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Macro Strategy View: Banks set optimistic tone for Q3 earnings
season

» Expect to see a firm open to MENA/GCC risk assets Wednesday, with Asian
equities leading the positive tone in early trade. The Nikkei is currently
trading around 1.36% higher and the Asia iTraxx credit indexes are tighter
for choice.

» In terms of broad market sentiment, global trade tensions and the prospect
of continued monetary tightening and a consequent higher yield complex
continue to cast a veil of uncertainty, but the early stages of the Q3
corporate earnings season are giving us some reasons to be cheerful. In
terms of market outlook though, it is earnings guidance for 2019 and beyond
that will be key to assessing the longer term economic impact of trade
tensions and higher yields.

Underlying resilience
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» In the current earnings season, bank earnings have been under the spotlight
in recent days, the sector being a key beneficiary of Fed rate hikes and the
subsequent rates market selloff and structural shift higher in yields. Indeed,
Bank of America highlighted this on Tuesday when it reported its highest net
interest income in 7 years.
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» Overnight Morgan Stanley and Goldman Sachs have rounded out the
Simon Ballard reporting season for major U.S. banks, with §imilarly solid, better than
Macro Strategist expected numbers. Among the numbers, equity trading revenues were
buoyed in Q3 by the recent pickup in volatility, while fixed-income revenue
IR R — cam<=T under sgme pfessure from the rates market selquf. Interestingly,
Sulslemitens an EA a @l el despite the rising yield environment, U.S. bank earnings have also
showcased a lower cost of bad loans, which we would see as a clear
reflection of underlying economic strength, which may serve to embolden
hawkish Fed rhetoric over the coming months.



https://www.nbad.com/en-ns/insight-and-features/mena-and-global-markets.html

FABT

First Abu Dhabi Bank

» However, while the major U.S. banks may now have reported, there is still a long way to go until we get
to critical mass for the season. As such market sentiment will remain sensitive and susceptible to
earnings headline risk over the coming weeks, albeit that the picture being painted in these opening
stages is largely positive from a risk perspective.
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» According to Bloomberg, 48 members of the S&P 500 index have now reported Q3 earnings. Moreover,
the data shows still very solid sales and earnings growth of +7.65% and +21.79% respectively, albeit
with the latter down from the +25.35% registered in Q2. Moreover, the Q3 results are mostly running
ahead of expectations, despite Fed rate hikes, with a sales ‘surprise’ of +0.48% and an earnings
‘surprise’ of +4.42%.

Continued...
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Trump US industrial output rises; job openings at record high
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Overnight market headlines

Trump widens Fed critique, calls it 'my biggest threat'
Barnier open to extending Brexit transition by another year

Trade dispute, Brexit angst weigh on German investor morale
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Asia stocks follow US rally; Treasuries steady; Oil rises as industry data shows unexpected drop in

inventories

DP World amends terms of $2bn "green" loan
Emaar Development to discuss $283.1m special dividend Wednesday
Clariant shareholders elect all four SABIC representatives to its board
Egypt says foreign reserves sufficient to cover imports for 9 months; agrees $3bn financing deal with

World Bank

Saudi stock market rebounds on Tuesday; Dubai rises on property stocks
Nigerian inflation quickens to 11.3%

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