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Markets unmoved by rising
political uncertainty

() LOOKING BACK

e Markets calm despite US political turmoil. Former FBI Director
Comey testified before the Senate Intelligence Committee into Russia’s
alleged interference in the 2016 US presidential election. Trump's firing
of Comey at a time when the FBI was investigating any potential links
with the Russians has put his administration under the spotlight. This
has undermined Trump’s reform agenda by diverting the attention of
policymakers. Stocks were conspicuously calm with the S&P500 closing
almost flat for the week while the fixed income markets continued to
price in a 25bps hike at the upcoming June 13-14 Fed policy meeting.

e ECB drops easing bias, keeps rates on hold. As expected, the ECB
left interest rates unchanged, although the Bank tweaked its forward
guidance by dropping an earlier reference that rates could be lowered
in the future. Markets viewed this exclusion as the ECB's hint toward
tapering its QE program. However, the overall tone was dovish with
Draghi confirming that QE will continue until the end of the year, or
beyond if necessary.

e UK elects hung Parliament. The UK elections resulted in a "hung"
parliament, in which no single political party managed to secure
a majority in the House of Commons. PM May’s Conservative Party
which lost its majority, announced that it would form a new minority
government with the support from a smaller party. This result potentially
puts the UK in a weaker bargaining position with the EU and the
decision to call for early elections is now seen as a big miscalculation
by Theresa May.

® Chinese economy shows resilience. China’s May exports rose 8.7%
from a year ago, lifted by robust demand from the US and Europe.
Meanwhile, imports also surged 14.8%, as domestic consumption
remained strong and in line with a stable CNY. China'’s forex reserves
also rose in May for a fourth straight month, by a significant USD 24
billion to USD 3.05 trillion, their highest level this year. The data shows
China’s positive growth momentum is continuing and is holding up well
despite the government's targeted efforts to curb excessive leverage
in the economy.

e Qatar markets plunge on severed ties with several Arab nations. A
group of Gulf nations and Egypt severed diplomatic ties and transport
links with Qatar on June 5. Political uncertainty in the region will remain
elevated until the situation is resolved.

@ LOOKING FORWARD

e UK CPI and US PPI will be released on Tuesday, China & Eurozone
report their respective retail sales numbers and also the US FOMC
meeting will be held on Wednesday. On Thursday, both the Swiss
National Bank (SNB) and the Bank of England (BoE) review their
respective interest rate polices. On Friday, the BoJ meets to set rates
and the Eurozone reports its CPI.
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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.
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