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US yields rise on China speculation

() LOOKING BACK

e US yields rise on stronger economic data and China speculation.
Better-than-expected CPI and retail sales data in the US alongside
speculation that China may slow or halt purchases of US Treasuries
pushed the policy-sensitive 2-year Treasury yield to 2.0% last week,
the first time since the financial crisis of 2008. The odds of a Fed
March rate hike rose to over 85% while the S&P500 gained 1.6% for
the week as equities continue to trend higher.

e Political progress in Germany. More than three months after the
general election and failed attempts to form a coalition, Chancellor
Merkel has struck a deal to enter into formal talks with the Social
Democratic Party (SPD). Meanwhile, European government bonds
sold off on the ECB's December meeting minutes which highlighted
positive signs of Eurozone economic growth while the EUR rose to a
three-year high of 1.22 versus the USD.

* World Bank (WB) endorses Japan’s economic recovery. In a report
released last week, the WB forecast Japan's economy to grow 1.3%
in 2018, slightly lower than 2017 due to the possibility of a gradual
withdrawal of the government'’s fiscal stimulus and a moderation in
export growth. Overall, the Bank projects the economy to continue its
strong growth momentum amid synchronized global growth. The JPY
has started 2018 on a positive note strengthening 1.4% against the
USD year-to-date.

e China's forex reserves rise on strong exports. China’s forex reserves
rose to USD3.14 trillion, their highest level in more than a year as
exports rose more than expected in December, amid rising global
demand for Chinese goods. In response, the CNY rebounded
approximately 6.5% in 2017 following three straight years of losses
against the USD.

* S&P downgrades Brazil. In an expected move, S&P lowered its long-
term rating for Brazil sovereign debt from BB to BB-, with a stable
outlook, citing faltering progress on fiscal reforms and greater political
uncertainty in 2018. The move brings S&P's long-term sovereign rating
for Brazil three notches below Investment Grade (IG). Meanwhile,
Moody’s and Fitch both rate Brazil two notches below IG.

(») LOOKING FORWARD

e UK CPI will be released on Tuesday while US Industrial Production (IP)
and Eurozone CPI data will be released on Wednesday. China reports
its retail sales, IP and GDP figures on Thursday.
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EMIRATES INVESTMENT BANK

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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