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Too Quiet & Good To Be True !? Time for a Market Shake-Out

Fadi Nasser - Head of Treasury Sales

A wave of top State department officials have resigned in past weeks, following a host of other foreign service
officers who have retired or left since the election of US President Donald Trump. The move came ahead of the
expected confirmation of Rex Tillerson as Secretary of State and a likely slate of new faces in top roles; and
while official sources argue that these resignations are business as usual, one former executive called it “the
single biggest simultaneous departure” in recent memory. Current and former officials have also suggested that
even though offers of resignation are typical for transitions, it is shocking that the new administration accepted
those so quickly, particularly when replacements have not even been named.

All signs point to Donald Trump moving as quickly as he can on election promises, and his first populist pledge
to "drain the swamp" of politics is shaping up quicker than anticipated by Capitol Hill, the press (Stephen
Bannon — Trump’s chief White House strategist — has suggested overnight that “the media should be
embarrassed and humiliated and keep its mouth shut and just listen for a while™), as well as the new
president’s critics or friends; And - it would seem - also by President Enrique Pena Nieto of Mexico, who
recently cancelled a much anticipated one-on-one with Trump that was supposed to be the opportunity to work
out a payment plan for the wall along the border. After all, Donald is a business man of action and it is working
for him, in a way: Call a meeting with CEOs, visit key cabinet agencies, hold signing ceremonies, watch
yourself being discussed on cable TV late into the night, and most importantly TWEET your heart out. By no
means stop to read a briefing book or study what has gone before, just make moves based on instinct and
impulse!

Equity markets - for now - appear to be enjoying this new presidential approach! The Dow Jones Industrial
Average has climbed past 20,000 - for the first time - as stocks around the world extended a rally after
President Trump rallied republican lawmakers to act quickly on his administration’s priorities and corporate
earnings overall beat analysts’ expectations. Boeing Co.’s best rally in three months has lifted the index for
American blue chips past the round-number milestone after a handful of rallies fell short in the past month.
Financial and technology shares surged as investors piled into stocks that benefit from economic growth. “The
rally was again driven by positive earnings surprises and animal spirits spurred by the so called 'Trump Rally.'
Policy shifts since Trump's inauguration (have been) fast and furious,” said Margaret Yang, a market analyst at
CMC Markets Singapore. “With a swift move towards signing executive orders, coupled with underlying positive
economic data, clarity has begun to hit the headlines, and all the US indexes are celebrating,” Quincy Krosby,
market strategist at Prudential Financial Inc. said. “Clarity is the markets’ oxygen.”
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Dow Jones Industrial Average — Breaks the 20,000 level for the first time in history!
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For all the disruptions Trump has brought to longstanding U.S. policies and practices - from trade to regulation -
this month appears to be still somewhat less volatile than the past two Januaries (as a reminder, markets were
roiled by confusion over China's currency tactics and stock slide at the start of 2016 and by Switzerland's
surprise removal of a cap on the franc in early 2015). But whilst the world's most famous measure of volatility in
financial markets - the VIX (The Chicago Board options Exchange Volatility Index tied to moves in the U.S.
S&P 500 index) - languishes around low levels that prevailed before the global crisis - a more general look at
the global picture shows that the early days of 2017 are no different from elevated jumpiness seen in the past
two years for few asset classes. Emerging-market currencies lead the pack, illustrating both the dangers and
potential returns from investing in assets ranging from Egypt's Pound to Turkish Lira and China's Yuan.

It is fair to assume that volatility will trend higher through the course of 2017 as markets react to a range of
unknowns, not least the impact of U.S. President Donald Trump's agenda. After all, US economic policy
structures are being reshaped in ways unseen perhaps since before World War Il, and with national elections
soon coming up in the Netherlands, France and Germany, everything’s in place for a tumultuous period ahead.
Additionally, one extra danger for investors to be aware of - on the policy front - is that central banks may not
be the security blanket during times of volatility that they have been. In that respect, investors should no longer
anticipate that automatic responses of additional monetary policy will be swiftly put in place if and when
economies or markets take a downturn!
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Last, but not least, a quick update on key developments in the UK over the past few days. It appears that Prime
Minister Theresa May will be expected now to face a new set of hurdles in delivering Brexit after the U.K.’s
highest court ruled on Monday that she must pass an Act of Parliament before she can open divorce talks with
the European Union. Even as Brexit Secretary David Davis promised on Tuesday to move “swiftly” to pass
legislation, lawmakers lined up to say they would use the Supreme Court’s decision as an opportunity to soften
May’s plan for a clean break with the EU. Some will seek to place future roadblocks such as holding her to
account through the two-year negotiations or pushing her to hold another referendum. However, the ruling
would not stop Article 50 of the Lisbon Treaty being triggered, with almost all members of Parliament saying
they will vote in favor of that. It may still jeopardize May’s intention to do so by March 31%, although the
government said it’'s confident it can keep to the self-imposed deadline, and that it is important to do so!
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Disclaimer

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 Jjurisdiction 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 Jjurisdiction 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.



