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Fed disappoints the President

(<) LOOKING BACK

e Fed raises rates for a fourth time this year. A multitude of factors
resulted in the biggest weekly loss for the S&P500 this year including
a fourth Fed rate hike, questions over the Fed's independence, and
a looming government shutdown. Some concerns are emerging
on whether the Fed is raising rates too fast and whether the global
economy can withstand two more rate hikes next year. There were
also some concerns on whether Trump can legally fire Fed Chairman
Powell and what type of repercussions that would have on the Fed's
independence. The S&P500 lost 7.1% last week while the 10-year US
Treasury yield declined 10bps on a flight-to-safety trade.

¢ Italy to avoid EU budget fines. After weeks of standoff, Italy reached
a budget agreement with the EU that would allow its government to
avoid disciplinary measures by the EU. Under the agreement, ltaly’s
2019 budget deficit would fall to just over 2.0% of GDP, down from the
2.4% targeted initially. The ltalian 10-year government bond yield fell
to 2.8%, the lowest level since October and a 100bps down from its
multi-year high of 3.8%. Meanwhile, the pan-European STOXX600 hit
a two-year low amid widespread risk-off selling while the EUR edged
higher by 0.6% against the USD.

e BoJ keeps policy unchanged. The BoJ kept its yield-curve control
program and asset purchases unchanged, amid a deteriorating
external environment. Slowing Chinese growth, a US-China trade war
and disruptions due to natural disasters have weighed on Japan’s
growth prospects at a time when falling oil prices put further pressure
on already very subdued inflationary pressures. For the week, the
Nikkei225 tracked the global equity sell-off and lost 5.7% while the
safe-haven JPY appreciated 1.9% against the USD.

e China announces plans to stimulate falling demand. Amid a
persistent slowdown in the domestic economy and downward
pressure on financial markets despite targeted stimulus measures,
Chinese authorities signalled that more monetary and fiscal support
will be rolled out in 2019. The Chinese economy slowed again in
November as retail sales and industrial production weakened further,
as consumer confidence declined due to uncertainty over the trade
war. The authorities will have to delicately infuse stimulus while
sustaining efforts to contain debt levels.

e Oil falls on oversupply fears and demand outlook. Concerns that
production cuts from the latest OPEC accord are not likely to be deep
enough to contain surplus supply at a time when global oil demand is
expected to deteriorate, continued to weigh on oil prices as Brent lost
10.7% last week alone, its biggest weekly loss in nearly three years.

@ LOOKING FORWARD

* US new home sales data will be announced on Thursday. Japan’s CP],
unemployment and retail sales will be published on Friday while US
pending home sales data will be released on the same day.
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EIBank is an independent private bank based in Dubai. It offers a wide-range of investment and banking services to an
exclusive, but diverse, client base of high-net-worth individuals from across the region and around the world.

Emirates Investment Bank seeks to build long-term partnerships based on a foundation of trust, stability and integrity,
which allows it to appreciate the unique circumstances and objectives of each of its clients. This personalised approach
guides EIBank when providing its clients with bespoke banking solutions in connection with their wealth, business, and
every day affairs.

IMPORTANT INFORMATION

This report is for our clients only. It is not an offer or a solicitation to offer, buy or sell any security or instrument or to
participate in any particular trading strategy. This report is based on current public information that we consider reliable,
but it should not be considered accurate or complete.

This report is not intended to provide individually tailored investment advice. It has been prepared without regard to the
individual financial circumstances and objectives of persons who receive it. We recommend that investors independently
evaluate particular investments and strategies and we encourage investors to always seek professional advice. The
securities, instruments or strategies discussed in this report may not be suitable for all investors and certain investors
may not be eligible to purchase or participate in some or all of them.

The value of and income from investments may vary because of a variety of factors. Past performance is not necessarily
a guide to future performance. Estimates of future performance are based on assumptions that may not be realized.
Fluctuations in exchange rates could have adverse effects on the value, price of and income derived from certain
investments. Certain transactions give rise to substantial risk and are not suitable for all investors.

We and our affiliates may transact the securities or derivatives referred to in this research. We may also make investment
decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

Emirates Investment Bank pjsc is regulated by the Central Bank of the United Arab Emirates.
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