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Fed talks of balance sheet
reduction plans

() LOOKING BACK

* Fed talks of balance sheet reduction plans. In its July meeting, the
FOMC decided to maintain its target federal funds rate at 1.0% — 1.25%,
in line with market expectations. The Fed indicated it is ready to begin
trimming its balance sheet, stating it expects to begin allowing some
of its bond holdings to mature “relatively soon”. US 10-year treasury
yield rose 5bps to end the week at 2.29%. Meanwhile, US Q2 GDP
growth rose at an annual rate of 2.6%, up from Q1's 1.2% annualized
pace, but 0.1% below expectations.

e Greece raises EUR3 bn in first bond sale in 3 years. Investors
welcomed Greece's 4.625% yielding bond issue, helping the struggling
country raise EUR3 bn in its first bond issue since 2014. With the sale,
PM Tsipras is seeking to chalk out a path for an exit from the current
onerous bailout program, which ends in August 2018. The news added
to positive sentiment in Europe as the EUR gained 0.8% against the
USD last week.

* Moody’s revises outlook on Chinese banks. Moody's upgraded its
outlook for China's banking system to stable from negative, the first
revision in two years. The rating agency sees fading concerns over
China’s shadow banking sector following steps from regulators to curb
systemic imbalances. The move comes after Moody's had recently
downgraded China's long-term local and foreign currency ratings one
notch, to A1 from Aa3, on debt concerns and decelerating growth.

e Brazil cuts rates by 100bps. The Central Bank of Brazil (CBB) cut
interest rates by 100bps to 9.25% after inflation fell to a decade low of
3.0% in June. It is the third time this year that the CBB has cut rates by
100 basis points, in an attempt to pull the economy out of recession.
The CBB stated, “the pace of easing will continue to depend on
the evolution of economic activity, the balance of risks, possible
reassessments of the extension to the cycle, and on inflation forecasts
and expectations.”

e Saudi questions OPEC compliance commitment. The International
Energy Agency (IEA) reported OPEC's June compliance slipped to
78%, its lowest level, even while the average compliance rate during
the first six months of the pact was 92%. Saudi Arabia said it planned
to step up pressure on member nations that aren’t complying with
their commitments. Meanwhile, Brent gained 9.3% last week on
bigger-than-expected inventory drawdowns and signals from Saudi
Arabia that it would further reduce output in August.

(») LOOKING FORWARD

* China reports its non-manufacturing PMI while the Eurozone publishes
its CPI and unemployment report on Monday. Global manufacturing
PMIs and Eurozone preliminary Q2 GDP data will be released on
Tuesday. The Bank of England (BoE) meets to set rates on Thursday
while US employment 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
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