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 Monthly Insights 

Central banks globally have shifted their perspectives over the last few weeks with most 

significant institutions adopting a more dovish tone for 2019. Markets have taken the 

softer tone and run with it, helping risk assets perform well since the start of the year. 

However, central banks’ caution is based on a cloudy outlook for economic 

performance in 2019 and risks abound.  

 

 Global macro: The main development of the last month was the January FOMC meeting 

where the Federal Reserve adopted a much more dovish tone at its first meeting of the 

year.  

 GCC macro: Market focus has shifted from Bahrain’s debt dynamics to Oman’s fiscal 

position as the Sultanate plans to borrow more to finance higher spending in 2019.                          

 MENA macro: Lebanon’s risk profile has seen a substantial improvement over the past 

several weeks, with CDS spreads and Eurobond yields coming in sharply as fears over 

an imminent financial crisis and potential debt restructuring and currency devaluation 

dissipate.  

 Interest Rates: US treasuries added to their previous gains as yields continued to decline 

on signs that the Fed’s tightening cycle might be coming to an end.  

 Credit Markets: Risk assets were well bid last month, leading credit bonds to record a 

month of solid gains. 

 Currencies: The dollar has outperformed in February and has gained ground against all 

the other major currencies.  

 Equities: The first month of 2019 has seen global equities gain on the seeming 

reappearance of a ‘central bank put’, most strikingly with the Fed turning decidedly more 

dovish. Risk appetite is also being encouraged by signs of progress on trade issues which 

have more than offset mixed corporate earnings and weak economic data. 

 Commodities: Palladium has had a strong start to the year as supportive fundamentals 

and a dovish Fed improve conditions for precious metals. The rally in prices looks set to 

push further before prices weaken by the end of the year. 

Sovereign yields dip as central banks signal caution 

 
    Source: Bloomberg, Emirates NBD Research. 
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Global Macro 

Markets have been relatively quiet over the last month as Chinese 

New Year holidays have kept investors sidelined, combined with a 

relative dearth of economic data. Underpinning sentiment the most, 

however, was the message from the Fed a fortnight ago that it will 

remain ‘patient’ and hinting that its tightening cycle might be coming 

to an end. Other central banks have also suggested more dovish 

outlooks, including the Bank of England, the Reserve Bank of 

Australia and the Reserve Bank of India which cut interest rates by 

25bps. Combined with downward revisions to growth estimates in 

many parts of the world, the perception is growing that as well as 

the Fed approaching the end of its tightening cycle, monetary policy 

normalization elsewhere is being postponed.  

 

Markets think FED more likely to cut next 

 
Source: Bloomberg, Emirates NBD Research 

 

Fed adopts a more dovish tone 

The main development of the last month was the January FOMC 

meeting where the Federal Reserve adopted a much more dovish 

tone at its first meeting of the year. The Fed left rates unchanged at 

2.25%-2.50% but toned down their description of the performance 

of the US economy. More pertinent for the future trajectory of 

interest rates, the Fed said it would be ‘patient’ and also cut its 

reference to ‘further gradual increases’. The dovish tone from the 

Fed helped spur a positive move in risk assets and sank yields on 

10yr USTs to below 2.7%. Markets will increasingly price in no move 

from the Fed later this year and may even begin to grow more 

assertive at the margins for a rate cut as early as 2020. Our own 

view is that it is still too early to rule out at least one Fed rate hike 

this year, maybe two, in view of the ongoing strength of US 

economic data. Employment data showed another positive report 

for January, with the non-farm payrolls measure rising by 304k 

following on from the 222k jobs added in December. The end of the 

US government shutdown was also a pleasant surprise, although 

this could be restarted if President Trump does not approve the 

current tentative deal over border security. Most likely he will 

approve it but other risks have not gone away, and most of these 

are currently hovering over the Eurozone and China.  

 

U.S. employment remains positive 

 
Source: Bloomberg, Emirates NBD Research 

 

Trade deal is now awaited 

A positive end to the US-China trade dispute later this month could 

add to recent positive sentiment. Investors appear hopeful that the 

current ‘ceasefire’ in the trade war can be extended beyond the 1st 

March deadline when US tariffs on USD200bn of Chinese imports 

are due to be increased to 25% from 10%. With the Chinese 

Purchasing Manager’s data pointing towards recession the markets 

need to see a resolution to this issue in order to prevent a more 

dramatic decline in business confidence.  

 

China’s exports recovered sharply in January, up 9.1% y/y while 

imports fell by 1.9% in USD terms, leaving a trade balance in the 

month of January at USD 39.2bn. This strength is probably partly 

explained by the timing of the Lunar New Year, but it also provides 

U.S. trade negotiators with a timely tool with which to pressure 

China as the trade talks enter their critical phase.  

 

Chinese growth stagnates 

 
Source: Bloomberg, Emirates NBD Research 
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European risks looks set to dominate 

Beyond China, of increasing concern to markets, however, is the 

Eurozone where risks are building on a number of fronts. On the 

macro side the publication of forecasts by the European 

Commission (EC) caught the markets wrong-footed. The EC 

slashed its euro-zone GDP growth forecast for 2019 from 1.9% in 

November to 1.3%. Among the biggest changes, Italy’s growth 

projection was cut from 1.2% to 0.2% and Germany’s from 1.8% to 

1.1%.  The coming days will see if Germany avoided slipping into 

outright recession at the end of last year, with publication of Q4 GDP 

data. German yields fell sharply on the news of the Commission’s 

forecasts, with the spread between Germany and Italy widening. 

This will put renewed pressure on the ECB to restart QE, or roll out 

fresh TLTRO liquidity programs for banks. Most of all it should force 

it to delay its plan to raise interest rates later this year weighing on 

the EUR. 

 

But this is not Europe’s only problem. Political tensions are also 

mounting within and  between key members of the Eurozone, with 

France recalling its ambassador from Italy recently in protest at 

‘interference’ in its domestic politics following comments made by 

the Italian government. Finally, awareness is also growing that a ‘no-

deal Brexit’, which could result from EC’s intransigent negotiating 

position with the UK, could make the Eurozone much worse-off 

given the region’s sizeable trade surplus with Britain.  
 

Brexit ‘fog’ harms UK and EU 

UK Q4 GDP data, which showed the economy growing by just 0.2% 

q/q, has already highlighted the downside risks to the UK economy 

if the government fails to provide a cushion to the UK exiting the EU 

without a Brexit ‘deal’. Business investment has now fallen for four 

quarters in a row and Bank of England governor Mark Carney has 

talked about the ‘fog of Brexit’ impeding visibility on the UK 

economy. It may also be clouding the outlook for the Eurozone. If 

the markets can get beyond US-China trade, and avoid another US 

government shutdown, Europe is likely to be the next source of 

volatility.   

 

Tim Fox 

+9714 230 7800 
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GCC Macro  

Market focus has shifted from Bahrain’s debt dynamics to 

Oman’s fiscal position, as the Sultanate plans to borrow more 

to finance higher spending in 2019.    

 

Investors fret over Oman’s debt 

In mid-December, Fitch downgraded Oman’s long term foreign 

currency debt rating to BB+, bringing it in line with S&P’s “junk” bond 

rating.  While Moody’s still rates Omani bonds as investment grade, 

the outlook is negative. The Fitch downgrade resulted in Oman’s 5Y 

CDS spread widening to 352bps at the start of this year. Although 

Oman’s CDS spread has narrowed somewhat over the last few 

weeks, it remains wider than Bahrain’s CDS spread, highlighting the 

higher risk of default that the market is placing on Oman’s bonds 

relative to Bahrain’s.    

Oman CDS spreads widen  

 
Source: Bloomberg, Emirates NBD Research 

 

This reflects the fact that Bahrain has been given a USD 10bn aid 

package from Saudi Arabia, the UAE and Kuwait, and has also 

announced plans to bring its budget back to balance by 2022. 

Bahrain’s finance minister has said that the 2018 budget deficit was 

down by a third from 2017, and that “stringent cost controls” will help 

to narrow the deficit further. While we think cost controls alone are 

unlikely to be sufficient to balance the budget over the next three 

years, Bahrain is at least moving in the right direction in terms of 

fiscal reform – it has a medium term budget plan and introduced 

VAT at the start of this year.   

 

In contrast, Oman has announced a bigger budget for 2019 

compared with the 2018 budget, and while it has indicated it may 

implement VAT from Q3 2019, this has not yet been confirmed. 

Although defence spending was reduced in 2017, public sector 

wages still account for a sizeable chunk (around 35%) of overall 

spending and interest expenses have risen sharply. We expect 

Oman’s budget deficit to widen to OMR 1.5bn in 2019 (-8.0% GDP 

from an estimated -6.2% in 2018), while Bahrain should see a 

modest improvement in finances this year (to -6.4% of GDP from an 

estimated -6.8% in 2018). 

Both Oman and Bahrain have much less in the way of sovereign 

wealth than the larger GCC economies, but Bahrain is able to rely 

on support from the rest of the GCC to help fund its budget shortfall 

and debt obligations. Oman has no explicit financing support from 

the rest of the GCC and pursues a more independent foreign policy.   

 

However, Oman’s overall debt stock, which we estimate at around 

58% of GDP, remains much lower than Bahrain’s at 91% of GDP. 

Moreover, Bahrain has a much more challenging redemption 

schedule, with more than USD 12bn in debt and interest payments 

falling due by the end of 2020, compared with around USD 5.5bn 

for Oman. We also expect Oman’s economy to grow at a faster rate 

than Bahrain’s over 2019-2020 as it invests in and develops its 

logistics and trade infrastructure as well as increasing natural gas 

production.   

 

A good start to 2019 for the UAE and Saudi 
Arabia  

PMI surveys for the UAE and Saudi Arabia showed a rebound in 

activity from relatively weak December readings. The main driver for 

the improvement in Saudi Arabia was growth in new orders, while 

for the UAE it was a rise in output. However, both PMI surveys 

showed that price discounting was a key driver of improved new 

orders and output growth in January.   

 

We continue to expect government stimulus to underpin growth in 

the GCC economies this year. The Saudi government launched a 

multi-year industrial development and logistics program in January, 

with a view to attracting USD 450bn into the mining, energy, logistics 

and manufacturing sectors over the next decade. While the 

government will kick-start some of the projects with around USD 

30bn allocated in the 2019 and 2020 budgets, the bulk of the 

invetsment will need to come from the private sector.   

PMIs rise in January  

 
Source: IHS Markit, Bloomberg, Emirates NBD Research 
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MENA Macro: New government 
in Lebanon boosts risk profile 

Lebanon’s risk profile has seen a substantial improvement 

over the past several weeks, with CDS spreads and Eurobond 

yields coming in sharply as fears over an imminent financial 

crisis, potential debt restructuring and currency devaluation 

dissipate. Government formation after extended delays, and 

assurances of support from wealthy backers, lie behind the 

turnaround. 

 

The outlook is undoubtedly much improved, and the near-term risks 

are markedly reduced – and they were perhaps overblown in the 

first place. However, that is not to say that the structural challenges 

facing Lebanon are any less stark, and there remain significant tail 

risks. Lebanon has been given a stay of execution for now, but much 

work needs to be done by the new government in order to set it on 

a sustainable footing. 

 

Government formation finally realised 

Some nine months after elections were held in May last year, it was 

announced on February 1 that Lebanon had formed a government, 

in a potential inflection point for the country after the preceding 

several months of escalating concerns over its financial stability. At 

the same time, assurances of support from friendly countries have 

been more forthcoming; in the week prior to the government 

formation, Qatar stated that it would buy USD 500mn of government 

bonds, while Saudi Arabia also said that it would support Lebanon 

‘all the way’. 

Risk perceptions improved 

 
Source: Bloomberg, Emirates NBD Research 
 

Since the government was finalised, Lebanese Deputy Prime 

Minsiter Ghassan Hasbani has told Bloomberg about further 

support, stating that Arab countries and other states could place 

large deposits at the BdL ‘fairly soon.’ Prime Minister Saad Hariri 

has met with Italian and UAE counterparts over the past two weeks. 

On the back of these developments, Lebanon’s five-year CDS has 

retrenched to 701 at the time of writing on February 13, levels last 

seen in November. Yields on its 2028 eurobond have also declined, 

from a recent peak of 11.5% in January to 9.5%, the lowest level 

since July last year. 

Debt levels among highest globally 

 
Source: Haver Analytics, Emirates NBD Research 
 
The delay in government formation, coupled with GCC states being 

seemingly less committed to Lebanon than they had been in the 

past, was among the primary immediate concerns around the 

economy, compounding perennial concerns over high debt levels 

and dysfunctional fiscal policies. With both of these near-term risks 

seemingly passed, the outlook is brighter. The formation of a new 

government paves the way for the release of USD 11bn in funding 

pledged at the CEDRE conference in Paris last April, and for the 

implementation of essential reforms more generally.  

Twin deficits remain wide 

 
Source: Haver Analytics, Emirates NBD Research 

 

On February 7, the new cabinet approved its policy statement, which 

is now before parliament for the greenlight. Among its nine points 

are a commitment to reducing the budget deficit by one percent of 

GDP annually over the next five years, and to secure Lebanon’s 

maritime boundaries, thereby enabling greater investment into the 

offshore oil and gas sector. While deficit reduction is easier said than 
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done, especially in light of the disparate stakeholders represented 

within the government, the vocal commitment to it is encouraging.  

Weak growth should improve slowly 

 
Source: Haver Analytics, Emirates NBD Research 

 

Upside risk to anaemic growth outlook 

Depending on how quickly the CEDRE funds are allocated, the 

government formation provides potential upside risk to our growth 

forecast for Lebanon this year, currently just 0.9%. The soft loans 

and grants will be largely channeled into infrastructure projects, and 

the essential reform of the burdensome electricity sector, which 

currently accounts for around 15% of government spending. More 

rapid investment into hydrocarbons could also provide a boost. 

Potential growth drivers already in play include the tourism sector, 

which saw visitor growth of 13.0% y/y over January to November 

last year, and improving security in neighbouring Syria. This could 

boost trade and transit activity, and potentially see some Syrian 

refugees resident in Lebanon return home, reducing the burden on 

the government.  

Construction sector under pressure 

Source: Bloomberg, Emirates NBD Research 

 

Nevertheless, growth will still likely remain quite weak as the private 

sector comes under pressure. Investment appears to have been 

anaemic in recent months, with both cement deliveries and building 

permits seeing substantial falls over 2018 in a negative signal for 

the real estate sector, while the PMI remains stubbornly in sub-50 

contractionary territory. The recent positive developments in 

Lebanon will take time to salve investor concerns over financial 

stability as long as debt levels remain elevated and growth weak, 

and government failure to make good on its promises and unlock 

the CEDRE funding would prove a major setback. While reform of 

Electricité du Liban is essential, it will entail unpalatable subsidy 

reform which will negatively impact household spending power, and 

is by no means guaranteed. It is worth noting that while the 

eurobond yield and CDS have come in strongly, they both remain 

substantially more elevated than they were even 12 months ago. In 

February 2018, the five-year CDS stood at 452, while the 2028 

security had averaged just 7.0% from its issuance in 2015 until this 

time last year. 

EdL an unproductive drain on spending 

 
Source: Haver Analytics, Emirates NBD Research 

 

Tail risks 

While government formation is overwhelmingly positive, there is one 

tail risk that should not be discounted. The more prominent role of 

Hezbollah in the new government could lead to the US imposing 

sanctions on elements of the Lebanese economy and pressuring 

other countries and bilateral agencies to do the same. One of the 

factors which held up the government formation for so long was the 

party pushing for power more equivalent to its share of the vote, and 

the appointment of Jamil Jabak as health minister is seen as a sop 

to this. While not a member of Hezbollah, he has previously served 

as physician to the movement’s secretary general, Hassan 

Nasrallah. Several US officials have highlighted their concern over 

this development, with the UN Security Council adding its voice, 

warning Lebanon to stay out of foreign conflicts. For Hezbollah’s 

part, Nasrallah said in an address that it would never appropriate 

state funds for its own benefit.  

 
Daniel Richards 
+971 4 609 3032  
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Interest Rates 

Sovereign bonds rallied as yields declined on signs that the 

Fed’s tightening cycle might be coming to an end.  

 

US Rates 

As expected, the US Federal Reserve left interest rates unchanged 

at its January meeting. Though the dot plot was left unchaged, the 

post meeting press release struck quite a dovish tone with the Fed 

highlighting its data-dependency and alluding to being patient on 

future rate hikes.  

 

Economic data in the US remained firm with January non-farm 

payroll report reflecting 304k new jobs versus expectations of only 

165k. The unemployment rate was at 4.0% - higher than the 

previous reading of 3.9%. However, this marginal increase is mainly 

attributed to temporary factors such as the recent government 

shutdown. Annualized wage growth came in at 3.2%. While market 

participants are betting on the next move to be a rate cut, we believe 

the strength of the US economy could support the Fed in raising 

rates at least one more time this year, if not two. 

Rate hikes - dot plot vs mkt expectations 

 
Source: Bloomberg, Emirates NBD Research. 

 

That said, the UST yield curve continued to shift lower during the 

month with 2yr, 5yr, 10yr and 30yr yields closing at 2.51% (-4bps), 

2.50% (-3bps), 2.68% (-2bps) and 3.02% (-2bps) respectively. 

 

The dovishness reflected in the yield curve is troubling. The 

3month/10 year curve has dropped from 105bps in February 2018 

to a negative -3 bps now and the 2yr5yr curve was inverted for much 

of January. Growth is certainly slowing in the two largest economies 

of the world – the US and China. However, the slow down remains 

limited for now and does not support the bleak view reflected in the 

yield curve. 

 

The 2yr10yr spread, after bottoming out in mid December at 11bps, 

has increased to 17bps now. In view of the Fed shifting to a more 

neutral stance on interest rates, we no longer expect the curve to 

invert in the next few months.  

2y10y UST spread  

 
Source: Bloomberg, Emirates NBD Research.  

 

Global Rates 

Sovereign yields in the Euro area also declined during the month, 

partly in response to the European Commission’s downgrade of the 

economic growth forecast for the region and partly because of the 

increasing possibility of a non-deal Brexit. Ten year Bund yields are 

now at 0.13%, close to their all time lows barring the lows of 2016 

when the ECB’s QE was in full swing with EUR 80bn of net 

purchases being made per month. Yield on 10yr Gilts also closed 

lower by 10bps to 1.19% during the month. 

 

After remaining desynchronized for the most of last year, the 

direction of economic growth and monetary policy in the US and the 

Euro area appear to more in sync this year albeit at a much lower 

level in the Euro area.  

10Yr Government Bond Yields  

 Yield % 1M chg 3M chg 12M chg 

US 2.68 -2 -50 -17 

UK 1.19 -10 -26 -41 

Germany 0.13 -10 -26 -62 

Japan -0.02 -3 -13 -8 

Russia 4.66 -5 -50 +37 

Brazil 5.37 -15 -9 +40 

Turkey 6.80 -50 -44 +112 

Source: Bloomberg as at 12 Feb 2019.  

 

The recent decline in German Bund yields is also a factor that is 

dragging UST yields down as investors hunt for higher yields amid 

the risk-free/minimal risk asset class. 
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GCC Local Rates 

In line with normal behavior, while there was no change in policy 

rates, interbank rates fluctuated a bit, particularly in the UAE. 

 

Owing to the adoption of the new calculation methodology by the 

UAE Central Bank last year, EIBOR rates have generally become 

more volatile than their SAR counterparts. Spread of 3m EIBOR 

over LIBOR fluctuated between -8bps and +22bps last month.  

 

In contrast, SAIBOR spreads over LIBOR were more consistent. 

That said, we note that the 3m SAIBOR – LIBOR spread has 

gradually increased from 10bps in mid December to 26bps now as 

a consequence of declining liquidity in the Saudi banking system on 

the back of lower oil prices. 

Interbank rates 

 
Source: Bloomberg, Emirates NBD Research. 

Following changes in the likely timing and extent of rate hikes in the 

US, our forecasts for GCC rates have also been revised downwards. 

We now expect 3m EIBOR rate to peak at around the 3.25% mark 

sometime this year before beginning to trend downwards in 2020. 

Similarly the 3m SAIBOR rate while having further room to increase 

from here is unlikely to breach the 3.5% mark. 

 

 

 

 

 

 

 

 

AED and USD swap curves 

 
Source: Bloomberg, Emirates NBD Research. 

In reference to the long term interbank rates, while the SAR swap 

curve barely changed during the month, the AED swap curve shifted 

downwards by between 13 to 30 bps across tenures, thereby 

contracting its spread over the USD swap curve. This movement 

has no material catalyst except changing demand and supply 

dynamics in the hedging market. 
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Credit Markets 

Risk assets were well bid last month, leading credit bonds to 

record a month of solid gains. 

 

Global Bonds 

Last month saw a mini rally in corporate bonds mainly due to the 

narrowing benchmark yields on signs of Fed forbearance and 

positive sentiment towards ongoing US-China trade talks. Also 

despite our expectations of slower global growth ahead, credit 

spreads on corporate bonds had a narrowing bias. Credit default 

swaps on US IG and Euro Main closed the month lower at 67bps (-

12bps) and 74bps (-8bps) respectively. 

 

We expect economic growth in the US and Eurozone to slow 

considerably in 2019 versus 2018. Nevertheless, the rally in 

corporate bonds is partially reflective of an oversold position caused 

by the exaggerated asset sell-off in the fourth quarter of last year.  

Option Adjusted Credit Spreads OAS (bps) 

  OAS 1M chg 3M chg 12M chg 

US IG Corp 126 -21 +7 +34 

US HY Corp 415 -36 +37 +58 

EUR IG Agg 89 -3 0 +43 

USD EM Agg  295 -25 -5 +69 

Source: Bloomberg, Emirates NBD Research. 

 

The monthly total return on US IG corporate bond index over the 

last one month was a gain of 2.05% as option adjusted credit 

spreads tightenind 21bps to 126bps while that on the Euro 

aggregate bond index was a gain of 0.88% cemented by 3bps 

tightening in option adjusted credit spreads to 89bps. 

 

The total monthly return on the EM USD bond index was also 

impressive at over 1.95%  

 

GCC Bonds – Secondary Market 

GCC bonds followed their global counterparts in staging a strong 

recovery. Monthly total return on GCC Barclays bond index was a 

gain of 1.59%. Stable oil prices and continued bid on the back of the 

EMBI index inclusion provided ample support to GCC bonds even 

though global financial institutions such as the IMF have 

downgraded their 2019 economic growth forecast for the region.  

 

Corporate bonds generally did better than sovereigns and longer 

dated bonds outperformed shorter dated ones as benchmark yields 

declined across the curve. As is expected in any post sell-off rally, 

high yielding bonds generally outperformed high grade ones last 

month.  

Despite the continued pressure on Oman’s credit profile, bonds 

issued by the likes of OMGRID and OTELOM recovered noticeably 

which led Omani bonds to outperform their GCC peers.  

Bbg Barclays GCC Bond Index - YTW 

 
Source: Bloomberg, Emirates NBD Research. 

 

Mergers in the banking sector continued to grab news headlines. 

M&A in the banking sector seems logical as the region appears 

overbanked with 70 listed banks catering to a population of circa 50 

million in the GCC compared with a dozen or so listed banks in the 

UK serving a population of over 65 million. 

 

The three way merger between the Abu Dhabi Commercial Bank 

(ADCB), UNB and Al Hilal is progressing to plan with shareholders’ 

approval scheduled in Q1 and completion of the merger by the end 

of Q219. The plan is for ADCB to merge with UNB and the combined 

new entity to operate under the brand name ADCB. The new ADCB 

then will acquire 100% of Al Hilal Bank which will be held as a fully 

owned subsidiary, operating as a stand alone entity under the Al 

Hilal brand. ADCB’s current rating of A+ and A by Fitch and S&P 

respectively has already been affirmed. Details of how the existing 

bonds of ADCB, UNB and Al Hilal will change after the merger are 

not yet clear. However, we expect little change in their credit quality 

or trading dynamics. That said, the current trading yield on ADCB 

03/23s at 3.71%, UNB 03/23s at 3.88% and Al Hilal 09/23s at 3.89% 

reflect some room for contraction in UNB and Al Hilal bond yields 

post the merger completion.  

 

Next week marks the maturity of the USD 10bn worth DUGB 19s 

which are fully subscribed by the UAE Central Bank as part of the 

USD 20bn assistance extended by the Abu Dhabi government to 

the Dubai government during the financial crisis a decade ago. 

Though there is no official confirmation, the market expects this debt 

to be rolled over instead of being refinanced by an international 

issue.  

 

Oman’s increasing debt and stretched financials are causing 

investor confidence to become slippery. 5yr CDS spread on Oman 

at 275 bps is materially higher than even multi notches lower rated 

Bahrain’s 5yr CDS at 258bps. Of particular concern are the years 

2021 and 2022 when Oman will need to refinance maturing debt of 

over USD 4bn and USD 6.4bn respectively besides needing to fund 
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on-going budget deficits. Investors are concerned about Oman’s 

lack of fiscal adjustment in the face of persistent low oil prices. The 

yield on Oman 28s at 6.98% is amongst the highest in the region 

and even wider than 6.73% on Bahrain 29s that have longer tenure 

and a lower rating.  

 

Saudi Arabia unveiled an infrastructure plan covering USD 425bn 

worth of investment in railways, airports and industrial projects by 

2030 in an effort to reduce its reliance on hydroocarbons. It is 

belived to have signed over 70 deals worth more than SAR 200bn 

already with international investors. KSA 29s gained circa two points 

last month, currently trading at $102.05 (at 4.04% yield) compared 

with $97 in November last year. 

 

GCC Bonds - Primary Market   

The primary market was a bit thin last month. One notable issuer, 

Dubai Investments Park (DIP), that had offered a 5Y Reg S sukuk, 

chose to withdraw from the deal, instead opting for a bank loan that 

was believed to be better priced. 

 

Following the passage of UAE’s debt law late last year that paved 

the way for the UAE Federal Government to issue bonds, Emirates 

Development Bank announced plans to raise USD 750mn through 

bond issuance later this month. This will be the institution’s first bond 

issue since starting operations in 2015. The proceeds will be 

invested into the UAE economy through loans to SMEs and other 

entities as well as for housing projects. 

 

Saudi Aramco which is close to finalizing its purchase of 70% stake 

in SABIC from PIF for USD 70bn is considering staggering the 

payments which will allow it to fund the bulk of the purchase price 

with self-generated cash and could possibly delay the expected 

USD10bn bond offering from the company. 

GCC USD new issues 

 
Source: Bloomberg, Emirates NBD Research. 

Anita Yadav 

+9714 230 7630 

 

 
 
 
 
  

10

78
85

72

26

33

0

20

40

60

80

100

YTD 201920182017201620152014

(U
S

D
 b

n
)

Bonds & Sukuk



 
 
 
 
 
 

Page 12 
 

Currencies  

USD gains for yet another February 

Since the beginning of the month, the Dollar Index has risen 1.18% 

and is set to rise for a third consecutive February. This move has 

happened despite market expectations that the Federal Reserve is 

more likely to cut interest rates in 2019 rather than continue with 

normalization of monetary policy. According to the OIS, the market 

is currently pricing an 8% chance of a 25bps rate hike by December 

2019 and a 12% chance of a 25bps rate cut. We have a contrarian 

view to this and expect at least one additional rate hike in June 2019, 

a development which should support the dollar around the middle of 

the year. 

 

From a technical viewpoint, the Dollar Index remains steady for the 

time being. Declines catalyzed following the FOMC’s January 

meeting, at which policy makers adopted a more dovish tone, were 

halted by the 200-day moving average (95.470). In addition, 

February’s gains have taken the index above the 50 and 100-day 

moving averages (96.358 and 96.323 respectively). These former 

resistance levels are now likely to provide support, as did the 50-

day moving average on February 7th and in the short-term, the 

index could retest the one year highs of 97.711  

DXY breaks above 50 and 100-day MAs 

 
Source: Bloomberg 

 

Brexit fears continue to weigh on sterling 

GBPUSD has had an adventurous 30 days, trading between the 

ranges of 1.2670 to 1.3217. For the first 20 days the price rallied to 

levels last seen in October 2018. With economic data being largely 

overlooked, this move was caused by market belief that a no-deal 

Brexit would not occur or that Brexit would even be delayed. 

However, the euphoria dissipated and pressure on the pound 

resumed after it became apparent that the risks of the U.K. leaving 

the EU without a deal in less than 45 days is rising. Most recently, 

Bank of England Governor Mark Carney communicated his 

concerns over the impact of Brexit. Highlighting that there were only 

45 days left, Carney stated that "certainly in the short term, there will 

be a hit to incomes” and that it could go “quite badly”. With economic 

data showing that growth continues to slow and Prime Minister 

Theresa May yet to secure a deal from the EU that Parliament will 

approve, relief for sterling seems likely to be limited in the next 

month. 

GBPUSD to retest 1.27? 

Source: Bloomberg 

 

GBPUSD has fallen 1.59% so far in February and is currently trading 

at 1.2900. This decline has taken the price below the 200-week 

moving average (1.3023) an area that provided support towards the 

end of January. Further losses were initially limited by support close 

to the 100-day moving average (1.2890) and 23.6% one-year 

Fibonacci retracement (1.2898) and although these levels were 

breached, with a daily close below them on February 11th, the break 

was not sustained and the price recovered. However, the cross 

remains vulnerable and a break below the 1.2890 level exposes the 

price to further slides towards 1.27. 

 

EUR remains soft as data to restrain ECB 

EURUSD has fallen over the last 30 days as economic data out of 

the Eurozone continues to underperform and sentiment continues 

to deteriorate. Although the European Central Bank formally ended 

its asset purchase program in December 2018, policy makers will 

be hesitant to raise interest rates and this is likely to prevent any 

major rallies for the single currency. As we go to print, the OIS, the 

market is currently pricing in a 37.1% chance of a rate hike by 

December 2019.  

 

Technical analysis of the euro reveals some significant 

developments since the start of February. Most noteworthy is the 

constant testing of the 200-week moving average (1.1335). Having 
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acted as a support for the previous 15 weeks, this level was broken 

on the week ending February 8th. A second weekly close below this 

level is significantly bearish for the price and is likely to prompt a 

more significant fall, initially towards the November 2018 low of 

1.1216.  

EURUSD testing 200-week MA 

Source: Bloomberg 

 

USDJPY reaches new 2019 highs 

Increasing risk appetite in the market has given USDJPY a boost 

propelling the price to new 2019 highs. The main catalyst behind 

this ebullience was news that an agreement was reached between 

US Republicans and Democrats on border security, reducing the 

risk of a second government shutdown. There is also optimism that 

a trade deal may be reached between the U.S. and China (see 

Global Marco). On the back of these developments, USDJPY 

climbed to 110.70. This move took the price above the 50-day 

moving average (110.26) which is now likely to act as a support. 

While the price remains above this level, a break and weekly close 

above the 100-week moving average (110.80) is likely to marshal a 

bigger move towards the 114 level last seen in November 2018. 

USDJPY to retake 100-week MA? 

Source: Bloomberg 

 

AUD falls after RBA shifts stance 

Following a solid performance in January, fortunes have reversed 

for the AUD which has fallen by 2.2% since the start of February to 

reach 0.7114. The main reason behind these declines has been a 

shift in tone from policy makers at the RBA. Earlier this month, RBA 

Governor Graham Lowe communicated that the central bank is now 

adopting a neutral stance after previously holding a tightening bias. 

As a result, market expectations have now shifted and according to 

the OIS, a cut is more likely this year with a 48.3% chance of a 

reduction in interest rates by November. The impact of Lowe’s 

comments caused AUDUSD to fall by 1.81% on February 6th, its 

largest daily decline in one year. This decline also resulted in a 

break of the 50 and 100-day moving averages (0.7142 and 0.7163 

respectively) which is technically bearish. If the price is unable to 

climb above these levels, a retest of the 23.6% one-year Fibonacci 

retracement (0.7035) is one possible outcome. 
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Equities 

The first month of 2019 has seen global equities gain on the 

seeming reappearance of a ‘central bank put’, most strikingly 

with the Fed turning decidedly more dovish. Risk appetite is 

also being encouraged by signs of progress on trade issues 

which have more than offset mixed corporate earnings and 

weak economic data. 

 

The MSCI All Country index has extended its gains to +8.9% for the 

year with all major sub-indices exhibiting positive performance. The 

MSCI G7 index, the MSCI Emerging Markets index and the MSCI 

Frontier Markets index are up +9.2%, +7.9% and +6.9% for the year. 

It is worth noting that gains so far have been driven by economies 

at the center of key catalysts awaiting resolution. The Shanghai 

Composite index has rallied +8.8% ytd even as trade talks with the 

US are ongoing. Similarly, the FTSE 100 index has rallied +6.9% 

ytd despite lack of progress on the Brexit front and a growing 

possibility of a no-deal Brexit. The moves in such markets highlights 

that investors’ are perhaps pricing in the most positive outcome 

which in turn leaves them vulnerable to a sharp reversal in case of 

any disappointment.  

 

Another point of concern emerges from economic data. The 

Citigroup global surprise index which tracks economic data has 

been stuck below zero for better part a year now. The data beats 

have not exceeded data misses since Q1 2018 making this the 

second longest such streak since the inception of the index. The 

impact on equities of data misses have been marginal with the MSCI 

All Country index only losing -2.0% over the same period. The 

reaction in a sense highlights the importance investors are now 

attaching to the ‘Federal Reserve Put’ which might in fact be turning 

into a broader ‘Central Bank Put’ across a number of economies. 

Equities hold steady despite weak 
economic data 

 
Source: Bloomberg, Emirates NBD Research 

 

Not only has the ongoing earnings season in the developed markets 

so far been mixed, the forecast for future earnings has worryingly 

turned negative. With 66% of companies in the S&P 500 index 

having reported earnings, 71% of companies have reported a 

positive EPS surprise and 62% have reported a positive revenue 

surprise. According to FactSet, the blended earnings growth is 

13.3% compared to estimates of 12.2% at the end of 2018. The 

earnings season in Europe is however much weaker. With 45% of 

companies in the Euro Stoxx 600 index having reported earnings, 

53% of companies have reported a positive surprise while 57% of 

companies have reported a positive revenue surprise. The earnings 

per share, so far, has declined -0.5% y/y. The forecast for 2019 

earnings over the past three months has been revised lower by -

3.9% for the MSCI World index and -7.2% for the MSCI Emerging 

Markets index. 

 

Notwithstanding a positive start to the year, there are enough 

reasons to be cautious. With the progress on trade talks and 

resolution of the US government shutdown already baked in, the 

focus will increasingly turn towards economic growth prospects and 

its impact on corporate earnings. Additionally, there continues to 

remain enough political events on the horizon which have the 

potential of disrupting the current rally. This includes the Brexit 

negotiations and elections in key emerging markets like India. 

 

MENA equity markets 

The performance of MENA equity markets so far this year has been 

two-tiered. Though the headline Dow Jones MENA index has rallied 

+5.4% ytd, it has underperformed relative to global peers. The 

underperformance has been driven by weak performance from the 

DFM index (-1.5% ytd), Qatar Exchange (-1.2% ytd) and MSM 30 

index (-4.8% ytd). On the other hand, the Tadawul (+1.01%) and the 

EGX 30 index (+14.7%) have contributed most to the broader gains.  

 

Egypt 
Egyptian equities have outperformed their regional peers as noted 

above. In fact, the EGX 30 index is the second best performing 

equity market globally with gains of +16.8% ytd in USD terms. 

However, the broader EGX 100 index has gained only +4.2% ytd. 

Also, in USD terms the EGX 30 index is still c.11% lower relative to 

its pre-floatation level (2 November 2016). Gains this year have 

been driven by broad strength in financial and retail sector stocks in 

anticipation of easing in monetary policy and specific corporate 

developments in telecom sector. The financial stocks have rallied 

+14.0% ytd and the consumer goods sector has returned +11.1% 

ytd.  

 

The macro backdrop for Egyptian equities continues to remain 

positive. Our economsts are projecting an expansion of 5.3% in the 

current fiscal year (ending June 2019), rising to 5.9% in 2019/20. On 

the monetary policy front, they expect the Central Bank of Egypt to 

keep monetary policy on hold for the near term but cut rates as the 

window widens further. It is worth highlighting here that a 200 bps 

point cut in interest rates could spur lending. On the FX front, the 

move away from the repatriation mechanism is incrementally 

positive. 

 

The technical parameters for Egyptian equities also remains 

positive. The EGX 30 index is currently trading at 10.2x 12m forward 

earnings with expected dividend yield of 3.5%. This effectively 

implies a 15% discount to the MSCI EM index which is trading at 

12.0x 12m forward earnings and has a projected dividend yield of 
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3.3%. The consensus expects earnings growth of 39.8% for EGX 

30 companies over the next 12 months companies compared to only 

6% for the MSCI EM companies. The broad EGX 100 index is 

trading in line with broader EM index with price to earnings ratio of 

12.2x 12m forward earnings and that in a sense perhaps reflects the 

reason for its underperformance to the broader index.  

Egyptian equities trading at a discount to 
their peers 

 
Source: Bloomberg, Emirates NBD Research 

 

It should also be considered that Egyptian equities are part of the 

broader emerging market equities space. This should help  Egyptian 

capital markets as more money flow into emerging markets as 

central banks in developed markets hold fire. But it also in a sense 

highlights the risk to further gains in Egyptian equities should the 

wider emerging economies suffer from growth slowdown in the 

global economy. 

 

Saudi Arabia 
Saudi Arabian equities have outperformed their regional peers by a 

wide margin. The Tadawul is up +10.1% ytd compared to a gain of 

+6.5% in the MSCI Arabian Markets index. Notwithstanding the 

mixed macro backdrop, the rally has been helped by sharp rebound 

in oil prices and inflows from foreign institutional investors ahead of 

inclusion in the MSCI EM index and the FTSE Russell EM index 

over the next 3 months. The two sectors which carry the most weight 

on the index i.e, Basic Materials and Financials have rallied +6.6% 

ytd and +1.3% ytd respectively.  

 

The correlation between Saudi Arabian equities and oil prices has 

increased relative to where it has been historically. The weekly 

correlation between Brent prices and the Tadawul since the start of 

2019 remains at 0.98 compared 0.32 in 2018. It is also significantly 

higher than the correlation of 0.32 since the start of 2015. 

 

The reasons for inflows from foreign institutional investors is more 

obvious. It needs to be looked at in context of outflows in the final 

quarter of 2018 and that the implementation of inclusion in the 

broader emerging markets is only months away. The non-founding 

foreign ownership of Saudi equities at the end of last week stood at 

1.9% compared to more than 2% at the end of Q3 2018. Similarly 

the total foreign ownership of Saudi equities at the end of last week 

was 4.94% compared to 5.04% at the end of Q3 2018. It is no 

surprise then to see the MSCI Tadawul index outperform the broad 

Tadawul index with gains of +11.7% ytd. 

Foreign investor inflows gather pace (SAR 
mn) 

 
Source: Emirates NBD Research, Tadawul Website 

 

The FTSE Russell EM index is expected to include Saudi equities 

in March 2019 and the MSCI EM index inclusion will be a twostep 

process with inclusion in May 2019 and August 2019. It is worth 

reminding that Saudi Arabian equities will carry a weight of 2.6% in 

the MSCI EM index and 2.7% in the FTSE emerging market index. 

This implies a total inflow of USD 50bn from the inclusion in both the 

indices.  

 

In terms of valuation, the Tadawul is trading at 15.2x 12m forward 

earnings, a premium to the wider MSCI EM index and the MSCI 

Arabian Markets index which is trading at 13.2x 12m forward 

earnings.  
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Commodities 

Palladium has had a strong start to 2019, up more than 
11% year to date and hitting record levels above USD 
1,400/oz. A positive story for precious metals generally 
along with supportive fundamentals have helped to push 
palladium to new highs. Prices look set to grind higher 
for now although the outlook for the second half of the 
year is more mixed. We are revising our forecasts 
upwards in light of the better-than-expected 
performance so far this year. 
 
At over USD 1,400/oz, palladium is trading at record levels. 

Palladium moved to a premium over sister metal platinum in Q3 

2017 and has widened its spread consistently as platinum has fallen 

out of favour (the scandal around diesel engines has weakened the 

investment narrative for platinum). Palladium has also now moved 

into a tentative premium to gold with the yellow metal trading at a 

ratio of 0.9 to current palladium prices. 

Palladium gains on gold and platinum 

 
Source: EIKON, Emirates NBD Research.  

 

A tight fundamental picture helps to explain the significant gains in 

palladium prices in the past few years. The metal has been in 

persistent deficit and it is expected to widen this year to more than 

1.5m oz compared with a shortfall of 1.3m oz estimated in 2018 

(according to Reuters GFMS). Palladium is overwhelmingly 

consumed in the automotive industry in the manufacture of catalytic 

convertors for petrol engines and a generational shift in demand 

toward petrol vehicles over diesel will mean palladium demand 

moves in line with passenger vehicle sales. From the start of 

January 2019, China has implemented nation-wide adoption of 

stricter emission standards that should act as a longer-run support 

for consumption as more palladium is used in newer vehicles.  

 

With an uncertain outlook for car sales this year across major 

markets—the Eurozone, China and Japan are all displaying signs of 

slower growth—the strength in palladium prices appears at odds 

with weakening demand conditions in the near term.  

 

Chinese auto sales at risk 

 
Source: EIKON, Emirates NBD Research.  

 

Uptick in recycling expected  

The supply side of the market is providing the bulk of the near-term 

fundamental support to prices. Mine supply growth will flatline this 

year while high prices could prompt more recycling of jewellery and 

spent catalysts. However, the uptick in scrap volumes won’t be 

enough to help supply match demand and will lead to a further draw 

in inventories. Palladium stocks have already been plundered in the 

past few years in order to meet supply chain requirements and 

investors have also pulled physical metal out of ETFs to satisfy 

demand.  

Palladium stocks at low levels 

 
Source: EIKON, Emirates NBD Research.  

 

The tightness in the market is entrenching backwardation in the 

palladium forward curve, which has now surged to record levels of 

around USD 100/oz on the 1-7 month spread.  

 

Palladium prices also appear to be ignoring the rates market. Gold 

prices generally drifted lower over most of 2018 as the Federal 

Reserve carried out four rate hikes, only recovering in the final 

months of the year. However, palladium prices exploded in H2 2018 

even as rate rises looked assured and 10 year US treasury yields 
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peaked at over 3.2% in November. Now that the Fed has shifted to 

a more dovish bias and markets discount the prospect of additional 

rate hikes this year, precious metals have a chance to extend their 

positive performance from the past six months.   

 

Investors crowd into long palladium trade 

Palladium’s rally in H2 2018 shifted market sentiment on the metal. 

Speculative positioning had dipped to a small net short position in 

late August but has now moved solidly back into a net long position. 

However, the market is virtually all one-way: as a share of open 

interest, speculative net length accounts for around 50% of the total. 

Speculative net length peaked at over 70% of open interest at the 

end of 2017 and then unwound rapidly as prices fell in H1 2018. The 

long palladium trade is crowded currently, especially considering the 

relative paucity of net long positions in other metals (silver has the 

next strongest bull positioning at 17% of open interest).  

Emirates NBD precious metals forecasts 

 
Source: EIKON, Emirates NBD Research. 

 

In light of how strong palladium has started the year we are marking 

our forecasts to market and revising our 2019 view on the metal 

upward. We now expect palladium to hold on to levels close to the 

gold price in Q1 (USD 1,345/oz) and have the potential to break 

even higher in the middle of the year as the market is in uncharted 

territory. However, unless there is a substantial turnaround in 

economic conditions in China (perhaps motivated by government 

stimulus) or other major economies, we expect palladium to be see 

softer prices in the second half of the year, recording an average of 

USD 1,200/oz in Q4.   
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GCC in Pictures 

GCC Oil Production and Oil Price 

 
Source: Bloomberg, Emirates NBD Research 

 

Inflation 

 
Source: Haver Analytics, Emirates NBD Research 

Money supply (ex Government. deposits)  

 
Source: Haver Analytics, Emirates NBD Research 

 

 

 

 

Purchasing Managers’ Index 

 
Source: IHS Markit, Emirates NBD Research 

 

CDS Spreads 

 
Source: Bloomberg 

Private sector credit* 

 
*Qatar data is bank loan growth to private sector, not total private 

sector credit. Source: Haver Analytics, Emirates NBD Research 
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FX–Major Currency Pairs & Real Interest Rates 

Interest Rate Differentials–EUR  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Emirates NBD Research 

Interest Rate Differentials-CHF 
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Interest Rate Differentials-CAD 
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Interest Rate Differentials-GBP 
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Interest Rate Differentials-JPY 
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Interest Rate Differentials-AUD 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Emirates NBD Research 
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Major Equity Markets 

MENA Equity Markets 

 
Source: Bloomberg, Emirates NBD Research 

 

 

European Equity Markets 

 
Source: Bloomberg, Emirates NBD Research 
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Source: Bloomberg, Emirates NBD Research 
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Source: Bloomberg, Emirates NBD Research 
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Source: Bloomberg, Emirates NBD Research 
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Source: Bloomberg, Emirates NBD Research 
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Major Commodities Markets 

US oil production and price 

 
Source: EIKON, Emirates NBD Research 

 

Copper stocks and price 

 
Source: EIKON, Emirates NBD Research 

 

Precious metals prices 

 
Source: EIKON, Emirates NBD Research 

 

 

International oil production and price 

 
Source: EIKON, Emirates NBD Research 
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Source: EIKON, Emirates NBD Research 
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Source: EIKON, Emirates NBD Research 

40

45

50

55

60

65

70

75

80

7.0

8.0

9.0

10.0

11.0

12.0

13.0

Jun-17 Sep-17 Dec-17 Mar-18 Jun-18 Sep-18 Dec-18

US crude production (m b/d): lhs WTI (USD/b): rhs

5,000

5,500

6,000

6,500

7,000

7,500

100

150

200

250

300

350

400

Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18 Jan-19

LME copper stocks (000 tonnes): lhs

Copper (USD/metric tonne): rhs

700

800

900

1,000

1,100

1,200

1,300

1,400

Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18 Jan-19

Gold (USD/troy oz) Platinum (USD/troy oz)

40

45

50

55

60

65

70

75

80

85

29.5

30.0

30.5

31.0

31.5

32.0

32.5

33.0

33.5

Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18 Jan-19

Total OPEC production (m b/d): lhs Brent (USD/b): rhs

1,300

1,500

1,700

1,900

2,100

2,300

2,500

500

700

900

1,100

1,300

1,500

1,700

LME aluminum stocks (000 tonnes):lhs

Aluminum (USD/metric tonne): rhs

5

7

9

11

13

15

17

80

90

100

110

120

130

140

150

Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18 Jan-19

Coffee: Arabica (USd/lb): lhs Sugar (USd/lb): rhs



 
 
 
 
 
 

Page 22 
 

Key Economic Forecasts - GCC 

United Arab Emirates 2016 2017 2018e 2019f 2020f 

Nominal GDP $bn 357.3 382.8 427.3 436.6 459.2 

Real GDP % 3.0 0.8 2.4 3.1 3.5 

Current A/C % GDP 3.7 6.8 7.1 7.9 6.7 

Budget Balance % GDP -3.3 -2.9 0.4 -0.8 0.5 

CPI % 1.6 2.0 3.1 1.5 2.0 

Saudi Arabia      

Nominal GDP $bn 644.9 683.8 783.5 780.5 813.0 

Real GDP % 1.7 -0.9 2.2 2.0 1.6 

Current A/C % GDP -3.7 1.5 9.4 6.7 6.5 

Budget Balance % GDP -12.9 -9.3 -4.6 -5.6 -5.6 

CPI % 2.1 -0.8 2.5 2.0 2.0 

Qatar      

Nominal GDP $bn 151.7 166.9 191.0 195.4 207.9 

Real GDP % 1.8 1.1 3.1 3.6 4.0 

Current A/C % GDP -5.5 3.8 10.2 5.7 4.9 

Budget Balance % GDP -9.2 -5.8 -0.3 1.0 1.0 

CPI % 2.7 0.4 0.2 1.5 2.0 

Kuwait      

Nominal GDP $bn 109.4 119.5 140.5 141.0 148.0 

Real GDP % 2.9 -3.5 2.6 1.6 2.4 

Current A/C% GDP -4.6 6.3 13.0 7.2 12.2 

Budget Balance % GDP -13.9 -9.0 -2.9 -5.5 -5.8 

CPI % 3.2 1.6 0.6 1.0 1.5 

Oman      

Nominal GDP $bn 65.9 70.7 80.1 80.9 84.3 

Real GDP % 5.0 -0.9 2.9 3.1 3.1 

Current A/C % GDP -18.8 -15.2 -5.7 -7.1 -6.2 

Budget Balance % GDP -20.9 -13.8 -6.2 -8.0 -7.1 

CPI % 1.1 1.6 0.9 1.5 2.5 

Bahrain      

Nominal GDP $bn 32.3 35.4 39.1 40.0 41.7 

Real GDP % 3.2 3.9 2.0 2.0 2.4 

Current A/C % GDP -4.6 -3.9 -2.1 -4.2 -7.2 

Budget Balance % GDP -13.5 -10.0 -6.8 -6.4 -6.0 

CPI % 2.8 1.4 2.1 3.5 2.5 

GCC (Nominal GDP weighted avg)      

Nominal GDP $bn 429 454 518 517 539 

Real GDP % 2.3 -0.3 2.4 2.5 2.6 

Current A/C % GDP -2.8 2.6 8.2 6.0 5.9 

Budget Balance % GDP -10.4 -7.4 -2.8 -3.7 -3.3 

CPI % 2.1 0.4 2.1 1.7 2.0 

Source: Haver Analytics, National sources, Emirates NBD Research 
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Key Economic Forecasts – Non-GCC Oil Importers 

Egypt* 2016 2017 2018e 2019f 2020f 

Nominal GDP $bn 332.4 225.8 241.5 285.4 335.6 

Real GDP % 4.3 4.1 5.3 5.3 5.9 

Current A/C % GDP -6.0 -6.4 -2.5 -2.3 -2.0 

Budget Balance % GDP -12.05 -10.83 -9.84 -9.64 -8.21 

CPI % 13.7 29.6 15.0 12.0 12.0 

Jordan      

Nominal GDP $bn 38.7 40.3 41.7 43.2 44.6 

Real GDP % 2.0 2.0 2.2 2.6 2.8 

Current A/C % GDP -9.5 -10.7 -9.2 -8.8 -8.3 

Budget Balance % GDP -3.2 -2.7 -3.1 -2.9 -2.6 

CPI % -0.8 3.3 4.6 3.7 2.4 

Lebanon      

Nominal GDP $bn 51.1 57.3 62.4 66.3 70.9 

Real GDP % 1.0 0.6 0.8 0.9 1.7 

Current A/C % GDP -20.5 -21.2 -19.6 -19.4 -19.9 

Budget Balance % GDP -9.8 -6.9 -9.6 -9.9 -7.9 

CPI % -0.8 4.5 6.3 5.4 4.8 

Morocco      

Nominal GDP $bn 103.3 109.6 118.8 121.0 127.5 

Real GDP % 1.1 4.1 3.0 2.7 3.0 

Current A/C % GDP -4.2 -3.6 -3.5 -3.4 -3.1 

Budget Balance % GDP -4.2 -3.5 -3.7 -3.4 -3.0 

CPI % 1.6 0.8 1.9 2.0 2.1 

Tunisia      

Nominal GDP $bn 41.7 36.8 34.5 30.6 30.6 

Real GDP % 1.0 1.7 2.5 2.7 3.0 

Current A/C % GDP -8.9 -11.1 -11.1 -9.4 -8.9 

Budget Balance % GDP -6.2 -6.7 -4.8 -4.3 -3.9 

CPI % 3.7 5.3 7.4 6.8 5.5 

Oil Importers  (GDP weighted avg)      

Nominal GDP $bn 223.9 147.4 158.9 189.0 224.7 

Real GDP % 3.01 3.32 3.75 3.82 4.45 

Current A/C % GDP -7.4 -8.3 -6.0 -5.6 -5.1 

Budget Balance % GDP -9.4 -7.6 -7.4 -7.5 -6.5 

CPI % 8.5 15.7 9.1 8.0 8.1 

Source: Haver Analytics, National sources, Emirates NBD Research 

*Egypt data refers to fiscal year (July-June) 
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Key Economic Forecasts – Non-GCC Oil Exporters 

Algeria 2016 2017 2018e 2019f 2020f 

Nominal GDP $bn 160.2 165.6 164.1 167.4 173.3 

Real GDP % 3.3 1.6 1.8 2.2 2.0 

Current A/C % GDP -12.3 -13.2 -8.9 -7.6 -6.5 

Budget Balance % GDP -13.1 -6.6 -6.9 -8.4 -7.6 

CPI % 5.8 6.0 4.0 5.3 6.0 

Iran      

Nominal GDP $bn 441.8 433.9 421.2 481.2 570.0 

Real GDP % 12.4 3.3 -1.9 -4.0 3.8 

Current A/C % GDP 3.7 3.6 3.8 -0.2 -1.4 

Budget Balance % GDP -4.7704 -5.2309 -4.2469 -4.3124 -3.781 

CPI % 8.7 10.0 21.0 31.2 17.5 

Iraq      

Nominal GDP $bn 165.2 184.6 214.7 242.8 251.2 

Real GDP % 11.0 -0.3 3.5 4.3 4.6 

Current A/C% GDP 1.3 8.1 24.5 18.9 13.2 

Budget Balance % GDP -14.5 -6.6 -4.4 -4.0 -3.8 

CPI % 1.3 0.7 0.4 1.0 1.1 

Libya      

Nominal GDP $bn 43.6 63.3 76.1 88.2 96.7 

Real GDP % -6.9 34.8 7.6 5.4 10.4 

Current A/C% GDP -10.2 -9.5 -2.1 -2.6 -2.9 

Budget Balance % GDP -18.1 -10.6 -7.1 -6.3 -5.9 

CPI % 9.5 25.0 11.5 10.0 8.5 

Oil Exporters (GDP weighted avg)      

Nominal GDP $bn 312.4 299.5 292.3 333.1 392.1 

Real GDP % 9.0 5.0 1.2 -0.1 4.3 

Current A/C % GDP 0.5 0.4 5.4 2.1 0.7 

Budget Balance % GDP -7.9 -7.9 -6.2 -4.8 -4.4 

CPI % 6.1 8.0 12.8 15.0 10.8 
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Key Economic Forecasts - Global 

US 2014 2015 2016 2017 2018f 2019f 

Real GDP % 2.6 2.9 1.5 2.2 2.7 2.5 

Current A/C % GDP -2.1 -2.4 -2.4 -2.3 -3.0 -2.5 

Budget Balance % GDP -2.7 -2.6 -3.1 -3.4 -3.5 -4.7 

CPI % 1.6 0.1 1.3 2.1 2.5 2.3 

Eurozone       

Real GDP % 1.3 2.1 1.8 2.4 1.9 1.5 

Current A/C % GDP 2.4 3.2 3.3 3.5 3.2 3.0 

Budget Balance % GDP -2.5 -2.0 -1.5 -0.9 -0.7 -0.9 

CPI % 0.4 0.0 0.2 1.5 1.7 1.5 

UK       

Real GDP % 3.1 2.3 1.9 1.7 1.3 1.5 

Current A/C% GDP -5.3 -5.2 -5.8 -3.9 -3.5 -3.3 

Budget Balance % GDP -5.3 -4.1 -2.9 -1.8 -1.4 -1.6 

CPI % 1.5 0.0 0.7 2.7 2.5 2.1 

Japan       

Real GDP % 0.4 1.4 0.9 1.8 0.8 1.0 

Current A/C % GDP 0.8 3.1 3.8 4.0 3.6 3.6 

Budget Balance % GDP -7.7 -6.7 -5.7 -3.5 -3.2 -3.5 

CPI % 2.7 0.8 -0.1 0.5 1.0 1.0 

China       

Real GDP % 7.3 6.9 6.7 6.9 6.6 6.3 

Current A/C % GDP 2.3 2.8 1.8 1.3 0.4 0.1 

Budget Balance %GDP -1.8 -3.4 -3.8 -3.7 -3.6 -4.0 

CPI% 2.0 1.4 2.0 1.6 2.1 2.3 

India*       

Real GDP% 6.4 7.4 8.2 7.1 7.3 7.8 

Current A/C% GDP -1.4 -1.1 -0.6 -1.5 -2.0 -2.8 

Budget Balance % GDP -4.3 -3.5 -3.7 -3.9 -3.5 -3.3 

CPI % 6.7 4.9 5.0 3.3 3.9 4.6 

Source: Bloomberg, Emirates NBD Research 

*For India the data refers to fiscal year (April – March)  
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FX Forecasts 

FX Forecasts - Major Forwards 

 14-Feb Q1 2019 Q2 2019 Q3 2019 Q4 2019 3m 6m 12m 

EUR/USD 1.1280 1.1500 1.1300 1.1800 1.2000 1.1367 1.1456 1.1641 

USD/JPY 111.03 112.00 113.00 112.00 110.00 110.22 109.40 107.67 

USD/CHF 1.0083 1.0000 1.0000 0.9800 0.9700 0.9996 0.9909 0.9732 

GBP/USD 1.2865 1.2500 1.3000 1.3500 1.4000 1.2924 1.2983 1.3101 

AUD/USD 0.7118 0.7300 0.7550 0.7700 0.8000 0.7127 0.7136 0.7157 

NZD/USD 0.6828 0.6800 0.6900 0.7100 0.7400 0.6840 0.6851 0.6872 

USD/CAD 1.3242 1.3250 1.2850 1.2600 1.2500 1.3214 1.3188 1.3140 

EUR/GBP 0.8768 0.9200 0.8692 0.8741 0.8571 0.8795 0.8824 0.8886 

EUR/JPY 125.24 128.80 127.69 132.16 132.00 125.24 125.24 125.24 

EUR/CHF 1.1373 1.1500 1.1300 1.1564 1.1640 1.1363 1.1351 1.1328 

FX Forecasts - Emerging Forwards 

 14-Feb Q1 2019 Q2 2019 Q3 2019 Q4 2019 3m 6m 12m 

USD/SAR* 3.7504 3.7500 3.7500 3.7500 3.7500 3.7508 3.7520 3.7579 

USD/AED* 3.6730 3.6730 3.6730 3.6730 3.6730 3.6737 3.6743 3.6764 

USD/KWD 0.3038 0.3020 0.3020 0.3020 0.3020 0.3039 0.3040 -- 

 

 

USD/OMR* 0.3850 0.3850 0.3850 0.3850 0.3850 0.3856 0.3866 0.3890 

USD/BHD* 0.3770 0.3770 0.3770 0.3770 0.3770 0.3761 0.3761 0.3788 

USD/QAR* 3.6543 3.6400 3.6400 3.6400 3.6400 3.6547 3.6550 3.6565 

USD/EGP 17.5870 18.0000 18.1250 18.2500 18.2500 17.9750 18.4850 19.5150 

USD/INR 70.805 71.000 69.000 68.000 67.000 71.7700 72.5600 74.0100 

USD/CNY 6.7604 6.9000 7.0000 7.1000 7.2000 6.7674 6.7754 6.7855 

USD/SGD 1.3597 1.3500 1.3200 1.3000 1.2900 1.3551 1.3524 1.3469 

FX Forecasts - MENA 

 2015 2016 2017 2018 2019 

USD/MAD 9.9300 10.1200 9.3283 9.5557 9.7000 

USD/TND 2.0409 2.3161 2.4630 3.0013 3.2000 

USD/TRY 2.9172 3.0246 3.7982 5.2894 5.7000 

Data as of 14 February 2019 

Source: Bloomberg, Emirates NBD Research 
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Interest Rate Forecasts 

USD Swaps Forecasts Forwards 

 Current 3M 6M 12M 3M 6M 12M 

2y 2.65 2.70 2.85 2.95    

10y 2.71 2.75 2.89 3.00    

2s10s (bp) 6 5 4 5    

US Treasuries Forecasts  

2y 2.51 2.55 2.70 2.80    

10y 2.68 2.70 2.85 3.00    

2s10s (bp) 17 15 15 10    

3M Libor  

3m 2.69 2.70 2.95 3.20    

3M Eibor  

3m 2.84 2.85 3.10 3.35    

Policy Rate Forecasts 

 Current % 3M 6M 12M    

FED (Upper Band) 2.50 2.50 2.75 3.00    

ECB 0.00 0.00 0.00 0.00    

BoE 0.75 0.75 0.75 0.75    

BoJ -0.10 -0.10 -0.10 -0.10    

SNB -0.75 -0.75 -0.75 -0.75    

RBA 1.50 1.50 1.50 1.50    

RBI (repo) 6.25 6.00 6.00 6.00    

SAMA (reverse repo) 2.50 2.50 2.75 3.00    

UAE (1W repo) 2.75 2.75 3.00 3.25    

CBK (o/n repo rate) 2.50 2.50 2.75 3.00    

QCB (repo rate) 2.50 2.50 2.75 3.00    

CBB (o/n depo) 2.50 2.50 2.75 3.00    

CBO (o/n repo) 3.00 3.00 3.25 3.50    

CBE (o/n depo) 16.75 15.75 15.75 14.75    

Source: Bloomberg as at 12 Feb 2019, Emirates NBD Research 
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Commodity Forecasts 

Global commodity prices  

 Last 2019Q1 Q2 Q3 Q4 2018 2019 

Energy        

WTI 52.45  50.00  57.50  60.00  60.00  64.76  56.88  

Brent 64.08  61.00  67.50  67.50  63.00  71.53  64.75  

Precious metals  

Gold  1,308.15  1,300.00  1,350.00  1,350.00  1,380.00  1,268.85  1,345.00  

Silver  15.62  15.00  15.25  15.50  15.00  15.69  15.19  

Platinum 783.50  850.00  900.00  950.00  950.00  877.68  912.50  

Palladium 1,405.00  1,345.00  1,375.00  1,275.00  1,200.00  1,027.51  1,298.75  

Base metals        

Aluminum 

(USD/metric 

tonne) 

1,864.50  2,050.00  2,150.00  2,150.00  2,250.00  2,114.59  2,150.00  

Copper 

(USD/metric 

tonne) 

6,154.00  6,000.00  6,500.00  6,750.00  7,000.00  6,547.63  6,562.50  

Lead 2,020.50  1,936.35  2,078.35  2,148.69  2,218.73  2,249.46  2,095.53  

Nickel 12,405.00  12,125.00  12,500.00  12,750.00  13,250.00  13,182.34  12,656.25  

Tin 21,050.00  21,000.00  20,750.00  20,750.00  20,500.00  20,081.72  20,750.00  

Zinc 2,616.00  2,512.90  2,686.71  2,772.48  2,857.71  2,895.11  2,707.45  

Prices as of 14 February 2019. Note: prices are average of time period unless indicated otherwise.  

Source: EIKON, Emirates NBD Research 
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Disclaimer 

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the 

publication, you signify you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such 

modifications shall be effective immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the 

publication, after modifications to the Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to 

accept the content of this Disclaimer, you may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this 

Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates 

NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result 

of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related 

data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude any 

transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes 

in any other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates 

NBD does not guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third 

parties. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.  

 

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD 

of investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, 

accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary 

to law or regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, 

successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from 

the publication including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision 

occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS, 

OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL, 

CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH 

DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR 

LOST BUSINESS. The information contained in the publication 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. Anyone proposing to rely on or use the information contained in the 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 regarding 

information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such 

instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.  

 

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory 

or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a 

conflict of interest that could affect the objectivity of this report.  

 

The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific 

needs of recipients.  

 

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates 

NBD may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments 

and/or when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment 

activities. Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any 

investment activity described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is 

suitable, lies exclusively with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the 

information contained herein is not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed, 

compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of 

judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All 

present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any 

governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other 

lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof. 

Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor 

to, the content of the publication, or any variations or derivatives thereof, for any purpose.  

 

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR 

DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY 

DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY 

NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU 

MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD. 

THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE 

DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY. 

FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS 

SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE 

PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS. 

MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED 

HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE 

PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree, 

at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from 

and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication, 

including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to, 

or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving 

the publication.  
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