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A Sense of Deja Vu?! Mediocrity Still Strongly Prevailing at the White House!!

Fadi Nasser - Deputy Chief Investment & Treasury Officer

Over the past 24 hours, President Donald Trump followed through on his pledge to impose stiff tariffs on imported steel
and aluminium, whilst excluding Canada and Mexico and leaving the door open to sparing other countries (please pick
Bahrain!). At a meeting with workers from both industries on Thursday afternoon, the US president signed a proclamation
authorizing the tariffs, namely a 25% duty on steel and 10% on aluminium, the same levels Trump promised when he
revealed the plan initially on March 1 - after a Commerce Department investigation found that imports of the metals pose
a risk to national security (those tariffs will take effect in 15 days). “Today I'm defending America’s national security by
placing tariffs on foreign imports of steel and aluminium... Our factories were left to rot and to rust all over the place,”
Trump said. The president also warned there would be more tariffs coming, saying he planned to proceed with what he
has called “reciprocal taxes” on imports from countries that charge higher duties on U.S. goods than the U.S. now charges
on their products. “We’re going to be doing a lot of that,” he added.

Fellow Republicans harshly criticized the measures, saying they would cost U.S. jobs, raise consumer prices and hit
American manufacturers. Senator Jeff Flake of Arizona said the “so-called ‘flexible tariffs’ are a marriage of two lethal
poisons to economic growth --protectionism and uncertainty.” Senate Finance Committee Chairman Orrin Hatch of Utah
said, “Simply put: This is a tax hike on American manufacturers, workers and consumers.” “| disagree with this action and
fear its unintended consequences,” House Speaker Paul Ryan of Wisconsin noted in a statement. “There are
unquestionably bad trade practices by nations like China, but the better approach is targeted enforcement against those
practices.”

Internationally, trading partners - including China and the European Union - threatened retaliation, triggering fears of a
trade war. On Thursday, China’s foreign minister, Wang Yi, vowed a strong response to any efforts to incite a trade war.
Such a conflict “will only harm everyone and China will surely make a justified and necessary response,” Wang noted. The
EU has warned it would respond with its own 25% tariff on about $3.5 billion of American goods. The bloc
is targeting iconic U.S. brands produced in key Republican states on a range of consumer, agricultural and steel products,
according to a list drawn up by the European Commission. International Monetary Fund’s Managing Director, Christine
Lagarde, said no one wins in a trade battle and warned the proposed tariffs could have a serious negative economic
impact. The message appears to have partially gotten through! Trump’s decision to exclude Canada and Mexico from the
duties, because of their status as key regional allies and partners with the U.S. in renegotiating a new North American
Free Trade Agreement, is a step in the right direction. Additionally, any U.S. trade partner has now the option of asking to
be excluded from the tariffs, a US official recently suggested, and allies could be excluded if they can demonstrate how the
tariffs would damage their national security.

Exempting some nations marks a compromise from Trump’s initial plan for across-the-board tariffs, very similar to the US
president’s previous policy reversals! After all, the list of Trump’s flip-flops includes - but is not limited to - his contradictory
views/actions on NATO, China as a currency manipulator, the Export-Import Bank, US intervention in Syria, James Coby’s
performance and firing, Health Care, immigration reforms and enforcement, special interests in governments (“Drain the
Swamp” deceptions) and GOLFING !! On the latter, and as a candidate and public figure before he ran for the presidency,
Trump argued repeatedly that President Barack Obama shouldn't play golf. "I love golf, but if | were in the White House? |
don't think I'd ever see Turnberry again, | don't think I'd ever see Doral again," he said in New Hampshire ahead of their
primary. "I'd just want to stay in the White House and work my ass off and make great deals...because I'm going to be
working for you, I'm not going to have time to play golf. Believe me," Trump told a Virginia crowd in August 2016 (bla bla
bla!).


https://www.bloomberg.com/politics/articles/2018-03-07/trump-team-defend-steel-tariffs-downplay-effect-on-u-s-growth
https://www.bloomberg.com/politics/articles/2018-03-06/eu-targets-u-s-shirts-to-motorbikes-in-tariff-retaliation-plan
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The latest casualty for this ever-recurring White House fiasco is Gary Cohn, the National Economic Council director who
had announced his resignation on Tuesday (triggering a mini-stock selloff), after failing to persuade Trump against the
tariffs. Cohn is a free-trade advocate (and an ex- senior GS!) who vociferously opposed Trump’s plan, so his views were
well-known. During Tuesday’s trade policy meeting in the Oval Office, Trump asked for an update on the legal paperwork
that will make the tariffs official and discussed the timing of the signing of the tariffs order. He then sought confirmation that
everyone - and especially Cohn - was willing to stand behind him. According to one source with knowledge of the
exchange, Trump specifically asked Cohn: “We’re all on the same team, right? He then asked if Cohn was going to
support the president on the issue”. Cohn didn’t answer, the people said. Just hours after that meeting, the White House
announced Cohn was gone (the latest in a string of staff departures from the WH in recent weeks). Yesterday, whilst
signing the tariffs decree, President Trump was all praises for Cohn! “This is Gary’s last meeting in the cabinet, and | must
say he has been fterrific....He is gonna go out now, make another couple 100 million, and he might then come back... |
have a feeling he will come back,” Trump suggested.

Well, let me tell you who is coming back Mr. President: Stephanie Clifford (alias porn star Stormy Daniels), who accepted
$130,000 under a confidentiality agreement struck with Trump’s personal lawyer days before the 2016 presidential election
following an alleged long affair with the business tycoon throughout 2006/2007, is now seeking a judge to void it. Because
Trump didn’t sign the deal - Clifford argues in a suit filed March 6th in Los Angeles — she should not be bound by its clause
requiring disagreements to be settled in private arbitration.

As Stephen Colbert - a US comedian, television host and writer — puts it, “Ok, | know we’re getting numb to the Trump
presidency, it is a natural defence mechanism, but let those words sink for a second: A porn star is suing the US
president!”

Friday’s weekly market piece was so devoted to Trump’s flip-flop decisions and erratic policies (there is a lot of personal joy covering
that topic @), that | lost track of the major US payroll data that was expected for later that afternoon. Below is a full update on the Friday
payroll release:

Just when investors thought the days of strong growth and low inflation were gone, the latest US payroll figures revealed they
are not, or at least not just yet! February data confirmed that the pick-up in wage inflation during January was short lived, with the 0.1%
monthly advance taking the annual rate back to 2.6% - bang in line with the average seen over the past two years (and much lower
than the previously prevailing 3.5% annual wage growth, whenever the labour market proves to be very solid). Meanwhile an eye-
popping 313,000 gain in jobs, plus a rise in average working hours, suggests that the US economy is growing very strongly, despite
some of the softness witnessed in some of the hard economic data recently. The strong gain in headline payrolls was accompanied by
cumulative upward revisions totalling 54,000 to the prior two months. Of the jobs created in February, 100,000 came in goods-
producing sectors, primarily construction (+61K) but also manufacturing as well (+31K).

The main culprit for a softer wage increase during February, however, was the return of more seasonal weather during the survey
period. In January, more workers than normal were unable to work because of the weather - a fact that typically means lower-paid
employees who don’t have permanent contracts are not included in the aggregate earnings data. That artificially boosted
January’s figure, but meant we expected a softer number in February as those people were again counted. The 0.1%
monthly increase, and 2.6% year-over-year pace, means that inflation no longer appears to be accelerating as fast as it did a
month ago. The return of workers after weather-related absences in January also resulted in a strong gain in labour force
participation (to 63.0% from 62.7%) and average hours (from an upwardly revised 34.4 to 34.5). Strong job gains, combined with the
pick-up in average working hours, meant that aggregate hours rose by 0.6%, following a 0.1% drop in the prior month (aggregate
hours is the numbers that matters for GDP calculations!).

Market Reaction: Contrasting messages from the wage and employment figures meant that the US$ and bond yields were little
changed to slightly higher just after the release. Equities — on the other hand — rallied aggressively (especially in the last hour of
trading). The Dow Jones Industrial Average, as well as the S&P and NASDAQ, closed up roughly 1.75% on the day. Oil prices surged in
sympathy with stocks, buoyed by signs of strength in the US economy. Next week will be crucial for bond markets, with the release of
key US data (namely CPI & Retail Sales, but also PPI, NAHB Housing Index, NY & Philly Fed surveys, ...) and the auctioning of 3-, 10-
& 30-year treasury bonds (in addition to short term T-bills).

Will 10-year US yields -- last traded at 2.895% on Friday evening — finally withness next week a break of the all-important 3.00%
psychological resistance? | guess that we will all know better in few days!!


https://www.bloomberg.com/politics/articles/2018-03-07/porn-star-stormy-daniels-sues-trump-over-hush-agreement
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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 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 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 1is"™ 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 Jjudgement. 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) wupdate 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.



