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Daily Market Chatter

Macro Strategy View: Friday fragility
e Tech bubble questions dent broader market sentiment
¢ Underwhelming corporate earnings add to weakness
o 5% 10-yr yield level still a relative valuation anchor
e Qil price strength creates two-edged sword
e Surprise, surprise as CBE hikes 100bps, or is it?
» Good morning and happy Friday folks! There is a weaker bias to global credit markets this morning as the
tech sector in particular gets something of a drubbing. As such, it is the KOSPI and the KOSDAQ that are

leading the decline in global bourses in early trading this morning, both off by 3.7% at the time of writing,
albethey off their earlier session lows..

Bitcoin spot rate (USD) NASDAQ-100 Tech Index KOSDAQ Index
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» Indeed, the softer tone to market sentiment has been fuelled overnight by underwhelming earnings
numbers from the likes of Amazon.com and Intel Corp. Amazon stock slumped 7.3% in extended trading,
while Intel plunged 23%. Meanwhile, the wider market sentiment was also pushed lower by a sharp (2%)
selloff in Bitcoin fell 2% - currently indicated 1.1% lower in the context of $77,900 — after Binance
suspended all deposits and withdrawals as it said it was investigating a suspected hack. Closer to home,
our focus is on the oil price, which is seeing renewed strength this morning with Brent crude 1.2% higher
around the $116.25/bl at the time of writing, albeit off the earlier session high of $117.84 according to
Bloomberg data.
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The bottom line for markets on this Friday morning therefore is that the global risk backdrop seems set to
trade under a veil of caution. While the Fed held rates at 3.75%-4.00% earlier this week, as expected, the
key message from the FOMC language was that the hurdle for renewed monetary easing looks high. At
the same time though, as we have written previously, while we expect the Fed to deliver a further 25bp
rate increase by the end of the year, we then believe that Chairman Warsh and his colleagues should
leave rates steady for a prolonged period during 1H2027 as the macro backdrop eases. Indeed, we believe
it is becoming increasingly apparent to the Fed that monetary policy is a blunt — and potentially growth-
damaging — tool for dealing with energy-fuelled inflation pressures.

In the context of such a rates outlook though we are seeing some renewed strength in U.S. Treasuries
again this morning, with the yield on the 10-year bond currently parked in 4.92% territory, down from 5.04%
earlier this week. The 12bp decline in yields is encouraging for risk assets. That said, we are cognisant
that the psychological 5% headline yield level is still not far away for much of the Treasury curve, which in
turn could act as a relative valuation anchor for risk appetite. Likewise, oil sitting above $110/bbl, amid
heightened geopolitical uncertainty, will all likely continue to inject an inflationary risk premium.

For the GCC, this underscores the well-documented, two-sided equation: high oil prices are fundamentally
supportive for sovereign finances and energy-linked earnings, but when those prices reflect regional
geopolitical stress, the benefit can quickly be diluted by higher risk premia, imported inflation and tighter-
for-longer financial conditions. At the very least we believe that the current conflict-driven supply shock
and energy-driven inflation pressures have all combined to materially alter the growth/inflation trade-off
and will continue to favour the maintenance of a relatively hawkish rates bias over the coming months.

Finally, the Central Bank of Egypt surprised markets yesterday when it hiked interest rates by 100bps in
response to the recent weakening of the EGP. This took the deposit and lending rates to 20.00% and
21.00% respectively. Indeed the currency has pushed out to a record low in recent days, with the spot
rate closing Thursday at 56.06. At the same the CBE is clearly trying to calm inflationary pressures that
are resulting from the neighbouring conflict between KSA and the Houthis. It is this combination of
geopolitically fuelled inflation fears and currency weakness that has led to the first rate hike by the CBE
since March 2024. SB.

Central Bank of Egypt surprised markets
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Major Rates &FX Pairs

Change (basis points)
UST Yield Prev day Close

5Y 4.744% -9.4 -2.8 -34.3 +102.4 +101.8
10Y 4.939% -8.0 -1.6 -34.8 +84.0 +77.0
30Y 5.301% -4.4 +1.9 -32.9 +64.5 +45.6

Source: Bloomberg

Change (basis points)
DSSSOFROS | FreveavClose®r) [ o T T w [ vk | o

5Y 446.4 -9.3 -2.4 -34.6 106.6 100.1
10Y 455.8 -7.7 -0.9 -33.8 89.0 75.5
30Y 466.6 -4.4 1.6 -29.7 73.0 49.9

Source: Bloomberg

% Change
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EUR USD 1.118 0.23% -0.32% -1.32% -3.33% -4.82%
GBP USD 1.3376 0.37% -0.19% 0.84% 1.71% -0.73%
USD JPY 157.71 -0.08% 0.60% 0.19% 2.32% 0.64%

Source: Bloomberg

% Change
Currency Cross Prev day Close
o [ w | wm | vk | >

USD TRY 49.8897 +0.14% +0.52% +1.79% +18.89% +16.14%
USD INR 95.2575 +0.03% +0.45% -0.59% +7.39% +5.99%
USD IDR 18,132.00 -0.28% +0.45% +1.47% +8.97% +8.64%

Source: Bloomberg

MENA Credits

Change (basis points)
reexspresds | revemElose B | o T w [ | R | v |

EM Sovs Hard Ccy 198.3 2.2 -6.6 +16.3 +3.3 +15.2
EM Agg Hard Ccy 191.6 +0.2 -2.6 +20.7 +9.1 +10.8
GCC: IG+HY 127.5 -0.5 -6.2 +15.3 +46.3 +32.3

Source: Bloomberg; The above indices indicated are all Bloomberg index

CcDS Change (basis points)
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Abu Dhabi 5Y 35.9 -0.9 -3.0 -3.0 +7.7 +8.5
Kuwait 5Y 61.5 +5.1 +2.3 +3.2 +13.7 +14.1
KSA 5Y 69.8 2.4 43 +0.9 +8.1 +2.7
Dubai 5Y 64.6 1.7 Y 1.0 +12.6 +18.5
Oman 5Y 81.2 0.0 2.0 7.7 +13.7 +10.8
Bahrain 5Y 312.2 5.9 -36.9 -30.0 +146.2 +128.4
Egypt 5Y 338.6 -14.3 5.4 +17.5 +5.6 +67.7

Source: Bloomberg

Major Commodities Prices

% Change
Gommodities Freveeis o T W [ w | vk [ v

WTI Oil $/bbl 102.00 -0.76% +2.54% +12.81% +68.40% +77.64%
Brent Oil $/bbl 114.88 -0.38% +1.51% +10.96% +76.74% +88.79%
Gold spot $/oz 4,021.5 -1.13% -0.08% -3.27% -0.08% -6.90%
Silver spot $/Troy oz 52.153 -3.39% -4.43% -13.69% +6.59% -27.22%
Aluminium 3MO $ 3,078.5 +0.18% +2.29% -4.22% +6.63% +2.77%
Nickel 3MO $ 15,536 -0.44% -3.62% -2.64% +1.11% -6.67%
Copper 3MO $ 14,357 -0.84% +1.98% -0.57% +28.37% +15.56%



Major Equities Markets

Major Stock Markets Prev day Close ““

Dow Jones Inds. Avg 52,343
S&P 500 7,720
Nasdaq Composite 26,185
Nikkei 64,659
Hang Seng 22,959
Shanghai 3,651

Mumbai Sensex 74,151
DAX 26,040
CAC 40 7,970
FTSE 100 10,722
DJ Stoxx 50 6,207
FTSE MIB Index 50,002
SMI Index 14,757
Abu Dhabi — ADX 9,478

Dubai - DFM 5,818

Saudi Arabia 10,946
Bahrain 1,830

Kuwait (Premier Market) 8,893

Oman 7,346

Egypt 49,596
Turkey 11,165

Source: Bloomberg
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-0.25%
-0.30%
-1.38%
-0.55%
-0.59%
-5.47%
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+0.64%
+0.36%
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-1.17%
-0.47%
+9.21%
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+0.64%
+0.00%
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-0.99%
+0.74%
+0.68%
+2.78%
+0.10%
-0.18%
+1.23%
+2.63%
+2.03%
-0.03%
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+2.82%
+0.90%
-2.52%
-3.14%
-6.72%
-4.96%
+2.31%
+3.34%
+0.07%
+1.09%
-0.99%
-2.67%
+6.70%

-5.88%
-2.40%
+5.32%
-3.91%
-2.43%
-3.32%
-6.52%
-6.54%

+10.14%
+13.16%
+11.04%
+25.98%
-12.65%
-8.41%
-12.15%
+7.96%
-2.30%
+9.86%
+8.91%
+15.74%
+19.88%

-7.19%
-4.71%
-6.09%
-11.29%
-7.04%
+30.94%
+29.60%
+3.03%

+8.90%
+12.78%
+12.66%
+28.45%
-10.42%
-8.00%
-12.99%
+6.33%
-2.20%
+7.96%
+7.18%
+11.25%
+11.23%

-5.15%
-3.79%
+4.34%
-11.45%
-6.38%
+25.22%
+18.57%
-0.85%
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Important Notice: This communication has been prepared by individual personnel of First Abu Dhabi Bank PJSC or its
affiliates (collectively, “FAB”) and, accordingly, it may not represent the views of FAB. FAB is licensed and regulated by
the Central Bank of the United Arab Emirates and its registered office address is P.O. Box 6316, 1 — Al Qurm, Abu Dhabi,
the United Arab Emirates. This communication is directed at persons (i) who have been or can be classified by FAB as
eligible counterparties, professional clients or sophisticated investors, (ii) who have experience in matters relating to
investments and (iii) other persons to whom it may otherwise lawfully be communicated. No other person should review
the contents or access the products or transactions discussed in this communication. All material contained herein,
including any proposed terms and conditions, is indicative and for discussion purposes only, is subject to change without
notice, is strictly confidential, may not be reproduced and is intended for your consideration only. It does not include a
number of terms and conditions that will be included in any actual transaction and final terms and conditions are subject to
further discussion and negotiation nor does it purport to identify all applicable risks. This communication is not a
commitment to deal in any product, offer financing or enter into any transaction described herein. FAB is not acting as your
agent, fiduciary or investment adviser and is not managing your account. The provision of information in this communication
is not based on your individual circumstances and must not be relied upon as an assessment of suitability for you of a
particular product or transaction. It does not constitute investment advice and FAB makes no recommendation as to the
suitability of any of the products or transactions mentioned. Even if FAB possesses information as to your objectives in
relation to any transaction, series of transactions or trading strategy, this is not sufficient for, and does not constitute, any
assessment of suitability for you of any transaction, series of transactions or trading strategy. Save in those jurisdictions
where it is not permissible to make such a statement, FAB hereby informs you that this communication should not be
considered as a solicitation or offer to sell or purchase any securities, deal in any product or enter into any transaction.
You should make any trading or investment decisions in reliance on your own analysis and judgment and/or that of your
independent advisors and not in reliance on FAB and any decision whether or not to adopt any strategy or engage in any
transaction will not be FAB’s responsibility. FAB does not provide investment, accounting, tax, financial, legal, regulatory
or other advice; such matters as well as the suitability of a potential transaction or product or investment should be
discussed with your independent advisors. Prior to dealing in any product or entering into any transaction, you and the
senior management in your organization should determine, without reliance on FAB, (i) the economic risks or merits, as
well as the investment, accounting, tax, financial, legal and regulatory characteristics and consequences of dealing with
any product or entering into the transaction (ii) that you are able to assume these risks, (iii) that such product or transaction
is appropriate for a person with your experience, investment goals, financial resources or any other relevant circumstance
or consideration. Where you are acting as an adviser or agent, you should evaluate this communication in light of the
circumstances applicable to your principal and the scope of your authority. Any prices used herein, unless otherwise
specified, are indicative. Although all information has been obtained from, and is based upon sources believed to be
reliable, it may be incomplete or condensed, it has not been verified by FAB and its accuracy cannot be guaranteed. FAB
makes no representation or warranty, expressed or implied, as to the accuracy of the information, the reasonableness of
any assumptions used in calculating any illustrative performance information or the accuracy (mathematical or otherwise)
or validity of such information. Any opinions attributed to FAB constitute FAB’s judgment as of the date of the relevant
material and are subject to change without notice. Provision of information may cease at any time without reason or notice
being given. Commissions and other costs relating to any dealing in any products or entering into any transactions referred
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to in this communication may not have been taken into consideration. Any scenario analysis or information generated from
a model is for illustrative purposes only. Where the communication contains “forward-looking” information, such information
may include, but is not limited to, projections, forecasts or estimates of cashflows, yields or return, scenario analyses and
proposed or expected portfolio composition. Any forward-looking information is based upon certain assumptions about
future events or conditions and is intended only to illustrate hypothetical results under those assumptions (not all of which
are specified herein or can be ascertained at this time). It does not represent actual termination or unwind prices that may
be available to you or the actual performance of any products and neither does it present all possible outcomes or describe
all factors that may affect the value of any applicable investment or product. Actual events or conditions are unlikely to be
consistent with, and may differ significantly from, those assumed. FAB shall not be under an obligation to update any
information contained in this communication. lllustrative performance results may be based on mathematical models that
calculate those results by using inputs that are based on assumptions about a variety of future conditions and events and
not all relevant events or conditions may have been considered in developing such assumptions. Accordingly, actual results
may vary and the variations may be substantial. The products or transactions identified in any of the illustrative calculations
presented herein may therefore not perform as described and actual performance may differ, and may differ substantially,
from those illustrated in this communication. When evaluating any forward looking information you should understand the
assumptions used and, together with your independent advisors, consider whether they are appropriate for your purposes.
You should also note that the models used in any analysis may be proprietary, making the results difficult or impossible for
any third party to reproduce. This communication is not intended to predict any future events. Past performance is not
indicative of future performance. FAB accepts no responsibility and makes no representation to you or to any third parties
for, and has not independently verified, the quality, accuracy, timeliness, continued availability or completeness of any data
or calculations contained and/or referred to in this communication and FAB shall not be liable for any special, direct,
indirect, incidental or consequential loss or damage which may be sustained because of the use of the information
contained and/or referred to in this communication or otherwise arising in connection with the information contained and/or
referred to in this communication, provided that this exclusion of liability shall not exclude or limit any liability under any law
or regulation applicable to FAB that may not be excluded or restricted. The transactions and any products described herein
may be subject to fluctuations of their mark-to-market price or value and such fluctuations may, depending on the type of
product or security and the financial environment, be substantial. Where a product or transaction provides for payments
linked to or derived from prices or yields of, without limitation, one or more securities, other instruments, indices, rates,
assets or foreign currencies, such provisions may result in negative fluctuations in the value of and amounts payable with
respect to such product prior to or at redemption. You should consider the implications of such fluctuations with your
independent advisers. The products or transactions referred to in this communication may be subject to the risk of loss of
some or all of your investment, for instance (and the examples set out below are not exhaustive), as a result of fluctuations
in price or value of the product or transaction or a lack of liquidity in the market or the risk that your counterparty or any
guarantor fails to perform its obligations or, if this the product or transaction is linked to the credit of one or more entities,
any change to the creditworthiness of the credit of any of those entities. FAB (whether through the individual sales
and/trading personnel involved in the preparation or issuance of this communication or otherwise) may from time to time
have long or short principal positions and/or actively trade, for its own account and those of its customers, by making
markets to its clients, in products identical to or economically related to the products or transactions referred to in this
communication. FAB may also undertake hedging transactions related to the initiation or termination of a product or
transaction, that may adversely affect the market price, rate, index or other market factor(s) underlying the product or
transaction and consequently its value. FAB may have an investment banking or other commercial relationship with and
access to information from the issuer(s) of securities, products, or other interests underlying a product or transaction. FAB
may also have potential conflicts of interest due to the present or future relationships between FAB and any asset
underlying the product or transaction, any collateral manager, any reference obligations or any reference entity. Any
decision to purchase any product or enter into any transaction referred to in this communication should be based upon the
information contained in any associated offering document if one is available (including any risk factors or investment
considerations mentioned therein) and/or the terms of any agreement. Any securities which are the subject of this
communication have not been and will not be registered under the United States Securities Act of 1933 as amended (the
Securities Act) or any United States securities law, and may not be offered or sold within the United States or to, or for the
account or benefit of, any US person, except pursuant to an exemption from, or in a product or transaction, not subject to,
the registration requirements of the Securities Act. This communication is not intended for distribution to, or to be used by,
any person or entity in any jurisdiction or country which distribution or use would be contrary to law or regulation. FAB may
process your personal data to provide you with information or promotional and advertising communications on products,
services, other events and campaigns.

If you wish not to receive email from the Market Insights team at FAB, please click here to send us your request
to unsubscribe, and you shall no longer receive such information. You can also let us know by contacting your usual
FAB representative should you wish to no longer receive any such further information. You may be entitled according to
the applicable laws to exercise your rights to access, to rectification, to erasure and to portability of your personal data, to
restrict the use of and to object to the processing of your personal data. You may exercise any such aforesaid rights by
sending your request to FAB at the following address: privacy@bankfab.com.
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