
 
 

Monthly 
17 May 2017 

 

 

 

,. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

  

 Monthly Insights 

Markets are holding up relatively well in the face of numerous global event risks. 

However, the key going forwarded will be how shielded economies can remain from the 

noise, and whether policy decisions will become affected, with outcomes from FOMC 

and OPEC meetings in the coming month keenly awaited.     

 

 Global macro: Despite a catalogue of global concerns it has been striking how financial 

markets have remained relatively sanguine, drawing reassurance from more optimistic 

economic scenarios and by declining political risks in Europe.  

 GCC macro: The prospect of deeper and more sustained cuts in oil production than we 

have so far assumed has increased the downside risks to our full year GDP growth 

forecast for Saudi Arabia. 

 Non-GCC macro: The latest Purchasing Managers’ Index (PMI) for Egypt suggests that 

while the non-oil private sector economy continues to contract, it is doing so at a slower 

rate. 

 Sector Focus: An overview of Dubai’s construction sector  

 Emerging Market Focus: India's oil demand is under scrutiny as the impact of 

demonetization hits consumption ahead of what is expected to be a decent monsoon. 

 Interest Rates: Anticipated pro-growth policies of President Trump are causing higher 

sovereign yields. 

 Credit Markets: Expectations of higher global growth boosted appetite for risk assets 

leading to tightening of credit spreads during the month.  

 Currencies: Mixed economic data and political uncertainty have kept the dollar under 

pressure over the last month.  

 Equities: With nearly one-third of year to date gains for global equities coming over the 

last month, the impact of declining political risk premium and better than expected 

earnings are clearly visible. With key events on the horizon unlikely to throw up surprises 

and with the willingness of investors to put additional money into play on pull backs, it 

would not be surprising to see the risk-on sentiment continue. 

 Commodities: OPEC is poised to renew its production cuts at its upcoming meeting at 

the end of May. How long they will keep output constrained appears to the be the major 

variable up for debate. However, we are cautious how effective the cuts will be, even if 

extended, at helping to draw down burdensome inventory levels. 

Despite risks, volatility remains historically low 

 
    Source: Bloomberg, Emirates NBD Research 
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Global Macro 

Since our last edition there has been a catalogue of new 

developments globally, although until now it has been striking 

how little of this is impacting on risk appetite at least as it 

applies to equity markets, with the VIX index currently at 

historic lows while equity markets are at record highs.    

 

From volatile oil prices, to global cyber security risks, geopolitical 

risks and unpredictability in the White House, the world is currently 

not short of issues to be anxious about. However, for the most part 

financial markets have remained relatively sanguine, drawing 

reassurance from more optimistic economic scenarios and by 

declining political risks in Europe especially. 
 

Progress lethargic under Trump 
The first few months of the Trump Presidency were characterized 

by limited progress in terms of his domestic agenda, but with more 

plaudits around his conduct of foreign policy. Health care reform 

appears finally to be progressing, with a Bill having recently passed 

through the House, while proposals for tax reform are still in their 

early stages and expectations of a substantial fiscal expansion have 

faded. Foreign policy has seen success in terms of the US’ relations 

with China, while US-Russia relations also appear to be repairing 

after the fallout over Syria. For the most part, however, it has been 

Trump’s unpredictability that has been the hallmark of his first few 

months in office, leaving his poularity low and the markets uncertain 

about the likelihood of his stimulus plan being implemented.  

Trump’s approval rating falls 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Emirates NBD Research 

 

US data reassures 
However, notwithstanding all of these issues the economic data at 

least has remained largely reassuring, which probably accounts for 

why the markets have remained relatively calm at least until now. 

The US labor market snapped back in April after a soft payrolls 

report in March, and although GDP growth fell to an annualized 

0.7% rate in Q1 the indications are that Q2 growth will be much 

stronger, possibly as high as 3.0%. Admittedly headline and core 

CPI Inflation dipped in April but pipeline inflation measures and the 

strength of consumer confidence all suggest that the pullback 

should be shortlived. So much so that the Fed is still talking the 

language of policy tightening, with a June move looking likely, to be 

followed by a hike in September as the best bet. While we concur 

with this, our concern is that the weight of pressure building around 

the White House could be debilitating to further progress on reforms 

and may also begin to have an adverse impact on wider consumer 

and business sentiment. This could in turn cause the Trump 

‘reflation’ trade to go into reverse especially if confidence begins to 

evaporate suddenly. We think the markets are showing signs of 

being complacent about some of these risks, especially as we are 

mindful of the difficulty the economy already faces in moving up a 

gear and reaching the ‘escape velocity’ desired by policymakers. 

However, we also recognize that there are other forces external to 

the US that are helping to hold broader risk sentiment intact, 

enabling markets to keep some distance from the day to day travails 

of the Trump White House. 

US employment rebounds in April 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Emirates NBD Research 

 

Eurozone economy improving 
One of these is that outside of the US the global picture has been 

an improving one, with the consensus view being of a synchronised 

economic recovery being underway led by EM economies while 

advanced economies, such as the Eurozone and Japan, are 

experiencing a strengthening cyclical recovery. The last month has 

seen one of the key political risks to this scenario come to nothing 

as France voted to elect Emmanuel Macron as its President instead 

of the far right candidate Marine Le Pen. In Germany too, Chancellor 

Merkel appears to be on course for a relatively smooth reelection as 

Chancellor in September. And quite apart from these factors, the 

economic situation in the Eurozone has also been getting stronger 

such that the ECB is under pressure to begin preparing the ground 

for policy normalization. Eurozone growth was confirmed at 0.5% 

q/q in Q1, while the PMI and other activity measures suggest that 

the recovery is likely to gain pace in Q2. Inflation has also moved 

higher to 1.9% on a headline basis, just short of the ECB’s 2.0% 

target. However, with the core at just 1.2% and with wage growth 

subdued it seems unlikely that the ECB will depart from its asset 

purchase program for some time, with tapering only likely to begin 

in 2018. 
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Sentiment in UK more positive  
As far as the UK is concerned sentiment has also turned more 

positive regarding Brexit, with the election called for 8th June 

catalyzing greater support for it amongst the electorate. 

Approaching the anniversary of the Brexit referendum last year 

more than two thirds of people now support leaving the EU 

according to a recent opinion poll by YouGov, with a total of 68% of 

respondents wanting to see the UK withdraw from the EU. This 

compares to the 52% who voted for Brexit last year. Growth in Q1 

disappointed relative to expectations rising by just 0.3% q/q, but In 

hindsight it seems probable that Q4’s strong 0.7% growth rate 

borrowed heavily from Q1’s figure. Going forward it seems likely that 

growth will stabilize over the rest of the year with a substantial win 

for Theresa May in the election helping to give her a mandate to 

negotiate a clean Brexit from the EU. 

 UK Q1 growth recedes after strong Q4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Emirates NBD Research 

 

But China slowing a risk  
However, the external environment is not without risks. China has 

previously played a key role in the global reflation trade as the 

country implemented significant fiscal and credit expansion. 

However, this has now left the Chinese economy with elevated 

levels of debt, with the IMF recently highlighting the risks related to 

this in its latest Global Financial Stability Report. Now the Chinese 

authorities are taking measures to curb excess leverage, which 

might already be slowing Chinese economic growth, as shown by 

softer industrial production, fixed investment and retail sales data for 

April. Chinese liquidity conditions are tightening and last year’s fiscal 

stimulus is also fading. The recent Belt and Road Forum in Beijing 

featured China’s commitment to globalization and provided an extra 

USD 125bn for spending on the project, but these ambitions are 

long term ones while near term forces are becoming more 

restrictive. If this slowdown coincides with greater doubts about the 

US outlook then it may be that the external environment becomes 

less supportive too.  
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GCC: Saudi Arabia focus  

Non-oil sector growth in Saudi Arabia appears to have 

accelerated this year, as fiscal strains have eased and liquidity 

conditions have improved.  However, the prospect of deeper 

and more sustained cuts in oil production than we have so far 

assumed has increased the downside risks to our full year GDP 

growth forecast.     

 

News and data from Saudi Arabia year-to-date have been 

encouraging and suggest that the non-oil sector is likely to expand 

at a solid rate this year.  The Emirates NBD PMI averaged 56.7 in 

the year to April, up from 54.2 in the same period last year and also 

higher than the average reading in Q4 2016.  Point of sale 

transactions are showing faster growth this year, up 6.1% y/y in Q1 

2017, after a volatile 2016.  3m SAIBOR has continued to decline 

since the start of this year, reflecting easier liquidity conditions in the 

Saudi banking system.  

PMI points to faster non-oil growth in Q1 

 
Source: IHS Markit, Emirates NBD Research 

 

Fiscal strains have eased in Q1 2017 

On the public finance side, the government announced that the Q1 

2017 budget deficit was nearly 70% lower than Q1 2016 and much 

smaller than had been expected.  As a result of the budget 

outperformance in Q1, the government reinstated public sector 

bonuses and allowances that had been cancelled in September 

2016.  While this move is positive for household consumption (and 

thus GDP growth) in the short term, in our view it may be premature 

and sends a negative signal about the government’s commitment to 

fiscal consolidation over the medium term.   

 

The outperformance of the budget in Q1 2017 was almost entirely 

due to higher oil revenues, which more than doubled y/y.  Current 

spending declined -6.4% y/y and non-oil revenue increased by just 

1.3% y/y, highlighting the challenges ahead in diversifying the 

revenue base away from oil.  Given the volatility in oil prices as well 

as Saudi Arabia’s commitment to cut oil production (and thus 

exports), it seems risky to us to boost spending on public sector 

wages on just one quarter of better than expected budget data.   

 

On a more positive note, the government raised USD 9bn in external 

financing in March, about half what it plans to raise for the year as a 

whole, and has indicated it remains committed to investing in Saudi 

Arabia’s domestic economy as well as diversifying investments 

abroad in the coming years.  In a recent interview, deputy crown 

prince Mohammed bin Salman indicated that more than half the 

proceeds of the Aramco listing (still planned for 2018) would be 

reinvested domestically, to support economic diversification and job 

creation.      

 

Further OPEC production cuts pose downside 
risk to growth 

The recent economic data suggests that our current 1.8% GDP 

growth forecast for this year, which is on the higher end of market 

expectations, is achievable.  However, recent statements by the 

minister of oil about extending oil production cuts in Saudi Arabia 

have increased the downside risks to our full year growth forecast.  

In the agreement reached with OPEC in November, Saudi Arabia 

committed to cutting its oil production to 10.058mn bpd, or -3.5% 

lower than average 2016 output.   In its efforts to ensure a high level 

of OPEC compliance, Saudi Arabia has so far cut production by 

more than it agreed to, with average output declining to 9.925mn 

bpd in January-April.  Our view was that this extent of output cuts 

was unlikely to be maintained through the rest of 2017 and we 

assumed no change in oil sector GDP for 2017 as a whole.   

 

However, if the OPEC agreement is extended into Q1 2018 (as 

recent official comments suggest), and Saudi Arabia complies fully 

with the cuts it has agreed to, then this would weigh substantially on 

overall GDP growth.   However, we will wait for a decision by OPEC 

at next week’s meeting, as well as actual production data for May 

before reviewing our growth forecasts for 2017 and 2018.           

Oil production cuts weigh on growth 

 
Source: Bloomberg, Emirates NBD Research 
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Non-GCC: Egypt focus 

Egypt’s PMI shows signs of stabilisation 

The latest Purchasing Managers’ Index (PMI) for Egypt suggests 

that while the non-oil private sector economy continues to contract, 

it is doing so at a slower rate. The headline PMI rose to a 9-month 

high of 47.4 in April, as output, new orders and employment declined 

at a slower rate on average last month.  

 

A silver lining in April was a modest rise in new export orders, the 

first rise in this component of the survey since June 2015, and the 

highest reading since December 2014. This suggests that the export 

sector is starting to see some benefit from the devaluation of the 

pound in November last year. Tourism data supports this view: 

tourist arrivals surged 25% y/y in December and grew more than 

50% y/y in Q1 2017 after contracting since mid-2015. Foreign 

exchange reserves at the central bank have continued to recover 

and portfolio investment into Egypt has increased over the last four 

months.   

 

Egypt PMI & net export orders 

 
Source: Markit, Emirates NBD Research 

 

Inflationary pressure remains high with the input price index at 69.5 

in April, but there is evidence of stabilisation here as well – the April 

reading was the lowest since February 2016.  Encouragingly, the 

rate of output price inflation has eased sharply, with this index 

declining to 53.8 in April from 55.0 in March and 71.2 in January.  

High inflation has been cited as one of the key factors constraining 

domestic demand in Egypt, so as selling prices stabilise, this should 

further support a recovery in domestic demand in the coming 

months. 

   

Inflation hits a 30-year high in April 

Egypt’s headline inflation accelerated to 31.5% y/y in April, up from 

30.9% in March. Core inflation stood at 32.1% y/y last month, slightly 

down from 32.3% in February.  While the rate of inflation appears to 

be stabilizing for now, as the initial devaluation shock wears off, 

further subsidy cuts and a VAT increase later this year (expected in 

H2 2017) will likely again add to inflationary pressures in the 

economy.    

 

Egypt core & headline CPI 

 
Source: Haver Analytics, Emirates NBD Research 

 

Egypt is looking to increase its value added tax revenue by EGP 7-

8bn (USD 386-441mn) in FY2017/18, according to the latest press 

release from the Egyptian Ministry of Finance. Egypt's parliament 

approved a VAT law in August 2016, introducing a tax of 13%, rising 

to 14% starting on July 1st as part of its USD12bn three-year loan 

agreement with the IMF. Although this is expected to broaden the 

tax base in Egypt, higher VAT along with the sudden increase in the 

benchmark lending rate (from 10.50% to 15.75%) and the floating 

EGP has led to an increase in construction material prices with the 

real estate sector faced with declining financial flows and delayed or 

stalled real estate investment projects. 

 

On a more positive note, Egypt and the IMF completed the first 

review of the Extended Fund Facility agreed last year, opening the 

way for another USD 1.25bn to be disbursed once the IMF 

Executive Board gives its approval. This would bring the total 

amount of funds disbursed from the IMF to USD 4bn. The review 

commended the progress on subsidy reduction, EGP liberalization 

and VAT achieved so far, and was positive about the government’s 

draft budget for the next fiscal year, which makes provision for an 

increase in VAT and further cuts to energy subsidies while 

increasing social protection measures. 

 

FX reserves pick up in April 

According to Egypt’s Minister of International Cooperation, the 

country received USD1bn from the World Bank, which forms the 

second tranche of an USD3bn loan from the multilateral institution. 

This will go further towards bolstering FX reserves, which had 

already risen to USD25.2bn at the end of April, compared to only 

USD13.2bn in April last year. Separately, it was also announced that 

real GDP growth came in at 3.8% y/y in FYQ2 (Oct-Dec), down 

slightly from 4.0% in FYQ1. The quality of growth was high, with 

fixed investment jumping 15.0% y/y in real terms, while government 

spending expanded only 1.8%. 
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Sector Focus 
 

Dubai’s construction sector overview 
 
The construction sector is one of the largest sectors in Dubai’s 

economy, recording a share of 6.6% of total GDP in Jan-Sep 2016.  

The slight contraction in the construction sector (-0.2% y/y) is 

surprising as the construction compnonent of the Dubai Economy 

Tracker (DET) averaged 52.1 in Jan-Sep, signaling modest 

expansion. 

 

Moreover, the construction sector saw a sharp improvement in 

business conditions last month, after lagging the other key sectors 

since the start of the year. The construction sector index of the 

Emirates DET rose more than 3 points to 57.9 in April, indicating the 

fastest rate of growth since March 2015.   

 

Output and new work both rose sharply last month as new projects 

were awarded and launched. As a result, employment in the 

construction sector rose at the fastest rate in four months. However, 

as with the whole of Dubai, the rate of jobs growth is low by historical 

standards, in the context of record high new work and output growth.        

 

It is also notable that price discounting in the sector remains 

significant, with the output price index easing to 46.0 in April, even 

as input cost inflation accelerated. However, firms remained 

strongly optimistic about the year ahead as they expected the 

pipeline of work to rise.   

 

Dubai’s construction sector indicators 

 
Source: Markit, Emirates NBD Research 

 

Dubai’s construction sector indicators 
 
Total trade in construction materials reached AED 118.1bn in 2016, 

down by -1.3% y/y, accounting for almost 9.5% of Dubai’s non-oil 

trade. Base metals dominated overall trade accounting for 48.8% 

and 63.0% of imports and exports, respectively. We expect Dubai’s 

construction trade to be further boosted by 2020 Expo with Dubai’s 

foreign trade targeted to reach AED 4tn by 2020 from AED 1.28tn in 

2016, according to Dubai Customs. 

 

Separately, the cost index of Dubai’s major construction materials 

group* rose for a second consecutive quarter to 98.6 in Q4 2016 

from 93.7 in Q4 2015, according to the Dubai Chamber of 

Commerce and Industry (DCCI). We expect that Dubai’s rapid 

construction growth will inevitably push prices for construction 

materials higher over the coming years. Of the 16 major construction 

materials, 9 posted price increases, 5 showed price decreases, and 

2 remained unchanged. The biggest price increase was noted for 

‘steel’ for a second consecutive quarter, up by 15.0% y/y in Q4 2016, 

followed by ‘bricks’ (13.8%) and ‘building metal products’ (4.6%). 

 

Dubai’s major construction material 
groups cost index* 

 
*Major construction materials groups include Cement, Sand, Concrete, Steel 
and Bricks. 
Source: Dubai Chamber of Commerce and Industry (DCCI), Emirates NBD 
Research 
 

Dubai’s construction projects on upward 
trajectory 
 

The total value of GCC projects (either in planning, execution and 

on hold) reached USD 2tn at the first five months of 2017, with Saudi 

Arabia leading the way with USD 783bn of projects, accounting for 

almost 40% of the total figure. UAE ranked second with USD 686bn 

(34.3%) while the remaining total is spread across Kuwait, Bahrain, 

Qatar and Oman, according to the latest report by MEED Projects.  

 

More than half of the overall value of GCC projects (primarily 

comprised of commercial, residential and mixed use buildings) is 

channeled in construction with UAE accounting for roughly 50% of 

total GCC construction spending (USD 483bn), followed by Saudi 

Arabia with USD 328.7bn and Qatar with USD 69.8bn. We note 

however that the positive economic impact will only be felt on the 

real economy when these projects reach the execution stage.   
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GCC construction projects by country, % 
of USD 1tn, Jan-May 2017 

 
Source: MEED Projects, Emirates NBD Research 

 

The value of Dubai’s construction projects reached an estimated 

value of over USD 400 bn for the same period, accounting for over 

80% of the total UAE spending in the sector. Out of this, 25.0% of 

Dubai’s condtruction spending (USD 100bn) is in advanced stages 

(either tendered or under construction). Such projects include 

Sobha Hartland Development (USD 2.1 bn), Royal Atlantis Resort 

and Residences in Palm Jumeirah (USD 1.4bn) and Innovation Hub 

in Dubai Internet City (USD 1.2 bn). Separetely, 21.0% of Dubai’s 

projects with an estimated value of USD 223bn are currently on hold 

including the Central Light Rail System in DWC (USD 33.0bn) and 

the Universe project (USD 14bn). 

 

Dubai’s top 10 construction projects, % of 
USD 138.5bn  

 
Source: MEED Projects, Emirates NBD Research 

 
 

 

 

 

 

Bank credit to construction and real estate 
sector  
 

Lending to the construction and real estate sector expanded 10.4% 

y/y in Q1 2017 with loans to this sector accounted for 18.1% of total 

bank loans. Bank lending to the sector reached AED 267bn 

compared with AED 242bn in Q1 2016 as the graph below shows. 

We expect credit to construction and real estate to further increase 

in 2017.  

 

Demand growth for loans in construction increased modestly in Q1 

2017 compared with the previous quarter and is expected to further 

improve in Q2 2017, according to the latest credit sentiment survey 

by the UAE Central Bank. The demand for both business and 

personal loans has improved slightly, turning positive for the first 

time since Q3 2016, partially reflecting the recovery of the oil price 

and the moderation in the pace of fiscal consolidation. For Q2 2017, 

survey respondents expected the demand for business loans to 

increase, and credit standards would continue to tighten. 

 

Bank credit to the construction and real 
estate sector, Q1 2017 

 
Source: UAE Central Bank, Emirates NBD Research 
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Emerging Market Focus - India 

As India's economy turns increasingly to industry to support 

growth, it has attracted substantial attention as a catalyst for 

global oil demand over the coming decades. However, as 

domestic production has lingered around 700k b/d, India is 

highly reliant on inflows of foreign crude oil of which the main 

source of origin is Middle East producers. Given the proximity 

to Middle East crude exporters the dynamics of India's oil 

demand are under growing scrutiny. 

 

India's oil demand has grown substantially over the last decade, 

expanding by among the fastest rates among peer emerging 

markets. In the 2007-16 period, oil demand expanded by 109%, on 

par with China at 107% and far outpacing countries with similar 

levels of GDP per capita. However, while oil demand has grown 

quickly, consumption on a per capita basis is extremely low, at less 

than 1.2bbl/head in 2016 compared with more than 3bbl/head in 

China and far below developed market levels (Germany consumes 

around 10bbl/head). 

Ample catch-up potential for oil demand  

 
Source: PPAC, JODI, BP Statistical Review of World Energy, Emirates NBD 

Research. Note: size of bubble represents overall oil demand (m b/d) 

 

India's socio-economic profile is supportive of large increases in oil 

demand, not least for transport fuels which dominate the country's 

oil demand profile. However, liquefied petroleum gas (LPG) will also 

provide another pillar of demand growth as the government rolls out 

a strategy to expand use of the cleaner burning fuel at the expense 

of biomass in home use. LPG demand has grown consistently over 

the past five years and was among the fastest growing products in 

2016. 

 

Demonetisation has an impact 

The long-term outlook for India's oil demand remains reasonably 

constructive but near-term developments have disrupted the trend 

somewhat. The impact of India's demonetization has showed up 

clearly in oil product demand growth, which has started the year on 

the back foot. Demand growth has been negative year on year for 

the first quarter according to the latest available data from the 

PPAC, India's hydrocarbons reporting agency. The effects of 

demonetization are highly evident in retail transit fuels—gasoline 

and diesel—both of which have started the year flat to negative. In 

contrast demand for aviation fuel has been relatively unaffected 

considering air travel is less likely to be paid for in cash.  

Oil demand slumps to start 2017 

 
Source: PPAC, Emirates NBD Research. 

 

The variability of the monsoon is also a major driver for Indian fuel 

consumption as poor rains forces farmers to use diesel generators 

for irrigation. This year all signs are that the monsoon will be good if 

not above average which poses another discrete risk for Indian oil 

demand this year. 

 

Auto sales show steady improvement 

According to Society of Indian Automobiles (SIAM), the domestic 

sale of automobiles increased by 6.8% y/y in FY 2017 with all 

segments showing robust growth with the exception of three 

wheelers. The sale of three wheelers dropped by 4.9%. 

Notwithstanding the disruption due to demonetization, passenger 

vehicle sales rose 9.2% y/y to cross 3m units, the highest in six 

years. 

 

Looking ahead, SIAM expects the trend to continue with annual 

sales growth in the range of 7-9%. The introduction of India's Goods 

& Services Tax (GST) could impact short-term sales but should 

have a positive impact on the medium term. The pick-up in 

economic growth and investment spending should provide a further 

boost to auto sales.  

 

Economic data – Note the changes 

The Central Statistics Office (CSO) revised the base year of 

industrial production and wholesale price inflation (WPI) series to 

2011-2012 and made additional changes so that it remains in 

consonance with the current economic activity and other variables 

including the GVA (Gross Value Added). 

 

According to the revised series, industrial production (IIP) averaged 

5.1% y/y for FY 2017 compared to 0.7% y/y as per the old series. 

The new WPI series shows that inflation averaged 1.7% in FY 2017 

compared to 3.7% as per the old series. 
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It must be highlighted here that the revisions will have an impact on 

the GDP calculation as the GVA computation takes an input from 

IIP and hence the revision should be higher. It does appear from the 

changes that the new series is more representative and robust and 

hence should address the divergence between high frequency data 

and the quarterly GDP data. 

 
Edward Bell 
+971 4 230 7701 

Aditya Pugalia 
+971 4 230 7802 
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Interest Rates 

The US interest rate curve moved higher as Fed speak 
remained hawkish despite slightly softer than expected 
economic data out of the US and inflation expectations 
improved amid receding global risks and strengthening global 
growth.  

 

Global Rates 

Sovereign bonds across the globe had a month of mixed 

performance. Receding political risks (French election outcome, 

Korean missile tests) faded the demand for safe haven sovereigns 

with yields on UST, Gilts, Bunds and JGBs rising over the month. In 

contrast, yield hunters chased emerging market sovereigns causing 

yields to decline on USD denominated emerging market sovereign 

bonds. 

 

For the UST market, a rate hike next month is now assumed with 

market-implied probability of a June hike now sitting at 100%. This 

level of certainty is unusal for an event that is four weeks away. That 

said, the only economic data that could cast any doubt on a June 

hike would be extremely dismal inflation data or an incredibly weak 

nonfarm payroll report for May (released in early June) which is not 

what the market is expecting. CPI inflation data and retail sales data 

for May come out the day of the June FOMC meeting itself, so would 

be unlikely to sway the decision by themselves. 

 
Treasury volatility , the MOVE index, is close to its three decade low, 

despite the main policy instrument used in the recent past i.e the 

unconventional monetary policy to represss financial volatility now 

being unwound. 

10Yr Government Bond Yields  

 Yield % 1M chg 3M chg 12M chg 

US 2.35 +11 -10 +59 

UK 1.15 +11 -11 -24 

Germany 0.43 +25 +8 +29 

Russia 3.97 -12 -14 - 

Brazil 4.52 -11 -38 -82 

Japan 0.04 +4 -5 +15 

Source: Bloomberg 

 

April was the first month in which the ECB’s asset purchases were  

scaled back to €60bn from €80bn/mth. The ECB data suggests that 

€62.6bn purchases (net of reinvestment) were made in April vs 

€80.3bn in March, of which €54.3bn purchases were made through 

the PSPP (public sector purchase program). The remaining €8.3bn 

purchases were through the CSPP/CBPP/ABSPP programs. A 

combination of reduced ECB purchases, rising yields in the US and 

improving economic growth in the Eurozone area  - all contributed 

to a 23bp increase in yields on 10yr Bunds to 0.42% during the 

month. 

 

At the current pacel of Euro 60bn per month purchase, ECB’s QE 

program can continue well into next year without hitting any techical 

glitch. Market expects ECB to announce the QE taper at its Sep 17 

meeting for the taper to start in Jan 18 and the program to wind 

down fully  by Jun 18.  

 

ECB and BoJ QE may assist in negating Fed 

balance sheet  shrinking 

Fed officials have begun talking about shrinking the size of its 

balance sheet by ceasation of reinvestment program. In theory this 

should push UST yields higher, however,  YTD change in 10yr 

treasury yields is a reduction of 11bps to 2.35%. This can be 

attributed to a) sufficient counter balancing forces from continuation 

of BoJ and ECB QE programs, b) muted inflation data and c) lure of 

treasuries as one of the highest yielding safe haven asset. 

UST Yield curve : 10yr – 2yr yield spread  

 
Source: Bloomberg  

 

That noted, we would caution against expecting this trend to 

continue. There are few precedents for actively tightening policy via 

central bank balance sheets alongside rate hikes and it is difficult to 

gauge how eventful or meaningful the impact on yields should be.  

But if financial conditions tightened unexpectedly, we think the Fed 

would come to the rescue even though a return to reinvestments 

may not be its first option; hence, the technical backdrop would be 

slow to improve. 

 

Pace of US rate Hikes 

The Fed’s dot plot indicates two more rate hikes this year followed 

by three next year. However market implied probability only reflects 

two more rate hikes over the next 12 months to June 2018. Looking 

at historical trends it is easy to question Market’s judgement on this.  

 

 In 2004-2006 cycle the Fed hiked at a pace of 8.5 hikes per 

year from the date of the first hike to the date of the last hike.  

 In 1994-95 cycle, the Fed hiked at a pace of 12 hikes per year 

from the date of the first hike to the date of the last hike.  
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This time around, markets more dovish stand can be justified in view 

of the possible impact of other major central banks being in 

accommodative mode rather than tightening. Furthermore, the 

potential for the prospect of balance sheet reduction in 2018 to 

either (1) tighten financial conditions enough to warrant a pause in 

rate hikes, or (2) be accompanied by a strategic pause in rate hikes 

means that the market is less likely to price more than 3 hikes per 

year than to price fewer than 2. 

 

GCC Local Rates 

Short term interbank rates in the US edged up slightly higher ahead 

of the impending Fed rate hike in June. 3m LIBOR has increased 

2bps from 1.16% to 1.18%. However, local interbank rates in the 

GCC have remained largely unchanged with increase in actual 

LIBOR rates being absorbed by reduction in the spread of the local 

rates over the 3m LIBOR.  

3m SAIBOR, EIBOR, LIBOR Rates 

 
Source: Bloomberg  

 

3m SAIBOR remained firmly at 1.73% through 

out the month 

3m SAIBOR – LIBOR spread reduced from 58bps to 55bps and may 

continue to reduce further as  KSA banking system benefits from 

ongoing inflow of liquidity from international sources and higher oil 

prices. The 3m EIBOR – LIBOR spread was largely unchanged at 

30bps during the month. 

 

In the longer tenured space,  outright swap rates in the UAE reduced 

somewhat while those in the Saudi Arabia were slightly higher, 

possibly because of rate hedging by some large corporates. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Interbank Rates  - LIBOR Swaps 

  USD 

1m 

Chg 

bps AED 

1m Chg 

bps SAR 

1m 

Chg 

bps 

1m 1.00 1 1.09 2 1.27 -3 

3m 1.18 2 1.48 2 1.73 0 

6m 1.42 2 1.70 2 2.00 -0.5 

1yr 1.36 0 1.73 -1 1.99 3 

3yr 1.68 0 2.29 0 2.64 -1 

5yr 1.91 5 2.83 -1 3.17 3 

Source: Bloomberg 
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Credit Markets 

Improving global growth and stable oil prices amid 

manageable new supply provided a consructive backdrop for 

GCC bonds. Bond prices closed higher on the back of 

tightening credit spreads, despite several rating downgrades 

in the region. 

 

Global Bonds 

Sovereign bonds across the developed world fell in response to 

rising benchmark yields. However, credit bonds were mostly in the 

green on the back of several positive developments during the 

month: a) IMF upgraded its global growth forecast; b)  risk of war on 

the Korean peninsula receded, c) expected outcome of the French 

presidential election; d) supportive commodity prices and e) no 

material pressure on EM currencies.  These fuelled risk appetite and 

supported the bid for credit risk. Option adjusted spreads on credit 

bonds reduced materially during the month with US high yield bonds 

outperforming other global counterparts.  

Global Corporate Bond OAS (bps) 

  OAS 1M chg 3M chg 12M chg 

US IG Corp 111 -7 -7 -40 

US HY Corp 364 -28 -9 -227 

EUR IG Agg 65 -19 -14 -1 

USD EM Agg  254 -17 -12 -113 

Source: Bloomberg 

 

The stellar performance on credit spread basis translated into only 

a mild gain in price terms however, as the bulk of the benefit was 

absorbed by widening benchmark yields. In fact the material 

increase in European sovereign bond yields (10yr Bund yield more 

than doubled to 0.42%) saw corporate bonds close slightly lower in 

price terms. 

 

The hunt for yield continued to favour EM bonds. Barclays EM 

corporate  total return index was nearly 1% up during the month. 

 

GCC Bonds – Secondary market 

Lack of material new supply during the month and increased stability 

in oil prices towards end of the month created favourable 

environment for the GCC bond iinvestors. The liquid UAE bond 

index closed at its all – time high with credit spreads close to all time 

low at 120bps (20bps lower on the month). That said, this index has 

now become slightly less relevant as UAE now accounts for 46% of 

the GCC universe compared with 60% last year. At the wider GCC 

level, the Bloomberg Barclays GCC universe recorded a total return 

of 0.66% during the month and witnessed credit spread tightening 

of 13bps to 127bps. 

 

CDS levels on GCC sovereigns hardly moved during the month 

despite nearly 10% movement in oil  prices in either direction.  Dubai 

CDS at 111bps and Abu Dhabi 5yr CDS at 42bps are at their decade 

lows. Unless oil prices had a free fall or any black swan event 

involving securitry/military action/terrorism eventuates, it is hard to 

see what could cause a material change in credit spreads in the 

region. 

 

The biggest news of the month was the downgrade of Oman’s 

sovereign rating to BB+ from BBB- by S&P. The negative outlook on 

the rating continues to render further downward pressure even 

though Moody’s Baa1 rating and Fitch’s BBB rating on the country 

carry stable outlooks. The Oman curve understandably suffered 

with the price on Oman 47s falling more than a point during the 

month. Several Oman government related entities such as 

OMGRID, Bank Muscat etc also were downgraded.  Most bonds 

from Oman felt the heat and closed lower in price barring the 

OMANGS 22 sukuk which benefited from high technical bid for 

sukuk from Islamic banks, particularly since the sovereign papers 

carry zero risk weighting. 

Barclays GCC Credit TR  index  

 
Source: Bloomberg 

 

Abu Dhabi Energy (TAQA)’s credit rating was also downgraded by 

S&P from A/stable to A-/negative as a result of recent change in the 

way support is provided by its majority owner, the Abu Dhabi 

government. The expiration of the previous ‘put’ option that TAQA 

had to sell its assets at an agreed price to another GRE was 

replaced by TAQA receiving long term leasehold rights to a parcel 

of land valued at circa AED 19 billion. The TAQA management 

expects no change in government’s willingness to support, however, 

bond prices fell half to three quarters of a point across the TAQA 

curve. Further pressure may emerge on TAQA bonds as the 

company seeks to raise funding to refinance upcoming maturities as 

well as to fund circa $500 million of additional capex. 

 

Fitch downgraded Etihad Airways linked EA Partner’s bonds 

(EAPART 20s and 21s)  to ‘CCC’ after the consortium’s 49% owned, 

Air Alitalia filed for bankruptcy. Bond prices fell below $91 at one 

stage, before recovering to above $98 after Etihad Investment 

Holding Company,  an affiliate of Etihad Airways 

('A'/Stable),  agreed to assume Alitalia's debt obligation of USD132 

million and USD99.5 million, respectively at maturity.  With a yield 
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in the viscinity of 7.25%, EA Partner bonds are the  highest yielding 

securities in the Abu Dhabi Inc space. 

 

Another high yielding security, Dana Gas sukuk had another month 

of turbulence as the company sought debt restructuring amid a tight 

cash position ahead of the upcoming maturity of the sukuk in 

October this year. Devaluation of the Egyptian pound where the 

company has substantial unpaid receivables has hurt financial 

strength in the recent past. DANAGS 9 10/17 lost more than five 

points during the month.  

 
On the positive side, Kuwait Energy bonds gained nearly five points 

in anticipation of the bonds being called post the listing of the 

company on London Stock Exchange. 

 

In Qatar, recently issued Ezdan Holdings’ ERESQD 22s gained 

circa 3 points as the current yield of 4.25% still appear to offer value 

over similar rated and similar tenured bonds. Qatar’s Finance 

minister stated that they expect budget to breakeven and may not 

need further debt funding this year if oil prices remain above $45/b 

for the remainder of this year, indicating lower probability of further 

issuance out of Qatar which should support the bid for currently 

available bonds. 

 

During the month, Fitch released a banking sector report citing 

limited potential for merger between the GCC banks as a result of 

solid ongoing profitability at the banks, large private local investors 

on the shareholders’ register and limited cost savings benefits as a 

result of difficulties in achieving cost cuts in the GCC. The three way 

bank merger between Barwa Bank, Masraf Al Rayan and 

International Bank of Qatar is making slow progress with a final 

agreement only expected towards end of this year.  

 

GCC Bonds - Primary Market   

New issuance was slightly muted last month compared with the 

hectic pace witnessed in the first quarter. A total of $1.3 billion was 

issued while $600 million matured during the month. 

 

Saudi Arabia’s  International Company for Water and Power 

Projects, also known as ACWA Power,  rated BBB-/Baa3, raised 

$814 million in senior secured 144A/Reg S bond offering at 5.95% 

for a 22.5yr bond. The bond debut well in the secondary market with 

yirld tightening more than 20bps to 5.73% now. 

 

Another issuer to tap the primary market was the Oman government 

owned, Oman Electricity that raised $500 million in 10yr at MS+285 

bpsand has held ground well in the secondary market despite the 

downgrade of the Oman sovereign rating. 

 

Total YTD primary issuance of circa $35 billion is heading in the right 

direction to meet our forecast of between $70 - $80 billion of new 

issues this year. 

 

Anita Yadav 

+9714 230 7630 
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Currencies  

Mixed economic data and political uncertainty in the US have 

kept the dollar under pressure over the last month. On the other 

side of the Atlantic, Macron’s victory in France and data 

supporting a Eurozone recovery have lifted the euro. 

Meanwhile, sterling remains firm with the markets expecting an 

easy Conservative Party win in June followed by a ‘clean’ 

Brexit.   

 

Dollar driven lower  

In line with last month’s expectations the dollar has softened over 

the last 30 days, with the Dollar Index falling 1.8% to 97.95 amid 

mixed economic data and geopolitical factors. Despite firm US 

employment data, which saw 211,000 jobs created in April and the 

unemployment rate falling to a near decade low of 4.4%, other data 

has been less encouraging. Growth slowed from 2.1% q/q in Q4 

2016 to 0.7% in Q1 2017, disappointing consensus expectations. 

Inflationary pressures have also eased, with the Fed’s favorite 

measure of inflation, the PCE core rate dropping from 1.8% y/y in 

February to 1.6% y/y in March.  

 

Further pressure on the dollar has come from the unpredictability of 

President Trump, casting doubt on his ambitious stimulus plan.  

DXY prone to further short term decline 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg 

 

As seen above, the Dollar Index has retreated below the 200 day 

moving average (99.32) and the daily downtrend remainis intact. 

Furthermore, DXY has broken below the 50% Fibonacci 

retracement of 98.42, a support which has held since 10th November 

2016. This break exposes the pair to further declines towards 97.  

 

The principle dollar driver in the month ahead will be the tone that 

the Fed takes at its June 14th meeting. The market is assuming that 

the Fed will raise interest rates then and it will be eager to know if 

the FOMC anticipates an additional hike in H2 2017 and to hear the 

central bank’s interpretation of existing risks. A second key driver 

will be the noises emerging from the White House, and whether the 

administration is able to staunch the flow of unwelcome distractions 

that have dominated the headlines. 

 

Euro outperforms after French election 

The euro has been the strongest performing major currency over 

the last month, gaining on all its rivals. EURUSD has appreciated 

3.51% to 1.1105, living up to our expectations that it had broken out 

of its downtrend (page 12). The primary catalyst for this has been 

the victory of the europhile Macron in the French elections, 

eliminating the risk of France leaving the common market and the 

single currency.  

 

In addition, data out of the Eurozone has been constructive. The 

activity data such as the PMIs, ZEWs and IFOs have all shown 

improving conditions in Q2,  while  Q1 growth was confirmed at 0.5% 

q/q. Headline inflation stands at 1.9% and is close to the ECB’s 2.0% 

target, while the core rate has also moved higher to 1.2%. All of 

these factors lead the market to believe that the ECB is done with 

easing and the next move will be to reduce the asset purchase 

program and move towards tightening monetary policy. While we 

doubt if this is likely to be around the corner, it is certainly likely to 

be the subject of discussion at upcoming policy meetings. 

 

Technical analysis of the daily candle charts show that not only has 

the EURUSD broken out of August’s daily downtrend, but has 

reached levels last seen in November 2016, with further gains likely 

to be in store. We see a test towards 1.1171 (the one year 76.4% 

Fibonacci retracement) as the next step. Should this level be 

breached, further advancement towards 1.13 cannot be ruled out. 

Accordingly we have revised our EURUSD forecasts for 2017 

slightly higher. 

 EURUSD breaks higher 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg 

USDJPY to rebound 
 

Since our bullish call on the 24th of April (page 13), USDJPY rose 

4.10% to reach 113.57 before correcting lower. This move was 

catalyzed by a combination of Macron’s victory renewing risk 

appetite and market expectations of the Fed moving to tighten 

interest rates in June, in contrast with the accommodative monetary 

http://www.emiratesnbdresearch.com/plugins/Research/files/Monthly_Insights_April_2017(1).pdf
http://www.emiratesnbdresearch.com/plugins/Research/files/Monthly_Insights_April_2017(1).pdf
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policy of the BOJ. Renewed US political uncertainty, however, has 

recently led it to unwind some of these gains.  
 

From a technical perspective, the outlook remains bullish with 

several key resistances shattered. The price action of the last 30 

days has moved above the 50 (111.70), 100 (113.16) and 200 day 

(109.27) moving averages. Equally important, the key 112.70 level 

was taken out (this being the resistive trendline of the daily 

downtrend that had been in effect since January 2017) followed by 

a break of the 50% one year Fibonacci retracement (113.36). 

Despite the recent pullback, while the level holds above the 50 day 

MA (111.70), we expect further advances. 

USDJPY to realise further gains 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg 

GBPUSD remains bullish above base of 1.2780 

Sterling’s gains against the other major currencies was second only 

to the euro last month as positive data and sentiment helped drive 

GBPUSD 1.06% higher to 1.2932. During this period, cable had hit 

highs of 1.2989, not far from our target of 1.30 (page 13) but a 

cautionary statement from the Bank of England kept the pound’s 

gains in check. While Q1 GDP growth did slow to 0.3% q/q from 

0.7%, on an annual basis it rose 2.1%. In addition, inflation as 

measured by consumer prices has risen to 2.7% y/y in April while 

for the same period PMIs showed significant improvement. While 

the Bank of England’s inflation report stated that falling oil prices and 

a weaker pound would keep a lid on inflation, we maintain that the 

tight labour market and falling savings levels may call for a 

tightening of monetary policy sooner than the market thinks. 

 

GBPUSD has formed a base of support at 1.2780 and while this 

support holds, we expect further gains lie in store particularly in light 

of a widely expected Conservative victory in the June election. 

GBPUSD forms higher base support 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg 

Correlation of daily currency movements over the last one month 

PAIR EUR/USD EUR/GPB EUR/JPY GBP/USD USD/JPY USD/CAD AUD/USD NZD/USD 

EUR/USD  0.444 0.697 0.414 -0.240 -0.085 0.397 0.233 

EUR/GBP 0.444  0.466 -0.631 0.111 -0.069 0.246 -0.161 

EUR/JPY 0.697 0.466  0.118 0.5269 -0.077 0.173 0.054 

GBP/USD 0.414 -0.631 0.118  -0.333 -0.010 0.104 0.373 

USD/JPY -0.240 0.111 0.527 -0.333  -0.005 -0.237 -0.190 

USD/CAD -0.085 -0.069 -0.077 -0.010 -0.005  -0.521 -0.551 

AUD/USD 0.397 0.246 0.173 0.104 -0.237 -0.521  0.575 

NZD/USD 0.233 -0.161 0.054 0.373 -0.190 -0.551 0.575  

 Source: Bloomberg, Emirates NBD Research 
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Equities 

With nearly one-third of the year to date gain for global equities 

coming over the last month, the impact of declining political 

risk premium and better than expected earnings are clearly 

visible. With key events on the horizon unlikely to throw up 

surprises and the willingness of investors to put additional 

money into play on pull backs, it would not be surprising to see 

the risk-on sentiment continue. Having said that, extremely low 

volatility over an extended period could breed complacency 

which in turn could lead to negative surprises. More so, if the 

political pressures in the US gather more steam. 

 

With the exception of GCC equities, most equity markets recouped 

previous month’s losses and touched record highs. The MSCI World 

index rallied +3.8% 1m to take its year to date gains to +8.6%. Gains 

were led by emerging markets in continuance of the broad theme 

visible this year with the MSCI EM index adding +5.2% 1m. The 

MSCI G7 index gained +3.7% 1m with all key markets closing in 

positive territory. The FTSE 100 index rallied +2.4% 1m to recover 

all losses from the election announcement as opinion polls suggest 

an easy win for the Conservative Party.  

 

Volatility declined across the board with the VIX index and the V2X 

index dropping -35.2% 1m, and -41.6% 1m respectively. The JP 

Morgan EM Volatility index declined -19.0%. It must be noted here 

that the VIX index is at multi-year lows. 

 

With most factors panning out favorably over the past month and 

volatility remaining low, it appears investors are well invested in the 

market. For example, investors put in a record USD 6bn of new 

capital into European equities in the week following the French 

election result. With such positioning, it is likely that investors could 

wait for a pull back before committing further. With the outcome of 

the UK election and the Federal Reserve meeting unlikely to throw 

any surprises and seemingly to be priced in the market, the OPEC 

meeting and the unpredictability of Donald Trump could well shape 

the direction of global equities. 

   

Global equities – A throw back 

Global equity markets have outperformed all asset classes so far 

this year on the back of broad improvement in earnings trajectory, 

steady economic growth and a more predictable central bank policy 

direction. The MSCI World index has returned +9.76% ytd followed 

by +6.8% gain in gold prices despite gold being considered a proxy 

for risk aversion. 

 

Much of the outperformance was driven by +17.8% return from 

emerging market equities. In fact, returns from the MSCI EM index 

was the highest among all asset classes by a wide margin. The 

MSCI EAFE index and the MSCI FM index returned +13.1% and 

+13.0% respectively. The outperformance of emerging markets has 

been a departure from Q4 2016 but a consistent trend so far this 

year as they benefit from controlled hikes by the Federal Reserve, 

valuation differentials and improving growth profile. 

 

For the MENA region, the performance so far this year has been of 

two halves. While equities in the first half received a boost from the 

OPEC decision to cut oil output, the second half was marked by 

weak earnings, indifference of investors and renewed uncertainty 

about oil prices. 

 

 

Asset Class Returns 

 
Source: Bloomberg, Emirates NBD Research 

Indices used - Global Equities (MXWO index), DM Equities (MXEA Index), EM Equities (MXEF Index), FM Equities (MXFM Index), GCC 

Equities(SEMGPCPD Index) Dev Sov Bonds (BGSV Index), Tresuries (BUSY Index), HY Corp Bonds (BHYC Index), UAE USD Bonds (BUAEUL Index), 

Commodities (BCOM Index), Gold and Oil (Spot Prices) Global REITS (ENXG Index), Hedge Funds (BBHFUNDS Index). * shows price change while others 

show total return

2009 2010 2011 2012 2013 2014 2015 2016 2017 ytd

Global Equities 30.87% 12.41% -4.99% 16.56% 27.42% 5.57% -0.28% 8.19% 9.76%

DM Equities 32.63% 8.34% -11.68% 17.96% 23.43% -4.32% -0.28% 1.59% 13.10%

EM Equities 78.55% 19.24% -18.16% 18.62% -2.31% -1.96% -14.60% 11.54% 17.79%

FM Equities 11.32% 22.19% -18.43% 8.47% 25.94% 6.61% -14.78% 2.66% 13.08%

GCC Equities 13.58% 15.29% -9.24% 8.00% 26.03% 1.31% -14.85% 7.93% 0.66%

Dev Sov Bonds* - 6.04% 6.41% 1.41% -4.59% 0.11% -2.47% 1.70% 2.39%

Treasuries* - 6.00% 9.77% 2.03% -3.37% 6.19% 0.85% 1.03% 1.18%

HY Corp Bonds* - 12.00% 2.66% 18.63% 7.55% -0.26% -4.65% 14.78% 5.07%

UAE USD Bonds* 5.57% 1.78% 4.22% 2.44%

Commodities 18.72% 16.67% -13.37% -1.14% -9.58% -17.04% -24.70% 11.40% -4.50%

Gold* 24.73% 29.48% 10.06% 7.14% -27.97% -1.34% -10.20% 8.56% 6.81%

Oil (Brent)* 70.94% 21.58% 13.33% 3.47% -0.28% -48.26% -34.97% 52.41% -8.80%

Global REITs 28.47% 31.37% 5.68% 21.08% -2.10% 33.51% 0.70% 6.51% 1.06%

Hedge Funds 9.15% 7.34% -5.15% 5.04% 7.37% 1.43% 0.61% 3.59% 3.52%
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European versus US equities 

At the start of the year, European equities were identified as one to 

keep an eye for notwithstanding political risks associated with it. As 

the political risks have faded away, European equities have gained 

strength. In fact, it has outperformed all its developed market peers 

with the MSCI Europe index rallying +9.2% ytd compared to gains 

of +7.2% ytd for the S&P 500 index and +3.6% ytd for the Nikkei 

index. 

 

While the flows have picked up over the last fortnight, it still pales 

when seen in comparison with outflows of USD 103bn last year. 

Additionally, when seen as a percentage of assets under 

management, the flows are at most half the way to levels seen at 

time of market peaks in the previous years.  

 

Looking ahead, the trend of outperformance of European equities is 

expected to continue with further traction coming from earnings 

recovery. The headline numbers have started exhibiting recovery 

with around 63% of European companies that have reported 

earnings having beaten consensus estimates. While low profit 

margins and high operational leverage suggests that the same is 

still at an early stage, analysts’ have actually upgraded earnings 

estimates upwards as opposed to downward revisions in the 

previous year. The consensus estimates for Euro Stoxx 600 index 

have increased by +0.6% for 2017E in the last three months 

compared to -1.1% revision for the S&P 500 index.  

 

The two key end markets are driving the earnings upgrade: – The 

improvement in the domestic economy which accounts for c.50% of 

corporate revenues; and he sustained strength in the US economy 

which accounts for nearly 20% of the corporate revenue. 

 

The valuation differential between the US and European equities 

should also provide support. The Euro Stoxx 600 index is currently 

trading at 16.1x 2017E earnings compared to the S&P 500 index 

which is trading at 18.6x 2017E earnings. The MSCI World index is 

trading at 17.4x 2017E earnings. Additionally, the spread between 

the US and German 10y bonds have been edging tighter which 

should provide a boost to the banking sector stocks in Europe. 

Finally, the trend of outperformance will gain further momentum 

should the political outlook for the US turn fractious compared to 

now a benign one for the Eurozone. 

 

Indian versus Chinese equities 

While the broad emerging markets have led gains in equities, 

returns from Indian and Chinese equities have stood at either end 

of the spectrum. While India’s Nifty index has rallied +16.0% ytd, the 

Shanghai Composite index is actually flat for the year.  

 

However, the differential narrows when we look at the performance 

of the Chinese H shares listed on the foreign exchanges. The FTSE 

China H share Index has rallied +10.2% ytd. Onshore share price 

performance are often driven by momentum and generally marked 

by high volatility. The underperformance could partly be explained 

by the desire of authorities to curb volatility and also the make-up of 

the on-shore index wherein consumption driven sectors such as 

technology and services account for nearly one-third of the index. 

Looking ahead, Chinese equities should pick up pace as short-term 

risks such as the possibility of a trade war with the US have reduced 

and growth momentum continues. While exports have picked up 

pace as external economic environment improves, weakness in 

commodity prices could continue to remain a drag. The challenge of 

reform execution and maintaining growth while rebalancing the 

economy remains. The after effects of attempts to cool the property 

sector with targeted tightening will also be closely watched. 

 

The valuation differential between Chinese and Indian equities 

suggest that should the economic growth differential narrow and 

commodity prices recover, Chinese equities could recover the lost 

ground in H2 2017. The Shanghai Composite index currently trading 

at 13.5x 12m forward earnings compared to the Nifty index which is 

trading at 18.9x 12m forward earnings. The MSCI EM index is 

currently trading at 12.8x 12m forward earnings. 

 

Saudi Arabian equities & Oil 

Saudi Arabian equities have underperformed the broad region with 

the Tadawul losing -3.7% ytd compared to a decline of -1.5% ytd in 

the MSCI Arabian Markets index.  

 

It is the general refrain to link the underperformance to weakness in 

oil prices. ICE Brent futures have dropped -9.5% so far this year. 

However, we have noticed that the correlation is not as strong as 

suggested. The daily correlation between brent prices and the 

Tadawul has reduced from 0.26 over the past two years to 0.05 

since the start of the year. The correlation actually turned negative 

since the start of April 2017 to -0.01. Much of the drop in oil prices 

for the year have come since then. 

 

The recent underperformance can be put down to weak corporate 

earnings and as the economy adjusts to the changing economic 

scenario and the government pushes ahead with its plans of fiscally 

constrained diversification. The second half could well be shaped by 

whether the country is included in the MSCI EM index or not. The 

possibility of the same remains high given that the capital market 

has implemented all the changes required. If it happens, it could well 

be the catalyst to drive equities in the second half of 2017. 

 

Aditya Pugalia 
+9714 230 7802 
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Commodities 

The outcome of OPEC's upcoming meeting will largely set the 

tone for oil markets for the remainder of 2017 as the bloc's 

decision on production levels will affect how quickly (or if at 

all) the crude market returns to balance. An extension of the 

existing production cut deal appears to be largely priced into 

the market with the duration the main variable for debate. 

However, we still question how effective this one-handed 

attempt to balance markets can be let alone how supportive it 

can be in pushing oil prices much higher than current levels. 

 

Nine-month extension under discussion 

Energy ministers from Saudi Arabia and Russia have endorsed an 

extension of the cut for an additional nine months which would take 

the cuts into the first quarter of 2018. This is longer than OPEC had 

initially considered as a renewal but considering the significance of 

the two proponents we expect a high likelihood of the nine-month 

extension being put in place at the end of May. Among critical OPEC 

members, Kuwait has announced its support for extending cuts 

while Iran and Iraq had previously expressed support for a longer 

deal. Outside of OPEC, Oman has come out in favour of extending 

the cut until March while both Kazakhstan and Azerbaijan have been 

less exuberant in limiting output for an additional nine months.  

 

The primary goal of cutting production is to catalyze a drawdown in 

the currently burdensome inventory levels that have built up since 

2014. For the cuts to have an impact on inventory levels, a high 

degree of compliance needs to be maintained. So far adherence to 

production targets has been good, although collective compliance 

has largely been down to over-cutting from Saudi Arabia as it 

compensates for some of OPEC's laggards. Russia has also kept to 

the agreement and output has fallen from a peak at the end of 2016. 

But in order to encourage producers to keep compliance at high 

levels, oil prices probably need to remain at the lower end of the 

USD 45-55/b range they have settled into for much of the year in 

order to discourage leakage. 

Market likely to move into deficit in H2 

 
Source: OPEC, Emirates NBD Research. 

 

But working from the assumption that OPEC and its partners stick 

to the deal and keep compliance as high as it has been in Q1 2017 

then overall output from the bloc will fall by around 0.5m b/d this 

year. In its latest assessment of oil markets, OPEC estimated non-

OPEC production growth of 0.95m b/d in 2017, a considerable 

upward revision from where it had previously pegged production 

from outside the group. Taken together, we expect the crude market 

will likely move into deficit as early as Q3 and be roughly balanced 

in Q4. 

 

Inventory level won't get close to five-year 
average 

However, it may be too early to call the production cuts a success 

at that point. OPEC and its partners are focused on returning 

inventories to their five-year average which as of the end of 2016 

OPEC estimates at 2.78bn bbl. The scale of cuts that have been put 

in place will help stocks narrow, particularly in H2, but they will 

remain above historic levels by a wide margin. Moreover, the focus 

on the five-year average is, in our view, misplaced. As more recent 

data points fill in the rolling five-year average the overall level will 

rise to over 2.84bn bbl by the end of 2017. The H2 deficit will help 

inventories narrow but they will only be converging onto a higher 

average level. We estimate OECD inventories will end the year 

around 2.99bn bbl, hardly a level that implies a tight market. 

Excess stocks will draw to higher average 

 
Source: OPEC, Emirates NBD Research. 

 

Even the paper victory of narrowing inventories may be short lived. 

While OPEC and its partners will have been limiting output, 

production from North America and elsewhere will continue to 

gather pace. OPEC itself estimates an increase in non-OPEC 

supply close to 1m b/d in 2017 led principally by growth in the US 

(820k b/d). We have assumed slower output growth in 2018 from 

North America and a modest increase from Latin America but it still 

will be enough to keep total non-OPEC production growing healthily 

next year. Moreover, countries where long-term production declines 

looked to be entrenched may see some signs of turnaround as early 

as this year: production growth in China may end up flat y/y in 2017 

thanks to a relatively stable oil price prompting investment from the 

major NOCs there.  
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Supply is only half of the battle in keeping inventories from getting 

too bloated, however, and we have penciled in an improvement in 

demand to growth of 1.45m b/d in 2018 from OPEC's assessment 

of 1.28m b/d this year. This would bring demand closer in line with 

its long-term average although we caution oil demand can be 

reasonably choppy year to year and 1.45m b/d may be a stretch if 

the US economy shows signs of wobbling. Indeed, the IEA has 

already sounded warnings about demand growth in 2017 after some 

disappointing numbers in the first four months of the year. 

 

If OPEC and its partners keep their cuts in place until Q1 2018 but 

then resume production growth once the deal expires, the market 

will certainly move back into surplus of around 0.5m b/d for the year, 

provided our demand forecast doesn't disappoint. Transparent 

commercial inventories will still remain substantially above their five-

year average even if demand accelerates beyond our current 

expectation. At that point OPEC and its partners will need to face 

the uncomfortable decision of cutting further or prioritizing access to 

markets through greater output. 

 

Oil prices nudged downward but still expect y/y 
gains 

With the market moving into deficit for H2 2017 we still expect prices 

to show a general upward trend but that the topside will be limited. 

An average of USD 60/b for Brent in Q4 is probably a stretch too far 

for this market and now expect prices will average USD 55/b for all 

of H2 2017, taking our annual forecast to USD 54.42/b. We have 

also revised marginally lower our forecast for WTI to USD 52.48/b.   

 

We are skeptical that the market will move fully into backwardation 

as a result of a longer OPEC cut as alternative producers will pile 

into the space created by lower OPEC volumes. Indeed, longs have 

generally been abandoning this market in recent weeks considering 

how limited the upside potential is. The reticence of the front of the 

curve to move into backwardation will also deter roll yield hunters. 

Spot prices belie market tightness 

 
Source: EIKON, Emirates NBD Research. 

 

Longer-dated spreads snapped into a small backwardation on the 

Saudi Arabia-Russia news but have been trending consistently 

downward since the middle of January. While we are generally 

cautious about spreads trending, they are sending a clear enough 

message that the market is hardly short of crude.  

 

Edward Bell 
+9714 230 7701 
  

-7

-6

-5

-4

-3

-2

-1

0

1

2

3

Jan-16 Apr-16 Jul-16 Oct-16 Jan-17 Apr-17

Brent Dec 17/18 Brent Dec 17/19



 
 
 
 
 
 

Page 21 
 

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: Markit, Emirates NBD Research 

 

CDS Spreads 

 
Source: Bloomberg 

Private sector credit* 

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

private sector credit. Source: Haver Analytics, Emirates NBD 

Research 
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MENA in Pictures 

Egypt – Core Inflation 

 
Source: Havers, Emirates NBD Research 

Egypt Remittance Inflows 

 
Source: Havers, Emirates NBD Research 

Iran Exchange Rates 

 
Source: CBI, Emirates NBD Research 

 

 

 

 

Egypt PMI 

 
Source: Markit, Emirates NBD Research 

Iran Oil Production, mn b/d 

 
Source: Bloomberg, Emirates NBD Research 

Iran Trade 

 
Source: Bloomberg, 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 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Emirates NBD Research 

 

Interest Rate Differentials-CAD 
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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 

 

 

Asian Emerging Equity Markets 

 
Source: Bloomberg, Emirates NBD Research 

 

US Equity Markets 

 
Source: Bloomberg, Emirates NBD Research 

 

 

Latin American Equity Markets 

 
Source: Bloomberg, Emirates NBD Research 

 

 

Emerging Europe Equity Markets 

 
Source: Bloomberg, Emirates NBD Research 
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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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Key Economic Forecasts - GCC 

United Arab Emirates 2014 2015 2016e 2017f 2018f 

Nominal GDP $bn 402.2 370.5 374.1 411.3 453.4 

Real GDP % 3.1 3.8 3.0 3.4 4.1 

Current A/C % GDP 10.0 3.3 -2.0 -0.3 1.6 

Budget Balance % GDP 5.0 -2.1 -3.2 -0.8 1.4 

CPI % 2.3 4.1 1.6 2.5 3.5 

Saudi Arabia      

Nominal GDP $bn 756.4 651.8 639.6 696.0 757.4 

Real GDP % 3.7 4.1 1.4 1.8 2.4 

Current A/C % GDP 9.6 -9.1 -4.2 -11.0 -5.8 

Budget Balance % GDP -2.3 -15.0 -13.6 -9.8 -6.2 

CPI % 2.7 2.2 3.5 2.8 3.5 

Qatar      

Nominal GDP $bn 206.2 164.6 152.5 170.4 189.5 

Real GDP % 3.5 3.3 2.0 3.5 3.8 

Current A/C % GDP 29.5 12.7 1.2 4.4 6.1 

Budget Balance % GDP 12.3 1.2 -8.4 -4.6 -4.7 

CPI % 3.3 1.9 2.7 3.0 3.5 

Kuwait      

Nominal GDP $bn 166.3 116.9 95.9 107.3 120.4 

Real GDP % 0.5 1.8 2.7 2.3 2.9 

Current A/C% GDP 32.6 5.1 -1.7 7.0 15.4 

Budget Balance % GDP 7.4 -13.1 -17.2 -9.3 0.3 

CPI % 2.9 3.3 3.2 3.5 3.5 

Oman      

Nominal GDP $bn 80.9 69.7 72.5 79.2 87.7 

Real GDP % 2.5 5.7 3.7 2.0 2.8 

Current A/C % GDP 5.2 -15.5 -17.7 -11.6 3.1 

Budget Balance % GDP -3.4 -17.2 -17.5 -9.8 -5.0 

CPI % 1.0 0.1 1.1 1.5 2.0 

Bahrain      

Nominal GDP $bn 33.4 31.1 31.9 34.4 36.8 

Real GDP % 4.4 2.9 3.0 2.5 2.4 

Current A/C % GDP 4.6 -2.4 -4.9 -5.2 -3.6 

Budget Balance % GDP -3.6 -13.0 -15.9 -12.9 -11.0 

CPI % 2.7 1.8 2.8 2.0 3.0 

GCC (Nominal GDP weighted avg)      

Nominal GDP $bn 493.3 433.3 430.1 468.1 509.8 

Real GDP % 3.1 3.8 2.1 2.5 3.1 

Current A/C % GDP 14.2 -2.3 -3.6 -4.9 -0.3 

Budget Balance % GDP 2.2 -9.6 -10.7 -6.8 -3.5 

CPI % 2.6 2.6 2.7 2.7 3.4 

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

Egypt* 2014 2015 2016 2017f 2018f 

Nominal GDP $bn 305.4 332.6 332.2 180.9 196.1 

Real GDP % 2.9 4.4 4.3 3.5 4.9 

Current A/C % GDP -1.0 -2.7 -4.5 -2.7 -1.3 

Budget Balance % GDP -12.98 -12.53 -13.95 -10.05 -8.98 

CPI % 10.1 10.4 13.7 16.0 11.0 

Jordan      

Nominal GDP $bn 35.8 37.5 38.9 40.3 41.7 

Real GDP % 3.1 2.4 2.0 2.8 3.0 

Current A/C % GDP -7.3 -9.1 -10.3 -9.8 -9.6 

Budget Balance % GDP -2.3 -3.5 -3.2 -2.9 -2.6 

CPI % 2.8 -0.9 -0.8 2.0 2.0 

Lebanon      

Nominal GDP $bn 48.6 50.1 55.1 61.8 68.5 

Real GDP % 1.8 1.5 2.4 3.1 3.3 

Current A/C % GDP -23.9 -16.1 -16.0 -15.6 -15.7 

Budget Balance % GDP -6.3 -7.9 -7.3 -7.5 -7.7 

CPI % -8.0 -3.8 -1.0 3.0 4.5 

Tunisia      

Nominal GDP $bn 47.6 41.1 41.3 41.1 45.0 

Real GDP % 2.3 0.8 1.1 2.8 4.0 

Current A/C% GDP -9.0 -9.4 -8.3 -7.4 -6.5 

Budget Balance % GDP -5.1 -5.1 -6.8 -6.4 -6.0 

CPI % 5.5 4.9 3.7 5.0 5.0 

Morocco      

Nominal GDP $bn 109.7 100.7 116.8 125.8 135.6 

Real GDP % 2.6 4.5 1.0 4.7 4.8 

Current A/C % GDP -5.7 -2.1 -4.1 -2.9 -2.1 

Budget Balance % GDP -5.2 -4.7 -3.8 -3.1 -2.5 

CPI % 0.4 1.6 1.6 3.0 3.0 

Oil Importers  (GDP weighted avg)      

Nominal GDP $bn 203.3 224.9 222.9 123.8 134.1 

Real GDP % 2.70 3.75 3.08 3.66 4.37 

Current A/C % GDP -5.0 -4.7 -6.2 -5.6 -4.7 

Budget Balance % GDP -9.4 -9.6 -10.1 -6.8 -6.2 

CPI % 5.7 6.4 8.2 8.3 6.5 

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 2014 2015 2016 2017f 2018f 

Nominal GDP $bn 213.5 165.3 165.4 186.1 214.3 

Real GDP % 2.2 2.3 3.4 3.6 4.2 

Current A/C % GDP -4.3 -16.6 -17.3 -10.9 -8.7 

Budget Balance % GDP -7.3 -16.0 -14.3 -10.7 -8.2 

CPI % 3.9 4.4 6.0 7.0 5.0 

Libya      

Nominal GDP $bn 48.1 34.4 36.2 40.1 44.7 

Real GDP % -24.0 -10.2 -0.9 10.3 11.3 

Current A/C % GDP -10.5 -9.4 -12.3 -15.0 -17.0 

Budget Balance % GDP -41.4 -23.6 -20.7 -18.8 -17.6 

CPI % 2.4 9.5 9.5 10.5 11.5 

Iran      

Nominal GDP $bn 503.6 423.7 420.1 406.6 434.1 

Real GDP % 5.9 3.7 7.2 4.1 5.0 

Current A/C % GDP 3.1 2.1 3.8 5.3 5.8 

Budget Balance % GDP -0.5 -0.7 -0.7 -0.7 -0.7 

CPI % 37.4 15.9 8.5 11.1 12.0 

Iraq      

Nominal GDP $bn 192.8 164.2 229.6 247.2 288.3 

Real GDP % -0.6 -2.4 8.7 3.5 5.1 

Current A/C% GDP 12.7 2.5 -5.3 -5.7 -5.5 

Budget Balance % GDP -6.1 -13.6 -10.7 -6.6 -4.6 

CPI % 3.0 1.2 1.0 4.5 6.5 

Oil Exporters (GDP weighted avg)      

Nominal GDP $bn 301.3 295.9 294.5 314.9 239.4 

Real GDP % 1.9 1.5 6.5 4.1 5.2 

Current A/C % GDP 2.7 -2.3 -3.5 -1.9 -7.7 

Budget Balance % GDP -7.5 -10.1 -9.7 -7.4 -7.1 

CPI % 9.4 6.2 7.2 8.9 6.3 
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Key Economic Forecasts - Global 

US 2013 2014 2015 2016f 2017f 2018f 

Real GDP % 2.2 2.4 2.4 1.8 2.5 2.5 

Current A/C % GDP -2.3 -2.3 -2.6 -2.7 -2.7 -2.9 

Budget Balance % GDP -3.3 -2.8 -2.5 -2.5 -3.0 -3.4 

CPI % 1.5 1.6 0.1 1.7 2.3 2.5 

Eurozone       

Real GDP % -0.3 0.9 1.5 1.5 1.7 1.5 

Current A/C % GDP 1.8 2.4 3.0 2.7 2.6 2.8 

Budget Balance % GDP -2.9 -2.6 -2.0 -2.0 -1.6 -1.6 

CPI % 1.3 0.4 0.0 0.9 1.5 1.5 

UK       

Real GDP % 1.7 2.9 2.4 2.0 2.3 2.0 

Current A/C% GDP -4.5 -5.1 -4.5 -4.0 -4.0 -3.3 

Budget Balance % GDP -5.9 -5.4 -4.3 -3.2 -2.0 -2.8 

CPI % 2.6 1.5 0.5 1.9 2.0 2.6 

Japan       

Real GDP % 1.6 0.0 0.5 0.9 1.0 0.5 

Current A/C % GDP 0.8 0.5 3.0 3.2 3.0 3.5 

Budget Balance % GDP -7.8 -7.1 -6.0 -6.0 -5.0 -4.8 

CPI % 0.3 2.7 0.8 0.8 1.5 1.0 

China       

Real GDP % 7.7 7.3 6.9 6.5 6.3 6.1 

Current A/C % GDP 1.5 2.1 2.7 2.8 2.5 1.9 

Budget Balance %GDP -1.8 -1.8 -2.5 -3.0 -3.0 -3.5 

CPI% 2.6 2.0 1.4 1.7 2.0 2.2 

India*       

Real GDP% 4.7 6.9 7.4 8.0 6.6 7.8 

Current A/C% GDP -2.6 -1.4 -1.5 -1.5 -1.0 -1.0 

Budget Balance % GDP -5.9 -4.8 -4.1 -3.9 -3.9 -3.6 

CPI % 10.9 6.4 7.0 5.0 4.8 5.0 

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 

 16-May Q2 2017 Q3 2017 Q4 2017 Q1 2018 3m 6m 12m 

EUR/USD 1.1058 1.0800 1.0500 1.0300 1.0200 1.1109 1.1165 1.1280 

USD/JPY 113.70 116.00 120.00 122.00 124.00 113.26 112.75 111.65 

USD/CHF 0.9903 1.0300 1.0500 1.1000 1.1000 0.9847 0.9786 0.9664 

GBP/USD 1.2888 1.2500 1.3000 1.3500 1.4000 1.2923 1.2960 1.3037 

AUD/USD 0.7405 0.7300 0.7200 0.7000 0.7000 0.7394 0.7385 0.7370 

NZD/USD 0.6869 0.6900 0.6700 0.6500 0.6700 0.6855 0.6841 0.6816 

USD/CAD 1.3642 1.3500 1.3400 1.3200 1.3000 1.3622 1.3598 1.3545 

EUR/GBP 0.8580 0.8640 0.8077 0.7630 0.7286 0.8596 0.8615 0.8652 

EUR/JPY 125.73 125.28 126.00 125.66 126.48 125.73 125.73 125.73 

EUR/CHF 1.0951 1.1124 1.1025 1.1330 1.1220 1.0940 1.0926 1.0901 

FX Forecasts - Emerging Forwards 

 16-May Q2 2017 Q3 2017 Q4 2017 Q1 2018 3m 6m 12m 

USD/SAR* 3.7502 3.7500 3.7500 3.7500 3.7500 3.7510 3.7531 3.7627 

USD/AED* 3.6729 3.6720 3.6720 3.6720 3.6720 3.6743 -- -- 

USD/KWD 0.3044 0.3050 0.3050 0.3050 0.3050 0.3053 0.3072 -- 

USD/OMR* 0.3850 0.3850 0.3850 0.3850 0.3850 0.3856 0.3862 0.3905 

USD/BHD* 0.3770 0.3770 0.3770 0.3770 0.3770 0.3775 0.3778 0.3786 

USD/QAR* 3.6414 3.6400 3.6400 3.6400 3.6400 3.6464 3.6509 3.6624 

USD/EGP 18.1194 18.0000 18.5000 18.7500 19.0000 18.3500 18.6400 19.6250 

USD/INR 64.104 64.50 65.00 66.00 67.000 64.7400 65.4600 66.9000 

USD/CNY 6.8888 7.0000 7.1000 7.2000 7.4000 6.9453 6.9913 7.0818 

Data as of 16 May 2017 

Source: Bloomberg, Emirates NBD Research 
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Interest Rate Forecasts 

USD Swaps Forecasts Forwards 

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

2y 1.53 1.75 1.95 2.20    

10y 2.21 2.56 2.65 2.81    

2s10s (bp) 68 81 70 61    

US Treasurys Forecasts  

2y 1.18 1.40 1.62 1.90    

10y 2.25 2.60 2.70 2.85    

2s10s (bp) 107 120 108 95    

3M Libor  

3m 1.16 1.35 1.55 1.80    

3M Eibor  

3m 1.46 1.67 1.88 2.15    

Policy Rate Forecasts 

 Current% 3M 6M 12M    

FED 0.75-1.00 1.00 1.25 1.50    

ECB 0.00 0.00 0.00 0.00    

BoE 0.25 0.25 0.25 0.25    

BoJ -0.10 -0.10 -0.10 -0.10    

SNB -0.75 -0.75 -1.00 -1.00    

RBA 1.50 1.50 1.25 1.25    

RBI (repo) 6.25 6.25 6.25 6.50    

SAMA (r repo) 1.00 1.25 1.50 1.75    

UAE (1W repo) 1.25 1.50 1.75 2.00    

CBK (discount rate) 2.75 3.00 3.25 3.50    

QCB (Repo rate) 2.25 2.75 3.00 3.25 

 

   

CBB (o/n depo) 1.00 1.25 1.50 1.75    

CBO (o/n repo) 1.00 1.50 1.75 2.00    

Data as of 17 May 2017 

Source: Bloomberg, Emirates NBD Research 
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Commodity Forecasts 

Global commodity prices  

 Current 2016 avg 2017q1 Q2 Q3 Q4 2017 avg 

Energy        

WTI (USD/b) 48.41 43.32 51.91 50.00 53.00 55.00 52.48 

Brent (USD/b) 51.47 45.04 54.68 53.00 55.00 55.00 54.42 

OPEC Reference (USD / b) 49.72 40.68 52.03 51.41 53.35 58.20 52.54 

Precious metals  

Gold (USD/troy oz) 1,243.45 1,247.82 1,220.24 1,275.00 1,2750.00 1,180.00 1,237.56 

Silver (USD/troy oz) 16.86 17.10 17.48 17.50 18.00 16.00 17.24 

Platinum (USD/troy oz) 937.99 987.79 982.33 902.50 932.00 960.00 944.21 

Palladium (USD/troy oz) 791.15 613.89 767.48 777.07 786.65 796.23 781.86 

Base metals        

Aluminum (USD/metric tonne) 1,923.00 1,609.83 1,856.60 1,875.00 1,850.00 1,850.00 1,857.90 

Copper (USD/metric tonne) 5,617.00 4,870.75 5,857.38 5,800.00 5,500.00 5,350.00 5,626.85 

Prices as of 17 May 2017. Note: prices are quarterly average unless indicated otherwise.  

Source: EIKON, Emirates NBD Research 
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Global Equities Market Watch 

Index Last Close ADV Traded 

30d USD mn 

 

Mtd % 

chg 

Ytd % 

chg 

%membera

bove 200d 

MA 

BEst PE BEst PB 
BEst Dvd 

Yld 

Dow Jones Industrial Average Index 20,980 5,961 0.2 6.2 80 17.3 3.5 2.5 

S&P 500 Index 2,401 32,945 0.7 7.2 71 18.5 2.9 2.0 

Nasdaq Composite Index 6,170 20,732 2.0 14.6 61 23.5 3.8 19.1 

FTSE100 Index 7,522 6,060 4.5 5.4 83 15.3 1.9 4.1 

DAX Index 12,805 3,782 2.7 11.2 100 14.2 1.8 2.8 

CAC 40 Index 5,406 4,391 2.2 10.7 97 15.9 1.6 3.2 

Swiss Market Index 9,128 3,018 3.2 10.7 100 18.1 2.5 3.4 

Nikkei Index 19,920 12,718 3.2 3.7 84 17.4 1.7 1.9 

S&P/ASX 200 Index 5,851 3,590 -2.3 2.1 71 16.2 2.0 4.4 

Stoxx Europe 600 Index 396 29,549 2.1 9.3 92 16.2 1.9 3.3 

Dubai Financial Market General Index 3,377 70 -0.6 -3.9 47 10.1 1.2 4.4 

Abu Dhabi Sec Market General Index 4,582 47 1.6 1.1 54 12.3 1.3 4.3 

Tadawul All Share Index 6,940 818 -1.0 -3.7 62 14.5 1.5 3.3 

Istanbul SE National 100 Index 96,162 1,272 1.3 22.7 92 9.4 1.2 3.2 

Egyptian Exchange Index 12,937 35 4.4 5.2 83 12.0 1.8 3.0 

Kuwait Stock Exchange Index 6,725 70 -1.6 17.1 69 - - - 

Bahrain Bourse All Share Index 1,314 2 -2.0 7.3 89 - - - 

Muscat Securities Index 5,433 5 -1.6 -6.2 50 10.3 0.9 - 

Qatar Exchange Index 10,125 48 0.5 -3.1 35 13.8 1.6 3.7 

MADEX Free Float Index 9,502 11 0.1 -0.5 83 17.8 2.5 3.6 

Hong Kong Hang Seng Index 25,336 3,483 2.8 15.0 84 12.5 1.3 3.3 

Shanghai Composite Index 3,113 30,957 -1.6 0.0 22 13.6 1.5 2.0 

Korea Stock Exchange Index 2,295 4,322 4.0 13.2 54 10.0 1.1 1.6 

BSE Sensex 30,583 103 2.5 15.2 73 18.4 2.6 1.6 

Nifty 9,512 1,440 2.4 16.4 78 18.1 2.6 1.6 

Karachi Stock Exchange Index 51,813 104 4.9 8.2 77 11.9 2.0 4.5 

Taiwan SE Weighted Index 10,031 2,795 1.4 8.2 61 14.0 1.7 4.0 

Bovespa Brasil Sao Paulo SE Index 68,685 1,945 5.0 14.0 81 13.0 1.6 3.2 

Micex Index 1,993 564 -1.3 -10.9 36 6.4 0.6 5.3 

FTSE/JSE Africa All Share Index 54,023 1,531 0.7 7.0 48 15.0 1.9 3.2 

Vietnam Ho Chi Minh Stock Index 725 160 1.3 9.4 65 14.0 2.3 2.6 

Jakarta SE Composite Index 5,647 428 -1.2 6.0 56 16.1 2.5 2.0 

FTSE Bursa Malaysia KLCI Index 1,778 239 0.4 8.2 80 16.7 1.7 3.1 

Mexican Stock Exchange 49,460 344 0.4 8.4 71 18.2 2.4 2.2 

Prices as of 16 May  2017 

Source: Bloomberg, 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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