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Macro Strategy View: A Dick Turpin Moment

» All eyes are on the Federal Reserve today ahead of its last interest rate
decision of 2018. The futures market is pricing in a near-70% probability
of a 25bps rate rise — despite what Mr Trump might argue — and so
anything less would be a disappointment for the market.

» But will it stand and deliver? And what message will its rhetoric convey?
With the global macro environment clearly facing more challenging
conditions over the coming months — trade tariffs’ impact on growth, Brexit
etc — and the fact that such challenges are already weighing on the global
growth outlook, a case could be made for the Fed to wait this time around.
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» Assuming a 25bp rate increase though, we would expect the
accompanying statement to maintain a clear bias toward data-
dependency in setting the future path of monetary policy. As such, some
might label today’s anticipated rate move as a ‘dovish hike’. With the U.S.
10y having rallied back to the 2.81% level overnight and the U.S. 2y yield
at 2.65% the market certainly sees yields as anchored in the near-term.

» Talking of a challenging backdrop; after the FOMC, investor attention will
then turn to the Bank of England’s rate decision on Thursday. While there

19" December 2018 is absolutely no basis to expect a change in base rate from the BOE, we
will be listening closely to what the Bank forecasts for 2019. The parlous —
Simon Ballard and deteriorating — Brexit situation will be the major hurdle for policy
Macro Strategist setters next year. Indeed, if Brexit continues to drain life from the U.K.
economy as we head toward March 29 2019, we would conjecture that
Please click to view our recent the next move from the BOE could be a rate cut as it tries to underpin

publications on MENA and Global Markets consumer spending and the housing market.



https://www.nbad.com/en-ns/insight-and-features/mena-and-global-markets.html
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Relative value
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» Back to today though, while Asian equity markets trading in the red will tend to dampen the tone across
the MENA/GCC space, the renewed uptick in oil should prove supportive for GCC risk sentiment. After
the recent widening in the Bloomberg Barclays GCC credit index (OAS), as a result of the weaker global
growth outlook, oil price decline and the impact of central bank tightening, we maintain the view that the
sector offers increasing relative value opportunities, founded on our expectation of an average Brent
crude price in 2019 of back up around $70 per barrel. Now.. back to Fed watching.

Major Rates & FX Pairs

. Change (basis points)
UST Yield Prev day Close

5Y 2.65% -4.7 9 -22.4 +42.5 +44.0
10Y 2.82% -4.0 -6.2 -24.5 +35.3 +41.3
30Y 3.07% -4.5 58 2513 +24.8 +32.9

Source: Bloomberg

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

5Y 273.5 -6.3 -10.2 -27.9 +46.7 +49.1
10Y 284.1 5.2 -7.4 -28.1 +39.6 +44.3
30Y 292.0 =5:3 -6.8 -28.5 +31.0 +37.8

Source: Bloomberg

% Change
Currency Cross Prev day Close

EUR USD 1.1361 +0.11% +0.39% -0.81% -4.05% -5.36%
GBP USD 1.2639 +0.12% +1.22% -1.67% -5.57% -6.47%
USD JPY 112.52 -0.27% -0.76% -0.03% -0.33% -0.15%

Source: Bloomberg

% Change
Currency Cross Prev day Close

USD TRY 5.3455 -0.49% -0.37% +0.62% +39.44% +40.74%
USD INR 70.4462 -1.55% -1.98% -1.69% +10.01% +10.29%
USD IDR 14,501.0 -0.54% -0.73% -0.60% +6.81% +6.98%

Source: Bloomberg



Indices

JPMEMBI Sov
Sovx CEEMEA

Itrax Xover
Source: Bloomberg

Abu Dhabi 5Y
Kuwait 5Y

Dubai 5Y
Source: Bloomberg

CDS

Qatar 5Y
KSA 5Y

Bahrain 5Y
Source: Bloomberg

WTI Oil $/bbl
Brent Oil $/bbl
Gold spot $/o0z

Silver spot $/Troy oz

Aluminium 3MO $
Nickel 3MO $
Copper 3MO $

Source: Bloomberg

Dow Jones Inds. Avg

S&P 500
Nasdag Composite
Nikkei

Hang Seng
Shanghai
Mumbai Sensex
DAX

CAC 40

FTSE 100

DJ Stoxx 50
FTSE MIB Index
SMI Index

Abu Dhabi — ADX
Dubai — DFM

Saudi Arabia

Qatar

Bahrain

Kuwait (Premier Mar
Oman

Egypt

Turkey

Source: Bloomberg

Prev day Close (bps)

430.9
81.0
341.3

MENA Credits

Change (basis points)

+2.8
-3.4
-1.1

-2.9
-13.0
-5.4

+11.4
-11.1
+11.5

Change (basis points)

+97.4
+45.3
+107.8

Joll ubg il el iy

FAB

First Abu Dhabi Bank

+102.2
+48.4
+108.1

67.0
65.8
132.9

Prev day Close (bps)

73.1
91.8
280.8

+0.5
+0.0
+0.8

-0.2
+0.0
+3.6

=&l
+1.0
+8.7

+4.1
+4.7
+1.0

+5.3
+1.9
+10.5

Change (basis points)

-0.2
+0.1
+10.0

-6.0
=35
-18.2

-6.0
-7.1
+5.4

Major Commodities Prices
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Overnight market headlines

Global News
» US housing starts rise; single-family segment remains weak
» Trump pressures Fed before meeting, warns against ‘another mistake'

» Treasury's Mnuchin says expects January trade talks with China; China embarks on second round of soy
buying post Trump-Xi truce

» May pushes no-deal Brexit dangers as splits grow before key vote

» JGBs climb while 10-year treasury yield hits 2.80%; Asian stocks mixed before Fed decision; Crude oil
steadies after tumbling 7%, below $47 a barrel

Middle East & Africa News

» Saudi Arabia projects deficit narrowing to $34.9bn in 2019 even as spending climbs; King Salman
promises economic reforms, fiscal discipline in budget speech

Saudi Arabia extends SAR 40bn handouts for another year; Finance minister says collected more than
SAR 50bn in 2018 from corruption settlements

Saudi Arabia’s Jabal Omar to sell up to 2 billion riyal Sukuk for Mecca project
UAE's Mubadala, EGA & Dubal Holding to develop water & power plant in Dubai
ADNOC, Cepsa award engineering contract to Spain's Tecnicas Reunidas
Dubai wealth fund ICD announces six-month net profit of $2.7bn

Gulf stock markets fall on weak oil prices, real estate dampens Dubai

Morocco keeps benchmark interest rate at 2.25%; IMF approves $3bn precautionary and liquidity line for
Morocco
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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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