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Waiting for Your Favorite Politician & Central Banker to Continuously Surprise You ?? Wait No

More !! Fadi Nasser - Deputy Chief Investment & Treasury Officer

For many, visions of the end of the world tend to be extreme: A planet that is fatally fracked, flooded, hurricaned,
nuke-cratered! No survivors, or maybe few (check the latest stories relating to Silicon Valley CEOs buying Doomsday
bunkers in New Zealand!), dazed and dust-grimed, roaming a wasted landscape, eating canned beans, each other.
For others, it might be a slow burn, apocalypse-wise. After all, the “end of the world” entails not just the actual end,
that last gasp of human breath, but all the agony / torturous events leading up to it, too. Those probably include
Britain’s vote to cancel its membership of the EU roughly three years back (with a little over three months to go until
the “extended” exit day), Donald Trump’s win of the US presidency in late 2016, in a stunning upset over Hillary
Clinton, and most recently Boris Johnson’s (the British Trump) election as the new UK’s Prime Minister!

At our end, we have repeatedly outlined in past writings various threats to financial markets - ranging from geopolitical
developments in our region to ltaly’s debt crisis, UK’s Brexit uncertainties, US & Europe political madness, bubbly
equity and fixed-income markets and most importantly ongoing trade wars between the world’s biggest economies -
and accordingly warned against current investors’ complacency (both misplaced and unjustified!).

Nonetheless, with economic data continuing to hold up strongly throughout 2019, fears of a swift hard landing in the
US - and elsewhere — appeared premature and overblown, perhaps also delayed by accommodative monetary
policies in Europe and Japan whilst China continued unveiling extra measures to boost economic growth (looser
monetary policy and cash injections). Now, with global economic data starting to deteriorate fast, the Trump
administration’s growth-boosting policies already behind us and investors’ animal spirits still running high, one has to
wonder whether the financial world order will soon crack fast!

But then, once again, the Impossible can Happen! Courtesy our creative & inspiring central bankers and politicians,
“beautiful” outcomes are still in the making. For this week, those are summarized below:

- European Central Bank’s Dovish Stance: ECB President Mario Draghi set the stage for his European
Central Bank to deliver another round of monetary stimulus in September to combat the Euro area’s severe
economic slowdown. “This outlook is getting worse and worse,” Draghi said in Frankfurt on Thursday after a
meeting of the ECB’s Governing Council. “It’s getting worse and worse in manufacturing, especially, and it’s
getting worse and worse in those countries where manufacturing is very important.” Policy makers confirmed
they expect rates to stay at present levels “or lower” through at least the first half of 2020, opening room for
a September reduction in the deposit rate from the record low of -0.40% (yes minus!). Officials also signalled
they will restart their bond-buying program if needed. “The Governing Council has tasked the relevant Euro
system Committees with examining options, including ways to reinforce its forward guidance on policy rates,
mitigating measures, such as the design of a tiered system for reserve remuneration, and options for the size
and composition of potential new net asset purchases.” The ECB’s latest move comes as central banks
around the world turn dovish, suggesting monetary easing will soon be amplified. The U.S. Federal Reserve
is widely expected to cut rates by 25 bps next week (unless Trump fires Powell & brings instead Murat Uysal,
Turkey’s new central banker who delivered a whopping 425 bps cut to the Turkish benchmark borrowing
rate!). Whilst the euro initially slid and bond /equities rallied on the ECB’s announcement, all asset classes
reversed course by the end of the session as Draghi downplayed risks of recession in the Eurozone and
suggested that Governing Council members had “different nuances” over the exact design of any package
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(What now?! The twisted traders’ logic dictates that equity prices rally when there is a recession and sell off
when growth is solid ?IL).

- Meet the Newly Elected UK Prime Minister, Mr. Boris Johnson: Boris Johnson was crowned leader of
the Conservative party and became Prime Minister last Wednesday, facing perhaps the most daunting
political challenges of any British leader in peacetime. Mr. Johnson beat Jeremy Hunt in the race to succeed
Theresa May as Tory leader, securing 92,153 (66%) votes to the foreign secretary’s 46,656 (34%). The
former London mayor willimmediately be confronted by the challenge of uniting his divided party and charting
a course out of the Brexitimpasse. Mr. Johnson, one of the leading figures in the 2016 referendum campaign
to leave the EU, has promised to deliver Brexit “do or die” on October 31%, Britain’s scheduled departure
date from the EU. In a speech to Parliament after the first meeting of his new cabinet on Thursday, Johnson
said he would “turbo-charge” preparations for a no-deal divorce as he set out his priorities for government.
But Brussels has signalled it will not accept his proposed changes to Theresa May's EU withdrawal
(European Commission President Jean-Claude Juncker saying it is the best and only deal possible!) If neither
side backs down, Britain will be on course to drop out of the EU on the exit day deadline with no agreement
in place to ensure smooth cross-border trade and orderly markets. That could trigger delays at
ports, shortages of essential supplies including medicines, difficulties with transactions of all stripes, and a
recession. Faced with Brexit deadlock at Westminster and the possibility that he could soon lose his majority,
Mr Johnson has taken a team of seasoned Brexit campaigners into Downing Street with a view to holding
an election within months.

- Uneventful Mueller Testimony to Congress: NO COLLUSION, NO OBSTRUCTION! KEEP AMERICA
GREAT! TRUTH IS A FORCE OF NATURE! IMPEACHMENT'S OVER! (that would be Trump exploding on
Twitter as the testimony concluded). Robert Mueller had warned his testimony before Congress would not
go beyond what he already said in his 448-page written report on Russian interference in the 2016
presidential election. Over nearly seven hours on Wednesday, he largely stayed true to that promise, and
gave both Democrats and Republicans reason to feel frustrated! He said too little for critics of Donald Trump,
but too much for the President’s supporters. The former special counsel made clear he had not exonerated
Mr Trump of acting to obstruct the Russian probe. He disagreed with the President’s characterisation of his
investigation as a “witch hunt” and he warned that Russian meddling threatened the 2020 US election. But
the 74-year-old’s delivery was disappointing to House Democrats who had been keen to use his televised
testimony to focus public attention on Mr Trump’s conduct and ensure that the idea of a lawbreaking president
was embedded firmly in the electorate’s consciousness in the run-up to 2020. Instead of detailed replies, the
former FBI director delivered variations of “true” and “yes” for much of his appearance. At times, Mr Mueller’s
testimony was halting and difficult to hear, even inside the hearing room. David Axelrod, a former senior
adviser to Barack Obama, said on Twitter: “This is very, very painful.” The former special counsel had been
reluctant to testify and spoke only after receiving a congressional subpoena. He sought to stick closely to his
report, an approach that still yet drew the ire of Republicans. Mr Trump, who had long insisted Mr Mueller
had in fact exonerated him, later seized on the Republicans’ argument that Mr Mueller “didn’t have a right to
exonerate”. As the hearings drew to a close, Mr Mueller stepped an inch or two beyond his written
conclusions on the issue of Russia, WikiLeaks and Mr Trump’s response to their role in the 2016 election.
When shown the praise the President had heaped on WikiLeaks in 2016 as it released emails the Russians
had stolen from the Democratic party, Mr Mueller could not hide his disapproval. “Problematic is an
understatement,” he said!

In an economic letter sent to clients in late 2016, bond legend & guru Bill Gross (retired in early 2019 to enjoy quality
time away from stressful markets!) did suggest that global markets had recently been transformed into a massive
casino nurtured by the easy-money policy adopted by the word’s central bankers! “Our financial markets have
become a Vegas/Macau/Monte Carlo casino wagering that an unlimited supply of credit generated by central banks
can successfully reflate global economies and reinvigorate nominal GDP growth to lower but acceptable norms in
today’s highly levered world,” Gross wrote in his note. He added that “a common-sense observation made by yours
truly and an increasing numbers of economists, Fed members, and corporate CEOs would be that low/negative yields
erode and in some cases destroy historical business models which foster savings/investment and ultimately
economic growth ... Ultimately though, in broader more subjective terms, it is capitalism itself that threatened by the
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ongoing Martingale strategies of central banks. As central banks purchase grow, and negative/zero interest rate
policies persist, they will increasingly inhibit capitalism from carrying out its primary function — the effective allocation
of resources based upon return relative to risk’.

| wonder what Mr. Gross would say now, at a time the Fed is gearing up to cut rates when US growth is around
potential, unemployment at record low and trade uncertainties threatening to blunt the impact of any rate reduction;
Or his possible views on the ECB promising to revive its QE program with 2-year & 10-year German bund yields
already hovering close to -0.78% & -0.38% respectively! Needless to reiterate that world’s central banks are simply
in danger of storing up problems for later (fuelling asset bubbles and propping zombie companies) by cutting already
low interest rates to bolster a “weakish” global economy and encouraging a dangerous build-up in leverage in a world
where total debt is already approaching $250 trillion!
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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 1is 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. 1In 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 1s 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 1is 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.



