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As | look back on 2015, there is one thing that instantly comes to mind: How mistaken | — and most other market
players — was in my projections for global economic activity, commodity prices and bond yields!! Out of
previous/historic observations or optimism about the US recovery, | was strongly in the camp expecting Fed
hikes to come sooner and larger than the recent timid 25 bps Fed rate hike at the December 16" FOMC meeting,
and so too expectations for Treasury yields and the yield curve to behave differently than they have (January
15th, 2015: A Bloomberg survey of 55 economists’ forecasts as to where US 2-year, 10-year and 30-year Treasury
yields would close the year resulted in median values of 1.42%, 2.80% and 3.35% respectively. With almost one
week to go before 2015 ends, 2-year, 10-year and 30-year US yields remain depressed at 0.97%, 2.25% and
2.97% respectively!)

However, it is hard to blame me and the market for this misperception. The Fed’s own projections for growth
and inflation have been overly optimistic for years now, and thus their own expectations for policy changes have
been off. Further, a series of unfortunate and unrelated events from external sources have conspired to keep
US rates subdued over time, from the Greek debacle earlier this year to slower growth trajectories in Europe,
Japan and Asia, to foot dragging stimulus from other central banks, to Syria, ISIS and too much oil and gas for the
current state of demand.

In other words, Central Bankers* — like many economists — poorly projected how the financial world would look
like today: No one saw economic growth remaining as mediocre as it has been; No one saw Chinese growth
slowing down the way it has, coupled with a move to focus its economy more on consumption and less on
investment; No one foresaw the European Union stalling the way it has; No one could imagine oil prices falling
from around $110 a barrel to close to $35 a barrel; No one could have projected the fall in commodity prices to
the levels they are now at; No one saw emerging market nations such as Venezuela, Brazil or Argentina facing
their current deep problems; and surely No one expected the unsettling situation in the Middle East to worsen
and expand throughout 2015 (with the possible worldwide terror threat arising out of this chaos)!

*Central Bankers “best” definition: A group of economists who believe that their current forecasts will turn out to
be accurate even though their past forecasts have been unreliable, that their present policies will succeed even
though their past policies have failed, that they can prevent inflation from occurring next time even though they
didn’t prevent it last time, that they can foster lower unemployment in the future even though their practices
worsened in the past, and so forth.

If we should learn anything from the 2015 experience, it is that overseas events and trends have been the tail
wagging the dog (US rates market), while US growth has, on average, continued to do well (what the Fed refers
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to as modest to moderate improvement). In this relatively serene and neutral environment, overseas
events/developments have had a greater influence than US domestic factors. This has driven the dollar’s
strength and inhibited a rise in Treasury yields due to the resulting low inflation story and inspiring interest rate
differentials (the spread between US rates and other G7 government bond yields has reached its widest level in
a decade!). These elements remain very much intact in the year ahead.

Interestingly enough, the fixation on the Fed should slightly diminish in 2016. At least, the uncertainty over the
start of the Fed hiking cycle is out of the way! That leaves it largely now to timing the next rate rise, which as
things currently stand does not seem to be happening before the scheduled March 18", 2016 FOMC meeting
(barring any unpleasant economic or geopolitical surprises!). There is a convergence of views that the tightening
cycle will be extremely shallow, possibly 2 rate hikes per year for the upcoming three years, and thus is largely
priced in the current depressed US forward curve. We note that such is a very restrained path compared to
previous rate hike cycles (on average 2 percentage points / year) and current Fed projections for a full
percentage yearly rise in short term rates ; In addition there a lot of time between now and March 2016, and
thus a lot of other things will surely come into play and most likely change market’s perceptions!

As we head into 2016, | would also caution all against holding mainstream views on financial markets (USD will
continue strengthening, oil is still headed much lower, gold will be stuck in a tight range, the ECB will implement
additional quantitative easing, volatility will return with a vengeance, geopolitical risks will persist, etc..). |
mention that to provide a clear reminder that what “everyone knows or assume to know” is usually unhelpful at
best and wrong at worst | And what CFOs/Finance Officers should worry most about & really focus on are the
risks/things that other market participants haven’t considered. Forecasters usually stick too closely to current
levels in markets ($36 on WTI oil today, but that level was in excess of $ 100 just 1-1/2 year back!), and on those
rare occasions when they call for change, they often underestimate the potential magnitude!

Once again many thanks to all our clients for your continuous support throughout 2015! Best of luck
navigating markets in 2016 !!
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It is important that you only use this report if you are the intended recipient of this report and you have satisfied yourself that
you are eligible to receive such information. This report is provided to you because you are one of our esteemed customers and have
previously shown interest in receiving the type of information contained in this report.

The Treasury and Investment Management department of Gulf International Bank B.S.C. ("GIB") have compiled the information in this
report. GIB is incorporated in the Kingdom of Bahrain and is licensed by the Central Bank of Bahrain (the "CBB") as a conventional
wholesale bank. GIB's head office is located at Al-Dowali Building, P.O. Box 1017, 3 Palace Avenue, Manama, Kingdom of Bahrain.

This report is intended for the accredited investors, as defined in the Investment Business Code of Conduct published by the CBB.
This information has not been reviewed by the CBB or any other regulatory authority in any jurisdiction and neither CBB nor any
other regulatory takes any responsibility for the correctness or accuracy for the information contained in this report.

The information contained herein is not directed at or intended for use by any person resident or located in any jurisdiction where
(1) the distribution of such information is contrary to the laws of such jurisdiction or (2) such distribution is prohibited without
obtaining the necessary licenses or authorizations by the relevant branch, subsidiary or affiliate office of GIB and such licenses
or authorizations have not been obtained. The recipient of such information is responsible for ensuring that this information has
not been received by it in breach of laws and regulations of any jurisdiction.

This report contains publicly available information only, which has only been complied by GIB. The information provided herein is on

"as is" and "as available" basis and without representation or warranty of any kind. GIB hereby disclaims any representation or
warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, fitness for any particular purpose or
non-infringement of any of such information. In no event shall GIB or its subsidiaries, affiliates, shareholders or their

directors, officers, employees, independent contractors, agents and representatives (collectively, "GIB Representatives") be liable
(1) for any inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting there from, or
(2) for any direct, indirect, incidental, special, compensatory or consequential damages arising from any use of information or
arising from any error (negligent or otherwise) or other circumstance or contingency within or outside the control of GIB or any GIB
Representative, in connection with or related to obtaining, collecting, compiling, analyzing, interpreting, communicating,
publishing or delivering any such information. The information here is, and must be construed solely as, compilation of information
(unless expressly stated otherwise) and not statements of fact as to credit worthiness or recommendations or opinions of GIB.

This report does not provide individually tailored investment advice. Any materials contained herein have no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient. The document is provided for information
purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments.
GIB makes every effort to use reliable, comprehensive information, but we do not represent that it is accurate or complete. No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
materials, nor are they a complete statement of the securities, markets or developments referred to herein. Recipients should not
regard the materials as a substitute for the exercise of their own judgement. Any opinions are subject to change without notice and
may differ or be contrary to opinions expressed by other business areas or groups of GIB as a result of using different assumptions
and criteria. GIB is not under any obligation to update or keep current the information contained herein.

The value of, and income from, your investments may vary because of changes in interest rates or foreign exchange rates, securities
prices or market indexes, operational or financial conditions of companies or other factors. Past performance is not necessarily a
guide to future performance. Estimates of future performance are based on assumptions that may not be realised.

The information contained in this report is just for informational purposes. Information does not constitute a solicitation, an
offer, or a recommendation to buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of
any kind whatsoever. GIB does not intend to provide investment, legal or tax advice through this report and does not represent that
any securities or services discussed are suitable for any investor. When making a decision about your investments and business, you
should seek the advice of professional advisors.

The report may contain statements that constitute "forward looking statements". While these forward looking statements may
represent GIB’s judgment and future expectations, a number of risks, uncertainties and other important factors could cause actual
developments and results to differ materially from GIB’s expectations. GIB is under no obligation to (and expressly disclaims any

such obligation to) update or alter its forward-looking statements whether as a result of new information, future events, or
otherwise. The historical information is provided for information purposes only. Performance figures are calculated before tax (if

any) and after deducting ongoing fees and expenses. The performance figures are historical and past performance is not necessarily
an indication of future results. Certain amounts (including %ages) included in this document may have been subject to rounding
adjustments. Accordingly, figures may not be an exact arithmetic aggregation of the figures to which they relate. The values and

forecasts shown represent our current indicative valuations and forecasts of the relevant transactions, currencies, interest rates,
commodities or securities as at the date shown. Any value or forecast shown herein is not an indicative price quotation. We
expressly disclaim any responsibility for the accuracy of the values or forecasts shown, any errors or omissions in the report

With the exception of information regarding GIB and save as otherwise specifically indicated, the information set out in this report
is based on public information. We have, where possible, indicated the primary source of information. We strongly recommend the
recipients consult the primary source of information. Facts and views in this report have not been reviewed by, and may not reflect
information known to, professionals in other GIB business areas.

This Report, and the information contained herein (save to the extent that such information is publicly available) is confidential
and may not be disclosed by you to any other person outside of your organization without our consent.

GIB retains all right, title and interest (including copyrights, trademarks, patents, as well as any other intellectual property or
other right) in all information and content (including all text, data, graphics and logos) in this document. All recipients must
not, without limitation, modify, copy, transmit, distribute, display, perform, reproduce, publish, license, frame, create derivative
works from, transfer or otherwise use in any other way for commercial or public purposes in whole or in part any information, text,
graphics, images from this document (excluding publicly available information) without the prior written permission of GIB.

Page 3



