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Yields fall on heightened
geopolitical risks

() LOOKING BACK

e Yields fall on heightened geopolitical risks. Global yields fell amid
a flight-to-safety trade after the June 12 summit between the US and
North Korea was cancelled as preparatory talks between the two had
broken down. Later, a conciliatory statement from North Korea kept
the possibility of the summit alive. Meanwhile, minutes of the last Fed
meeting show that the Fed is still forecasting a total of three rate hikes
for 2018, maintaining their guidance for two more rate hikes for the
rest of the year. Global yields fell last week with the US 10-year Treasury
yield falling to 2.93%, lower by 13bps.

¢ Global composite PMIs point to slowdown in Europe and Japan.
While the US PMI data continues to look upbeat, composite PMls
from Europe and Japan continued to disappoint. The Eurozone
composite PMI declined to 54.1 in May from 55.1 in April while Japan’s
manufacturing PMI fell to 52.5 from 53.8.

* Spain adds to political risk in Eurozone. Spain’s IBEX 35 lost 2.8%
last week after the opposition called a no-confidence vote against PM
Rajoy on corruption charges. Meanwhile, Italian equities continued
their slide amid fears that the new populist government would threaten
the country’s already fragile fiscal condition. The EUR lost 1.0% against
the USD, the EuroStoxx50 edged lower by 1.6%, while the German
10-year government yield fell 17bps to close at 0.41%.

* Turkey rate hike fails to stem TRY slide. Despite the Central Bank’s
emergency 300bps rate hike and other measures to provide dollar
liquidity, the TRY lost another 5.0% last week reflecting investor
concerns about the Bank’s ability to tame inflation, particularly amid
President Erdogan’s interference in monetary policy.

¢ Oil falls on OPEC comments. Qil fell sharply on Friday after Russian
and Saudi energy ministers discussed plans to ease some of the OPEC
production cuts to offset supply concerns from Venezuela and also
to address global concerns over rising crude prices. Brent closed last
week at USD76.4/bbl, lower by 2.6%.

(») LOOKING FORWARD

* China publishes its trade balance on Tuesday while the US preliminary
Q1 GDP figure will be released on Wednesday. Eurozone CPI will be
released on Thursday while US reports its employment data on Friday.
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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.
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