G I B Weekly Market Summary

Weekly Market Summary

Financial Markets Grind to a Halt! All Eyes & Ears on Latest Coronavirus Developments

Fadi Nasser - Deputy Chief Investment & Treasury Officer

Latest Update on Coronavirus: Confirmed cases last at 83,877 (versus 76,731 last Friday), 2,867 deaths (versus
2,247). The COVID-19 is now affecting 56 countries around the world (& the “Diamond princess” cruise ship
harboured in Japan). Growing concerns over the pace of infections in South Korea where new cases continue to
advance rapidly, bringing the total number this morning to 2,337 from 200 last week. Overnight reports that California
is currently monitoring 8,400 people for signs of exposure to the coronavirus after they travelled to Asia are also
contributing to further market nervousness. The coronavirus outbreak has reached a “decisive point” and has
“pandemic potential”, according to World health Organization head Dr. Tedros Ghebr!

This week was supposed to be relatively quiet in terms of economic data releases and market movements, with
scattered US data (FHFA house price index, New Home sales, Durable Goods orders and Conference Board
consumer confidence, 4Q19 GDP revisions), as well as German IFO survey, EC business and consumer confidence
data and Japanese CPI figures. After all, FOMC minutes - released the previous week - had pointed to a Federal
Reserve closely monitoring the economic impact of the virus, which had emerged as a new risk to the global growth
outlook, though Fed officials were still projecting the effects on the US economy to be short-lived and that US short-
term interest rates would remain unchanged for the foreseeable future.

Instead, fear tightened its grip on global markets with global equity markets plunging (their worst week since the
2008 crisis) whilst most sovereign bonds and the Japanese yen witnessed sharp rallies as investors and traders
sought shelter. The dollar extended its retreat after a strong rally in the first part of 2020 and Brent crude dipped
through US$ 50 a barrel as investors assessed demand prospects for commodities with the virus spreading and
weighing on global economic growth. Treasuries climbed, with 10-year US yields dipping to 1.16% (roughly 30 bps
lower compared to last Friday’s level & 75 bps below highs witnessed in early January this year!). The VIX, or so-
called fear gauge which measures options volatility on the S&P 500 was last trading at 45, its highest level since
October 2011. In fact, the stock rout was so brutal that even the rally in gold prices hit a wall this week as investors
most likely closed winning long positions in the yellow metal to cover for margin calls elsewhere. With the likes of
Citigroup Inc. analysts saying they want to see markets “closer to panic” before going all-in on global equities, there
was surely no sign of dip-buying this morning ahead of the weekend (I guess no point in trying to catch a falling
knife! Unless we get that market bounce later this afternoon).

Over the past few weeks, we have regularly highlighted that coronavirus’ infections are not the main driving factor
behind the market's heightened worries (if you still trust official WHO numbers, this morning’s outstanding active
cases stand at 44,000 globally, a sharp drop of 15,000 from similar readings in mid-Feb). Instead, it is the way
COVID-19 has spread rapidly to all continents (especially Europe and the Middle East in past days) and more
importantly how consumers, businesses and governments respond now to an outbreak that will matter most! For
instance, people are more likely to stay home now to avoid getting sick, preventing them from traveling, shopping
and working. Doing so limits demand for consumer goods and energy; Meanwhile, decisions by companies and
governments to close shops and idle factories will curtail production. Even the International Monetary Fund (“IMF”),
which had lately reiterated its positive outlook for global economic growth this year whilst cautioning against risks
associated with the coronavirus, is now having second thoughts and could soon downgrade its growth forecast for
the global economy (as suggested by an IMF spokesman yesterday).
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And whilst President Donald Trump continues assuring Americans that they face little risk from the coronavirus
outbreak (sadly though, he chose sleepy Vice president Mike Pence to lead the government’s response and called
the US response to the virus so far “an incredible achievement”), the head of the World Health Organization (WHO)
- Dr. Tedros Ghenreyesus — believes that “we are actually in a very delicate situation in which the outbreak can go
in any direction based on how we handle it". “This is not a time for fear. This is a time for taking action to prevent
infections and save lives now”, he added. For Scott Minerd, who oversees about $215 billion for Guggenheim
Investments, the coronavirus is “possibly the worst thing I've seen” as a money manager because of its potential to
spread globally and the Federal Reserve’s limited tolls to blunt its economic impact. “The Fed is fairly impotent in
this environment,” Minerd said during a Bloomberg Television interview on Thursday. Still, buying opportunities may
emerge if the market shows signs of finding a floor; “We clearly are in danger. Now I'm going to look for its cousin -
- opportunity.”

In past days, investors have continued rushing into bets that the US Federal Reserve will be forced to cut interest
rates when they next gather in Washington for their March 17-18™ meeting. Chances of quarter-point reductions at
each of their next three meetings — in March, April and June — are now seen to be above 50%, according to future
contracts linked to their benchmark federal funds rate. For now, US Fed officials believe it is premature to think
about monetary policy action, at least until they have more data and a better idea of how recent developments will
impact the US and global economy. It may take several months to judge the impact of the coronavirus outbreak on
the US economy, Federal Reserve Bank of Chicago President Charles Evans (a Fed Dove) noted yesterday. “But
we are monitoring it very closely, and if we see something that does require adjustment, | am confident we will give
that all the consideration it needs.”
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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 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 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 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.



