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Tarnished by Tariffs

Global financial markets have encountered a complex mix of investor optimism and
caution over the past week, driven by an array of recent geopolitical developments,
corporate earnings releases and economic indicators. Overall, global credit markets
have registered modest gains, reflecting an overarching veil of macro optimism
among investors.

The main driver of positive risk performance this week has undoubtedly been the
delivery of a U.S.-China trade agreement, which significantly exceeded
expectations. As we know, the U.S. has reduced its tariffs on China-manufactured
goods down from 145% to 30% and China, for its part has reduced tariffs on U.S.
goods down from 125% to 10%. Furthermore, the U.S. has also won the significant
commitment from China that it will resume rare earths shipments to the United
States, key components in the manufacture of many products including EVs and
military hardware.

The accord with China is ‘just’ another 90-day truce, although understandably it has
been enough to ignite the aforementioned early flames of this enthusiasm. That
said, as we expected, the buoyancy to investor sentiment has since tempered a
little as concerns about the durability of the preliminary accord and potential shifts
in U.S. trade policies persist. The easiest way to position for uncertainty has always
been to keep risk exposure selective and nimble, with a focus on quality and liquidity
and we believe this should remain the investment strategy of choice.

U.S. trade tariffs are clearly set to have a damping effect on the outlook for global
economic activity going forward; we currently expect global economic growth of
2.7% this year followed by a modest improvement, but only to 3.0% in 2026. Within
this scenario we still see structural, tariff-generated, inflation pressures as a main
hawkish impediment to higher levels of economic expansion. As this week’s release
of U.S. April CPI reminded us, inflation in the U.S. may have edged lower in the
past month at the headline level, but with core CPI holding up at +2.8%, inflation
pressures are clearly holding firmly above the Fed’'s 2% target.

This combination of slowing growth and sticky inflation suggests the spectre of
stagflation is now a clear and present danger for the (U.S.) economy. Under such
conditions we expect the Fed to remain reluctant to even err toward near-term rate
reductions and this has very much been the theme of the FOMC’s narrative in
recent weeks. The fed funds futures market has therefore (correctly, in our opinion,)
further faded FOMC rate cut expectations for the coming months, with just 53bps
of easing now priced in by the end of this year, down from over -100bps at the end
of last month. As the macro backdrop evolves and with inflationary pressures
remaining sticky to the upside — particularly so with the added price pressure effect
of punitive trade tariffs yet to fully kick in — we would suggest that rate expectations
should see further fading of the dovish bias over the coming months. We continue
to see a scenario where the Fed could (should?) now leave rates unchanged for
the remainder of this year or perhaps cut just once (25bps) at the most.

That being said, while global markets are breathing a sigh of relief on the back of
the implied de-escalation of U.S.-China trade war tensions, we do expect a veil of
caution to remain over the investment landscape over the coming months. We will
certainly remain highly sensitive and susceptible to trade policy headline risk and
continue to be buffeted by trade policy brinkmanship.

Caveat emptor, we believe investors should remain vigilant for now amid the current
market volatility. The interplay of trade policies, corporate earnings, and geopolitical
tensions underscores the importance of a diversified investment strategy and
should continue to underscore the relative value allure of the UAE and broader GCC
investment opportunities. Monitoring sovereign economic indicators alongside
sector and corporate performance will be crucial in navigating the evolving
headwinds and tailwinds currently impacting the global macro landscape. SB.
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Macro outlook for the week ahead

Focus for much of the coming week may be dedicated
to dissecting the results and headlines from President
Trump’s visit to KSA, Qatar and the UAE this week. The
tour is seen as helping to cement economic and military
ties between the U.S and the GCC nations. In the near-
term of course, global markets will also continue
reading between the lines with regard to the costs and
implications of U.S. trade tariffs and, in particular, the
evolution of U.S.-China relations.

As far as the GCC region is more directly concerned
though, at the centre of attention and analysis this
coming week will be Trump’s announcement of Saudi’s
commitments of US$600bn in U.S. investments and a
US$142bn weapons sale. This said, we are cognisant
that at the headline level, such sums may still be partly
aspirational and in need of eventual confirmation.
Nonetheless, we would conjecture that the follow-
through from Trump’s tour of the region should create a
positive tailwind of relative value allure of the UAE and
broader GCC investment opportunities.

From a global macro perspective our focus in the latter
part of the coming week will be on the preliminary PMI
figures for May. Among the various countries due to
report the U.S. will be front and centre on May 22. With
all three indices — Manufacturing, Services and
Composite PMIs — sitting just above 50 and in economic
expansion territory in April, this month’s data, at a time
when global growth expectations are being revised
lower due to Trump’s trade policies, will be a true
barometer test of U.S. economic health.

Even closer attention will be paid to preliminary
Eurozone PMIs, also on May 22. With the EZ
manufacturing PMI sitting at an anaemic 49.0 in April —
and Services just holding in positive territory at 50.1 —
the market may be braced for downside disappointment
given the recent fragility of the (global) economic
landscape. That said, the greater focus may be on UK
PMis, where all three indices were anchored firmly in
sub-50 territory last month, but where better-than-
expected preliminary 1Q GDP data earlier today may
now feed a degree of macro optimism going forward.

In Asia, our focus will be on key data for China, with the
spotlight trained particularly on April retail sales.
Despite the uncertainty surrounding trade tariffs, retail
sales growth is forecast to have improved to 6.0% YoY
last month from 5.9% YoY expansion in March.
Elsewhere, consensus is for China industrial production
to have slipped back to 5.9% YoY, from the robust 7.7%
YoY rate seen in March. In order to help bolster the
economic outlook though, especially in the context of
current macro (manufacturing and trade) challenges,
we then expect the PBOC to lower both the 1-year and
5-year Loan Prime Rates (by 10bps each) to 3.00% and
3.50% respectively. The rate announcement will come
on Tuesday (May 20) at 05.00 GST.
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Key data releases next week

) Release . Prior
us

U. of Mich.

Sentiment 16 /May | MayP 53.4 52.2

U. of Mich.

Expectations 16 /May | MayP 48.2 47.3

U. oF Mich. 5-10Y1 | 45/ pay | MayP | 4.4% 4.4%

Inflation

US Manf. PMI 22/May | MayP - 50.2

US Services PMI 22/May | MayP 0.0% 50.8

US Composite PMI 22/May | MayP 0.2% 50.6

Europe

Eurozone CPI YoY 19 / May Apr F - 2.2%

Eurozone CPI Core o

Yoy 19/ May Apr F - 2.7%

Eurozone Manf. PMI | 22/May | MayP - 49.0

Eurozone Services 22/May | MayP ) 50.1

PMI

Eurozone

Composite PMI 22 /May | MayP - 50.4

China

China Retail Sales 19/ May Apr 6.0% 5.0%

YoY

China Industrial

Production YoY 19 / May Apr 6.4% 6.5%

LvearLoanPrime | 20/May | May20 | 3.00% | 3.10%
ate

>rearLoan Prime | 20/May | May20 | 350% | 3.60%
ate

MENA

Kuwait CPI YoY 20/ May Apr - 2.41%

Qatar CPI YoY 20/ May Apr - 0.13%

Egypt Deposit Rate 22 /May | May 22 - 25.0%

Egypt Deposit Rate 22 /May | May 22 - 26.0%
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GCC&E markets / news this week

Amidst the wider risk on tone and stronger macro
backdrop, GCC credit has continued to perform well
over the past week. Spreads have now tightened
considerably across the last two weeks and pared all
losses incurred post the weakness in early April.

The theme of the week has been spread compression
with higher beta nhames such as Bahrain, Jordan, and
Morocco tightening around 20bps WoW, relative to their
IG counterparts which are around 5bps tighter.

The majority of client interest has been in the 10y part
of the curve, both in HY and IG names, with locals
remaining better buyers of risk, relative to
internationals, who are starting to take profit given the
tighter spread levels.

Primary market activity remains healthy with a slew of
new deals this week including a dual tranche green
issuance from MASDAR, with the 5y tranche printing at
T+80bps and the 10y at T+90, 35bps inside IPTs with
an order book that was reported to be 5x subscribed.
We also had a new deal from Sobha Realty — a
$500mio long 3y Sukuk, which printed at 8%, after
showing an IPT of 8.375%. RJ.

UAE

e The CEPA between the UAE and the Kingdom of
Jordan will officially come into effect today
(Thursday), heralding a new era of economic
cooperation. The two nations aim to boost
bilateral non-oil trade to over USD8bn by 2032.
This follows a YoY growth between 2023 and
2024 of 34.1%, with non-oil trade between the
two nations reaching approximately USD5.62bn
in 2024. This agreement will eliminate or reduce
tariffs and remove trade barriers, enhancing
market access and strengthening regional and
global supply chains.

e Dubai is preparing to allow residents to pay for
government services using cryptocurrency,
marking a pioneering move in digital finance for
the public sector. The initiative, announced
Monday, 12 May, follows a new MoU signed
between Dubai’s Department of Finance (DOF)
and global digital asset platform Crypto.com.

Saudi Arabia

e Trump’s visit to KSA has triggered a flurry of
deals, ranging from Al and data centre
infrastructure to investments in private credit.
Some of which include Oracle’s USD 14bn deal
over the next 10 years, bring Al tech into the
kingdom. US investment firm Franklin Templeton
signed a deal with Saudi’s Hassana Investment
Company, valued at USD150mn to explore
investments in Saudi private credit.
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e Aramco has signed 34 MoUs and agreements
with major US companies through its Aramco
Group Companies at a potential total value of
around USD90bn, according to an official
statement.

Bahrain

e The value of Bahrain’s non-oil imports increased
to BD1,527mn in 1Q2025, a 2% rise compared
to BD1,497mn for same quarter in 2024. The top
10 countries for imports recorded 71% of the total
value of imports. On the other hand, the value of
non-oil of exports (National Origin) decreased by
0.1% to BD1,017mn in 1Q2025, compared with
BD1,018 million for same quarter in 2024.

Oman

e Oman is expanding one of its smallest ports
located in the northern town of Shinas,
attempting to bolster the sultanate’s re-export
business and container connectivity. The project,
which is expected to start in the 3Q2025, will
increase its area by 40% to 1.8 million square
metres, according to the state-owned Oman
News Agency (ONA).

Qatar

e Qatar General Electricity and Water Corporation
(Kahramaa) has signed an agreement with the
Luluah Sky Energy Holding consortium to build
the 2,400MW and 110 million gallons/day, Ras
Abu Fontas, facility in the coastal industrial areas
of Doha, the company said in a statement to the
Qatar stock exchange on Monday. The
agreement includes a 3-phase commissioning of
the QR13.5bn facility, with 836MW of power
coming online in April 2028. The facility will reach
110 million gallons per day in August 2028.

Egypt

e The head of the Egyptian Tax Authority (ETA)
has announced the establishment of several
specialized units designed to support businesses
and streamline tax processes. The new units:
Investor Support, Advance Tax Rulings, and Tax
Complaints, form part of a broader initiative to
enhance responsiveness to investors and
improve the overall tax environment.
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MENA Sub-investment Grade Bond Yields (%)
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Global Inflation (annualised monthly change)
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. Change (basis points)
UST Yield Prev day Close

5Y 4.168% +6.9 +30.4 +18.1 -17.8 -21.5
10Y 4.538% oL +26.7 +20.2 HLSL 7 -3.4
30Y 4.971% +6.3 +20.0 HLG). 2 +47.0 +18.8

Source: Bloomberg

. Change (basis points)
Stste | Frevdm eiose 6r0) ____

5Y 381.2 31.6 20.1 -30.0 -22.7
10Y 401.4 7.0 28.1 20.1 3.5 -5.8
30Y 411.2 519 22.5 20.7 35.0 17.8

Source: Bloomberg

-
b 0T CUITEr 2 Prev day Close d

EUR USD 1.1175 -0.09% -1.11% -0.95% 2.67% 7.93%
GBP USD 1.3263 -0.32% -0.22% 0.24% 4.56% 5.97%
USD JPY 146.75 -0.49% 2.03% 2.47% -5.25% -6.65%

Source: Bloomberg

% Change
EM Currency Cross Prev day Close

USD TRY 38.7715 -0.05% +0.31% +1.80% +20.34% +9.66%
USD INR 85.2787 -0.08% +0.53% -0.58% +2.13% -0.39%
USD IDR 16,550.00 +0.21% +0.08% -1.58% +3.26% +2.78%

Source: Bloomberg

: . Change (ba5|s points)

JPMEMBI Plus Sov 372.9 =&l -26.7 -33.0 +44.7 +8.8
JPMEMBI Global 295.1 =82 -26.5 -43.6 =35 L5
GCC (IG+HY) 96.1 5.1 L8 2 -92.6 -10.7 -25.0

Source: Bloomberg

Change (ba5|s points)
MENA CDS Prev day Close (bps)

Abu Dhabi 5Y 35.7 -0.5 =&l -8.5 -1.0 =18
Kuwait 5Y 64.5 +0.0 -0.0 -0.0 +2.3 +0.0
KSA 5Y 69.8 -0.9 -12.7 -16.8 +19.8 +5.1
Dubai 5Y 54.8 -0.7 -0.6 5.7 -4.3 -8.8
Oman 5Y 110.4 -1.0 -18.2 -28.3 +18.1 +6.2
Bahrain 5Y 209.2 =8 -27.4 -27.6 +36.5 +21.7

Source: Bloomberg

. % Change
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WTI Oil $/bbl 63.15 -0.82% +8.75% +2.97% -19.69% -11.95%
Brent Oil $/bbl 66.09 -0.81% +8.13% +2.20% -20.13% -11.45%
Gold spot $/oz 3,177.3 -2.25% -5.57% -1.66% +33.16% +21.06%
Silver spot $/Troy oz 32.227 -2.13% -0.71% -0.29% +8.60% +11.50%
Aluminium 3MO $ 2,528.5 +1.55% +6.13% +6.51% -0.88% -0.90%
Nickel 3MO $ 15,871 +0.86% +2.08% +3.68% -16.80% +3.54%
Copper 3MO $ 9,607 +0.07% +1.99% +4.57% -5.02% +9.56%

Source: Bloomberg
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Global markets data
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GLOBAL
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% Change
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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, 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 (i) 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 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.
Illustrative 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
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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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