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Preface 
 

 

Global macro: The coronavirus pandemic is causing untold disruption to global output, with 

a severe contraction expected for every major economy. Central bank and government 

efforts to cushion the blow through monetary and fiscal stimulus are seeing previous 

economic dogmas abandoned, with unknown consequences for the future. 

GCC macro: GCC economies are faced with a triple whammy of lower oil production, 

sharply lower oil prices – which together have hit budget revenues - and contracting non-oil 

sectors this year.     

MENA macro: The burden the coronavirus crisis has exerted on external and fiscal 

balances has seen countries around the world go to the IMF for support, including a number 

from the MENA region. While this emergency funding will help tide them over for now, the 

fact that countries are also engaging in renewed longer-term programmes with the Fund 

should provide an effective policy anchor and reassurance for private investors in the wake 

of the crisis. 

EM Focus: India’s economy appears to have suffered an outsized impact from the 

coronavirus outbreak. An already slowing economy, limited fiscal space and the need for 

longer than expected restrictions on economic activities have exacerbated the pain. 

Financial markets though, like their global peers, remain relatively resilient on account of 

monetary stimulus and ample liquidity. 

Currencies: With lockdowns starting to be relaxed we have adjusted our FX forecasts to 

allow for a gradual dollar depreciation predicated on a very gradual recovery in the US and 

the global economy. 

Financial Markets: The chasm between the financial market’s performance and the 

uncertain outlook over economic growth has grown wider since the first bout of selling in 

March 2020.  

Commodities: OPEC+ has called out countries for failing to hit their production cut targets. 

However, internal inconsistencies across members will make long-lasting compliance hard 

to achieve.  

Sector Outlook: Tourism in the UAE has come under strain as a result of the Covid-19 

pandemic. Regulators across the industry are taking steps to ease the pain and allow the 

industry to bounce back once the virus subsides.  

 

 

Timothy Fox 

Chief Economist & Head of Research 
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Global Macro
The coronavirus pandemic, while easing in some countries, 

continues to register exponential growth in new cases in many 

others, and is unlikely to be quashed globally in the next two 

quarters. As such, it will continue to weigh on economic activity 

around the world despite authorities’ best efforts on both the fiscal 

and the monetary side, which have seen previous orthodoxies 

jettisoned. Even once the pandemic is over, these desperate 

measures to support economies and stave off complete collapse will 

have unknown but potentially long-lasting and significant effects. 

 

Cases continue to rise (m) 

 
Source: WHO situation reports, Emirates NBD Research (China figures 

include Hong Kong & Macau but exclude Taiwan),  

 

As of June 14 there had been 7.4m confirmed coronavirus cases 

around the world, with the number of new cases still rising by in 

excess of 100,000 each day. While some of this ongoing rise can 

be explained as a product of greater testing, potentially identifying 

more asymptomatic or mild cases which might previously have gone 

unidentified, the fact remains that the pandemic remains a very clear 

and present danger to millions of people around the world. As such, 

while there have now been tentative steps towards easing 

restrictions in many countries globally, these are not 

comprehensive. In addition, the risk of a second wave, or even a 

modest resurgence in new cases, threatens the re-imposition of 

restrictions on activity. Beijing is a case in point, where lockdown 

measures were reimposed in mid-June after a renewed outbreak of 

the virus. Governments are having to juggle the pressing need to 

reinvigorate activity with that of preserving their citizens’ health and 

wellbeing. 

 

While the initial impact of the nascent pandemic was first felt in the 

forward-looking markets, it is now starkly apparent in the economic 

data just how severe a drag on activity it has been and scores of 

data points have shown unprecedented declines in recent months. 

JP Morgan’s Global Manufacturing PMI bottomed out at a series low 

of 39.6 in April before picking up to 42.4 in May, but it remains deep 

in contractionary territory. All countries’ respondents reported a 

slower contraction in their manufacturing sectors last month, but 

China was the only country in positive 50.0-plus territory – and as 

we have seen above, even this could come under threat if the 

renewed restrictions become more widespread. With shops shut 

and household spending curtailed by job losses, furloughing, or 

simply concerns for the future, consumer spending has also fallen 

off a cliff. Retail spending in the US declined by -16.2% m/m in April, 

following a -2.6% drop in March as the pandemic started to hit. With 

private consumption having been the lynchpin of US growth in 

recent years, this raises serious questions regarding its outlook. 

 

China PMI offers hope for global recovery 

 
Source: Bloomberg, Emirates NBD Research 

Q1 growth figures across a host of major economies showed severe 

y/y contractions in real GDP, with first-affected China contracting by 

6.8%, while Italy shrank by 5.4%. Both of these economies were 

affected by coronavirus early on, while the UK, which only saw a 

rapid rise in cases in the second half of March, saw a contraction of 

just -1.6%. However, the release of April data by the UK Office for 

National Statistics showed that the rolling 3-month y/y growth rate 

had widened to -10%, and this contraction will likely get even deeper 

over the next two prints given the eye-watering 20.4% m/m 

contraction that month. Going by the PMI readings and other data 

points, Q2 will be far worse for most countries than the already poor 

first quarter. 

 

Earliest hit saw worse Q1 growth (%y/y) 

 
Source: Bloomberg, Emirates NBD Research 
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The question remains, how quickly can this be recovered once the 

pandemic is brought to heel? The problem is that the longer the 

healthcare crisis goes on for, the more likely it is that an economic 

(and maybe a financial) crisis will form as well. Initial expectations 

of a rapid v-shaped recovery have largely been discarded now, not 

only as the virus has perhaps wrought greater havoc than initially 

anticipated, but that its stresses will not be easily overcome. Job 

losses across the world have been enormous, with the US 

unemployment rate at 13.3% in May, compared to 3.5% in pre-

coronavirus February. These are levels not seen since the Great 

Depression, and there have been similar rises elsewhere. While it 

would be expected that many jobs would return quite rapidly, the 

likelihood is that a full recovery in employment will take a significant 

amount of time, especially if social distancing measures see 

restaurants forced to operate at 30% capacity and other such 

measures. With for example 40% of Americans having less than 

USD 400 in liquid cash, this is potentially devastating for demand, 

especially as furlough schemes begin to dry up. 

 

OECD 2020 forecasts hold gloom for all 

(%y/y) 

 
Source: OECD, Emirates NBD Research 

 

The latest GDP growth projections from the OECD reflect these 

pressures, forecasting a 7.3% contraction in the US this year. The 

body’s projections for many other countries is even gloomier, 

foreseeing contractions in the range of -11.1% to -11.5% for Spain, 

Italy, France and the UK. Its global projection sees either a -7.6% 

contraction in the case of a second wave of the virus, or 6% without. 

Growth will return in 2021, but will not be sufficient to negate this 

year’s contraction, a sentiment shared by the IMF. While the Fund’s 

global forecast still stands at a -3.0% contraction this year with a 

recovery to the tune of 5.8% growth in 2021, managing director 

Kristalina Georgieva has made it very clear that this forecast will see 

a sizeable downward revision this month, and that a full recovery 

next year is now unlikely. Further risks come in the form of an 

embattled US President who will potentially play to his base ahead 

of November elections by escalating trade wars with China and the 

EU, and the ongoing threat of the UK not reaching a comprehensive 

trade deal with the EU.  

 

 

Massive fiscal stimulus 

As they struggle to contain the economic fallout of the pandemic, 

most governments around the world have embarked on a strategy 

of fiscal stimulus (barring outliers such as Saudi Arabia which has 

tightened policy). Previously long-held orthodoxies around keeping 

balanced books or maintaining austerity programmes have been 

comprehensively discarded, highlighting how momentous the 

pandemic’s effect on global economics has been. Some of these 

stimulus packages have been to eye-watering levels, with Japan’s 

total stimulatory spending promises to date totaling some 40% of 

GDP, while that of the US and UK are at around 11% and 15% 

respectively. 

 

Sizeable stimulus packages (% GDP) 

 
Source: IMF, Emirates NBD Research 

 

This stimulus has come in different forms, though most developed 

markets have implemented some form of furlough scheme, paying 

a proportion of an employee’s wages rather than have them made 

redundant by their employer. Modeled on the widely lauded 

kurzarbeit programme implemented in Germany in 2009, the 

intention is that workers can return to work more rapidly once the 

crisis has passed than if they were laid off entirely. Other measures 

have included tax breaks and helicopter money, which in the US 

served to boost personal income by 10.5% m/m in April.  

 

Helicopter money boosted US income m/m 

 
Source: BEA, Emirates NBD Research 
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Coupled with the hit to revenues caused by the economic disruption 

of the pandemic, budget deficits are set to soar this year, with that 

of the US going from -4.7% of GDP in 2019 to a projected -16.8%, 

and the Eurozone’s from -0.6% to -9.4%. 

 

Stimulus will widen fiscal deficits  

 
Source: Bloomberg, Emirates NBD Research 

 

Depending on the recovery in demand and employment levels, the 

key question is how and when governments can start to seriously 

roll back these programmes, without jeopardising any nascent 

recovery. This potentially gives rise to the adoption of Modern 

Monetary Theory by the backdoor, with fiat economies theoretically 

able to continue boosting their spending, without concerning 

themselves overly with rising debt levels – a significant change from 

the prevailing government practice since the Global Financial Crisis.  

 

Perennially frugal Germany did indicate in March that it would return 

to its previous policy of a balanced budget after the crisis had 

passed, but the longer the crisis continues it will become 

increasingly hard to wean the economy off this stimulus. Indeed, 

recent weeks have seen Germany come out with a plan to create 

an EUR 750bn fund to aid Eurozone states hit hard by the 

pandemic. The plan, developed with France, would potentially see 

common debt issued by the bloc to provide grants to individual 

countries. While the ‘frugal four’ of Austria, Denmark, Netherlands 

and Sweden have called instead for loans from an emergency fund 

instead, the backing by Germany represents a possible watershed 

moment in the history of Eurozone integration, potentially a stepping 

stone on the road to fiscal integration. 

 

Renewed quantitative easing as central banks 

pledge ‘whatever it takes’ 

Central banks’ efforts have been no less strenuous than those of 

their government counterparts. However, the room for monetary 

maneuver was arguably far more constrained, with the operating 

environment having never convincingly returned to the pre-GFC 

‘normal’. The interest rate cuts and unconventional stimulus 

measures implemented then as banks sought to ease the financial 

crunch have only slowly been eased in the intervening decade as 

inflation has remained stubbornly low. Indeed, it was perhaps only 

the US that looked like it had finally reached something approaching 

escape velocity from that period, but the Federal Reserve has 

rapidly found itself back at square one over the course of the past 

three months, with no expectation of any significant change over the 

next two years. 

 

Policy rates falling back again 

 
Source: Bloomberg, Emirates NBD Research 

 

While chatter about the possibility of the Fed Funds target range 

turning negative has dissipated over the past month, finally put to 

bed by a surprise improvement in May’s jobs numbers, that does 

not detract from the significance of the cumulative 150bps of cuts 

implemented since the crisis began. This took the upper bound from 

1.75% to 0.25% – back to post-GFC lows – and there is very little to 

suggest that rates will increase from here any more rapidly than they 

did following the last crisis. Fed Chair Jerome Powell confirmed this 

at the June FOMC meeting, stating that ‘we are not even thinking 

about raising rates’, and the dot plot released with the statement 

showed that all but two members expect interest rates to remain at 

the current level through 2022.  

 

The Bank of England (BoE) also implemented two rate cuts, taking 

the bank rate from 0.75% at the start of March to the current 0.1%. 

However, having failed to meaningfully raise rates in the preceding 

years, hampered further by an emergency stabilising cut following 

the Brexit referendum, the BoE had less leeway than the Fed. Even 

more constrained are the European Central Bank (ECB) and the 

Bank of Japan (BoJ), both of which had already been trapped with 

negative benchmark interest rates, and have not as yet opted to 

slash them further. 

 

With space on the easing side curtailed, these major central banks 

have been reaching back into their bag of tricks, with an increasing 

emphasis on quantitative easing. There have been repeated 

pledges to do ‘whatever it takes’ by officials, and this promise is 

arguably backed up by the massive increase in balance sheets 

since the crisis began. The Fed’s holdings have expanded by 

around 70% to USD 7.1tn since the crisis began, and after the June 

meeting the FOMC said it would increase its holdings of treasuries 

and mortgage-backed securities (MBS) at least at the current pace, 

pledging around USD 80bn a month for USTs and USD 40bn for 

MBS. There have been similar expansions in the balance sheets of 
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the ECB and BOJ. The ECB’s so-called Pandemic Emergency 

Purchase Programme expansion pledged an additional EUR 600bn 

announced at its June meeting taking the total to EUR 1.35tn, while 

BoJ Governor Haruhiko Kuroda has reiterated support for its policy 

of yield curve control, ramping-up purchases by the central bank in 

recent months. 

 

Federal reserve boosting assets again  

 
Source: Bloomberg, Emirates NBD Research 

 

Although this time around the huge fiscal stimulus means that 

central banks are not having to do all the heavy lifting themselves, 

the resumption in massive QE programmes risks exacerbating the 

arguable downsides of flooding the market with cheap money, 

especially on inflated asset prices. This affects not only those 

countries where central banks are involved in QE, but also 

emerging markets buoyed up by the inevitable hunt for yield. It 

also raises the prospect of a new taper tantrum similar to that seen 

in 2013, and the possibility of the Fed turning to yield curve control 

in order to avoid this possibility. 

 

Daniel Richards 
danielricha@emiratesnbd.com 
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Key Economic Forecasts – Global 

US 2015 2016 2017 2018 2019e 2020f 2021f 

Real GDP % 2.9 1.6 2.4 2.9 2.3 -6.5 4.2 

 Current A/C % GDP -2.2 -2.3 -2.3 -2.4 -2.3 -2.1 -2.4 

 Budget Balance % GDP -2.6 -3.1 -3.4 -4.2 -4.7 -16.0 -10.0 

 CPI % 0.1 1.3 2.1 2.5 1.8 0.7 1.5 

 Eurozone        

Real GDP % 2.1 1.9 2.5 1.9 1.2 -12.0 5.0 

Current A/C % GDP 2.8 3.3 3.2 3.1 2.7 3.0 2.8 

Budget Balance % GDP -2.0 -1.4 -0.9 -0.5 -0.8 -10.0 -5.0 

 CPI % 0.2 0.2 1.5 1.8 1.2 0.5 1.0 

 UK        

Real GDP % 2.4 1.9 1.9 1.3 1.4 -10.0 4.5 

Current A/C% GDP -4.9 -5.2 -3.5 -3.9 -4.3 -3.9 -3.8 

Budget Balance % GDP -4.5 -3.3 -2.5 -2.2 -1.9 -13.0 -6.0 

CPI % 0.0 0.7 2.7 2.5 1.8 1.0 1.5 

 Japan        

Real GDP % 1.3 0.5 2.2 0.3 0.7 -5.0 2.5 

 Current A/C % GDP 3.1 4.0 4.1 3.5 3.3 3.3 3.3 

 Budget Balance % GDP -3.6 -3.5 -3.0 -2.4 -2.6 -15.0 -8.0 

 CPI % 0.8 -0.1 0.5 1.0 0.5 0.0 0.3 

 China        

Real GDP % 7.0 6.8 6.9 6.7 6.1 1.0 8.0 

 Current A/C % GDP 2.8 1.8 1.6 0.4 1.2 0.5 0.8 

Budget Balance %GDP -3.4 -3.8 -3.7 -4.1 -4.9 -7.0 -6.0 

CPI% 1.4 2.0 1.6 2.1 2.9 3.1 2.2 

 India*        

Real GDP% 7.4 8.0 8.3 7.0 6.1 4.2 -4.0 

Current A/C% GDP -1.1 -0.6 -1.5 -2.4 -0.9 -1.0 -0.5 

Budget Balance % GDP -3.5 -3.6 -3.9 -3.6 -3.5 -4.6 -7.0 

CPI % 4.9 5.0 3.3 4.0 3.7 4.8 3.5 

Source: Bloomberg, Emirates NBD Research 

*For India the data refers to fiscal year (April – March)  
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GCC Macro 
 

GCC economies are faced with a triple whammy of lower oil 

production, sharply lower oil prices – which together have hit budget 

budget revenues - and contracting non-oil sectors this year. We 

estimate average GCC GDP will contract by -4% in 2020, on a 

nominal GDP-weighted basis. While this is not as severe a 

contraction as in many other regions, it comes after several years of 

lackluster growth. For 2019 growth in the region averaged just 0.7%.   

Average* GCC growth & budget balance 

         

*Weighted by nominal GDP 

Source: Haver Analytics, Emirates NBD Research 

 

Oil sectors are likely to contract this year as the steep OPEC+ 

production cuts implemented in May have been extended through 

July, while non-oil sectors across the region have been hit by 

coronavirus-related shutdowns. As a result of lower budget 

revenues, fiscal stimulus in the GCC has been much smaller than in 

many other countries. Moody’s estimates direct fiscal stimulus at 2% 

of GDP in the UAE, compared with 40% in Japan, 11% in the US 

and 20% in the UK and Germany (including government guarantees 

in the latter two countries), according to Fitch Ratings.   

 

Instead, the authorities in the GCC have focused on ensuring 

sufficient liquidity in the banking system and measures to boost 

lending, offer flexibility on loan repayments and tax deferments. 

These measures have had varying results. In Saudi Arabia, private 

sector loan growth has accelerated through April, while in the UAE 

it has been public sector entities that have increased borrowing in 

March and April, with private sector credit up less than half a percent 

between December 2019 and April 2020.  

 

Survey data show the non-oil private sectors in the UAE and Saudi 

Arabia contracting sharply in recent months as shutdowns and 

restrictions on movement have weighed on business activity and 

new orders across most sectors.  In the UAE, private sector jobs 

have been shed every month since the start of the year, with the 

rate of job shedding accelerating during the shutdown months of 

March and April. Travel & tourism has been one the hardest hit 

sectors both in terms of the decline in activity and job losses, 

according to the Dubai PMI surveys. Further redundancies have 

been announced in the aviation sector in June, and other sectors 

could follow in the coming months. The private sector accounts for 

more than 80% of total UAE employment according to the central 

bank. With the majority of employees being expatriates, job losses 

could lead to a decline in the population, which would have negative 

second round effects on domestic demand. Oxford Economics 

expects up to 900,000 jobs could be lost, which is around 10% of 

the UAE’s population.    

 

While the demographics are different in Saudi Arabia, where 70% 

of the population are nationals, the government’s decision to tighten 

fiscal policy through cutting spending, suspending the cost of living 

allowance and raising taxes is a different headwind to any recovery 

in domestic demand over the next 12 months. Private sector wages 

have declined at a record rate in May, according to the PMI survey 

and while private sector employment has declined at a slower rate 

than in the UAE, the survey data indicates that jobs have been lost 

in March through May.   

PMIs: Employment and staff costs  

  

Source: IHS Markit, Emirates NBD Research 

 

In the absence of sizable direct fiscal stimulus in the GCC, any 

recovery will depend on the speed with which the external 

environment improves. For an open economy like the UAE, a 

rebound in global trade volumes and opening up of air travel would 

provide a boost to key non-oil sectors including transport & logistics, 

tourism and hospitality. However, recent data suggests only a 

gradual and tentative improvement in the external environment. As 

a result, we expect only a modest rebound in the region in 2021, 

with growth at 1.6% on average.     

 

Khatija Haque 
khatijah@emiratesnbd.com 
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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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Key Economic Forecasts - GCC 

United Arab Emirates 2017 2018 2019e 2020f 2021f 

Nominal GDP $bn 385.9 422.5 421.4 359.9 379.3 

Real GDP % 2.4 1.2 1.7 -5.5 1.4 

Current A/C % GDP 7.1 9.6 7.0 0.8 3.7 

Budget Balance % GDP -0.2 5.8 5.5 -7.1 -2.9 

CPI % 2.0 3.1 -1.9 -1.5 0.0 

Saudi Arabia      

Nominal GDP $bn 688.6 786.5 793.0 666.1 708.1 

Real GDP % -0.7 2.4 0.3 -4.0 1.5 

Current A/C % GDP 1.5 9.0 6.3 -7.1 -4.9 

Budget Balance % GDP -9.2 -5.9 -4.5 -13.3 -10.7 

CPI % -0.8 2.5 -1.2 1.8 2.0 

Qatar      

Nominal GDP $bn 166.9 191.4 183.5 148.0 178.4 

Real GDP % 1.6 1.5 -0.2 -1.0 2.6 

Current A/C % GDP 3.8 8.7 2.3 -16.1 -10.4 

Budget Balance % GDP -6.6 2.2 0.9 -13.9 -10.1 

CPI % 0.4 0.3 -0.8 -1.0 1.0 

Kuwait      

Nominal GDP $bn 120.7 140.6 134.6 105.4 113.1 

Real GDP % -4.7 1.2 0.4 -5.6 1.7 

Current A/C% GDP 8.0 14.1 16.4 -3.0 -9.5 

Budget Balance % GDP -8.9 -3.0 -12.9 -27.9 -19.8 

CPI % 1.6 0.6 1.1 1.5 1.5 

Oman      

Nominal GDP $bn 70.5 79.2 76.0 65.4 68.2 

Real GDP % 0.3 1.8 1.1 -2.1 1.1 

Current A/C % GDP -15.6 -5.5 -6.9 -22.4 -13.1 

Budget Balance % GDP -13.9 -8.7 -9.1 -16.4 -13.2 

CPI % 1.6 0.9 0.1 0.0 1.0 

Bahrain      

Nominal GDP $bn 35.5 37.7 38.6 36.5 38.0 

Real GDP % 4.3 1.8 1.8 -2.1 1.0 

Current A/C % GDP -4.1 -6.5 -2.1 -4.4 -3.4 

Budget Balance % GDP -10.0 -6.3 -4.8 -11.0 -9.1 

CPI % 1.4 2.1 1.0 -1.0 1.0 

GCC (Nominal GDP weighted avg)      

Nominal GDP $bn 458 519 525 443 469 

Real GDP % 0.2 1.9 0.7 -4.0 1.6 

Current A/C % GDP 8.2 16.4 11.9 -5.7 -1.4 

Budget Balance % GDP -6.8 -1.9 -2.2 -12.9 -9.4 

CPI % 0.1 2.4 -0.5 1.4 1.9 

Source: Haver Analytics, National sources, Emirates NBD Research
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MENA Macro: A region under pressure turns to the IMF 
 

The coronavirus pandemic has rapidly created extreme pressures 

on the external and fical balances of many emerging market 

economies around the world, prompting a glut to turn to the IMF for 

immediate support in the form of Rapid Financing Instruments 

(RFIs) or Rapid Credit Facilities (RCF). The MENA region is no less 

affected, with three countries so far having taken advantage of the 

RFI scheme. While these will help paper over the cracks in the near 

term, the crisis has also prompted renewed discussions about 

longer-term IMF assistance and related reforms, which will help 

provide important policy anchors once the crisis has passed. 

 

A whole world under pressure 

A flight for safety by portfolio investors, diminished receipts from 

goods exports or tourism sectors, and a fall in remittances have all 

served to both run down FX reserves and to hit fiscal balances in 

many emerging economies at an unsustainable rate, risking 

financial meltdown, and necessitating rapid support from the IMF. 

RFIs are specifically designed by the Fund for just such 

eventualities, providing ‘rapid and low-access financial assistance 

to member countries facing an urgent balance of payments need, 

without the need to have a full-fledged program in place.’ They are 

especially intended for rapid aid in the eventuality of events such as 

natural disasters or commodity price shocks. Recognising the 

potential severity of the current crisis, the IMF extended the access 

limits of the RFI scheme from 50% to 100% of quota per year, and 

also accelerated the board consideration procedure for applications. 

RCFs are similar, but aimed at low-income countries. 

USD 7bn paid out in RCIs and RCFs 
around the region 

Afghanistan Georgia Pakistan 

Armenia Jordan Tajikistan 

Djibouti Kyrgyzstan Tunisia 

Egypt Mauritania Uzbekistan 

 

Source: IMF, Emirates NBD Research 

 

Almost no region has been unaffected by these balance of 

payments pressures, with economies in South America (Bolivia, 

Ecuador), Caribbean (Jamaica, Bahamas), Central Asia 

(Kyrgyzstan, Uzbekistan), South Asia (Bangladesh, Pakistan), 

Eastern Europe (North Macedonia, Moldova), and Sub-Saharan 

Africa (Kenya, Nigeria), all drawing on the support, among many 

other countries. The MENA region has also sought assistance, with 

Tunisia, Egypt and Jordan all receiving RFI funding since the 

pandemic began, while Morocco drew down on its existing 

Precautionary and Liquidity Line (PLL) for the first time since it first 

arranged such an instrument in 2012.  

Tourism hit will impact economic growth 

A commonality between all four of these countries is a substantial 

tourism sector which will essentially be shut down completely for 

several months, and only partially recover thereafter this year. 

According to World Travel & Tourism Council data, the sector’s 

share of GDP averaged a sizeable 16.5% of GDP across them in 

2018. This remains off the 19.8% average of 2010, just prior to the 

regional protests which led to the overthrow of presidents in Egypt 

and Tunisia, but will nevertheless mean a sizeable blow to economic 

activity this year as foreign visitors are unable, or unwilling, to travel. 

While there remain questions over demand levels going forward, 

manufacturing sectors should be able to resume full operations, if 

they have not done so already. The travel and hospitality sectors, 

however, will continue to be impinged upon by restrictions aimed at 

curbing the virus’s spread, whether that be in the countries 

themselves, or in visitor origin countries. Even once all restrictions 

are lifted, some level of apprehension among tourists will likely lead 

to a lower take-up of holidays to the MENA region than might 

otherwise have been expected. 

Tourism, % GDP 

 
Source: World Travel & Tourism Council, Emirates NBD Research 

 

This wipeout of the tourism sectors this year will weigh heavily on 

economic activity, contributing to the sizeable real GDP contractions 

we anticipate in all four economies in calendar 2020. As a major 

employer, the contraction in the tourism sectors will also weigh on 

domestic demand through curbing household spending power, 

further exacerbating the economic malaise. This will in turn limit the 

efficacy of trying to fill hotels with domestic holidaymakers. 

 

The assistance provided by the IMF will be crucial in this regard, 

through supporting government furlough schemes and other 

emergency spending measures and tax cuts associated with the 

pandemic and efforts to keep the economy buoyant. In Morocco, a 

special fund initiated for coping with the pandemic amounted to 

around 3% of GDP, the same as the PLL from the IMF. Similarly, in 

Tunisia, the USD 850m announced in March as allocated to 

combatting the economic and social fallout of the pandemic was 
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almost matched by the USD 745m RFI provided by the IMF in April. 

While not all the additional spending will be provided by the IMF by 

any means – Egypt, for example, issued USD 5bn of Eurobonds in 

May – it is a significant support. 

Travel as % of goods & services exports 

 
Source: Haver Analytics, Emirates NBD Research 

 

The other key benefit of the IMF assistance is generating an inflow 

of FX when this has been severely curtailed for most of the non-oil 

producing countries in the region, and especially these countries 

with sizeable tourism sectors. Jordan’s tourism inflow accounted for 

36% of goods and services exports last fiscal year, followed by 

Egypt (25%), Morocco (18%) and Tunisia (10%). The fall in tourism 

revenues and flight to safety by portfolio investors in particular saw 

Egypt’s admittedly sizeable FX reserves fall by USD 9.5bn over the 

three months from February to May as the central bank intervened 

to support the currency. 

 

Looking ahead 

While the RFI is a valuable instrument in the near term, these 

countries continue to grapple with deeper-seated structural issues 

which long preceded the advent of the current coronavirus crisis, 

and will benefit from ongoing assistance from the IMF. This is not 

only in terms of more funding, but, crucially, the anchor being 

involved in an IMF programme provides for policy makers, and the 

reassurance this gives to international investors and other bilateral 

and multilateral bodies. 

 

To this end, both Egypt and Jordan have recently agreed new deals 

with the IMF over the past several months which will entail far 

greater scrutiny and come with reform obligations attached. On June 

4, the IMF announced that it had reached staff-level agreement on 

a new 12-month Stand-By Arrangement with Egypt to the tune of 

USD 5.2bn. According to the Fund’s statement, the new deal will 

support ‘the authorities’ efforts to maintain macroeconomic stability 

amid the COVID-19 shock while continuing to advance key 

structural reforms.’ While the details of Egypt’s reform commitments 

related to this new deal are yet to be clarified, a touted focus on the 

private sector could help boost SMEs in the country, providing 

crucial job creation. In Jordan, a new USD 1.3bn Extended Fund 

Facility was signed off in March.  

 

Daniel Richards 
danielricha@emiratesnbd.com
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Key Economic Forecasts – Non-GCC Oil Importers 

Egypt* 2017 2018 2019 

e 

 

2020f 2021f 

 

f 

Nominal GDP $bn 225.8 241.5 291.7 328.2 330.9 

Real GDP % 4.1 5.3 5.6 3.2 2.0 

Current A/C % GDP -6.4 -2.5 -3.7 -3.1 -4.0 

Budget Balance % GDP -10.8 -9.8 -8.6 -8.1 -10.0 

CPI % 29.6 14.4 9.4 7.0 8.0 

Jordan 332.4 225.8 241.6 299.2 368.4 

Nominal GDP $bn 40.7 42.3 43.7 43.7 46.5 

Real GDP % 2.1 2.0 2.1 -3.9 2.9 

Current A/C % GDP -10.8 -7.1 -5.4 -6.6 -7.9 

Budget Balance % GDP -2.7 -2.6 -2.2 -4.3 -4.8 

CPI % 3.3 4.5 0.3 2.4 3.0 

Lebanon      

Nominal GDP $bn 52.1 62.3 65.9 64.2 66.0 

Real GDP % 0.6 0.2 -0.3 -8.9 -3.4 

Current A/C % GDP -23.3 -21.4 -17.5 -18.5 -14.4 

Budget Balance % GDP -7.0 -10.8 -9.5 -11.9 -11.0 

CPI % 4.5 6.1 10.1 40.0 20.0 

Morocco      

Nominal GDP $bn 109.6 118.1 119.7 115.5 122.5 

Real GDP % 4.2 3.1 2.5 -5.5 4.3 

Current A/C % GDP -3.4 -5.3 -4.2 -5.8 -4.8 

Budget Balance % GDP -3.4 -3.7 -4.1 -7.1 -6.8 

CPI % 0.8 1.8 0.3 1.0 0.8 

Tunisia 103.3 109.6 117.9 119.1 123.7 

Nominal GDP $bn 40.1 35.7 33.8 33.6 34.6 

Real GDP % 2.0 2.6 1.9 -3.5 2.9 

Current A/C % GDP -10.2 -12.5 -10.4 -10.9 -9.6 

Budget Balance % GDP -6.2 -5.4 -4.2 -8.3 -7.8 

CPI % 5.3 7.4 6.7 6.0 5.8 

Oil Importers  (GDP weighted avg)      

Nominal GDP $bn 147.3 158.5 192.5 219.1 220.2 

Real GDP % 3.4 3.7 3.7 -0.8 2.0 

Current A/C % GDP -8.3 -6.6 -6.0 -6.0 -5.9 

Budget Balance % GDP -7.6 -7.6 -7.0 -8.0 -8.9 

CPI % 15.7 9.1 6.6 9.0 7.3 

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 167.6 165.5 163.4 160.3 164.7 

Real GDP % 0.4 1.6 1.0 -0.9 2.0 

Current A/C % GDP -13.3 -10.4 -8.7 -10.6 -10.4 

Budget Balance % GDP -6.5 -9.2 -9.5 -14.9 -14.1 

CPI % 6.0 3.5 2.4 2.3 3.2 

Iran      

Nominal GDP $bn 446.9 422.4 528.6 632.3 742.1 

Real GDP % 3.3 -4.2 -8.7 -5.2 1.7 

Current A/C % GDP 3.5 3.7 -0.2 -2.2 -2.2 

Budget Balance % GDP -5.1 -4.2 -4.3 -6.0 -5.6 

CPI % 10.0 21.0 38.7 27.5 20.0 

Iraq 441.8 446.9 433.4 494.1 586.2 

Nominal GDP $bn 166.2 215.5 243.3 230.4 249.2 

Real GDP % 1.0 0.3 4.2 -5.4 3.9 

Current A/C% GDP 9.0 15.9 6.5 -4.8 -3.2 

Budget Balance % GDP -1.8 8.3 -1.1 -19.7 -17.1 

CPI % 0.7 0.4 -0.2 0.9 1.0 

Libya      

Nominal GDP $bn 35.4 34.1 35.3 40.9 44.4 

Real GDP % 30.3 0.9 2.7 -1.7 -14.9 

Current A/C% GDP -9.5 -2.1 -2.6 -2.7 -2.6 

Budget Balance % GDP -10.6 -7.1 -6.2 -5.5 -5.1 

CPI % 25.0 11.5 10.0 8.5 7.0 

Oil Exporters (GDP weighted avg)      

Nominal GDP $bn 314.5 302.5 377.4 450.8 535.0 

Real GDP % 4.1 -1.4 -3.5 -4.1 1.4 

Current A/C % GDP 0.7 3.6 -0.9 -4.1 -3.3 

Budget Balance % GDP -6.7 -2.8 -3.9 -9.4 -8.5 

CPI % 7.6 12.4 22.3 17.3 13.2 
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EM Focus: India 

India’s economy appears to have suffered an outsized impact from 

the coronavirus outbreak. An already slowing economy, limited 

fiscal space and the need for longer than expected restrictions on 

economic activities have exacerbated the pain. Financial markets 

though, like their global peers, remain relatively resilient on account 

of monetary stimulus and ample liquidity. 

 

Where does the Indian economy stand? 

India’s GDP grew at 3.1% in Q4 FY 2020 to lower the full year FY 

2020 expansion to 4.2%. This was the lowest annual growth in eight 

years. It must be noted that only a small part of the impact of the 

lockdown measures would be visible in this data. The underlying 

data behind GDP growth indicated that continued weakness in 

investment and private consumption remained the bugbear. 

Investment growth dropped to -6.5% y/y in Q4 FY 2020 compared 

with -5.2% in Q3 FY 2020 and private consumption slowed to 2.7% 

in Q4 FY 2020 compared with 6.6% in Q3 FY 2020. Government 

consumption remained robust at 13.6%.  

GDP growth at multi-year lows (y/y, %) 

 
Source: Bloomberg, Emirates NBD Research 

 

Industrial production plunged 46% m/m and 55% y/y in April 2020. 

The data is not surprising considering that the entire country was in 

lockdown. The manufacturing and the services PMI data for May 

showed a very marginal improvement as they printed at 30.8 (versus 

27.4 in April) and 12.6 (versus 5.4 in April). The headline inflation 

data was not released for either April or May 2020 due to difficulty 

in data computation owing to lockdown. However, selected 

underlying data was released which showed that food inflation 

eased -0.4% m/m in May. 

 

Looking ahead, high-frequency data have started to show a pick-up 

in economic activity amid phased relaxation of economic 

restrictions. According to Google mobility report for the week ended 

June 7 2020, trends for supermarket & pharmacy (-14% from 

baseline versus -40% a month ago), workplaces (-14% from 

baseline versus -45% a month ago) and public transport (-41% from 

baseline versus -75% a month ago) has improved substantially over 

the past month. There has also been a pick-up in electricity 

consumption in May 2020 compared to April 2020.  

  

What has India done so far? 

Fiscal stimulus 
The fiscal stimulus announced by the government of India, 

amounting to 10% of GDP (USD 280bn) is a combination of fiscal 

support, credit guarantees, ease of doing business processes and 

fundamental reforms. The package desists from fleshing out sector-

specific steps and focuses more on generic measures. The actual 

cash spending is only between 1-1.5% of GDP which in current 

circumstances is understandable. While the government has not 

provided any estimates, it does expect direct and indirect tax 

revenue to go down significantly. In fact, the fiscal deficit for FY 2020 

came in at 4.6%, 100 bps higher than the budgeted deficit of 3.6%. 

 

The government has also increased its annual borrowing plan to 

INR 12trn from an earlier target of INR 7.8trn. Following the details 

of the stimulus package, the increased borrowing is likely to account 

for the steep fall in revenue collection rather than extra spending. 

While the reforms contained in the package, if implemented, bode 

well for the medium term, the package did not directly address the 

issue of reviving immediate demand. While concerns over the fiscal 

deficit and probable impact on inflation may have weighed on its 

mind, the route taken by the government will lengthen the recovery 

path.  

 

Monetary stimulus 
The Reserve Bank of India has reduced the repo rate cumulatively 

by 115 bps since the start of the year to 4.0%. The central bank has 

also widened the policy rate corridor by cutting the reverse repo rate 

by 155 bps to 3.35% in its bid to encourage banks to lend. The RBI 

has also reduced the cash reserve ratio by 100 bps as it seeks to 

shore up liquidity within the banking system. The central bank 

retains an accommodative stance as it prioritizes growth. Further, 

the RBI has provided moratoriums on term loans and interest on 

working capital, conducted LTROs, provided special finance 

facilities for various financial institutions and also made changes to 

non-performing asset classification. 

RBI cuts interest rates to record lows 
(Repo rate, %) 

 
Source: Bloomberg, Emirates NBD Research 
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So far, the RBI has been on the front foot in providing a cushion to 

the financial system from the viral outbreak. Having said that, the 

real assessment of the damage would begin earnestly only after 

moratoriums are lifted. We expect the RBI to ease further by as 

much as 50 bps over the next six months given that inflationary 

pressures are likely to recede owing to weak demand and good 

monsoons. 

 

Remittances – Significant but manageable 

According to the World Bank, global remittances are projected to 

decline by almost 20% in 2020 due to the economic crisis induced 

by the viral outbreak. The combination of lower income and 

increased reverse immigration to the home country is likely to be the 

primary driver behind the fall. India, the world’s biggest recipient of 

remittances, is likely to see a sharp fall with some estimates 

expecting inflows to decline to as low as USD 57bn in 2020. Last 

year, India received nearly USD 83bn in remittances, accounting for 

12% of global inflows. A significant portion of India’s remittances 

come from expatriates living in GCC countries and the decline in oil 

prices is likely to reduce their income and ability to send money 

home. 

Remittances expected to slow 
substantially (USD bn) 

 
Source: World Bank, Bloomberg 

 

Remittances play a critical role in boosting India’s foreign currency 

reserves and help fund its current account deficit. The fall in 

remittances may not have as much as an impact on India’s finances 

in the near term considering that lower oil prices and lower oil 

imports (owing to lockdown and weak growth) have reduced 

pressures on the current account deficit. Further, India’s forex 

reserves soared to USD 500bn at the end of last week owing to 

foreign investor inflows into equities.   

 

Monsoon – So far so good 

India’s Meteorological Department (IMD) has projected a normal 

monsoon season and early indications confirm that forecast. As of 

last week, for the country as a whole, monsoon rains cumulatively 

stands at 31% above the long-period average with 91% of India 

receiving normal to excess rainfall. Simultaneously, the Kharif crop 

sowing is also higher compared to last year. 

 

Monsoon rains are always critical to India’s rural economy. 

However, this year the importance is amplified by the fact India’s 

economy is expected to contract for the first time in four decades. 

The agriculture growth expansion will have a multiplier effect: higher 

rural income will help to partly negate slump in urban consumption 

and strong crop output will ease pressure on inflation in the second 

half of FY 2021. The government on its part has acted proactively 

and increased minimum support prices for crops in its bid to support 

farmer’s income. Agriculture contributes 15-17% to GDP and the 

rural economy accounts for c.45% of India’s GDP.  

 

Aditya Pugalia 
adityap@emiratesnbd.com 
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Currencies 

Dollar weakness to resume 
The start of March saw historic moves across global markets with 

the coronavirus spreading rapidly, which saw the dollar initially drop 

to lows of 94.895 on its DXY measure against a basket of major 

currencies. However, in the same month the dollar subsequently 

made a dramatic recovery, as the currency began to perform its 

traditional safe haven role peaking at 102.817. As risk appetite 

gradually began to improve, however, from April onwards this ended 

up weighing on the dollar, a trend which gathered pace in May and 

June. Tensions between the U.S. and China periodically served to 

strengthen it, but the easing of lockdown measures combined with 

signs of an improvement in business surveys in May resulted in a 

significant rally in risk assets to the detriment of the greenback.   

Dollar weakness resumes 

 
Source: Bloomberg, Emirates NBD Research.  

 

The dollar continues to react negatively therefore to recovering 

economic data as it gives support to hopes that the worst of the 

crisis is over, leaving it vulnerable again to the US economy’s twin 

deficits at a time when its interest rate support is much reduced 

following the Fed’s aggressive rate cuts. By extension signs that 

recoveries will be drawn out tend to lend it support as risk aversion 

increases appetite for it as a safe haven, as was the case following 

the Fed’s downbeat economic assessment in June. Signs of second 

waves of the Covid-19 virus are also dollar supportive as we have 

recently seen. We have adjusted our FX forecasts recently to allow 

for a gradual dollar depreciation predicated on a very gradual 

recovery in the US and the global economy. 

 

Euro benefits from EU coordination 

After spending the majority of April and May hovering between 

1.0800 - 1.1000, EURUSD was able to break out positively following 

the announcement of an EU EUR 750bn recovery plan which 

offered the chance of fiscal union augmenting the existing monetary 

union thereby reinforcing the robustness of the single currency. The 

appreciation of the EUR was further enhanced by the increase in 

the ECB’s asset purchase programme by EUR600bn, taking the 

size of the PEPP to EUR1.35 trillion. These actions combined with 

a slow relaxation of lockdowns, and a general improvement in 

sentiment caused the euro to experience its best winning streak 

since 2011, advancing for 8 days in a row. The currency temporarily 

broke through the 1.1400 level ahead of the June FOMC meeting 

but fell back as risk aversion returned. Going forward the markets 

will watch for progress by EU leaders in agreeing to the fiscal 

stimulus plan, with success still not guaranteed. Pushback from the 

so-called ‘frugal four’ of Austria, the Netherlands, Sweden and 

Denmark will be watched closely with EU leaders set to meet in mid 

June. The ruling from the German Constitutional Court on the 

legality of QE will also be watched, and may stand in the way of 

further EUR strength. Our EURUSD forecasts have been revised 

higher for the year ahead, although the end of this month could see 

some softness should the EU recovery plan still not be fully 

supported.  

EUR recovery looks promising 

 
Source: Bloomberg, Emirates NBD Research.  

 

Sterling still handicapped by trade talks  

Sterling dropped to its lowest point since 1984 in March, reaching 

1.1485, as coronavirus concerns combined with Brexit negotiations 

to create a climate not conducive to confidence about the health of 

the UK economy. The UK was particularly late in tackling the virus; 

a situation which did not help sentiment about the country’s pending 

trade negotiations with the EU. However, as the number of 

infections began to fall, so sentiment towards the pound improved 

alongside a pick-up in business surveys, allowing sterling to 

advance over 1.2500 in June. UK GDP plunged by 20.4% in April, 

the largest monthly contraction on record, following a -5.8% 

contraction in March, but this was largely overlooked as historic 

data. However, it does add pressure on the BoE to provide further 

stimulus measures at June’s policy meeting, with another GBP 

150bn of asset purchases expected on top of the GBP 200bn 

currently deployed. Having avoided cutting interest rates into 

negative territory the Bank sees QE as the best way of stimulating 

growth, and with UK shops reopening the emphasis on recovery will 

now take priority.  

 

In relation to Brexit the UK has now formally ruled out extending its 

post-Brexit transition access to the EU's single market and customs 

union, and will exit the single market on January 1st next year. More 

talks are planned to take place over a trade deal, but these may not 

yield success until later in the year leaving the pound handicapped 

in a period when the dollar is vulnerable. We still see the pound 

recovering, but perhaps not by as much as we thought it would at 

the start of the year.  
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GBP hit historic lows in March 

 
Source: Bloomberg, Emirates NBD Research.  

 

JPY & CHF barometers of risk  

USDJPY essentially mirrored the dollar's movement since March, 

dropping dramatically in the beginning of March to lows of 102.36, 

its lowest point since 2016, before recovering sharply to over 111 as 

risk appetite spiked. Since then it has occupied a range between 

106 and 110. Japan’s cumulative fiscal stimulus is the biggest of the 

major economies at 40% of GDP, but the JPY operates most of the 

time as a barometer of global risk appetite rather than reflecting 

Japan’s own fundamentals. The BOJ is likely to keep policy rates 

steady at -0.1% through the rest of the crisis and rely on asset 

purchases to provide additional fire power if needed. The CHF is 

also closely correlated to the JPY as the safe haven of choice in 

Europe, with its unwelcome resilience weighing on Swiss activity 

levels. Hence the SNB has been active in seeking to restrain 

EURCHF from falling below 1.05, increasing the size of its balance 

sheet and taking currency losses in the process to the tune of 

CHF40bn in Q1.   

 

 

AUD & NZD recover fast 

The AUD was another currency to reach historic lows, dropping to 

0.5743, its lowest point since 2003. The timing of the coronavirus  

was particularly bad for the Aussie dollar, as the country had been 

dealing with a summer of intense wildfires. However, it handled the 

crisis relatively well and quickly. In fact the currency has rallied since 

that point for pretty much the entire time, recovering back to the high 

0.60s,  an area it was at towards the end of December last year. The 

NZD acted almost identically to the AUD, reaching lows in March 

but then increasing to a high of 0.6560 in June, around the same 

price it was at in January. New Zealand has fought off the threat of 

the coronavirus very well as new and existing cases have reached 

0 as of 8th June, with only 22 deaths recorded overall.  

 

Brewing US tensions to keep CNY vulnerable 

The CNY has also been in the spotlight over the duration of this 

crisis, given China’s role as the source of the coronavirus and the 

impact that this is having on its relations with the rest of the world. 

The CNY lost ground to the USD from April to May weakening from 

below 7.05 to as far as 7.17, before recovering back to 7.06 in early 

June. The Chinese economy is likely to be one of the best 

performing ones this year given that its experience with Coronavirus 

occurred much earlier, with data already showing a modest 

improvement in production, and with the government on standby to 

stimulate further via cuts to the RRR and interest rates. However, it 

will be the brewing tensions with the US that will likely dominate the 

CNY’s trajectory, and with these likely to last all the way to the US 

elections in November we continue to see downside CNY risks. Any 

second wave of the virus will also be damaging to it, with some signs 

this month that this is already having a negative effect. 
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FX–Major Currency Pairs & Real Interest Rates 

Interest Rate Differentials–EUR  

Source: Bloomberg, Emirates NBD Research 

Interest Rate Differentials-CHF 

 
Source: Bloomberg, Emirates NBD Research 

 

Interest Rate Differentials-CAD 

 
Source: Bloomberg, Emirates NBD Research 

 

Interest Rate Differentials-GBP 

 
Source: Bloomberg, Emirates NBD Research 

Interest Rate Differentials-JPY 

 
Source: Bloomberg, Emirates NBD Research 

 

Interest Rate Differentials-AUD 

 
Source: Bloomberg, Emirates NBD Research 

 (4.00)

 (3.00)

 (2.00)

 (1.00)

 -

 1.00

 2.00

 3.00

1.00

1.05

1.10

1.15

1.20

1.25

1.30

EURUSD (lhs) Inflation adjusted 2yr yield spd (rhs)

 (4.00)

 (3.00)

 (2.00)

 (1.00)

 -

 1.00

 2.00

 3.00

0.90

0.92

0.94

0.96

0.98

1.00

1.02

1.04

USDCHF (lhs) Inflation adjusted 2yr yield spd (rhs)

 (2.50)

 (2.00)

 (1.50)

 (1.00)

 (0.50)

 -

 0.50

 1.00

 1.50

 2.00

1.20

1.25

1.30

1.35

1.40

1.45

USDCAD (lhs) Inflation adjusted 2yr yield spd (rhs)

 (3.00)

 (2.50)

 (2.00)

 (1.50)

 (1.00)

 (0.50)

 -

 0.50

 1.00

 1.50

1.15

1.25

1.35

1.45

1.55

1.65

1.75

GBPUSD (lhs) Inflation adjusted 2yr yield spd (rhs)

 (5.00)

 (4.00)

 (3.00)

 (2.00)

 (1.00)

 -

 1.00

 2.00

 3.00

 4.00

100

105

110

115

120

125

130

USDJPY (lhs) Inflation adjusted 2yr yield spd (rhs)

 (2.00)

 (1.00)

 -

 1.00

 2.00

 3.00

 4.00

 5.00

0.50

0.55

0.60

0.65

0.70

0.75

0.80

0.85

0.90

AUDUSD (lhs) Inflation adjusted 2yr yield spd (rhs)



 
 
 
 

Page 22 
 
 

 

 

FX Forecasts 

FX Forecasts - Major Forwards 

 15-Jun Q2 2020 Q3 2020 Q4 2020 Q1 2021 3m 6m 12m 

EUR/USD 1.1323 1.1000 1.1200 1.1500 1.1700 1.1347 1.1371 1.1423 

USD/JPY 107.33 110.00 111.00 112.00 110.00 107.17 106.99 106.54 

USD/CHF 0.9492 0.9800 0.9500 0.9400 0.9200 0.9465 0.9439 0.9383 

GBP/USD 1.2605 1.2500 1.3000 1.3500 1.4000 1.2612 1.2618 1.2630 

AUD/USD 0.6919 0.6600 0.6600 0.7000 0.7000 0.6919 0.6918 0.6915 

NZD/USD 0.6474 0.6400 0.6400 0.6800 0.6800 0.6471 0.6467 0.6460 

USD/CAD 1.3572 1.3800 1.3800 1.3500 1.3500 1.3568 1.3569 1.3568 

EUR/GBP 0.8983 0.8880 0.8615 0.8518 0.8357 0.8997 0.9012 0.9044 

EUR/JPY 121.53 121.00 124.32 128.80 128.70 121.53 121.53 121.53 

EUR/CHF 1.0747 1.0780 1.0640 1.0810 1.0764 1.0740 1.0732 1.0717 

FX Forecasts - Emerging Forwards 

 15-Jun Q2 2020 Q3 2020 Q4 2020 Q1 2021 3m 6m 12m 

USD/SAR* 3.7519 3.7500 3.7500 3.7500 3.7500 3.7547 3.7575 3.7654 

USD/AED* 3.6730 3.6730 3.6730 3.6730 3.6730 3.6745 3.6762 3.6807 

USD/KWD 0.3079 0.3020 0.3020 0.3020 0.3020 0.3082 0.3087 - 

USD/OMR* 0.3848 0.3850 0.3850 0.3850 0.3850 0.3864 0.3882 0.3914 

USD/BHD* 0.3771 0.3770 0.3770 0.3770 0.3770 0.3759 0.3759 0.3779 

USD/QAR* 3.6670 3.6400 3.6400 3.6400 3.6400 3.6669 3.6665 3.6660 

USD/EGP 16.1808 16.2000 16.0000 17.0000 17.0000 16.6100 17.0200 17.8900 

USD/INR 76.030 75.000 75.000 73.000 72.000 76.5500 77.2900 78.8500 

USD/CNY 7.0902 7.1500 7.2000 7.2000 7.2500 7.1044 7.1367 7.1960 

USD/SGD 1.3918 1.40 1.40 1.35 1.3000 1.3905 1.3898 1.3890 

FX Forecasts - MENA 

 15-Jun Q2 2020 Q3 2020 Q4 2020 Q1 2021 

USD/MAD 9.6276 9.7500 9.7500 9.7000 9.7000 

USD/TND 2.8387 2.9000 3.0000 3.0000 2.9000 

USD/TRY 6.8327 6.8000 6.8000 6.6000 6.5000 

Data as of 15 June 2020 

Source: Bloomberg, Emirates NBD Research
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Equities/Fixed Income 
 

The chasm between the financial market’s performance and the 

uncertain outlook over economic growth has grown wider since the 

first bout of selling in March 2020. The fear of the unknown has given 

way to exuberance amid swathes of liquidity being pumped into the 

system which in turn has unhinged financial markets from economic 

fundamentals and the corporate profit outlook. 

 

None reflects this better than the fixed income market where 

solvency is increasingly becoming a non-issue as central banks 

across economies display unlimited appetite to backstop any type 

of credit. The Bloomberg Barclays Global Aggregate index has 

recouped all its losses and has returned +2.84% ytd. The sub-

indices show that most have turned positive for the year with the 

major exception of Bloomberg Barclays Global High Yield index (-

4.5% ytd) and Bloomberg Barclays EM USD Aggregate index (-

1.5% ytd). However, both these indices on a three-month basis have 

outperformed the global benchmark with gains of +6.3% and +4.0% 

respectively. The MOVE index which captures the volatility in USTs 

is now flat for the year having declined 53.4% over the last three 

months. 

 

Equities have also displayed remarkable resilience. The MSCI 

World index has gained +15.4% 3m to trim its year to date losses to 

-7.9%. The rally is led by developed markets with the MSCI G7 index 

adding +15.3% 3m compared to gains of +8.4% 3m in the MSCI EM 

index. The underperformance of emerging market equities is 

perhaps a reflection of the quantum of fiscal stimulus unveiled by 

major economies. For example, the stimulatory measures by Japan, 

so far, account for nearly 40% of its GDP. Unlike bonds, volatility in 

equities remains elevated despite easing from the highs. The VIX 

index and the CBOE EM ETF Volatility index have dropped -40.2% 

3m and -44.5% 3m respectively but are still up +150% ytd and 

+115% ytd respectively. 

 

What is driving the exuberance? 

The improving economic data as evidenced by the US non-farm 

payroll data for May 2020 as well as continued easing of economic 

restrictions has added to investor confidence. The Citibank global 

economic surprise index has improved from -80.0 levels at the end 

of April to nearly flat (-1.0) at the end of last week. 

 

However, the underlying strength in equities and fixed income stems 

from now famed ‘central bank put’. The size of that support can be 

gauged by a simple data point. The G4 central bank balance sheet 

as a percentage of GDP has jumped to 47.2% at the end of May 

2020 from 35.9% at the end of 2019 and 36.2% at the end of 

February 2020. This is the biggest expansion in the G4 balance 

sheet on record. 

 

Balance sheet of G4 central banks expand 
at a record pace (as a % of GDP) 

 
Source: Bloomberg 

 

If the amount of liquidity available is any guide then the rally may 

have further legs. According to Bloomberg, money-market funds 

have seen USD 1.2tn inflows in 2020 and fund managers with USD 

591bn overall are holding cash at levels rarely seen. The latest 

BAML’s fund manager’s survey indicates that fund managers are 

starting to put money into play with cash levels dropping to 4.7% 

from 5.7% in the previous month. This implies that greater 

confidence is starting to build around this rally or perhaps the ‘fear 

of missing out’ (FOMO) syndrome is at play. According to CFTC 

data, the net short position in the S&P 500 index remains high 

compared to the past. This in turn indicates that more investors are 

treating the current rally as a bear market rally. However, if the 

economic data continues to surprise, then gains in equities could 

gather pace as shorts are covered up. 

Short position in S&P 500 index remains 
high (Number of contracts) 

 
Source: Bloomberg 
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Valuations 

The pace and intensity of the recovery in global financial markets 

have brought forward questions on whether the valuations are 

justified at a point when the corporate profit outlook is weighed down 

by an uncertain economic outlook. According to BAML’s fund 

manager survey, 78% of those surveyed said that equity markets 

are overvalued, most since 2020. 

 

In the US, investment-grade debt is trading at a premium of 0.76 

standard deviations above its five-year average. The spread on the 

Bloomberg Barclays US Corporate High Yield index remains 1.12 

standard deviations above its long-term average. While they have 

traded wider than this in early 2016, the pull-back from March 2020 

does appear slightly overdone. This is especially true of high yield 

credit where default probability being priced is still 32%. It is worth 

noting that since May CCC rated names have generated a c.15% 

return compared to less than 7% for BB rated issuers. 

Spread versus 5y moving average 
expressed in standard deviation 

 
Source: Bloomberg 

EM spreads have more room to narrow 

 
Source: Bloomberg 

 

Emerging market debt still appears to have some room to run. The 

JP Morgan EMBI Global Spread has narrowed more than 200 bps 

since mid-March but remains elevated compared to the past. More 

so when lower for longer yields in developed markets is providing a 

stable environment for credit spreads to narrow.  

 

The fact that nearly 70% of emerging market economies were able 

to access markets since the coronavirus outbreak provides further 

confidence. According to data from the Institute of International 

Finance, emerging markets have raised more than USD 83bn since 

April 2020.  

 

From an equity market perspective, stocks are trading above the 

trend line relative to earnings. The MSCI World index is trading at 

21.5x 12m trailing earnings (versus 10y moving average of 20.5x), 

the MSCI EM index is trading at 16.2x 12m trailing earnings (versus 

10y moving average of 15.5x) and the MSCI FM index is trading at 

16.2x 12m trailing earnings (versus 10y moving average of 15x). We 

have used trailing earnings as it seems too early to gauge forward 

earnings.  

 

However, from an equity risk premium point of view, equities 

(especially US and European) still look attractive even after a drop 

in corporate earnings. 

Equity risk premium remains attractive 

 
Source: Bloomberg 

 

Even as some valuation metrics warrant caution across bonds and 

equities, ample liquidity induced by easy monetary policy, 

unprecedented intervention in markets (example, Fed buying 

individual corporate bonds) and huge fiscal stimulus are likely to 

drive asset prices.  

 

Risks 

The addiction to central bank support has turned fixed income 

investors away questioning either the quantity or quality of debt 

issued. However, that may be a folly. S&P in a report said that the 

global default tally has reached a decade-high led by sectors most 

vulnerable to lockdown measures i.e. consumer products, oil & gas, 

retail and lodging. According to the rating agency, the tally for 2020 

reached 101 at the end of last week, almost twice that of last year’s 

count in the same period. Missed interest and principal payments 

remain key reasons for default.  
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From an equity market perspective, the risk lies firmly in overpricing 

the economic recovery. Most central banks and international 

agencies are firm in their opinion that it could take as long as two 

years to reach growth back to pre-covid levels. This precludes any 

fresh bout of uncertainty in geopolitical relationships, notably 

between the US and China. Investors also need to be wary of 

treating the initial bump in data as firm signs of a V-shaped recovery.  

 

There are already signs of the viral outbreak beginning to cause 

structural damage to the global economy despite ‘whatever it takes’ 

policy. In the US, for example, companies are going bankrupt at the 

fastest pace since 2009 (relative to first six months of the year). So 

far, consumer discretionary and energy companies have accounted 

for more than half of the insolvencies in 2020. 

Spike in bankruptcy filings in the US* 

 
Source: Bloomberg 

*Chart shows full year number from 2008-2019 and ytd number for 2020 

 

Needless to add here, the second wave of coronavirus infections 

remains the biggest risk to both equities and credit markets as that 

could force countries to delay further easing of economic and social 

restrictions.  

 

Fitch Ratings has assessed the vulnerability of corporates to 

probable renewed lockdowns in the event of re-emergence of the 

viral outbreak. According to the rating agency 24% of Fitch-rated 

issuers are in sectors (commodities, airlines, gaming, lodging & 

leisure and non-food retail) where the downside scenario would 

have a high impact and roughly 38% are in sectors (ground 

transportation, auto/auto related, engineering & construction, other 

manufacturing, commercial real estate, media & entertainment, 

business services, and homebuilding) where they expect a medium 

to high impact.  

 

 

 

 

 

Heat map of corporates vulnerable to a 
second wave of coronavirus 

 
Source: Fitch Ratings 
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Major Equity Markets 

MENA Equity Markets 

 
 

 

European Equity Markets 

 
 

 

Asian Emerging Equity Markets 

 
Source: Bloomberg, Emirates NBD Research 
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Interest Rate Forecasts 

US Treasuries Forecasts  

 Current Q3 2020 Q4 2020 Q1 2021    

2y 0.19 0.18 – 0.25 0.25 – 0.35 0.35 – 0.45    

10y 0.72 0.70 – 0.85 0.90 – 1.05 1.00 – 1.15    

3M Libor  

3m 0.30 0.35 0.40 0.50    

3M Eibor  

3m 0.83 0.95 1.00 1.05    

Policy Rate Forecasts 

 Current % Q3 2020 Q4 2020 Q1 2021    

FED (Upper Band) 0.25 0.25 0.25 0.25    

ECB (deposit rate) -0.50 -0.50 -0.50 -0.50    
BoE 0.10 0.05 0.05 0.05    
BoJ -0.10 -0.10 -0.10 -0.10    
SNB -0.75 -0.75 -0.75 -0.75    
RBA 0.25 0.25 0.25 0.25    
RBI (repo) 4.00 3.75 3.50 3.50    
SAMA (reverse repo) 0.50 0.50 0.50 0.50    

UAE (Repo rate) 0.75 0.75 0.75 0.75    

CBK (o/n repo rate) 1.00 1.00 1.00 1.00    

CBB (o/n depo) 0.75 0.75 0.75 0.75    

CBO (o/n repo) 0.50 0.50 0.50 0.50    

CBE (o/n depo) 9.25 9.25 9.25 9.25    

Source: Bloomberg, Emirates NBD Research 

As of 15 June 2020



 
 
 
 
 

Page 28 
 
 

Commodities 
 

The OPEC+ production cuts introduced at the start of May have only 

been in place for a relatively short time and have already had an 

enormous impact on restoring confidence and some degree of 

balance to oil markets. Prices for Brent futures have risen 50% since 

the cuts took effect and the excessive contango structure of the 

market has narrowed considerably. It was widely expected then that 

OPEC+ would agree to extend the deepest portion of the cuts by an 

additional month. When it did so at its June 5 meeting, the 

producers’ bloc called out countries that had failed to hit targets and 

also indicated it is leaning toward more short-term production 

decisions. Both dynamics have substantial implications for the oil 

market, particularly in terms of adding to volatility.  

 

Compliance off to a good start 

Compliance by OPEC members with their share of cuts was 

reasonably good in the first month of the deal. Collective output 

among the 10 OPEC participants fell by 5.7m b/d to 22m b/d for 

May, an aggregate compliance level of 77%. However, there was a 

disparate level of adherence at an individual country level. The UAE, 

Saudi Arabia and Algeria all hit more than 90% of their targeted cuts 

while Kuwait achieved around 81%. The perennial laggards of Iraq 

and Nigeria, however, kept the aggregate level of compliance from 

breaking above 80%.  

OPEC compliance May 2020 

 
Source: Bloomberg, Emirates NBD Research. 

 

Among the OPEC+ members Russia cut production significantly in 

May, by nearly 2m b/d, and managed to hit 64% of its targeted cuts. 

Loading programmes for Russian crude grades over the next few 

months imply further cuts in output and communication from 

Russian energy officials has been strongly in support of the deal.  

 

OPEC+ calls out the cheaters 

There were several significant developments from the OPEC+ 

meeting in early June. The producers’ bloc specifically called out 

called out members that failed to meet their targets and asked them 

to make up for their shortcomings by cutting more than required over 

the next several months. The official recognition of the problem of 

cheating within OPEC+ will keep scrutiny on non-compliant 

producers and, we believe, is meant to serve as a messaging tool 

to markets that OPEC+ is serious about keeping oil balances close 

to neutral or in stock draws for the rest of 2020.  

 

OPEC+ faces internal inconsistency 

However, OPEC+ has inbuilt inconsistencies that will make 

achieving full compliance for the full tenor of the deal difficult. First 

off, there are 20 members within OPEC+. When production cut 

agreements were limited to the OPEC countries alone achieving 

100% compliance was challenging, let alone adding economies with 

striking dissimilarities to those of the core OPEC producers. OPEC+ 

includes wealthy producers, such as the UAE with a GDP/capita of 

more than USD 40,000 alongside many middle- and low income 

nations—Sudan is a member with a GDP/capita of less than USD 

1,000. The relative value of a small increase in production in many 

of the poorer members of OPEC+ may be more tempting than 

adhering to production restraint.  

 

OPEC+ countries also contains countries for whom the importance 

of oil production and export varies significantly. For Mexico, an 

outspoken member whose resistance to cutting deeply threatened 

the overall deal reached in early April, fuel exports account for less 

than 7% of total merchandise exports. That compares with Iraq, 

Kuwait or Azerbaijan where virtually all of their goods trade is 

attributable to oil exports. Countries where oil exports dominate total 

exports would be more likely to resist full compliance particularly if 

oil prices hold their current levels, or indeed push higher. The value 

of Iraq’s foregone production in 2021, for example, represents 

nearly 4% of forecast GDP using the Brent futures curve in mid-June 

2020.  

Substantial wealth being sworn off 

 
Source: World Bank, IMF, Bloomberg, Emirates NBD Research.  

 

Sector organization also plays an important part in whether a 

country can stick to its targets or not. Most OPEC+ countries have 

dominant national oil companies (NOCs) that control all or most 
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production in their countries and production decisions are taken by 

the government rather than NOCs. Saudi Aramco, for example, is 

responsible for meeting production decisions set by the Ministry of 

Energy, independent of company strategy. On the other hand, 

Russia’s oil production is split across many companies, each of 

which will have individual strategies, financial constraints and 

shareholder activity (Russia’s government is a major shareholder in 

several, but not all, producers in the country).  

Share of production by company 

 
Source: EIA, Emirates NBD Research 

 

As producing economies are tempted by higher oil prices and 

compliance ebbs the only tool that OPEC+ has to enforce 

adherence is for countries with spare capacity to increase 

production and push oil prices lower. As we have already written at 

length the enforcement mechanism is self-defeating as lower prices 

are borne by all members.  

 

Short-term action risks major volatility 

The other development that we believe is significant from the June 

OPEC+ meeting was that it extended the deep production cuts for 

only one month. This is a relatively short-term target for OPEC+ 

producers and the bloc’s joint market monitoring committee will 

meet monthly until the end of 2020 to assess oil market conditions 

and advise on production levels. With regular monitoring of the 

market we suspect OPEC+ may move toward more short-term 

targets for their output levels, rather than long-lasting agreements 

(the current deal is meant to last until 2022).  

 

OPEC+ accounted for roughly 44% of total oil production in 2019 

and that share will increase as alternative producers are threatened 

by low oil prices. Production in the US, Canada and other high cost 

locations is set to decline sharply this year. That will mean greater 

OPEC+ influence over oil markets at least for the next year and a 

half and probably even longer as private capital to fund the industry 

proves scarce. Targetting short-term price targets, or market 

structures, with the full volume of OPEC+ production and exports 

will act as a significant destabilizing force on oil markets. Short-term 

decisions related to immediate pricing objectives can disrupt flows 

of tankers, refining programmes and feed back violently into other 

asset classes, as we witnessed in March this year. OPEC+ is 

effectively trying to achieve both high prices and low volatility, but 

with nearly 50% of total oil supply under its control the waves 

created when the OPEC+ tanker changes direction can sink or 

strand all other oil market participants.  

 
Edward Bell 
edwardpb@emiratesnbd.com 
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Major Commodities Markets 

US oil production and price 

 
Source: Bloomberg, Emirates NBD Research 

Copper stocks and price 

Source: Bloomberg, Emirates NBD Research 

Precious metals prices 

Source: Bloomberg, Emirates NBD Research 

 

 

 

International oil production and price 

 
Source: Bloomberg, Emirates NBD Research 

Aluminum stocks and price 

Source: Bloomberg, Emirates NBD Research 

Agriculture prices 

 
Source: Bloomberg, Emirates NBD Research 
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Commodity Forecasts 

Global commodity prices  

 Last 2020Q1 Q2 Q3 Q4 2019 2020 

Energy        

WTI 37.26  45.78  22.00  25.00  28.00  57.03  30.20  

Brent 40.06  50.82  28.00  30.00  33.00  64.19  35.46  

Precious metals  

Gold   1,725.50   1,581.98   1,650.00   1,650.00   1,500.00   1,392.40   1,595.50  

Silver   17.36   16.89   15.00   15.00   13.00   16.20   14.97  

Platinum  819.37   901.87   700.00   800.00   900.00   864.97   825.47  

Palladium  1,926.64   2,296.98   2,200.00   2,200.00   2,000.00   1,539.86   2,174.25  

Base metals        

Aluminum 

(USD/metric 

tonne) 

 1,597.50   1,713.18   1,500.00   1,550.00   1,600.00   1,813.14   1,590.80  

Copper 

(USD/metric 

tonne) 

 5,728.50   5,651.44   5,000.00   5,250.00   5,400.00   6,023.08   5,325.36  

Lead  1,761.50   1,833.80   1,700.00   1,650.00   1,650.00   2,004.91   1,708.45  

Nickel  13,024.00   12,764.56  12,000.00   12,000.00   13,000.00   13,938.00   12,441.14  

Tin  16,920.00   16,265.77  14,750.00   15,000.00   15,500.00   18,612.26   15,378.94  

Zinc  1,995.50   2,127.03   1,971.83   1,913.84   1,913.84   2,509.85   1,981.64  

Iron ore  103.30   90.00   85.00   75.00   70.00   93.32   80.00  

Prices as of 17 Jun 2020. Note: prices are average of time period unless indicated otherwise.  

Source: EIKON, Emirates NBD Research 
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Sector Report 
 

A recovery roadmap for UAE tourism 

The UAE’s travel and tourism sector being at the forefront of the 

coronavirus lockdowns has begun charting a path forward to 

normalization as Covid-19 related restrictions begin to ease. All key 

stakeholders in the UAE’s tourism sector have seen a severe 

curtailment to their business levels as lockdowns and international 

travel restrictions took a bite, especially during the 2nd quarter of 

2020. The path to normalization is not easy, as it entails factoring in 

“new normals” that will need to be a fundamental element of 

business models for the sector in the near to medium term. This 

includes adaption to new and evolving standards of extra hygiene 

and gearing their operating capacities in line with Covid-19 related 

government regulations both local and international. This 

uncertainty adds another layer of complexity to plotting a definitive 

path forward. The sector is important for Dubai alone, while hotels 

& restaurants account for just 5% of Dubai’s GDP, transport and 

storage accounts for another 12%.  

 

Tourism regulators take steps 

Policymakers in the UAE are taking a pragmatic approach, with 

tourism authorities in Abu Dhabi and Dubai for instance setting in 

place guidelines to help the industry chart its path back to 

normalization. For example just recently the Department of Culture 

and Tourism Abu Dhabi released guidelines for cultural sites to 

reopen requiring each site to operate at only 40% visitor capacity to 

begin with. The move to begin opening up cultural sites comes on 

the back of many similar earlier steps in both Abu Dhabi, Dubai and 

the Northern Emirates to open up hotels, beaches, restaurants and 

shopping malls under varying guidelines in line with each of the 

individual Emirate’s regulatory bodies.  

Hotels bearing steep drop in activity 

 
Source: IHS Markit, STR Global, Asteco, Emirates NBD Research. 

 

The steps seem to be focused on encouraging a gradual pickup of 

domestic tourism, with hotels across the different emirates for 

example offering staycation deals. All steps taken by authorities so 

far indicate a gradual approach, such as allowing pools to re-open 

on the 12th of June after beaches opened up around the end of May 

in Dubai. No statistics on hotel occupancy levels have been 

released from the authorities, with some operators indicating a drop 

of almost 80% in RevPar of hotel establishments during Q2, as 

restrictions peaked. This was expected as a result of the lockdown. 

Even as occupancy rates may rise from June as hotels where 

allowed to open, RevPAR is unlikely to support demand until 

international visitors return in a meaningful way.  

 

Government support measures  

As part of a program to ease the impact of the Covid-19 crisis on the 

private sector, the Abu Dhabi government said it paid AED 8m for 

220 businesses as part of an initiative that allows restaurants, 

entertainment and tourism outlets in the emirate to recover 20 per 

cent of their annual rent. About 8,000 businesses units with a 

collective rent of AED 1bn currently qualify to apply under the 

program, which means the emirate is ready to pay AED 200m under 

the rent recovery initiative according to an official with Abu Dhabi's 

Department of Economic Development. The emirate introduced a 

stimulus package that includes 16 initiatives, such as the rent rebate 

in March to support businesses in the emirate through the crisis.   

Travel and tourism PMI 

 
Source: IHS Markit, Emirates NBD Research. 

 

Travel restrictions for citizens and residents 
ease 

The Dubai Department of Tourism and Commerce Marketing (Dubai 

Tourism) in June issued detailed guidelines for the home and hotel 

quarantine of residents returning to Dubai, as a first step towards 

normalization of international inbound travel. All residents returning 

to Dubai must quarantine themselves for 14 days either at home or 

a hotel. There will be certain hotels that have been earmarked for 

quarantine, with those choosing home quarantine meeting 

conditions specified in the new guidelines. This came on the back 

of an earlier announcement by the Federal Authority for Identity and 

Citizenship (ICA), which launched an initiative to return residents 

with valid visas who have been staying outside the country due to 

Covid-19. The initiative targets the return of nearly 200,000 

according to the authority. There has been no firm date on fully 

reopening borders for international travelers. Starting from June 23, 

the UAE will also allow citizens and residents to travel to specific 

destinations. The statement on June 15 said the list of the allowed 
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destinations and groups authorized to travel will be announced later. 

Procedures will also be announced that must be adhered to before, 

during and after returning from travel for UAE citizens and residents.  

 

Airlines adapt to “New Normals”  

The UAE’s flagship carriers have been working on gearing up much 

of the soft and hard infrastructure around Covid-19 related travel 

guidelines. In the case of Emirates this includes fitting check-in 

desks with with protective screens in Terminal 3, placing 

temperature scanners through the terminal, supplying passengers 

with travel hygiene kits, and requiring cabin crew to be in full 

personal protective equipment (PPE). The airline is now flying to 

close to 30 destinations and passengers are allowed to transit 

through Dubai airport to other destinations. While Etihad Airways 

said flights to 40 destinations including the US, the UK and Australia 

will resume in July, the airline has been steadily increasing its 

network since the beginning of June. Furthermore, Etihad launched 

travel vouchers which are redeemable against future flights offering 

a 50 per cent cash bonus. The steps by both carriers aim to 

gradually rebuild their international networks, given their positions 

as key international flight carriers. Emirates has confirmed in June 

it has laid off some employees, having said earlier it will take up to 

four years to resume flights to all 157 destinations it flew before the 

pandemic. The path ahead is challenging, but both Emirates and 

Etihad have been proactive, in instances taking the lead in setting 

best practice for the industry’s restart. 
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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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