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Weekly Market Summary

Another Week Filled With Mind-Blowing Surprises!! I Wonder What's Still in Store for the Remainder
of 2018!!

Fadi Nasser - Deputy Chief Investment & Treasury Officer

Back in May 2015, we released a weekly market piece entitled “The New Market Normal: Surreal Events That
Keep Recurring!”, highlighting the spectacular moves that had rocked financial markets over previous
weeks/months; Those included 1- The largest single-day fall in 10-year US Treasury bond yields since the
Lehman bankruptcy in September 2008 (a 35 bps intraday move lower in mid-October 2014 that hasn’t been
rightly explained/justified till-date), 2- A one-day 30% appreciation in the value of the Swiss franc against the Euro
on January 15", 2015 - following a decision by the Swiss central bank to end its three-year old bid to hold down
the value of its national currency, 3- A 25% drop in oil prices in early 2015, followed by a swift and complete
reversal within weeks and 4- An epic and brutal move lower in fixed-income markets, with German bund prices
getting destroyed (& 10-year German yields jumping from 6 bps to 80 bps over 5 working days — a 1,233% jump!).

My personal view back then remained that central bankers’ extremely lose monetary policies and “manipulation” of
markets had reached a new height - bringing large distortions to bond, credit, equity and fixed income markets -
with the US Federal Reserve, Bank of Japan, European Central Bank and Bank of England drawing lines for
policy triggers, and later on moving those lines back and forth to justify their ever-changing “market strategies” (to
the point of redefining what constitutes a “line” in the first place!).

In fact, this week’s developments weren’t much different — a stark reminder to all our readers that they need to
ensure at all times they are fully hedged against persisting market risks! Below is a summary of epic stories that
have shocked financial markets over the past days:

e Bitcoin Crashes: Bitcoin turns 10 this year, but there was not much to celebrate this week! (except for a
small won bet with a GIB’s colleague ©). Its price has tumbled to near $4,000, down 30% in a month, 50%
in six months and almost 80% since December! Cryptocurrency experts, who clearly did not see this
coming, are blaming all sorts of temporary culprits — from jittery markets to “hard forks” (blockchain jargon
for radical technical changes in a digital currency). Bitcoin was meant to make all of its investors rich,
something that held particular appeal to a millennial generation hungry for a financial boost in a world of
crushing student debt, income inequality and low-quality jobs. It was meant to be free of Wall Street’s
corruption and the U.S. government’s meddling technocrats. It was meant to be secure, with a price that
would go ever higher. For the hardcore evangelists, it would reward its acolytes when the inevitable
financial apocalypse arrived since the dollar was soon destined for scrap. “So far” none of that has come
to pass. The Bitcoin bubble of 2017- mercifully short and economically contained - has enriched only
insiders such as mining companies and crypto- exchanges, the early birds and tech elites who cashed in
at the right time. In October, economist Nouriel Roubini, famous for foreseeing the 2008 financial crisis,
told U.S. lawmakers that virtual currencies are “the mother of all scams and bubbles.”

e UK & EU Agree Brexit Deal Draft: The U.K. and the European Union have agreed to the final bit of their
Brexit deal, setting out a vision for close economic ties in a draft that hands Prime Minister Theresa May
some key political wins. EU Council President Donald Tusk said the draft declaration on future ties had
been agreed in principle, pending leaders’ sign-off on Sunday. May briefed her Cabinet and announced
the deal outside of her Downing Street residence. “The British people want this to be settled. They want a
good deal that sets us on course for a brighter future. That deal is within our grasp and | am determined to
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deliver it,” she said. The pound surged as investors saw the final stage of negotiations falling into place (a
jump from $ 1.2780 to $1.2928 yesterday evening, lastly back lower at $1.2850). May’s challenge now is
to convince a sceptical Parliament to back it in a vote that will probably take place in early December
(expectations are that May would probably lose that vote!) The UK prime minister is already hitting on her
best argument to win over politicians: Voters want it done and they care little for the dramatic party politics
that has dogged the Brexit debate since the historic referendum in 2016.

e Ghosn’s Era is Over: Carlos Ghosn was dismissed this week as Nissan Motor Co. chairman three days
after his arrest on allegations of financial misconduct, marking a stunning fall from grace for an executive
who had gained a cult-like status leading a global car alliance. Ghosn, 64, is set to officially remain a
director, since a shareholder vote is needed to remove him from the board completely. He may have
under-reported his pay by about 8 billion yen ($71 million) during the eight years through March, the Nikkei
reported, citing people familiar with the matter. He has yet to be charged with any crime.

e Trump Support in Return for Lower Oil Prices & More Cash: When President Trump talks about the
U.S. alliance with Saudi Arabia, he mostly focuses on lower oil prices and how much money the Saudis
are spending in the US. "They give us a lot of jobs. They give us a lot of business," Trump said in a recent
interview; "They have truly been a spectacular ally in terms of jobs and economic development,” Trump
added, referring primarily to Saudi arms purchases. "You know, I'm president; | have to take a lot of things
into consideration." In past days, the US President also thanked Saudi Arabia for lower oil prices, one day
after announcing the U.S. won'’t let the murder of a journalist jeopardize relations with the Kingdom. “Oil
prices getting lower. Great!” Trump said on Twitter Wednesday. “Thank you to Saudi Arabia, but let’s go
lower!” Qil prices have declined more than 30% in the past six weeks (Brent crude for February delivery
last at $61.00 a barrel, after witnessing a high of $86.54 in early October), driven by worries about
worldwide economic growth during a global stock selloff and escalating trade tensions as well as doubts
about OPEC’s commitment to restraining supplies. The Saudis boosted oil output this month (in excess of
10.7 million barrels a day), responding to demands from clients preparing for disruptions in Iranian
supplies. It is unclear, though, if Riyadh plans to sustain that production, with OPEC and its allies set to
meet in Vienna on December 6" to discuss their plans. In separate oil news, the US Department of Justice
is formally reviewing antitrust legislation aimed at reining in OPEC’s power over oil markets, according to a
department official. Bipartisan, anti-OPEC bills have been introduced in both the House and Senate,
though neither chamber has voted on the measures yet: The House Judiciary Committee in June
approved the “No Oil Producing and Exporting Cartels Act,” or NOPEC bill, which would give the attorney
general the authority to file a suit against OPEC for trying to control oil production or to affect crude
prices.

| guess coverage of the fascinating story relating to Goldman Sachs’ involvement — and that of its CEO Llyod Blankfein -
in the Malaysian 1MDB scandal could wait for another day or week (surely not expected to disappear overnight!)


https://www.bloomberg.com/quote/7201:JP
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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 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 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 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.

e value of, and income from, your investments may vary because of changes in interest rates or foreign exchange rates, securities
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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.



