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Solid Q2 earnings underpin
equity markets

() LOOKING BACK

e Solid Q2 earnings season underpins markets. With 75% of the
companies in the S&P 500 Index having reported, Q2 earnings
have increased by 10.1% on average compared with Q2 2016 while
revenues have increased by 5.4% over the same period. The Dow
Jones surpassed the 22k mark last week and global equities edged
higher amid continued strength in the US economy and an upbeat
earnings season.

e US job market continues to tighten. The US economy added 209k
new jobs in July, beating consensus expectations of 180k jobs, with
the unemployment rate falling by 0.1% to 4.3%, a 16-year low. Wage
growth remained lacklustre though and was 2.5% higher year-over-
year.

e EUR surges on solid Eurozone Q2 GDP. Eurostat reported preliminary
Eurozone Q2 GDP was up 2.1% compared with a year ago, the fastest
growth since 2011 and in line with forecasts. The EUR rose to a 30-month
high against the USD on the back of this news, later softening to end
the week 0.2% higher against the USD. A strengthening Eurozone
economy, expectations of less accomodative monetary policy and
general softness in the USD have all contributed to the EUR rally so far.

e The Bank of England (BoE) holds rates. The BoE voted last week
to hold rates steady at 0.25% after signalling in its last meeting that
rates could rise sooner than anticipated on higher inflation. However,
sluggish growth in the first half of the year, an unexpected drop in
inflation in June and a weak pickup in wages attributed to a 6-2 vote
in favour of holding rates. The BoE also cut its 2017 UK GDP growth
forecast to 1.7% from the earlier 1.9%, with Governor Carney warning
that high inflation triggered by a Brexit-fuelled fall in the GBP had hurt
consumer spending.

e India PMI plunges on Goods & Services Tax (GST) rollout. The
Nikkei India Composite PMI fell to 46.0 in July from 52.7 in June, its
steepest drop since 2009, owing to the disruption caused to supply
and distribution links by the newly rolled out GST. Meanwhile, the
RBI cut its benchmark rate by 25bps and urged the government to
speed up projects given an “urgent need” to boost slowing private
consumption.

e Oil markets await direction post strong rally. Oil traded sideways last
week after rallying 9.3% in the week before on larger-than-expected
inventory drawdowns and signals from Saudi Arabia that it would
further reduce output in August. The direction of oil price could be set
next week when some OPEC and non-OPEC committee officials meet
on August 7-8 to discuss ways to boost compliance with their supply
reduction agreement.

(») LOOKING FORWARD

¢ China reports its trade figures on Tuesday and publishes its CPl &
PPl data on Wednesday. The UK reports its Industrial Production (IP),
trade balance and PPl data on Thursday, while the US CPI data will be
released on Friday.
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ElBank is a Dubai-based boutique dedicated to the service of an exclusive group of private and institutional clients. Private
banking and investment banking needs are approached holistically.

In private banking, the bank prides itself on offering highly personalised investment solutions and one-on-one servicing by a
professional team of wealth management specialists. EIBank’s open platform provides clients with access to markets globally.

In investment banking, the bank provides clients with advice on mergers & acquisitions, access to capital markets and other
corporate finance matters.

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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