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If there ever was a week to watch, it could be this one
 US elections hit the final stretch,
with nearly 50 million ballots already
cast by mail.

 China’s

annual meeting of the
Communist Party’s Central Committee
starts tomorrow.

 China has been suggesting that it
wants the yuan to be weaker, although
markets are pushing it higher.

 In the US, while the two presidential
candidates talked a lot about more
fiscal stimulus during the debate,
Washington is unlikely to reach a deal
before the 3 November elections.

 The

FAB AAC remains slightly
underweight
in
equities,
and
overweight in IG bonds and gold
This week has all the signs of a historic
political climax, which can keep investors
glued to their seats, many without moving.
For instance, while the US elections only
happen on 3 November, in many ways the
outcome is being determined this week.
The sheer number of mail-in ballots,
already at 56 million, and likely to
accelerate in the final stretch, suggests
that. Many US states have allowed voters
to cast their ballots by mail for the first
time, partly as a result of state legislation
changes in the past few years, and partly
as a way to combat queues in pandemic
times. This number would be equivalent to
about 40% of the total number of people
who voted in 2016, hence more than
enough to sway the results either way.
The presidential campaigns have had their
chances to swing voters, and the headline
flow could become intense.

Some of this was already in the news over
the weekend as senior staffers of VicePresident Mike Pence tested positive for
the Covid-19 virus. The Vice-President
himself tested negative and suggested he
would continue on the campaign trail.
However, the news comes as the number
of new cases accelerates in several key
states for the election, so it could impact
important stops in the campaign trail for
President Donald Trump. And, despite
national polls suggesting that former VicePresident Joe Biden is far ahead, the
election is far from over.
To win, a candidate needs to get at least
270 electoral votes, which are determined
state-by-state. In many states, the polls
still suggest the winner could be anyone’s
guess, so President Trump could still stay
in the White House. Other indicators also
point at an uncertain outcome. VicePresident Biden has raised US$285
million more than President Trump in the
past two months.

Cold weather in the Northern
Hemisphere is bringing record
numbers of Covid-19 cases
However, Republicans have reported a
much higher number of new voter
registrations in their grassroots effort,
which also has been much more a focus
than for the Democrats. This local
approach led President Barack Obama to
victory in 2008, so it matters.
The situation with the virus, however, is
becoming a hot topic, particularly as the
flu season picks up, and with it the
number of cases. The Trump campaign
had tried to avoid the virus issue given the
negative perception about how the
President initially handled it. Curiously,
however, some of the Democratic-led
states which had been touted as models
in terms of controlling the pandemic are
seeing a spike in cases.
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Illinois, New Jersey and New York, all of
which implemented tough lockdowns in
April, last week recorded the highest
number of new coronavirus cases since
May, and are talking about rolling back
some restrictions.

Markets are reflecting this. The S&P 500
had its first negative week in four, closing
on Friday 0.53% lower than where it ended
a week earlier. Losses were a bit worse for
the NASDAQ Composite index, which
closed down 1.06% for the week.

Public support for such measures has
eroded, however, given their economic
impact. Italy was dealing with just that last
week. The country saw record numbers of
cases, and two provinces began talking
about
lockdown
measures
as
hospitalizations rose rapidly. This led to
immediate protests in Rome and Naples.

The technology index was also weighed
down by news that the US Department of
Justice opened an antitrust case against
Google’s parent, Alphabet Inc. The move
presages similar suits against other giants
such as Facebook and Amazon, which are
dominant in their respective spaces. Such
cases, however, take several years to
resolve and are unlikely to impact the
companies right away.

As the cold weather advances in the
Northern Hemisphere, so has the virus.
The US reported its second highest day of
new infections since the pandemic began,
and
Italy,
Germany,
Spain,
the
Netherlands, the Czech Republic and
others are all seeing new records.
It also matters for economic growth. If
governments and companies continue to
have the tough approach to combatting the
virus seen in March and April, the world
economy could go back into a downward
spiral. This could have an important effect
on the nascent global equity bull market.
These split dynamics of governments
trying to control the virus, and people
rejecting lockdowns will be in the forefront
this week.

Curiously, however, despite stocks being
on their back foot, long-dated US
Treasuries also lost ground. The difference
between the yield on 30-year US
Treasuries and the five-year bond closed
the week at 126 basis points, the largest
spread since at least 2017. This signals
that bond market participants see the
potential for more inflation ahead, although
exactly how much and when it will come
are key questions.

Dollar bond issuance from the
GCC in the first 10 months of
the year is already at a record

The prospect of higher yields seemed to
sound the go-ahead for investment grade
issuers in the region, with several deals
announced last week. The GCC area has
already seen a record in new bond issues
in the first 10 months of the year, having
surpassed the US$133 billion mark, and is
on track for a record year.
The reasons for the record regional
issuance, however, may not be the most
positive. Lower oil prices and more
government spending suggest there could
be even more issuance ahead. That was
in evidence last week, with the downgrade
- and subsequent bond deal - of Oman.
Fitch Ratings calculates the country needs
oil prices to be around US$70 for its
government accounts to break even,
55.5% higher than the US$45 average
recent trading price of Omani crude oil.
A similar pattern can be seen across the
MENA region. Coupled with the need for
higher government spending to counter
the global recession caused by the
pandemic, this means investors can
expect a lot more local bond issuance. The
prospect of higher supply is, perhaps, part
of the reason why bonds in the region
continue to pay a higher premium.
The Bloomberg Barclays GCC USD credit
index is paying approximately 138 basis
points over US Treasuries. The average
rating on the index is A1, and its average
duration is 12.32. Meanwhile, the average
spread of A-rated US corporate bonds
over the 10-year US Treasuries in the is 90
basis points. In simple terms, investors are
getting a return of 48 basis points more for
buying GCC bonds than for similarly-rated
corporate debt.
Over time that difference should narrow,
as central banks in the developed world
continue to keep rates at zero and
economic growth recovers, boosting
demand for oil. Some of MENA’s issues
are structural and need a few years to
address, although investors appear to be
getting fairly compensated for any risks of
owning GCC bonds.
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Current Tactical Asset Allocation

Asset Class

Positioning

Detail

Cash

Overweight

After taking profits on some equity positions.

Fixed Income

Overweight

Keeping slightly overweight focused on EM dollar debt
and corporate investment grade bonds

Equities

Underweight

Alternatives

Underweight

After taking profits on part of the US and European
equity exposures

However, overweight on precious metals specifically
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Disclaimer: This report has been prepared and issued by Products & Services - Elite & Private Banking (“P&S-EPB”) of First Abu Dhabi Bank PJSC
(“FAB”) outlining particular services provided by P&S-EPB. This report is for general informational purposes and does not constitute or form part of any offer
or invitation to sell, or any solicitation of any offer to purchase or subscribe for, any shares in FAB or otherwise or a recommendation for a particular person
to enter into any transaction or to adopt any strategy nor shall it or any part of it form the basis of or be relied on in connection with any contract therefore.
Anyone proposing to rely on or use the information contained in this publication should independently verify and check the accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts.
This report is provided on a confidential basis for informational purposes only and is proprietary to P&S-EPB. This report may not be disclosed to any third
party or used for any other purpose without the prior written consent of P&S-EPB. The manner of circulation and distribution may be restricted by law or
regulation in certain countries, hence any unathorised use or disclosure of this document is prohibited.
The information in this report reflects prevailing conditions and our views as of this date, which are accordingly subject to change. In preparing this report,
we have relied upon and assumed, without independent verification, the accuracy and completeness of all the information available from public sources or
which was otherwise reviewed by us. FAB PJSC makes no representation or warranty, expressed or implied, as to the accuracy, timeliness or completeness of the information in this report. FAB PJSC shall have no liability to the Customer or to third parties for the quality, accuracy, timeliness, continued
availability or completeness of any data or calculations contained and/or referred to in this report nor 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 report or otherwise arising in
connection with the information contained and/or referred to in this report, provided that this exclusion of liability shall not exclude or limit any liability under
any law or regulation applicable to FAB PJSC that may not be excluded or restricted.
Past performance is not a guarantee of future performance and should not be seen as an indication of future performance due to a variety of economic,
market or other factors. The information contained in this report does not purport to contain all matters relevant to any particular investment or financial
instrument and all statements as to future matters are not guaranteed to be accurate. Any projections of potential risk or return are illustrative and should
not be construed as limitations of the maximum possible loss or gain. Data included in this report may not take into account all potentially significant factors,
such as market risk, liquidity risk and credit risk. Undue reliance should not be placed on forward looking statements in making an invewstment decision.
In addition, our analysis are not and do not purport to be appraisals of the assets, stock or business of the recipient and has been prepared without taking
into account the objectives, financial situation or needs of particular person. Even when this presentation contains a kind of appraisal, it should be considered preliminary, suitable only for the purpose described herein and not be disclosed or otherwise used without the prior written consent of P&S-EPB. FAB
clients may already hold positions in the assets subject to this report and may accordingly benefit from the buying or selling of such assets as referred to in
this report. This document does not purport to set out any advice, recommendation or representation on the suitability of any investment, transaction or
product (as referred to in this document or otherwise), for potential purchasers. In receiving this report, the client is fully aware that there are risks associated with investment activities. Potential purchasers should determine for themselves the relevance of the information contained in this document and the
decision to purchase any investment contained herein should be based on such investigation and analysis as they themselves deem necessary. Before
entering into any transaction potential purchasers should obtain the investment offering materials, which include a description of the riks, fees and expenses
and ensure that they fully understand the potential risks and rewards of that transaction (including, without limitation, all financial, legal, regulatory, tax and
accounting consequences of entering into the transaction and an understanding as to how the transaction will perform under changing conditions) and that
they independently determine that the transaction is appropriate for them given their objectives, experience, financial and operational resources and other
relevant circumstances. Potential purchasers should consider consulting with such advisers and experts as they deem necessary to assist them in making
these determinations.
FAB is acting solely in the capacity of a potential arm’s-length contractual counterparty and not as a financial adviser or fiduciary in any transaction unless
we have otherwise expressly agreed so to act in writing. FAB does not provide any accounting, tax, regulatory or legal advice. FAB is licensed by the Central Bank of the UAE.
London: FAB London Branch is Authorized by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Author ity and
limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from
FAB London branch on request. Registered in England & Wales: Company No: FC009142: VAT No: GB245 3301 91.
Paris: FAB Paris Branch is licensed by the French Prudential Control Authority as a credit institution. FAB Paris is registered in F rance under
the company number: RCS Paris B 314 939 547.
Switzerland: This publication is for informational purposes only and is not intended as an offer, or a solicitation of an offer, to buy or sell any
investment or other specific product. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. This report is for distribution only under such circumstances as may be permitted by applicable law.
All information and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness. All information and opinions as well as any prices indicated are currently as of the
date of this report, and are subject to change without notice. The analysis contained herein is based on numerous assumptions. Different assumptions
could result in materially different results. At any time the First Abu Dhabi Bank PJSC and/or FAB Private Bank (Suisse) SA may have a long or short position, or deal as principal or agent, in relevant securities or provide advisory or other services to the issuer of relevant securities or to a company connected
with an issuer. Some investments may not be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. Futures and options trading is considered risky. Past performance of an investment is no
guarantee for its current or future performance. Some investments may be subject to sudden and large falls in value and on realization you may receive
back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the price, value or income
of an investment. First Abu Dhabi Bank PJSC and/or FAB Private Bank (Suisse) SA expressly prohibit the distribution and transfer of this document to third
parties for any reason. First Abu Dhabi Bank PJSC and/or FAB Private Bank (Suisse) SA will not be liable for any claims or lawsuits from any third parties
arising from the use or distribution of this document.
Singapore: First Abu Dhabi Bank P.J.S.C., Singapore Branch is regulated by the Monetary Authority of Singapore and holds a Wholesale Ban k
license.
For more details relating the investment products, please refer to the Prospectus and/or offering document on https://www.bankfab.ae/en/invest
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