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Macro Strategy View: Die Another Day

» So Mrs. May has won the vote of confidence in her leadership of the U.K.
Conservative party — and her prime ministership — but she is badly
wounded. Some would say fatally. The prime minister won by just 200
votes to 117, a majority of 41 over the required 159 votes to win. Hardly a
ringing endorsement of her authority, which we would interpret as offering
little for GBP risk markets to cheer about.

» With 37% of the voters calling for a change of leader, her support appears
more diaphanous than even. Many in her own political party are calling for
her to consider her position and to step down to give way to someone with
more widespread support, although which (Brexiteer) politician may have
such depth of support to assume the leadership is far from clear.

Changing PM fortunes
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Meanwhile, implied probability

of Boris Johnson replacing May 10
at some stage as PM has risen
sharply.
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» The veil of uncertainty surrounding the Brexit polemic has definitely not
been lifted by the vote, if anything it has only become more opaque. And
while GBP strengthened in the immediate wake of the vote of confidence
result, the rally has subsequently faded as the market has woken up to
the fragility of May’s position and the ongoing parlous state of her Brexit
negotiations. (Interestingly, Die Another Day, the 2002 James Bond movie
in which Bond is betrayed — albeit in North Korea not Westminster — was
the last time that Pierce Brosnan appeared in the lead role)
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» Anyway, | digress. Mrs. May must now go back to Brussels to try to

Simon Ballard renegotiate the terms of her Withdrawal Agreement, the wording of which
Macro Strategist the EU elite have already said carries ‘no room whatsoever for

renegotiation’. The bottom line remains that the risk of a ‘no-deal’ Brexit —
Please click to view our recent and the economic and political chaos that would follow — is growing. Cable

publications on MENA and Global Markets is not out of the woods yet and the forest is getting denser.



https://www.nbad.com/en-ns/insight-and-features/mena-and-global-markets.html
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Path of least resistance
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» Meanwhile, global markets are trading with a positive tone as we head toward the weekend. Optimism
toward the U.S./China trade situation has helped to buoy Asian equities overnight; both the Nikkei and
the Hang Seng are up well over 1% at the time of publication. The dollar is again firm and the Yen has
edged lower, following the selloff in the rates market late yesterday that saw the U.S. 10y yield gain 3bps
to 2.91%. At the same time the pickup in risk appetite has resulted in better selling of (iTraxx) protection
in early Thursday trading, with the Asian and Australian indices tighter by as much as 2.35bps according
to Bloomberg data.

Major Rates & FX Pairs

. Change (basis points)
UST Yield Prev day Close

5Y 2.77% +2.7 L) -21.6 +66.3 +56.3
10Y 2.91% +3.1 -0.4 -23.0 +56.7 +50.5
30Y 3.15% +2.4 2.8 -20.9 +42.3 +41.1

Source: Bloomberg

. Change (basis points)
$ Mid Swap Prev day Close (bps)

5Y 287.4 +3.7 -4.9 -24.6 +70.6 +63.0
10v 294.5 +3.0 -3.0 -25.5 +59.9 +54.7
30Y 301.0 +2.2 -4.3 -24.8 +48.4 +46.7

Source: Bloomberg

% Change
Currency Cross Prev day Close

EUR USD 1.1369 +0.46% +0.22% +0.70% -3.86% -5.30%
GBP USD 1.2629 +1.14% -0.82% -2.68% -5.89% -6.54%
USD JPY 113.29 -0.08% +0.09% -0.46% +0.67% +0.53%

Source: Bloomberg

% Change
Currency Cross Prev day Close

USD TRY 5.3454 -0.37% +0.38% -2.41% +40.22% +40.74%
USD INR 72.0200 +0.23% +2.21% -0.90% +11.76% +12.76%
USD IDR 14,598.0 -0.07% +1.35% -1.40% +7.46% +7.59%

Source: Bloomberg
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Major Commodities Prices

- Change
Commodities Prev day Close
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21,603
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4,909
6,880
3,108

18,946
8,861

4,838
2,573
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Major Equities Markets

. Change
Major Stock Markets Prev day Close

+0.64%
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+2.15%
+1.08%
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Overnight market headlines

Global News

PM May survives party confidence vote but Brexit deal still teetering

Italy promises budget cuts to avoid EU sanctions

US consumer prices flat; underlying inflation firm

Chinese importers resume purchases of US soyabeans

Asian stocks rise with US futures on trade hopes; Pound steady; Oil trades below $52

YV V V VYV V

Middle East & Africa News

Emirate of Ajman plans debut international bond

UAE interbank rates have dropped on good liquidity, says central bank

Dubai Aerospace signs $535m revolving credit facility

Saudi Arabia plans Red Sea pact

Emaar's leap lifts Dubai, banks boost Egypt

Egypt wants World Bank, IMF to include informal sector in GDP

Turkey to issue foreign currency bonds to individual investors, Finance Minister Albayrak says
Lebanon's Bassil says Aoun-Hariri partnership will lead to government

VV VYV VY VY

Please refer to our daily news summary if you wish to read the full articles

Simon Ballard

Executive Director & Macro Strategist
Market Insight & Strategy

FAB Global Markets

Tel: +971-2-6110157

Mobile: +971-50-9332806

Email: Simon.Ballard@bankfab.com

Please click here to view our recent publications on MENA and Global Markets

Disclaimer: To the fullest extent allowed by applicable laws and regulations, First Abu Dhabi Bank (the “Bank”) and any
other affiliate or subsidiary of the Bank, expressly disclaim all warranties and representations in respect of this
communication. The content is confidential and is provided for your information purposes only on an “as is” and “as
available” basis and no liability is accepted for or representation is made by the Bank in respect of the quality,
completeness or accuracy of the information and the Bank has undertaken no independent verification in relation thereto
nor is it under any duty to do so whether prepared in part or in full by the Bank or any third party. Furthermore, the Bank
shall be under no obligation to provide you with any change or update in relation to said content. It is not intended for
distribution to private investors or private clients and is not intended to be relied upon as advice; whether financial, legal,
tax or otherwise. To the extent that you deem necessary to obtain such advice, you should consult with your independent
advisors. Any content has been prepared by personnel of the Global Markets division at the Bank and does not reflect
the views of the Bank as a whole or other personnel of the Bank.

The Bank processes your personal data to provide you with information or promotional and advertising communications
on products, services, other events and campaigns. If you wish not to receive any emails from the Market Insights team
at the Bank, please click here to send us your request to unsubscribe, and you shall no longer receive such information.

You are entitled according to the applicable laws to exercise your rights to access, to rectification, to erasure and to
portability of your personal data, to restrict the use of and to object to the processing of your personal data. You may
exercise your aforesaid rights by sending your request to FAB at the following address: privacy@bankfab.com.
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