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Higher yields reflect tighter money
supply expectations

() LOOKING BACK

e Strong US employment data fuels yields. 222k new jobs were added
in June, significantly more than anticipated, helping reverse a sequence
of disappointingly small monthly job gains. The unemployment
rate ticked up by 0.1% to 4.4%, as labor force participation edged
higher. Despite solid employment gains, wage growth remains muted.
Meanwhile, the minutes of the June FOMC meeting showed that
some members wanted to begin shrinking the Fed's USD 4.5trillion
balance sheet as early as September, sending bond yields higher.

e ECB too mulls shift in accommodative stance soon. The minutes of
the ECB's June meeting showed that officials contemplated dropping
the Bank'’s promise to increase the pace of its asset purchases if needed
to stimulate economic growth. Despite deciding against it, the subtle
shift in tone pushed European yields higher with the 10-year German
bund yield gaining 10bps last week.

e Chinese forex reserves continue upward trajectory. China's
forex reserves rose for the 5t straight month in June, aided by the
government'’s efforts to prevent capital flight and a weak USD. The
string of monthly gains shows that authorities have been largely
successful in controlling capital outflows and supporting the CNY
recently. Last year, the CNY fell 7.0% against the USD, but it is up 2.0%
this year.

e Brazil's inflation drops to 10-year low. Brazil’s inflation rate fell to its
lowest level since 2007, dropping for the tenth month in a row. The
deceleration paves the way for the Central Bank to aggressively cut
interest rates to bolster the beleaguered economy, especially as the
corruption-tainted administration of President Temer is unlikely to pass
bold reforms.

* Egypt raises rates to check inflation. The Central Bank of Egypt (CBE)
unexpectedly raised rates this week by 200bps for the second time
this year, citing that the “temporary” rate hike was aimed at easing the
effect of recent subsidy cuts and tax increases, which tilted inflation
risks “more strongly to the upside”. The Bank last raised interest rates
by 200 basis points in May, stating the move was to contain “demand-
side pressures.” The weaker EGP, coupled with cuts in fuel and
electricity subsidies, has driven inflation to about 30%.

* Oil declines on increased US rig count. Oil prices fell nearly 3.0% on
Friday alone and ended last week lower by 2.5% after data showed
U.S. production and rig counts rose even as OPEC exports hit a 2017
high. Baker Hughes reported that U.S. drillers added seven oil rigs in
the week to July 7, bringing the total count up to 763, the most since
April 2015.

(») LOOKING FORWARD

* China reports its inflation data on Monday. On Wednesday, UK
employment figures will be released as well as Eurozone Industrial
Production (IP) data. US retail sales and 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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