idea - The KSA

The KSA Equity Markets: Conviction will Pay Off

˃ Inclusion in the FTSE EM Index received well by investors

> Foreign Institutional Investors showing interest in the KSA markets

> Socio economic reforms will pave the way for diversification away from oil

> See further upside supported by MSCI EM Index inclusion and stable oil prices

110
105
100
95

Inclusion

Potential Weight
Passive Inflows

FTSE Russell
28 Mar 18

USD 4bn

USD 40bn

2.70%

Market cap of KSA

Price/ Earnings (2018E)
Dividend Yield

Qualified Foreign Investor Ownership
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Saudi Index YTD

Source: Bloomberg as of 31 Mar 2018
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KSA Market Statistics
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Decision

Feb-18
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Exhibit 11: Saudi Market Statistics end of Q1 2018
EM Indices Inclusion
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Dec-17

Tadawul Index

Source: Bloomberg, as of 29 Mar 2018; Rebased to 100
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115

Jul-17

The KSA Index trades at 14.2X
forward earnings with a yield of
3.5%. This is a slight premium to
the MSCI EM Index which trades
at 12.7X forward earnings. The
KSA was the exception to the
global rally of 2017 and the

125
120

Jun-17

When listed, Saudi Aramco would
add another 2.2% to the KSA’s
weight in the EM Index. Other IPOs
in the pipeline would add to the
weight – Saudi Airlines, Saudi
Exchange, and Saudi Airports.

130

May-17

To facilitate inclusion in the EM
Indices, Saudi regulators announced
reforms including easing rules for
foreign institutions to invest. This
remains the biggest catalyst for the
KSA market as its c 2.5% share of
the EM Indices would lead to the
corresponding passive inflows
boosting its equity market.

140
135

Apr-17

According to FTSE Russell, Saudi is
under-invested by foreign active
managers and the inclusion will help
change this especially in the context
of Vision 2030. There are currently
c. USD 175bn of passive assets
tracking the FTSE EM index series.

Exhibit 10: 1 Year Performance of Tadawul Index & Saudi Bank Index

Mar-17

The FTSE included the KSA in its
Secondary Emerging Market Index
in its March review. The MSCI
announcement is expected in
June. The KSA would have a
weight of c. 2.7% in the FTSE EM
index and a similar weight in the
MSCI EM Index, which would result
in inflows into the KSA equity
markets of USD 4bn for FTSE and
USD 40bn for the MSCI.

2.40%

7.7%

USD 490.3bn
14.2X
3.5%

USD 1.1bn
1.8%
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Investment Idea - The KSA
Tadawul index ended 2017 flat,
hence
provides
upside
as
valuations are not stretched.

The KSA has 21% of global oil
reserves and 10% of global oil
production along with the 4th largest
natural gas reserves. Its population
of 30mn, two thirds below the age of
30, provide the demographics for
increasing consumption a strong
workforce to grow the economy.
Social reforms to empower Saudi
nationals, particularly youth and
women will pay off with increased
workforce participation.
“Saudi Arabia’s Vision 2030” was
adopted as an approach and a
roadmap for economic and
developmental action in the KSA.
The vision encompasses—in a
number of domains—strategic
objectives,
targets,
outcomeoriented
indicators,
and
commitments that are to be
achieved by the public, private, and
non-profit sectors.

Overweight sectors
> Banking: Liquidity issues are
improving. Loan to deposit ratios
have now stabilised. Dividend
payout is being maintained.
Higher rates are positive for Net
Interest Margins. Saudi banks
have c.60% low cost CASA
deposits hence higher local rates
are positive for NIMs
> Petrochemicals: The rally could
continue as with oil above USD
60, product prices will move in
line. Companies like SABIC
which is a global chemical leader
is growing both organically and
inorganically and diversifying out
of the KSA

Neutral sectors
> Consumer: The rally in oil prices
is finally flowing through to
spending

> Telecom: Dividend payout has
been
maintained,
though
earnings growth is muted.
Increasing use of data and
young demographics will drive
cash flows

Underweight sectors
> Contractors: Facing receivable
issues with margins contracting

> Healthcare: Greater use of private
sector healthcare is strongly
supported by the government

The goal is to spur multiple different
new industries within the country
and diversify the economy and
dependence of the KSA away from
oil exports. Business and industrial
zones are in progress, such as the
NEOM project, which will focus on
industries including energy and
water,
biotechnology,
food,
advanced manufacturing and
entertainment.

We are overweight the banking
sector in the KSA on a higher rates
outlook and the petrochemical
sector on stable and improving oil
prices. These sectors also have
larger trading volumes and potential
inclusion of a number of stocks. We
highlight Al Rajhi Bank, NCB,
Samba, Bank Saudi Fransi, SABIC,
Yansab and APPC as potential
entrants to the EM indices.
EMIRATES NBD WEALTH MANAGEMENT
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Investing in a Higher Volatility Regime
˃ Higher asset volatility a late-cycle feature

˃ Growth scares hit risk assets harder with fading policy support

˃ Active portfolio management important amidst rising uncertainty

˃ EM bonds and low-volatility stocks resilient under turbulent market regimes
The Goldilocks backdrop of
accelerating growth and tame
inflation
which
persisted
throughout 2017 drove a strong
bull market in risk assets, with
volatility tumbling across asset
classes. In particular, the marketimplied volatility for US equities
and US Treasuries recorded alltime lows (Exhibit 12), lulling
investors into a complacent view of
the world of investments. It is
human nature to extrapolate past
tendencies into the future, hence
why not think that one could
replicate this performance on the
S&P500 and high-quality US
Bonds? At the end of 2017
volatility was lingering below
historical
norms
and
the
macroeconomic
environment
seemed to be indeed supportive.

Reality dawned on investors in
early February this year, with a
brutal sell-off in equities preceded
by relentlessly rising long-dated US
government yields: the awakening
of volatility in the Treasury market
in late 2017 driven by inflation fears
was a harbinger of harsher times to
come for equities.
One may wonder what caused the
change in the volatility regime. The
volatility of asset returns can be
loosely defined as the variability of
their returns; the higher their
variability, the more uncertain the
expected returns. During 2017
global equities did not incur a fall
greater than 2.5% on any day,
reflecting supportive growth and
inflation dynamics, and low
variability
in
macroeconomic
forecasts. Investors have to accept
EMIRATES NBD WEALTH MANAGEMENT

that 2018 would see economic
growth and plentiful liquidity peak,
due to the maturing cycle and
inflation rearing its head again.

Higher volatility in risk assets tends
to be a late-cycle feature, and to
come about more frequently when
the economy is in a downturn
(Exhibit 13). Exhibit 13 depicts a
proxy for the US business cycle
(the Goldman Sachs Bull Bear
Index), and the instances of when

US equity volatility has spiked.
Equity volatility started to rise
significantly a couple of years
before the end of the cycle, both in
the late ‘80s and late ‘90s, as well
as in early 2008, after the end of
the cycle a year earlier. Repeated
bouts of volatility continued as the
US
economy
plunged
into
recession. The early-cycle volatility
after the Great Financial Crisis
reflects the aftershocks of the crisis
and occurs less frequently.

Exhibit 12: Equity & bond volatility hit all-time lows in late 2017
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Source: Bloomberg, Emirates NBD CIO Office, as of Mar 2018

Exhibit 13: Goldman Sachs Bull Bear Index and instances of
volatility spikes on S&P100 Index
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Source: Bloomberg, Emirates NBD CIO Office, as of Mar 2018
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Investing in a Higher Volatility Regime
Since the US cycle is quite mature,
it is not unreasonable to think that
markets are currently shifting to a
higher volatility regime. The US
yield curve is a good indicator of
the future trend to be expected in
equity volatility. A flattening of the
yield curve, when longer-dated
government yields drop faster or
rise slower than shorter-dated
yields, points to a future slowdown
in the economy. The protracted
flattening of the curve eventually
translates in equity volatility
spiking. Exhibit 14 highlights that
volatility is going to be persistently
higher in the following two years
(rising blue line).
The business cycle ageing and
liquidity is being withdrawn by
central banks as inflation gradually
rises. With fading monetary
support, risk assets tend to
become
more
sensitive
to
negative economic surprises,
which in turn occur more
frequently as the business cycle
ages. On a longer term basis, it
should also be taken into account
that unconventional monetary
support, Quantitative Easing, is
being unwound and will eventually
drive bond yields higher, exerting
further pressure on equities and
corporate credit. Overall, it seems
that for the medium to long term
diverse factors are likely to
contribute to the lifting of asset
volatility, which should have just
entered a new regime.

Yet, on a shorter time frame, the
outlook looks brighter. The earnings
season, already underway in the
US, is going to be a positive
catalyst, with bottom line growth
forecast to be in the mid-teens.
Equities and credit already
underperformed earnings in Q1,
closing the quarter in the red.
Statistically
it
would
be

unprecedented if they did it for a
second consecutive quarter, unless
the economy were headed for a
recession, which is unlikely
considering that tax cuts have very
recently been approved.
Also, US inflation should now rise in
line with expectations, rather than
surprise positively as it has done
since late January. This should in
turn help volatility on rates subside
and drive a positive correlation
between gradually increasing bond
yields and equities.
Financial markets are not pointing
to further volatility spikes in the short

term. EM assets have held up better
than in early 2016, when concerns
about a hard landing in China put
pressure on markets globally.
Global high-yielding bonds have
remained tight by historical
standards, and safe-haven assets,
gold and the Japanese yen, have
failed to spike higher.

Under the reasonable assumption
that volatility will remain structurally
higher than in the past, one may
wonder if, within risk assets, some
sub-asset classes can be more
resilient than others. We think this to
be the case for high-quality stocks
and EM hard-currency bonds.

Exhibit 14: Flattening US yield curve points to higher volatility
regime
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The earnings
season, already
underway in the US,
is going to be a
positive catalyst,
with bottom line
growth forecast to
be in the mid-teens.
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Investing in a Higher Volatility Regime
High quality stocks, defined by
above-market return on equity and
quality of earnings, tend to
outperform benchmark indices in
high-volatility regimes, as illustrated
in Exhibit 15. Investors, under more
turbulent times, will have a bias
towards stocks with more robust
financials and lower leverage.

The case for EM bonds is less
straightforward,
but
equally
compelling. Drawdowns of EM
bonds have tended to shrink as
fundamentals of EM countries have
continued to improve since the 1998
Asian crisis (Exhibit 16). Even in
2013-14, when EM equities went
through a bear market as
commodities
collapsed,
the
drawdown on EM bonds was
relatively contained (-10.3%).
We hold the view that, as the EM
economies catch up with their DM
peers and EM assets gradually
lessen their beta to global assets,
EM bonds will prove increasingly
resilient to higher global volatility.
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Exhibit 15: Excess return of US high-quality stocks versus
S&P100 volatility
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Exhibit 16: Historical drawdown by year of EM hard-currency
bonds
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Q2 Fixed Income Strategy
˃ Constructive outlook on the fixed income asset class

˃ Policy normalisation in full force – two more hikes are priced in
˃ Emerging Markets debt – a bumpy ride ahead, stay invested

˃ GCC bond markets offer value proposition for the discerning income seekers
So far this year, the fixed income
asset class has weathered shifting
macro headwinds. The return of
volatility has placed tremendous
pressure, particularly for credit
markets across high yield and
emerging markets bonds. That said,
the emerging market local-currency
bonds have outperformed US high
yield bonds. The benchmark “EM
local currency bonds” has returned

nearly 2.5% year-to-date, while high
yield delivered negative returns
YTD across the board. Moreover,
the yield differential between localcurrency and hard-currency bonds
in EM debt has converged
significantly to the tightest levels
versus the long term averages.
Starting the year with a strong
payrolls report and a minor uptick in

hourly earnings led to the euphoria
and reassessment of higher bond
yields. Then came the cause for the
flight to safety bid with the tech selloff and global trade concerns and
structural issues at the forefront –
the fiscal and trade imbalances. We
remain
constructive
on
US
Treasuries for long-term positioning
and see strong support towards the
2.90% level.

Exhibit 17: Fixed income asset class performance
Bonds
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Q2 Fixed Income Strategy
The dilemma on global trade wars
sparked by President Trump is
weighing on sentiment across the
global credit markets. EM credit
spreads have had a meaningful
correction year to date with spreads
widening. We estimate that the US
dollar will end the year weaker, as
protectionism rhetoric from President
Trump should eventually lower its
value. EM currencies have held their
ground in the recent turmoil. The
MSCI International EM Currency
Index has barely budged from an alltime high reached early this year,
reflecting the strong economic
fundamentals of EM nations.
The message delivered by the new
Fed Chair at the March policy
meeting was to an extent reassuring
for 2018. Growth and employment
were revised higher, with inflation
forecasts little changed. The number
of rate hikes planned for this year
was unchanged, although the policy
outlook for 2019 and 2020 turned
more hawkish.

Exhibit 18: Our preferred positioning

Positioning
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Neutral

Neutral

Global Investment Grade
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Emerging Markets
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Source: Emirates NBD CIO Office as of 10 Apr 2018

Exhibit 19: EM currencies have staged a strong comeback
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Exhibit 20: Fed’s preferred inflation gauge is under its target of 2%
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EM currencies have
held their ground in
the recent turmoil
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Source: Bloomberg as of 10 Apr 2018
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Q2 Fixed Income Strategy
There is evidence that demonstrates
the surge in Libor rates to their
highest levels seen since 2008; the
main reason behind their surge is
the steep increase in the supply of
Treasuries and expectations for a
faster pace of the fed fund rates
trajectory. The repatriation of cash
following the approval of the US tax
reform also played a role in the
recent Libor trends. As these
technical factors fade in the coming
months, Libor should gradually
stabilise at lower levels. Higher rates
are not necessarily reflective of
funding stress.
Macro fundamentals in vogue
Global monetary policies are
catching up with global growth. The
Fed has embarked on a series of
policy rate increases for this year as
well as for 2019. The ECB has also
highlighted its tapering program and
is expected to withdraw the ongoing
stimulus completely by September
this year; however, we do not
expect any rate increases this year.
The Bank of England on the other
hand will go ahead with their
tightening cycle.
Our key risks for our 2018 strategy
have now slightly drifted from
policy
normalisation
towards
escalating tensions on global trade
and protectionism.
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Exhibit 22: Shift in the USD Libor curve – rational or irrational?
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Exhibit 23: Global Business Conditions (PMI) rolling over
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The global PMI has also started to
show signs of rolling over after
nearly
two
years.
The
manufacturing activity slowed in 19
of 28 economies tracked by
JPMorgan and Markit in March,
particularly in the euro area. In
February, only 10 countries had
sequential slowdowns. The current
growth phase is unsustainable
long-term and investors need to
position accordingly.

Exhibit 21: Wage growth is not sufficient to warrant higher rates
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Q2 Fixed Income Strategy

Spread (bp)

150
100
50
0
2008

2009

2010

2011

2012

2013

2014

USYC2Y10 Index

2015

2016

2017

USYC5Y30 Index

Source: Bloomberg as of 09 Apr 2018

Exhibit 25: Total EM primary bond sales surge with strong
investor appetite
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Emerging Markets Debt
Our conviction on EM debt remains
intact. Buoyant and strong macro
fundamentals
and
prudent
monetary and fiscal policies
underpin our conviction. Corporate
balance sheets demonstrate low
default rates and a stable ratings
outlook across EM credits; this
should counter any near-term
volatility or market stress. EM
growth rates have been diverging
from their DM counterparts and
continue to dominate about two-

250

2015 Q2

DM Bonds: DM government bond
yields YTD have edged up close to
key support levels and have been
contained with ongoing global
macro headwinds. The flight to
safety bid has led to capped yields.
The US faces structural challenges
with a burgeoning fiscal deficit post
the recent fiscal stimulus, in a late
economic cycle.

300

2015 Q1

Duration positioning
The shape of the yield curve should
provide some direction for investing
in the bond markets. We foresee
further flattening as the short term
rates adjust and normalise with the
ongoing Fed’s tightening cycle. The
diminishing term premium on the
yield curve is counter-intuitive. We
prefer the 5 to 7 year on duration.

350

USD bn

Do not chase yields: There is
substantial supply of good credit
within the bond markets. Investors
should avoid being complacent while
positioning and focus on value and
income over growth.

Exhibit 24: US flattening yield curve in play driven by the outlook
for policy tightening and rising short term rates

Exhibit 26: US Treasuries options volatility estimate has remained
subdued and not extreme as compared to the
previous spikes
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Alpha and not Beta
Volatility will remain and is expected
to put credit markets under pressure.
With the ongoing uncertainties, we
recommend investors focus on
fundamentals and businesses that
have sound business models and
strong governance frameworks.
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Merrill Option Volatility Estimate (MOVE Index): is a yield curve
weighted index of the normalised implied volatility on 1-month Treasury
options. It is the weighted average of volatilities on the two-year and
five year UST’s.
Source: Bloomberg as of 15 Apr 2018

thirds of global growth. EM external
balances have also shown signs of
consistent improvement.

One of the main investor concerns
surrounding EM debt has been the
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FX volatility; the volatility has
subsided substantially and EM
currencies have demonstrated
robustness.
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Q2 Fixed Income Strategy

Q1 Primary issuance: CEEMEA
> The region continues to be
pushed along by large sovereign
issues

> Q1 2018 managed to beat Q1
2017’s former record of USD
61.84bn

Q1 Primary issuance: LATAM
> LatAm issuance dropped to a
low of USD 4.14bn in March

> Both Brazil and Argentina saw
spreads over Treasuries widen
by roughly 20bps over the month

> Chile’s central bank, meanwhile,
revised up its growth forecast
range by 0.5% to 3-4% for 2018

Q1 Primary issuance: GCC
> Surge in Sukuk supply during Q1

> GCC bond sales for Q1 lower as
compared to the same period in
2017
> GCC sovereigns to take the lead
in terms of issue size followed by
Banks and corporates for
refinancing upcoming debt
obligations
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Exhibit 28: CEEMEA strong supply during Q1, Q2 issuance to slow
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> China took 68% of the market
issuance,
with
a
strong
performance from the Chinese
corporate sector that achieved
USD 14.02bn volume in March
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Exhibit 29: LatAm bond sales have kept pace and still offer
compelling risk-reward opportunities
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Q1 Primary issuance: Asia
> Asian credit spreads spiked to
the highest levels seen in six
months during March

Exhibit 27: EM Asian bond issuance keeping pace. China dominates
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Exhibit 30: GCC Issuance – Strong investor demand and plenty of
value to be explored
35
30

29.0

25
USD bn

The insatiable search for yield
continues to attract capital flows to
emerging markets bonds.
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Investment Idea – European Subordinated Debt
˃ European Financials have seen improving fundamentals and recapitalisation of balance sheets
˃ Strong technicals and stretched valuations will drive spreads tighter in 2018

The Eurozone economy continued
its robust performance in Q1 2018,
driven by a resilient domestic
demand,
an
accommodative
monetary policy, a recovering labour
market and healthy external
demand. In Western Europe,
growth is running at about 2% on
average, with some economies
seeing appreciably higher rates.
Eurozone’s 2018 economic outlook
looks solid on the back of an
improving labour market and
accommodative financial conditions
that should continue to support
growth. As per the ECB, annual real
GDP growth is expected to average
circa 1.8% in 2018 and 2019.
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Exhibit 32: Eurozone Inflation
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At the height of the Eurozone
financial crisis in 2012, ECB chief
Mario Draghi promised to do
"whatever it takes" to prevent the
bloc’s economy from collapsing.
The central bank has since
unleashed
experimental
and
extreme measures, which include
slashing interest rates below zero
and pumping trillions of euros into
the economy.

7%
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Inflationary pressures are beginning
to pick up. In the euro area, core
inflation has gradually increased
over the years as exhibited below.
Greater inflationary pressures are
visible mainly in wages in
economies where unemployment
rates have returned to pre-crisis
levels. Inflation is expected to reach
1.5% in 2019.

Exhibit 31: Real GDP Growth

Source: Bloomberg & ECB (Outlook 2018)

Exhibit 33: ECB Main Refinancing Operations Announcement Rate
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Investment Idea – European Subordinated Debt
The ECB’s significant move to
reduce its monetary stimulus won’t
have much impact as policy rates
were unchanged and are set to
remain in place.

After almost a decade, European
financials have shown signs of
improved fundamentals with well
capitalised balance sheets. We find
opportunities in the European banks
hybrid debt segment within the
capital structure.

Exhibit 34: European Financial CDS (bps)
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> Change in investor attitude on the back of significant strengthening of balance sheets, higher capital and liquidity
ratios and improving asset quality
> Average non-performing loans ratio has seen a balanced decline over the past few years and is under 4%

> The banking sector’s return on equity has ranged between low to mid-single digits and has considerably
improved over the last couple of years as legacy costs, such as misconduct, litigation and restructuring
expenses have eased

> The Common Equity Tier 1 (CET1) ratio for major European banks has more than doubled, from just 7% in
2006 to just over 14%
> We prefer AT1 and Tier 2 debt securities where European banks are either approaching or are already at endpoint minimum CET1 requirements
Additional Tier 1
Securities
Loss Absorption
Mechanism

Trigger

Mechanical

Discretionary

Book-Value

Market-Value

Mechanical Trigger
Levels are driven by
regulatory
requirements.

Market-Value
Triggers have not
been used to date.

Conversion

Write-Down

Loss Absorption Mechanism is driven by
investor choice – some fixed income investors
are not able to invest in contingent equity –
hence preferring the write-down model – which
appears to entail greater loss severity.
Discretionary Triggers such as a regulator’s
call of point of non-viability present challenges
for investors.
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Oil Outlook
The balance of risks in oil markets is
increasingly weighted to the upside
as a confluence of fundamental and
policy factors have added upward
momentum to prices. In mid-April,
Brent futures were above USD 70/b,
their highest level since the end of
2014, and were more than 25%
higher than they were at the same
time in April 2017. Over the
remainder of 2018 we see several
major risks ahead that could keep oil
prices in this elevated range but all
the while raising the prospect of a
slide further out.

OPEC has carried over its strong
compliance to the production cuts it
agreed with partners at the end of
2016. Average compliance in 2017
was 98.8% but it has jumped to more
than 150% in the first three months
of 2018 according to Reuters. Saudi
Arabia has continued to do much of
the heavy lifting in achieving better
than expected compliance but in fact
all OPEC producers that are party to
the deal have achieved a higher
level of compliance this year. The
UAE has been one of the most
improved members, achieving a
compliance rate of 124% on average
in Q1 compared with around just
41% in 2017 as a whole.
Compliance in Iraq is higher than it
was in 2017 but has been steadily
declining since hitting a peak in
November when production was
disrupted by civil conflict in the
country. Venezuela has actually
achieved one of the highest levels of
compliance but for involuntary
reasons (see Exhibit 35).

We had expected that Middle East
producers would actually increase
production in 2018 to take
advantage of the improvement in oil
prices but Q1 suggests the opposite.
If MENA producers maintain their
current levels of oil production our
projections for global oil market
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Exhibit 35: MENA Compliance
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balances would push deeper into
deficit, implying a bigger draw on
inventories and more support for
prices around current levels. But
there is still most of 2018 to go,
leaving plenty of time for changes in
regional oil production. The strong
start to the year actually gives
producers space to ease back on
the cuts if the current price levels
risk eroding marginal demand or
other producers face disruptions.

Outside of the region, the biggest
fundamental
risk
to
OPEC
production levels stems from
Venezuela. Oil output there fell 476k
b/d below year ago levels in Q1
according
to
Reuters,
an
acceleration
of
the
already
precipitous decline seen last year.
The IEA estimates that total capacity
in the country could fall to as low as
1.38mn b/d by the end of 2018, the
lowest level since the 1940s.
Deteriorating economic conditions
and defaults from state enterprises
across economic sectors have left
PDVSA, the state oil company,
lacking funds to halt the decline in
output or pay foreign partners. With
the pace of decline accelerating and
no viable means to redress it, we
expect a decline of around 500k b/d
on average this year compared with
a 280k b/d drop in 2017.
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Sticking to supply side risks
production in the US could end up
disappointing owing to logistical
choke points. The EIA projects
growth in US crude oil supply of
1.37m b/d this year, effectively the
fastest growth on record. Drilling
productivity has continued to
improve during the slump in oil
prices, allowing fast levels of growth
at a lower overall rig count. But the
rest of the oil infrastructure in the US
has not caught up. Pipelines linking
production centres to export
terminals are at already close to
capacity and expansions are only
expected in 2019. The US also lacks
multiple ports at which the largest oil
tankers can take on crude,
constraining the egress of crude
from production regions such as the
Permian basin in Texas.

The UAE has
been one of
the most improved
members, achieving
a compliance rate
of 124%
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Oil Outlook
Producers in Texas are currently
facing a wide discount for their
crude compared with seaborne
Brent or WTI as they run up against
off-take
constraints.
While
producers could send crude by
truck or rail to export terminals, at
the margin this discount could
prevent producers in the Permian in
particular from achieving the scale
of growth expected by most of the
major forecasting agencies.
One channel that is open to US oil
producers is storage. Total crude
inventories are holding at their fiveyear average according to recent
EIA data while Cushing stocks are at
less than 50% of capacity. The WTI
curve remains in backwardation,
meaning storage trades won’t work
but we would nevertheless expect to
see some build in stocks from
current low levels as pipeline
capacity to the more valuable
seaborne market is strained.

Exhibit 36: Market Balance
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There are several political risks that
are also adding a bid tone to crude
markets. The appointment of Mike
Pompeo as US secretary of state
and John Bolton as national
security adviser has shifted the
Trump administration to a more
hawkish stance with respect to
geopolitical challenges. Neither
Pompeo or Bolton support the

-0.9

JCPOA agreement with Iran (the
nuclear
deal)
and
their
appointments raise the risk of
president Trump refusing to renew
waivers on Iran sanctions as
scheduled in May. After sanctions
were imposed in 2012 Iranian oil
production dropped off sharply,
falling by as much as 1mn b/d from
pre-sanctions peak to trough.
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Oil Outlook
If Iranian production fell by a similar
amount this year our forecasts for
market balances in the second half
of 2018 would push into a much
deeper deficit that notionally should
be supportive for prices. Other
OPEC producers could fill the gap
created by the decline in Iranian
output. But considering the
outspoken messaging from Saudi
officials in particular to keep the
market tight a supply response to
lower Iranian production can’t be
counted on.

We believe there is also a strong
risk of the US placing sanctions on
imports of oil from Venezuela. So
far the White House has delayed
imposing sanctions as refineries in
the Gulf of Mexico seek out
alternative sources of heavy crude.
Imports of crude from Iraq and
Canada are already increasing as
shipments from Venezuela have
declined in line with falling
production.
Our core forecast is for Brent
futures to average around USD 60/b
in 2018 but should any of the above
risks materialise in a more concrete
manner from Q2 onwards we would
expect prices could settle in a much
higher range. Looking beyond this
year, many of these price supportive
risks could end up catalysing a
decline as producers race to take
advantage of the high prices. The
potential return of barrels OPEC is
holding off the market along with the
timeline of developing shale
projects means that a rapid
increase in production in 2019 can’t
be discounted.
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Exhibit 37: OECD Commercial Inventories
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Exhibit 38: WTI vs Brent
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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 judgement 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 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 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 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 “forwardlooking 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 realised.
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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 certain other information sources)
through the application of methods and standards of judgement 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 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 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 applicable 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 afforded 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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