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Markets shrug off softer US
jobs data

() LOOKING BACK

Markets stay the course despite muted jobs data. May’s employment
data showed a softening jobs market totalling 138k new job additions
compared to the consensus forecast of 182k with downward revisions
to both March and April. The bright spot in the report was the continued
fall in the unemployment rate, which edged down to a decade low
of 4.3% from 4.4% in April. While weaker than forecast, markets still
expect the Fed to hike rates by 25bps later this month but anticipate a
slower rate hike path afterwards.

Draghi downplays QE taper talk. Appearing before the European
Parliament’s committee on economic affairs this week, ECB President
Draghi toned down the odds of any shift in policy at the upcoming
rate-setting meeting. While stating that economic growth is improving,
he added that the economy still requires stimulus as inflation remains
subdued. Sluggish Eurozone headline inflation data (+1.4% year-over-
year) released later during the week further lowered expectations of a
policy shift. Meanwhile, the EUR ended 0.9% higher versus the USD as
the Eurozone manufacturing PMI firmed to 57.0 from 56.7 in April, the
highest in six years.

Political uncertainty rises in the UK. UK gilts rallied early in the week
amid increased political uncertainty, as the election race appeared to
be tighter than was initially expected. The yield on 10-year gilts fell
below 1.0% to reach the lowest level since October as opinion polls
suggested that the lead of PM May’s Conservative party was narrowing
just ahead of elections to be held on May 8.

Japanese economy starts Q2 on a strong note. The manufacturing
PMI for Japan rose to 53.1 in May from 52.7 in April, indicating
production increased for a tenth month in a row. Record low levels
of unemployment are starting to prompt businesses to invest as a
preliminary reading showed the economy grew 2.2% in Q1. The
Nikkei225 soared 2.5% to finish above the psychologically significant
20k level.

China PMI holds steady. China’s manufacturing PMI remained at 51.2
in May, compared with a median estimate of 51 whereas the non-
manufacturing PMI rose to 54.5 from 54.0 in April. The PMI data signals
sustained momentum in the economy that may give policymakers
room to continue targeted tightening to rein in systemic risks.

Brazil emerges from recession. Brazil emerged from its worst recession
on record as the economy grew 1.0% in Q1 after eight straight quarters
of contraction. Meanwhile, the Central Bank cut its key interest rate by
1.0% to 10.25% after the annual rate of inflation fell to a near decade
low of 4.1% on dampened demand. However, political chaos, record
high unemployment and weak growth continue to remain headwinds
to a sustainable recovery for the beleaguered economy.

@ LOOKING FORWARD

The Reserve Bank of Australia (RBA) meets to set rates on Tuesday,
China reports its forex reserves on Wednesday while Eurozone releases
its GDP data on the same day. On Thursday, elections will be held in
the UK, China reports its trade balance figures and the ECB meets to
set rates. Finally, Canada releases its unemployment data 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.
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