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INVESTMENT OUTLOOK
OVERVIEW
It will be a quarter to remember, the first quarter of 2020, as the eruption and exponential spread of Covid19 wreaked havoc across the globe. The coronavirus pandemic and ensuing lockdowns imposed by
governments pushed the global economy into the sharpest downturn since the Great Depression. The final
tally for the quarter saw developed and emerging market equities decline by 22% and 24%, oil plummet
by 66%, and 10 Year Treasury yields down by 65%. A measure of calm returned to the market by the end
of March as governments and central banks put together packages to offset some of the worst economic
effects of the virus. At the same time, public health measures to combat coronavirus outbreak are bringing
economic activity to a near standstill and look set to cause a sharp contraction in economic growth in the
second quarter. Companies across the globe are under pressure to stockpile cash, and many slashed their
dividends distributions. Economic activity should ultimately return with limited permanent damage as long
as authorities deliver an overwhelming fiscal and monetary policy response to bridge businesses and
households through the shock. In China, the V-shape rebound in March PMIs offers a glimmer of hope to
other virus-rattled economies, once strict containment measures are lifted.
Since the Fed and other global central banks have demonstrated willingness to do whatever it takes to
shore up the economy, three different scenarios - V-shaped, U-Shaped or other shapes such as L of W,
economic revival scenarios could emerge, subject to containment of the pandemic. For the time being,
while the full impact of the pandemic unfolds, investors need to embrace more market volatility.

MACRO BACKDROP






In its latest assessment on the COVID-19 impact, the International Monetary Fund (IMF) stated that the
coronavirus sent the world into recession. At the same time, it highlighted a possible rebound next
year if countries succeed in containing the virus.
In the US, market weakness started to infiltrate into economic data. On the labour market front, initial
jobless claims surged to around 10 million over two weeks, while the US economy shed around
700,000 jobs in March. Flash composite PMI also reached an all-time low of 40.9 in March compared to
February’s 49.6, pointing to the largest decline in private sector output since 2009.
In the Eurozone, March PMI surveys showed manufacturing and services activity dropping to record
lows of 44.8 and 28.4, signalling a potential contraction in the economy. Business confidence tumbled
8.2% in March to 94.8, largely led by Italy where the lockdown was introduced first followed by
Germany and France.

ASSET ALLOCATION STRATEGY


Global equity markets tumbled in March as COVID-19 pandemic intensified and spread into almost all
countries. While the spread of the disease could likely slowdown in few months, the economic impact
has been and will continue to be massive, as reflected in recent data. IMF already projected a global
recession in 2020. Therefore, we lower our outlook on key markets: US to Neutral (removing positive
tilt), EMs and GCC to Cautious (from Neutral), while keeping a Neutral view on Europe and the UK.



Fixed income assets have retreated massively and appear to price in most of the selloff. Despite stress in
credit markets, investment grade (IG) bonds in the US and Europe look more resilient, benefitting from
the backstop of the Fed and the ECB. Hence, we are Neutral on IG credits but cautious on High Yield
credits due to elevated default risk. We are also Neutral on US Treasuries, as yields are at historical
lows. EM debt looks expensive relative to the US HY. Further, a deteriorating economic outlook and
strong USD poses some risks. Hence, we advocate caution on EM bonds.



Post the recent standoff between Saudi Arabia and Russia, the ensuing price war led to an
unprecedented supply glut in the oil market. Yet, due to falling demand, and limited storage, high
production levels appear unsustainable. Looming bankruptcies by American shale producers should
support Brent prices in 2H2020, provided we see a partial recovery in demand. Amongst precious
metals, we prefer gold as a safe haven asset amidst rising uncertainties. For base metals, a deep
slowdown in the automotive sector and weak industrial activity limit the upside.



Fed’s aggressive policy amidst rising global uncertainties due to the COVID-19 outbreak should favour
strong greenback in the near-term. Europe, being at the epicentre of COVID-19 outbreak, suffers from a
weak economic outlook and hence ECB’s stimulus measures are likely to keep EUR under pressure.
Meanwhile, Bank of England’s additional stimulus measures will continue to pressure the GBP
downwards. EMs may see more capital outflows amidst deteriorating macroeconomic fundamentals.
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Rationale

Market volatility peaked; US and Europe unleash stimulus; EMs
to struggle due to doubts over their ability to deliver adequate
fiscal and monetary support to revive the economies
Unlimited central bank stimulus to support safe-haven bonds
and high quality corporate debt; rise in government borrowings
Oil to take a hit amidst Saudi-Russia standoff and demand
shock; Gold supported by its safe-haven role
USD to play a defensive role; EMs currencies to face challenges
owing to significant capital outflows
Containment of coronavirus key; strong government and
central bank support reassures market; valuations normalising
ECB lends unlimited support, government stimulus on its way,
Italy on precipice of social and economic crisis
Coronavirus risks loom amid transition away from EU; Brexit
likely to be deferred
Growth to take a beating amid virus outbreak; uncertainty over
individual members ability to weather economic crisis
Oil crisis battering the region; public finances strained; doubts
over continuity of reforms
High level of uncertainty but massive monetary and fiscal
stimulus to support the economy
significant supply of government issuances; ECB stimulus may
benefit periphery debt
Rally in near–term as the BOE promises to purchase £200 bn in
bonds; primary issuances to rise further
Combination of monetary policy easing and fiscal measures to
limit downside risks; earnings to take a hit
High Default risk; selling pressure to remain high
ECB bond buying to support corporate debt; but slump in
business activity and grim economic outlook
Significant outflows as economic activity comes to a standstill;
rising debt to put pressure on balance sheets
Dwindling demand for oil; Saudi and Russia standoff; massive
stimulus packages to revive economic activity may lift demand
Gold to play safe haven role; deflationary spiral could pose a
threat
To play a defensive role, however as conditions return to
normal in the dollar funding markets USD should give back
some of recent gains
US stimulus measures to ease pressure on EUR; massive
support from ECB and fiscal authorities in EU, EUR typically
performs well in a recession
BOE rate cut and additional stimulus measures to pressure GBP
downwards. Additionally prospects of striking a trade deal are
limited because of COVID 19
Large sell off in EM currencies due to significant capital
outflows as downside risks rise

*▲- Positive, = - Neutral, ▼- Cautious, =▲Neutral with a Positive Tilt

#IG – Investment grade, HY – High yield; EMs – Emerging Markets
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GCC: TWIN CRISIS TO TEST FISCAL BALANCES
FISCAL AND MONETARY SUPPORT TO KEEP ECONOMY AFLOAT
Two black swan events – an oil supply glut and coronavirus related lockdown - severely impacted the GCC
economies. Along with the expectation of a substantial plunge in oil revenues due to lower prices, non-oil
revenues are also expected to come under pressure, owing to lower tax revenues and cuts to various
subsidies announced by governments across the region. Looking at the monetary response, the regional
central banks have followed the Federal Reserve’s aggressive moves by providing adequate liquidity
support. Saudi Arabia, the UAE, Qatar and Bahrain slashed key interest rates by 50bps each, while Kuwait
cut its rate by 25bps. Meanwhile, Oman refrained from cutting its rates but stepped-up significant liquidity
support. On the fiscal front, the six members of GCC pledged a stimulus package of over $120bn to support
the economy. The UAE was the leader in the region by pledging fiscal support of $34.3bn, followed by
Saudi Arabia ($32.0bn), Oman ($20.8bn), Qatar ($20.6bn), Bahrain ($11.4bn) and Kuwait ($1.5bn).

WEAKNESS IN OIL PRICES COULD DRAIN GCC WEALTH COFFERS
The virus-hit GCC region has little room to boost revenue following the oil price shock. Furthermore, the
weaker global demand and on-going Saudi–Russia standoff could exert additional pressure on oil prices.
The provision of strong fiscal stimulus packages could lead to wider fiscal gaps across the economies. In
these challenging times, the resulting growing fiscal deficits may prompt governments to alter the funding
mix by shifting in favour of drawdowns from fiscal reserves and from wealth funds alongside debt
issuances. As per the rating agency Fitch, we may see the GCC issue $42bn in foreign debt in 2020
compared to $48bn the last year. This is expected to be accompanied by $110bn drawdown from wealth
funds compared to mere $15bn in 2019. In the past, the depletion of fiscal and external positions has been
the major factor for sovereign rating downgrades across the GCC. Should these weaknesses persist, this is
also likely to continue in the future.

Exhibit 1: GCC: Monetary and Off-budget measures

Exhibit 2: GCC Public Sector Balance Sheet ($,bn)
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SECTORIAL IMPACT AND EXPORT-RELATED WOES
China, South Korea, Japan and India constitute around 40% of the GCC region’s export markets. This level
of geographic concentration leaves the region vulnerable to more severe disruptions in those markets.
Additionally, exports to countries with high or increasing number of cases (China, South Korea, Japan, Italy,
France, Germany and Spain) are at risk. That said, as the region has closed its borders amidst the lockdown,
we expect the following key industries of the GCC to be adversely affected.
Banking Industry - GCC Banks are likely to get negatively affected as weak domestic activity in the
region would further slow lending growth. Aggressive monetary easing would influence interest
margins and weaken banking sector’s profitability. The probability of a surge in NPLs is now higher.
Hospitality Industry - The industry, which includes sectors such as airlines, hotels and retail, will see
lower revenue amidst the absence of tourism in the near term as travel restrictions are imposed
across the globe. The economic hit is exacerbated in 2020 by the cancellation of the pilgrimage
season and the postponement of Dubai Expo.
Real Estate - The sector has been under pressure for the past three years and the spread of COVID-19
is exacerbating the situation. Moving ahead, sales volumes are expected to decline or at best stabilise
Mashreq Gold
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GCC: TWIN CRISIS TO TEST FISCAL BALANCES
in 2020 because of lower demand, offset in part by cheap mortgages. For the UAE, the real estate
sector is highly significant. We expect a sharp decline in volume over 2020 as the UAE’s flagship
event, Dubai Expo 2020, is likely to be postponed by 12 months.

% of goods exports in 2018

Exhibit 3: GCC Exports to High-risk Countries

Exhibit 4: Dubai Real Estate Sales
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EQUITIES
Global equity markets were thrown into disarray in March as the COVID-19 crisis intensified and
spread into almost all the countries. While the spread of the disease could likely slowdown in few
months, the economic impact could be massive as most of the governments are expected to be
extremely cautious in dealing with the aftermath. IMF has already projected a global recession in
2020. Accordingly, we lower our outlook on key markets: US to Neutral (removing the positive
tilt), EMs and GCC to Cautious (from Neutral), while keeping a Neutral view on Europe and the UK.

US EQUITIES: WHATEVER IT TAKES!

ECONOMY: HOW DEEP WILL IT CUT?

As per the latest available data on COVID-19, the
US leads the world in the number of reported cases
(>150,000). With the infection only projected to
spread further, we have no idea about the extent
the country would be impacted socially as well as
economically. The entire country remains
practically in a lockdown state, thereby potentially
staring down the barrel of rising unemployment for
months at worst. New York and California, two of
the most advanced and economically crucial states,
remain the worst affected from this crisis.

The initial jobless claims hit its highest-ever level at
10mn in the last week of March as majority of
businesses remained closed in the country. The
jobless claims at the height of 2008 financial crisis
touched 650,000, although the scale and nature of
current crisis is far different than any other crisis in
modern history. Consumer purchases form the
backbone of the US economy, which most
definitely is going to be battered in months to
follow. The consumer sentiment index fell by the
magnitude last seen in the 2008 crisis. The service
sector PMI plunged to its lowest levels at 39.1 as
travel and tourism became the hardest hit sectors.
The employers have also started to rapidly
downsize the workforce at a rate not seen since
2009. While the economic hit is largely expected,
the extent of fall is staggering, considering we are
only couple of months into the crisis.

With the spectre of economic depression looming,
the Fed pre-emptively cut its interest rate initially
by 50bps in early March and then later on by a
whole 1.0% down to a range of 0%–0.25%. To
counter any liquidity issues likely to be faced by
financial institutions, the Fed also lowered the
emergency lending rate at the discount window by
125bps to encourage banks to avail the facility.
Furthermore, the Fed also officially restarted its
asset purchase programme, committing to buy up
to USD 700bn of long-duration treasury and
corporate securities. Later on, the Fed also removed
the USD 700bn cap on buying securities.

THE BEST OF AND WORST OFF SECTORS

The US government too pitched in with its largest
ever stimulus package worth USD 2tn (comparison:
2008 financial crisis package worth USD 800bn).
This includes USD 250bn each as direct payments
to individuals and unemployment insurance, USD
350bn in loans for small businesses and USD 500bn
in loans for distressed companies. While the
efficacy of this package in the face of the
burgeoning crisis is yet to be seen, the lawmakers
have assured of further help if need be.

The virtual stall of travel and tourism has been
particularly harsh for the airline and tourism
industry. The cruise liners too are set to be deeply
impacted in the near future. The material sector
could see prolonged lull as business activity is
slated to limp in the near future. The ultra-low level
of interest rates and potential threat of liquidity
crunch, although there haven’t been any telling
signs yet, mean the financial sector remains on an
edge. The technology sector, which has been the
biggest beneficiary of the largest bull market in the
history, has also been one of the least impacted in
this crisis yet. We believe investors should focus on
defensive sectors such as consumer and healthcare
till some resolution of the crisis is seen.

Exhibit 5: Major MSCI Indices

Exhibit 6: Major MSCI Indices
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EQUITIES
OUTLOOK: NEUTRAL
The S&P 500 index, which traded at its all-time high
in February, quickly lost >30% value as the
pandemic fears rose. The markets have been hit
with extreme volatility reminiscent of the 2008
crisis. There has been some recovery as the S&P
500 climbed ~10% after hitting its lowest level in 3
years. The corporate earnings are now projected to
decline slightly in 1Q20 in contrast to the earlier
forecast of +6% gains as per Refinitiv data.
Nevertheless, we believe the US remains well
equipped to fight this crisis through its fiscal and
monetary means. Investors are also likely to find
attractive value opportunities, with the S&P 500
index now trading at 1yr forward P/E of 15.2x,
compared to 10-yr average of 18.0x. We thus keep
our outlook at Neutral.

EUROPEAN STOCKS
QUARTER SINCE 2009

POST

WORST

The EU member states have announced individual
supportive measures to fight against the debilitating
slowdown from COVID-19. This includes Germany’s
EUR 750bn stimulus, consisting of EUR 600bn in loan
guarantees in addition to EUR 156bn supplementary
budget, financed entirely through debt, to prop
social spending. Meanwhile France has put up EUR
45bn fund to help small businesses and other hardhit sectors to fight the slowdown in addition to
guaranteeing bank loans up to EUR 300bn.
The ECB has announced bond-buying programme,
dubbed as the ‘Pandemic Emergency Purchase
Program’ which involves unlimited purchases like
never before. The programme also allows ECB to buy
Greek debt, which had been excluded from previous
asset purchases. We view ECB’s commitment of
keeping the programme running ‘for as much as
necessary and as long as needed’ positive. However,
the EU is yet to reach a consensus on announcing a
mutual fiscal stimulus programme, which would
entail taking additional debt. These measures are
crucial to stem the impact of the crisis for hard hit
members such as Italy and Spain. The Europe will
most probably enter into a recession this year as per
most estimates. The STOXX 600 index is down 23%
YTD, but offers attractive valuations, trading at 1yr
forward P/E of ~13x. Hence, we maintain our Neutral
rating on European equities.
In the UK, the number of infected cases is increasing
rapidly, mirroring the rate observed across Europe.
The government has successively increased its fiscal
aid to GBP 65bn till date, exceeding its 2008 crisis
stimulus. The BOE too has cut its rates twice in a
month to 0.1% while also committing to buy £
200bn bonds. The final Brexit negotiations are likely
to be pushed back until the virus spread is under
Mashreq Gold

control. The FTSE 100 index is down ~23% YTD. We
thus maintain our Neutral outlook.

EMS: OVERALL CAUTIOUS
While China has been able to contain the spread of
the virus, the measures to contain it broadly remain
in place. The economic indicators for February
already paint a bleak picture with steep decline in
industrial activity and retail sales. Unemployment
rate also peaked at 5.7%. The Chinese central bank
also cut its reverse repo rate by 20bps, largest in 5
years. Indian central bank too announced a large
75bps cut in its repo rate, while the government
widely announced a stimulus package of up to USD
20bn. The fall in crude prices is likely to provide
some relief to government finances as tax revenues
might dry up. Meanwhile, in Brazil President
Bolsonaro has refused to follow global peers in
imposing any controls. The South African economy
remains challenged through rising fiscal deficit.
Turkey central bank continued to cut interest rates
even as high inflation levels persist.
The EMs have been just as harshly impacted as their
developed market peers. While there are some
diversions across the markets in terms of
performance, we have seen the governments and
central banks rushing to contain the virus through
imposing partial to complete lockdowns,
announcing relief packages and most central banks
lowering their interest rates. Overall, as global
economy is in tatters, we believe the EMs are likely
to face rising challenges going ahead. As a result,
we lower our outlook to Cautious from Neutral.

GCC MARKETS WEIGHED DOWN BY OIL
Saudi Arabia’s fall-out with Russia based on the
disagreement on further production cuts and its
ensuing decision to flood the markets with more oil
resulted in oil prices crashing massively to an 18year low. At a time when the whole world is on a
standstill, the oil price crash further aggravated
problems for a region that is heavily dependent on
it. As oil revenues start to dwindle, the regional
governments could find themselves in an
increasingly difficult position to sustain spending to
support the economy. Furthermore, the non-oilbased economies of the regions are likely to face
extreme headwinds as travel and tourism is
severely restrained in the coming months. Saudi
and UAE have announced stimulus packages of USD
34bn and USD 32bn, respectively, to fight the virus
outbreak, which is likely to provide some relief in
the short term. Overall, we remain sceptical about
the region’s prospects in the face of lower oil
prices, and thereby lower our outlook to Cautious
from Neutral.
Page | 6
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FIXED INCOME
Fixed income assets have retreated massively and appear to price in most of the selloff. Despite
the stress in credit markets, investment grade (IG) bonds in the US and Europe look more resilient,
benefitting from the backstop of the Fed and the ECB. Hence, we are Neutral on IG credits but
cautious on High Yield credits due to elevated default risk. We are also Neutral on US Treasuries,
as yields are at historical lows. EM debt looks expensive relative to the US HY. Further, a
deteriorating economic outlook and strong USD poses some risks. Hence, we advocate caution on
EM bonds.

FED MOVES TO GUIDE TREASURIES
Treasuries benefitted the most during the first
quarter of the year as the coronavirus outbreak led
to heavy bouts of buying in safety assets. Since
mid-February to early March, the 10-year
benchmark yield tightened 125bps and briefly
reached an all-time low of 0.31%. Some respite to
yields was visible only after the Federal Reserve
intervened with extraordinary measures to keep the
financial market afloat. The measures include an
open-ended commitment to purchase Treasuries
and asset-backed securities including corporate
bonds. The revised stimulus was announced on top
of the originally indicated bond purchases worth
$700bn and a reduced Fed fund rate of 0–0.25%. In
addition, the Fed revived the Term Asset-Backed
Securities Loan Facility (TALF), which was
previously launched in 2008. Subsequently, the
Fed’s balance sheet assets soared above the $5tn
mark and is anticipated that it could expand to
$10tn by year-end. The US senate also stepped up
introducing a massive economic relief package of
over $2.2tn to mitigate the blow to the economy.

bps

Exhibit 7: 2-10 Year US Treasury Yield Spread
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As anticipated, the economic data has begun to
capture the severity of the downturn as
demonstrated by initial jobless claims that surged
to a total of 10mn in the last week of March from
0.28mn at the start of the month. In our view, the
economic data would conceivably deteriorate
further and potentially lead to a contraction in GDP
in the second quarter. That said, the unlimited
Treasuries purchases by the Fed would help to keep
yields low. However, an upside pressure on yields
would emerge as unprecedented fiscal stimulus
measures could limit the economic downside.
Hence, we hold our Neutral view on US Treasuries.
Mashreq Gold

EUROPE’S SOVEREIGN DEBT MARKET
COULD SEE A SUPPLY GLUT
Reacting to the pandemic, German Bunds saw 2- to
7-year yields across the curve falling below -1%,
while the 10-year benchmark touched -90bps
before retreating above the -50bps level at the end
of 1Q20. Meanwhile, escalating uncertainty left
periphery debt especially Italy’s 10-year benchmark
bond yield rising with spread over Bund widening
above 300bps. Markets appeared to have calmed
down since the European Central Bank (ECB)
intervened to limit the impact of coronavirus crisis.
In an aggressive move, the ECB decided to scrap the
limit of bond buying from each of the sovereign,
which originally stood at 1/3rd of the total
outstanding debt. The ECB also initially committed
purchase of €750bn in bonds under the pandemic
emergency purchase programme (PEPP) but later
lifted the self-imposed limit and offered to make
unlimited purchases. In the meantime, regional
governments made promises to provide stimulus by
introducing several measures including credit
guarantees and tax deferrals. Given the state of
emergency and lockdowns, the governments’ fiscal
deficit limits have also been suspended, allowing
higher expenditure to avoid spike in unemployment
levels. Subsequently, the governments are mulling
over issuing common debt. While a consensus is yet
to be reached, a potential supply glut in
government bond issuances would add to upside
pressure on yields, albeit it would be limited by the
ECB purchases. Furthermore, benefiting from the
ECB stimulus, the appetite for peripheral debt is
more likely to gain traction while yields on German
debt would continue to hover around the current
low levels.
Table 1: 10-year Benchmark Sovereign Yields

Sovereign

Yield*

1M
(bps)

3M
(bps)

YTD
(bps)

YOY
(bps)

US

0.67%

-48

-125

-125

-183

UK

0.36%

-9

-47

-47

-69

Germany

-0.47%

14

-29

-29

-45

Japan

0.02%

18

3

3

10

France

-0.02%

27

-14

-14

-39

Source: Bloomberg, As of 31st March 2020
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FIXED INCOME
UK Gilts were volatile throughout 1Q20, owing to
Brexit-related developments and panic over
coronavirus that led to a sudden halt in the
economic activity. In early March, the 10-year Gilt
yield bottomed at 0.15% and witnessed a sudden
spike to 0.79% in mid-March. Thereafter, the yield
reversed a sharp 35bps to settle below 0.40% at
end of 1Q20. To stem the COVID-19 fallout, the
Bank of England (BoE) followed suit of the major
central banks by reducing the key interest rate to
0.1% from 0.75% earlier. The central bank further
announced it will purchase bonds worth £200bn
and hinted that it is prepared to do more to support
the government bond market. Meanwhile, the
government pledged £60bn in new spending to
combat the coronavirus impact on consumers and
businesses. The growing pressure on UK’s fiscal
finances led the rating agency Fitch to lower UK’s
credit rating to AA- from AA. However, this is
unlikely to have any impact on the demand for Gilts
given most of the sovereign ratings are expected to
come under pressure. Moreover, the significant
increase in UK government borrowings would be
largely offset by purchases from the central bank.
Therefore, we may see a near-term rally in UK Gilts.

EM DEBT CAPITULATES TO COVID-19
The emerging market (EM) debt suffered a
significant drop exacerbated by lack of liquidity and
panic selling amidst the dual shock of the
coronavirus pandemic (COVID-19) and sharp
correction in energy prices. The battered economic
growth expectations following the spread of
coronavirus and implementation of lockdown by
governments in major economies dampened
demand for riskier assets. The turmoil in the debt
market was also the result of the unwinding of
excessive leverage in the financial system, which
was incentivized by policymakers over the past
couple of years. However, risk-on sentiments
reignited in the last week of March as
unprecedented fiscal and monetary stimulus
measures unleashed by the governments and
central banks around the world offered a partial
backstop to fallout from virus containment. The EM
central banks have participated in the global
monetary easing with central banks in India (75bps), Brazil (-50bps), Mexico (-50bps), Turkey (100bps) and Indonesia (-25bps), reducing interest
rates and announcing liquidity-easing measures.
While current widening resulted in attractive yields
across the EM sovereigns, funding issues and
currency weakness could put pressure on local
currency debt. Countries having strong institutional
frameworks, larger financial markets, relatively
better fiscal health and external liquidity positions
Mashreq Gold

should be preferred. Hence, debt from India, Brazil
and Indonesia looks favourable. Additionally, policy
headroom with central banks would also play a
major role in further yield tightening. As a result,
despite a low oil price environment, we prefer
Russian debt, given the possibility of an interest
rate cut as well as strong foreign reserves and
relatively low fiscal break-even oil price. On the
other hand, debts from Turkey and South Africa are
anticipated to widen due to significant levels of
hard currency debt, which could pose refinancing
risk given the difficulty in rolling over bonds under
the current conditions. Going forward, markets are
expected to be driven by the interplay between
news flow related to COVID-19 and the policy
responses. Thus, we hold a Neutral view with a
Positive Tilt on EM debt.
Exhibit 8: Emerging Market 10-year Sovereign bond yields
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Source: Bloomberg

MORE GCC DEBT DUE IN SHORT-TERM
GCC debt markets witnessed a rapid sell-off in
March following a dual shock from the plunge in
Brent oil prices and rising fears over coronavirus
spread. Amongst GCC markets, weaker economies
mainly Oman and Bahrain were the worst hit as the
10-year benchmark yields widened 591bps and
403bps to 10.3% and 7.6%, respectively. Qatar and
Saudi Arabia benchmark yields widened 126bps and
117bps, respectively. While the region is reeling
under the pressure from reduced oil revenues, the
current lockdown situation demands significant
increase in expenditure from regional governments
to support the economy. In order to meet rising
financing needs, the governments may opt to raise
more debt, which would further lead to wider fiscal
gaps in the near term. Meanwhile, to ease the
pressure on the economic activity, the regional
central banks have cut interest rates in line with
that of the Fed as the currencies remain pegged to
the US dollar.

HIGH-GRADE CREDITS TO FARE BETTER
Corporate credit markets saw risks multiplying after
lockdowns in majority of the countries began to
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FIXED INCOME

Looking ahead, most of the corporates typically in
high yield have downgraded respective earnings
outlook for the second quarter. In our view, Federal
Reserve’s assurance to extend stimulus measures to
high-quality corporate debt in both primary and
secondary
markets
in
combination
with
government’s efforts to stimulate the economy
would brighten prospects for IG corporate bonds to
some extent in the US. Therefore, limited downside
risks may lead to narrowing of spreads in the
months ahead and so we are Neutral on US IG
bonds. In contrast, we advocate Caution on high
yield bonds as they remain susceptible to increased
risk of default due to liquidity crisis. In Europe,
unrestricted support from the ECB’s stimulus
programme should act as a tailwind for European IG
credits. Therefore, we hold a Neutral view on EU IG.

Mashreq Gold

Exhibit 9: Corporate Bonds: US and EU High Yield OAS
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Exhibit 10: Corporate Bonds: US and EU Investment Grade OAS
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weigh heavily on businesses and investors
sentiments. Volatility gauged by the VIX index in
the US peaked above 82 points. The acute liquidity
concerns pushed credit risk premiums to the widest
levels since the financial crisis. In 1Q20, the US and
EU High Yield (HY) Option Adjusted Spreads (OAS)
surged 700bps and 533bps to +1025bps and
+825bps, respectively, as bankruptcy fears hit
energy issuers. IG corporate credits managed to
limit the losses with US IG OAS widening 229bps to
+324bps. The European counterparts were slightly
more resilient with spreads widening 151bps to
+245bps during the same period.
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Source: Bloomberg
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COMMODITIES
Post the recent standoff between Saudi Arabia and Russia, the ensuing price war led to an
unprecedented supply glut in the oil market. Yet it is believed that, due to falling demand, and
limited storage, high production levels are unsustainable. Looming bankruptcies by American shale
producers should support Brent prices in 2H2020, should we see a partial recovery in demand.
Amongst precious metals, prefer gold as a safe asset amidst the uncertainties. For base metals, a
deep slowdown in the automotive sector and weak industrial activity limit upside in base metals.

OIL PLUNGES AMIDST PRICE WAR AND
COVID-19
The oil market was hammered by falling demand
amidst an adverse economic backdrop of
coronavirus outbreak and price war triggered by
Saudi Arabia and Russia. The talks between the two
largest producers collapsed over reducing the
output at the OPEC+ meeting held in early-March.
Saudi Arabia’s warnings to flood the market with a
supply of crude oil at deep discounts played a major
role in pushing the oil prices to an 18-year low. Oil
bounced back around 4% in the last week of March
owing to the weaker US dollar stemmed by the
Fed’s unprecedented measures and the US Senate’s
approval of a $2 trillion coronavirus aid package
aimed at diminishing the impact of an outbreak on
the economy, which in turn could support oil
demand. Despite that, Brent and WTI crude
recorded their worst month ever and plummeted by
67.7% and 66.5% to $21.4/bbl and $20.5/bbl in
1Q20, respectively.
Exhibit 11: Brent and WTI Price Movement
80

$/bbl

While crude’s recovery looks fragile in the near
term, we expect the market to see an improvement
in the second half of 2020 due to the following four
factors: (1) slowing or declining US shale
production owing to low prices, (2) supply restraint
from core-OPEC countries and (3) production cut on
the back of limited storage capacity. It would be
important to note that most of the OPEC+
members’ fiscal break-even Brent prices are above
current market prices, with Saudi Arabia and Russia
at USD83.6/bbl and USD42.4/bbl, respectively. If
this is not worked out, the low-oil price could be
detrimental to their economies. Hence, supply
restraint is much needed, and (4) massive stimulus
packages from central banks may lift demand.
Exhibit 12: Fiscal Break-even prices ($/bbl)
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The additional risk could stem from the expiration
of OPEC+ production cuts at the end of the month,
indicating that countries will be allowed to pump
more oil. According to S&P Ratings, Saudi Arabia is
likely to add 2.6mn bpd of supply to the markets in
April, raising the total supply to 12.3mn bpd. The
UAE and Russia are also set to rise production from
April onwards.
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OIL DEMAND GRINDS TO A HALT
The demand-side dynamics for crude oil are going
to remain under pressure in the near term as
spreading of the coronavirus has forced many
countries into a lockdown situation and grounded
thousands of flights. With the long-term impact of
coronavirus still very much unknown, the demand
for jet fuel, which typically accounts for 8–10% of
global oil supply, could remain off the table. A drop
in demand from China, disruption in trade and the
travel ban have forced the IEA to project demand
contraction for the first time since 2009. The IEA
Executive Director Birol expects oil demand to drop
by as much as 20 mn bpd.
Mashreq Gold

Source: Bloomberg

The low-oil price can also put American shale oil
producers out of business as more than 120
companies filed for bankruptcy between August
2015 and May 2017 (during the low-oil price
environment), while the number of active drilling
rigs plunged by half. The US intervention in the
price war is also highly likely as it could complicate
the perspective of Trump’s re-election as the
President in 2020. On the other hand, production
would be coming under control as the world would
be running out of places to store oil. According to
IHS Markit, the current rates of supply and demand
indicate that inventories are likely to rise by 1.8 bn
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GOLD: UPSWING CONTINUES
In 1Q20, gold prices remained volatile as
restrictions were put in place to combat the global
spread of COVID-19 and growing fears of an
economic slowdown. Demand for the safe-haven
was bolstered after the Federal Reserve turned
dovish and cut its key benchmark interest rate from
1.5% to near-zero in less than two weeks and
government announced fiscal stimulus of $2.2 tn.
Gold price broke above the December 2015 highs
and surged to a nine-year high of around $1,700/oz
in early March, clocking gains of 3.9% YTD.
The real yields of the safe-haven US Treasuries have
fallen into negative territory amidst declining oil
prices, pointing at the onset of a possible
deflationary period. Further, the nationwide
lockdown in response to coronavirus would trigger
a dramatic slowdown in economic activity.
Therefore, although demand for gold would remain
intact in these uncertain times, a looming possible
deflationary threat may limit its upside potential.
Thus, we hold a Neutral view with a Positive Tilt on
gold.
Exhibit 13: Gold Attains New High Before Retreating

seem to have turned towards palladium, which can
be used as a substitute for platinum on a 1:1 ratio in
gasoline cars, as evident from a 25.2% decline in
platinum prices in 1Q20 to $742/oz. Palladium
prices rose as much as 24.8% in the mid-day
trading session on 25 March, the best daily gain
since 1997. The rise mainly reflects supply concerns
as South Africa, the major producer of palladium,
announced that the nation would be locked down
for 21 days. Meanwhile, South Africa minister of
mines and energy said that it will continue to allow
producers to process platinum group metal (PGM)
material that has not yet been processed during the
lockdown period. South Africa accounts for about
70% of global platinum mined supply and 35% of
palladium. That said, palladium demand is falling
much more steeply than supply due to the
shutdown in automotive production in Europe and
North America. Therefore, we hold a Neutral view
on platinum and palladium.
Exhibit 14: Palladium Attained Its All-Time High Before Retreating
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BASE METALS REMAIN UNDER PRESSURE
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barrels over the first half of 2020. Against this, an
estimated 1.6 bn barrels of storage capacity is
available, which is expected to force producers to
cut output by June. Against this backdrop, we
expect the oil price to average in a range of $45–
55/bbl in 2020.
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In contrast, silver trades around an 11-year low as it
tumbled below $12/kg on 19 March and prices
declined by 21.7% to $14.0/kg in 1Q20. Silver
prices struggled to find a great deal of momentum
as sell-off in industrial commodities has created
some drag for silver.

PALLADIUM ATTAINED ALL-TIME HIGH

The pressure on base metal prices is high as the
virus outbreak disrupted trade and global supply
chain dynamics and raised concerns over global
economic growth. A lockdown of the global
automotive sector and weak industrial activities led
to a slowdown in the demand for industrial metals.
Copper prices hit four years low in the third week
of March and price dropped 19.6%, since the
beginning of the year. Similarly, aluminium prices
witnessed a decline of 16.2% in 1Q20. That said,
the base metal prices have not yet witnessed the
low-price levels reached during the financial crisis
of 2008–2009. We believe that the economic
stimulus packages rolled out by various countries
are still insufficient to boost economic activities.
Hence, we keep a Cautious view on base metals.

Amongst other precious metals, surprisingly
palladium (+21.5%) was the best performer in
1Q20. While the price difference between
palladium and platinum has widened, investors
Mashreq Gold
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CURRENCIES
Fed’s aggressive policy amidst rising global uncertainties due to the COVID-19 outbreak should
favour strong greenback in the near-term. Europe, being at the epicentre of COVID-19 outbreak,
suffers from a weak economic outlook and hence ECB’s stimulus measures are likely to keep EUR
under pressure. Meanwhile, Bank of England’s additional stimulus measures will continue to
pressure the GBP downwards. EMs may see more capital outflows amidst deteriorating
macroeconomic fundamentals.

USD TO PLAY A DEFENSIVE ROLE
Majority of the investors turned cautious in
February even before the severity of the COVID-19
outbreak became known. The risk-off behaviour
deepened further in March as investors became
more risk-averse and funds flocked into the
greenback due to its safe-haven appeal. The US
dollar index (DXY) gained 4.8% in 1Q20 to close at
101.1, benefitting from significant capital outflows
from the Eurozone (Euro constitutes 59% in the
DXY index) and other financial markets.
Exhibit 15: DXY Index
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The Fed’s ‘whatever it takes’ approach to combat
the impact of COVID-19 is expected to inject
tremendous amount of liquidity aimed at
unfreezing the credit markets. Meanwhile, the
massive government stimulus resulting in a wider
fiscal gap could put downside pressure on USD. In
our view, the recent market turmoil will push more
investors into safety assets including Treasuries,
which should help the USD in preserving its firm
undertone in the near term. However, as market
conditions display a gradual recovery and the new
cases begin to decline, USD may pare back some of
the recent gains. Thus, we hold a Neutral stance
with a Positive Tilt on the greenback. Meanwhile,
other safe-haven currencies such as JPY and CHF
should remain better supported on dips in the
medium term.

EUR: A SHORT-LIVED BOOST LIKELY
The rapidly rising number of Covid-19 cases across
the continent and the harsh containment measures
put in place in most European countries suggest
that the Eurozone is headed for a historically deep
recession in 1H20. The recovery in the region seems
Mashreq Gold

far-fetched and weak, particularly in Italy, Spain,
Portugal and Greece. The sharp and rapid
deterioration in economic conditions has forced the
ECB and governments to offer unprecedented
support to shore-up the economy. However, unless
the number of new cases starts to fall, no amount
of support may be adequate to prevent the
economic downturn. While both the fiscal and
monetary authorities continue to extend their
infinite support, the EUR is said to typically perform
well during a recession. Moreover, massive stimulus
offering by the Federal Reserve should also help
alleviate pressure on the EUR to some extent.
Therefore, we find it appropriate to keep our
Neutral view on the EUR.

GBP: SUBJECT TO IMPULSES OF MARKET
MOOD
As the financial market turmoil deepened, the GBP
depreciated ~9% in March. Given the pace of
deterioration in the economic outlook, Bank of
England (BoE) slashed its interest rate to a record
low of 0.1%. Furthermore, the authorities also
restarted quantitative easing (QE) with GBP200bn
of asset purchases. In our view, the monetary policy
may enter a holding pattern until there is some
evidence on the economic impact of the pandemic,
while at the same time leaving the door open for
additional QE. We believe substantial loosening of
both fiscal and monetary policy would lead to a
strong rebound after the social distancing measures
are relaxed. However, the fundamentals suggest
that the GBP remains currently vulnerable as
Britain’s current account deficit gap widens further.
Moreover, the lingering uncertainty concerning a
likely extension in UK–EU trade talks may exert
downward pressure on the currency. Therefore, we
continue to hold our Cautiously Neutral view on
GBP.

EM CURRENCIES ON FREE-FALL
Emerging markets (EMs) witnessed massive capital
outflows as most of the currencies mirrored a sharp
fall observed during the financial crisis of 2008. The
EMs were hit hard by the outbreak of coronavirus
and are testing the resilience of their governments’
balance sheet. Commodity-linked currencies tanked
under the pressure of weak Brent prices, while
LatAm currencies were exposed due to their weak
fundamentals. However, Indian Rupee and Chinese
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CURRENCIES
Yuan showed some resilience on the back of strong
support from monetary authorities. Going forward,
we expect most of the central banks in EMs to be
accommodative and boost liquidity. Given rising
risk aversion amongst investors, we hold our
Cautiously Neutral view on emerging market
currencies.
Exhibit 16: EM Currencies vs. USD (3-Month Change)
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COMMODITY-LINKED CURRENCIES TAKE
A HIT HARD
Commodity-linked currencies, particularly the
Russian Rouble (RUB) and South African Rand (ZAR),
depreciated sharply in March. RUB has become one
of the worst performing currencies and is hovering
around the 80 mark, its lowest level in more than
four years. The currency came under increased
pressure amidst Brent hitting its lowest levels in
nearly 18 years. This prompted multiple forex
intervention from the central bank, which sold
around USD1.1bn in the last couple of weeks to realign RUB with its EM-commodity peers.
Nevertheless, forex reserves of around USD551.2bn
are likely to support further forex interventions, if
required.
South Africa’s rating was downgraded to junk
status (Ba1), one notch below the IG status by
Moody’s at the fag-end of March, prompting
additional sell-off in the already depressed
currency. ZAR breached the 18.0 mark for the first
time and the current level would lead to a higher
cost of imported goods, which could raise inflation
and limit the extent to which the central bank can
react to. Additionally, forex reserves of USD45.7bn
at Feb-end can cover imports for the next six
months only. There is a high probability that the
government would seek IMF and World Bank
support to fight the pandemic.

LATAM REGION FACES DEEP RECESSION
The coronavirus pandemic is expected to severely
impact the already struggling LatAm economies as
they are expected to fall into a deep recession this
Mashreq Gold

year. The LatAm GDP contraction is expected to
surpass that witnessed during the global financial
crisis of 2009 (-2.1%) and LatAm debt crisis of 1983
(-2.4%). This led to a mass exodus amongst the
investors out of these markets, exerting
tremendous pressure on currencies across the
region. BRL plummeted to a historical low of 5.2
mark in March amidst weak domestic activity along
with massive capital outflows due to high risk
aversion.
This
prompted
multiple
forex
interventions from the Central Bank of Brazil (BCB),
bringing total spot market interventions of almost
USD11bn YTD. Nevertheless, strong forex reserves
of around USD360bn, covering imports of around
24.3 months, are likely to support the currency in
further distress scenario. Notably, the BCB slashed
its SELIC rate by 50bps to a historical low of 3.75%,
with indication towards an additional 25bp rate cut
in May 2020 and committed to inject USD250bn of
liquidity into the banking system to foster the
credit organisation.
The Mexican Peso (MXN) was the worst performing
EM currency as it plummeted by 26.3% in 1Q20
and breached the 25.0 mark for the first time in the
history. The Mexican central bank (Banxico)
announced its biggest rate cut in six years and cut
the rate by 50bps to 6.5% in a surprising and
unscheduled emergency rate cut. Banxico is likely
to maintain its dovish stance this year and cushion
the economy from the COVID-19 fallout. The
combined effect of coronavirus outbreak and sharp
decline in oil prices are likely to exert pressure on
fiscal
accounts
and
further
deteriorate
fundamentals. Consequently, the S&P has cut the
sovereign rating by one notch to BBB with a
negative outlook.

CNY REMAINS REMARKABLY STABLE
Despite a massive economic shock after the COVID19 outbreak, the CNY remained remarkably
resilient and weakened only modestly against the
greenback by 1.7% in March to close at 7.1. In
March, the PBOC unexpectedly cut the 7-day
reverse repo rate by 20bps to 2.2%, the largest in
nearly five years. The move injected CNY50bn into
the banking system. Furthermore, China is set to
widen its fiscal deficit by issuing special sovereign
debt as part of a package to stabilise the economy.
Going forward, the CNY is likely to remain
relatively stable around the 7.1 mark for the rest of
the year despite an accommodative central bank as
there are positive signs of recovery from the
pandemic.
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Exhibit 17: US-GDP Growth (q/q annualised)

Exhibit 18: US-CPI and PPI (y/y change)
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Exhibit 19: US-Unemployment Rate

Exhibit 20: US-Avg. Hourly Earnings (y/y change)
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Exhibit 21: US-Foreign Exchange Reserve

Exhibit 22: US-Current Account Balance & Fiscal Deficit
as % of GDP
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Exhibit 23: US-Retail Sales (m/m change)

Exhibit 24: US-Industrial Output (m/m change)
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Exhibit 25: Euro zone-GDP Growth (y/y change)

Exhibit 26: Euro zone-CPI and PPI (y/y change)
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Exhibit 27: Euro zone-Unemployment Rate

Exhibit 28: UK-GDP Growth (y/y change)
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Exhibit 29: UK-CPI and PPI (y/y change)

Exhibit 30: UK-Unemployment Rate
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Exhibit 31: UK-Current Account Balance as % of GDP

Exhibit 32: Eurostat UK Govt Debt as a % of GDP
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TABLES
Key Forecasts
March 2020#
S&P 500 Index
Stoxx Europe 600 Index
FTSE 100 Index
10-Year US Treasury (Yield)
10-Year UK Gilt (Yield)
10-Year German Bund (Yield)
Brent ($/bbl)
WTI ($/bbl)
Gold ($/oz)
Silver ($/kg)
GBP/EUR
GBP/USD
EUR/USD
USD/JPY

2,585
320
5,672
0.67%
0.36%
-0.47%
21.5
20.5
1,577
14.0
1.1254
1.2420
1.1031
107.5400

12-month forward
estimates (Bloomberg)
3,316
410
7,277
1.23%
0.56%
-0.36%
43.7
40.0
1,600
17.1
1.1130
1.2413
1.1154
106.2825

Change
▲+28.30%
▲+27.99%
▲+28.30%
▲+56bps
▲+20bps
▲+11bps
▲+103.31%
▲+95.31%
▲+1.45%
▲+22.58%
▼-1.10%
▼-0.05%
▲+1.11%
▼-1.17%

Source: Bloomberg * As of 31st March 2020

Global Equity Indices
1 Month


3 Month


YTD 

Y/Y 

10-Year
Avg. PE

BEst
PE

2,627
315
5,564
9,816
4,379
19,085
5,181

-18.57%
-23.33%
-23.64%
-24.39%
-24.59%
-17.76%
-26.16%

-16.37%
-22.72%
-24.27%
-25.84%
-25.85%
-18.07%
-24.32%

-18.46%
-24.34%
-26.67%
-25.91%
-26.81%
-19.33%
-23.86%

-5.67%
-15.54%
-21.36%
-14.76%
-16.45%
-10.76%
-16.01%

17.92x
19.54x
21.25x
16.62x
18.49x
20.16x
18.75x

16.68x
13.17x
11.71x
12.16x
12.85x
15.67x
14.90x

23,175
2,747
1,717
28,440
9,629
74,640
2,433
43,414

-11.92%
-7.70%
-18.97%
-30.16%
-16.23%
-34.39%
-20.91%
-22.59%

-12.04%
-4.34%
-17.76%
-30.28%
-16.19%
-31.04%
-17.10%
-21.56%

-18.17%
-9.63%
-21.87%
-31.56%
-20.11%
-35.46%
-20.11%
-24.76%

-19.06%
-6.59%
-21.79%
-20.71%
-7.31%
-21.91%
-2.09%
-22.48%

11.40x
14.64x
15.30x
20.43x
16.69x
56.13x
6.90x
19.08x

9.53x
10.34x
10.20x
15.54x
13.72x
10.24x
0.00x
8.85x

3,744

-27.4%

-25.58%

-26.46%

-27.13%

13.88x

9.52x

1,790
9,521
6,373
8,283
1,355
3,467

-35.9%
-31.6%
-22.7%
-20.7%
-18.2%
-15.0%

-33.19%
-31.25%
-18.91%
-18.38%
-11.23%
-14.68%

-35.39%
-31.68%
-23.63%
-20.74%
-15.72%
-12.31%

-32.10%
-35.68%
-24.96%
-18.09%
-4.05%
-16.34%

20.49x
45.84x
17.94x
13.60x
26.55x
11.15x

5.46x
6.46x
14.23x
11.43x
5.53x

Close#
Developed Markets Indices
S&P 500 Index
Stoxx Europe 600 Index
FTSE 100 Index
DAX Index
CAC 40 Index
Nikkei Index
ASX 200 Index
Emerging Markets Indices ex
MENA
Hang Seng Index
Shanghai Composite Index
Korea Stock Exchange Index
BSE Sensex
Taiwan SE Index
Ibovespa Brasil Index
Micex Index
JSE Africa All Share Index
MENA Indices
Abu Dhabi Securities Market
Index
Dubai Financial Market Index
Egyptian Exchange
Tadawul All Share Index
Qatar Exchange
Bahrain Bourse
Muscat Securities
Source: Bloomberg * As of 31st March 2020
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TABLES
Upcoming Macroeconomic Indicators*
Date of
Release
02-Apr-20
02-Apr-20
03-Apr-20

Country/
Region
Eurozone
United States
United States

03-Apr-20
06-Apr-20
09-Apr-20
09-Apr-20
10-Apr-20
10-Apr-20
10-Apr-20
10-Apr-20
14-Apr-20
15-Apr-20

United States
Germany
United
Kingdom
Germany
Japan
China
China
United States
China
United States

17-Apr-20
17-Apr-20
20-Apr-20

China
Eurozone
Japan

22-Apr-20

United
Kingdom
Japan
United States
United States
China
Eurozone
Eurozone
United States

24-Apr-20
29-Apr-20
29-Apr-20
30-Apr-20
30-Apr-20
30-Apr-20
30-Apr-20

Feb
Feb
Mar

Bloomberg
Survey
-0.80%
0.20%
-100k

-0.50%
-0.50%
273k

Low
High
High

Mar
Feb
Feb

3.80%
---

3.50%
5.50%
-2.90%

High
High
Medium

Trade Balance
PPI YoY
PPI YoY
CPI YoY
CPI YoY
Trade Balance
Industrial Production
MoM
GDP YoY
CPI YoY
Trade Balance

Feb
Mar
Mar
Mar
Mar
Mar
Mar

---1.10%
4.90%
-$20.50b
--

13.9b
0.80%
-0.40%
5.20%
2.30%
-0.60%

Medium
High
High
High
High
High
High

1Q
Mar F
Mar

-4.00%
---

High
High
High

CPI YoY

Mar

--

6.00%
1.20%
¥1109.8
b
1.70%

Natl CPI YoY
GDP Annualized QoQ
Core PCE QoQ
Manufacturing PMI
GDP SA YoY
CPI Core YoY
PCE Core Deflator YoY

Mar
1Q A
1Q A
Apr
1Q A
Apr P
Mar

--------

0.40%
2.10%
1.30%
52
1.00%
-1.80%

High
High
Medium
Medium
High
Medium
Medium

Indicator

Period

PPI YoY
Factory Orders
Change in Nonfarm
Payrolls
Unemployment Rate
Factory Orders MoM
Industrial Production YoY

Last

Impact

High

Source: Bloomberg, *Table covers select economic indicators, #F: First estimate, T: Third estimate, A: Advance

Economic events*
Date

Critical Events

What to watch out for / Anticipated action

08-Apr-20

FOMC Meeting Minutes

-

28-Apr-20

BOJ Monetary Policy

29-Apr-20

FOMC Monetary Policy

30-Apr-20

ECB Monetary Policy

Focus on quantum of monetary stimulus and
asset purchases and growth projections for 2020
Focus on quantum of monetary stimulus and
asset purchases and growth projections for 2020
Focus on quantum of monetary stimulus and
asset purchases and growth projections for 2020

Estimated
impact
Medium
High
High
High

Source: Bloomberg, *Table covers select economic events
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TABLES
Corporate Credit Total Returns
Close#
US IG Corp
US HY Corp
EUR IG Corp
EUR HY Corp
USD EM Index
USD UAE Liquid Index

3123
1906
243
290
1095
416

1 Month 

3 Month 

-7.09%
-11.46%
-6.85%
-13.34%
-10.68%
147.30%

-3.63%
-12.68%
-6.15%
-14.77%
-9.48%
246.24%

YTD 

Y/Y 

5.42%
-7.11%
-3.36%
-10.09%
-2.90%
214.53%

-3.63%
-12.68%
-6.15%
-14.77%
-9.48%
246.24%

Source: Bloomberg * As of 31st March 2020

Commodity Performance
Brent ($/bbl)
WTI ($/bbl)
Natural Gas ($/MMBtu)
Gold ($/oz)
Silver ($/kg)
Platinum ($/oz)
Aluminium ($/ton)

Close#

1 Month 

3 Month 

YTD 

Y/Y 

21.47
20.48
1.71
1,577.18
13.97
723.09
1,492.50

-57.08%
-54.24%
-4.47%
-0.54%
-16.15%
-16.53%
-10.98%

-67.68%
-66.46%
-18.18%
3.95%
-21.72%
-25.19%
-16.21%

-67.68%
-66.46%
-18.18%
3.95%
-21.72%
-25.19%
-16.21%

-68.88%
-66.75%
-36.43%
22.48%
-7.49%
-14.91%
-20.44%

Source: Bloomberg * As of 31st March 2020

G-10 Currencies Performance
EUR/USD
USD/CHF
USD/JPY
GBP/USD
USD/AUD
USD/NZD
USD/CAD
USD/SEK
USD/NOK

Close#

1 Month 

3 Month 

YTD 

Y/Y 

1.1031
0.9611
107.540
1.242
1.6292
1.6767
1.4062
9.9052
10.4028

0.0%
-0.4%
-0.3%
-3.1%
6.0%
4.8%
4.9%
3.1%
10.7%

-1.6%
-0.6%
-1.1%
-6.3%
14.3%
12.7%
8.3%
5.8%
18.5%

-1.6%
-0.6%
-1.0%
-6.3%
14.3%
12.8%
8.3%
5.8%
18.4%

-1.6%
-3.8%
-3.4%
-5.2%
15.9%
14.1%
5.7%
6.7%
21.2%

Source: Bloomberg * As of 31st March 2020

EM Currencies Performance

USD/CNY
USD/INR
USD/TRY
USD/BRL
USD/MXN
USD/ZAR
USD/RUB

Close#

1 Month 

3 Month 

YTD 

Y/Y 

7.0822
75.6275
6.6152
5.2053
23.6723
17.8379
78.5771

1.29%
4.78%
5.90%
16.40%
20.51%
13.90%
17.55%

1.71%
6.18%
11.24%
29.33%
25.23%
27.29%
26.84%

1.7%
6.0%
11.2%
29.3%
25.1%
27.4%
26.8%

5.5%
9.3%
20.5%
35.2%
23.7%
26.0%
20.5%

Source: Bloomberg * As of 31st March 2020
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Glossary
BEst: Bloomberg Estimated Ratio – Consensus estimates from various analysts contributing to Bloomberg;
Credit Spread: The difference in yield between two bonds of similar maturity;
DM: Developed Markets – Group of countries that are most developed in terms of their economy and capital markets;
EM: Emerging Markets – Group of countries that have some characteristics of developed market but do not meet the
standards to be developed market;
Duration: A measure of price sensitivity related to an interest rate change;
DXY: Dollar Index – measures the value of USD relative to a basket of foreign currencies;
EPS: Earning Per Share – calculated by dividing the company's net income with its total number of outstanding shares;
FOMC: Federal Open Market Committee – US Fed’s committee which takes key decisions on interest rates and the US’
money supply growth;
HY: High Yield – High return bond with a low credit rating than IG bonds;
IG: Investment Grade – An IG bond has a relatively low risk of default, so low risk with low returns;
Maturity Date: The date on which principal amount of the bond will be paid to the investors;
PE Ratio: Price to Earnings Ratio – Measure of the company’s share price with respect to its EPS;
YTM: Yield to Maturity – The total interest rate earned by an investor, who buys and holds the bond until maturity;
YTW: Yield to Worst – The lowest potential yield that investor receives on a bond, that has callable, puttable, exchangeable,
or any other features;
Sharpe Ratio: A measure of return earned in excess of the risk-free rate per unit of volatility;
GDP: Gross Domestic Product – The monetary value of all the finished goods and services produced within a country's
borders in a specific time period;
IHS Markit Composite PMI: The Purchasing Managers’ Index (PMI) calculated by IHS Markit based on monthly surveys of
carefully selected companies representing major and developing economies worldwide;
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General Disclaimer
This report was prepared by the Mashreq Gold Unit of Mashreq Bank PSC (“Mashreq”) in the United Arab Emirates (“U.A.E.”). Mashreq is regulated by the Central Bank of
the U.A.E. This report is provided for informational purposes and private circulation only and should not be construed as an offer to sell or a solicitation to buy any
security or any other financial instrument or adopt any hedging, trading or investment strategy. Prior to investing in any product, we recommend that you consult with a
professional financial advisor, taking into consideration investment objectives, financial circumstances and tax implication. While based on information believed to be
reliable, we do not guarantee and make no express or implied representation as to the accuracy of this report or complete description of the securities markets or
developments referred to in this report. The information, opinions, forecasts (if any), assumptions or estimates contained in this report are as of the date indicated and are
subject to change at any time without prior notice. The stated price of any securities mentioned in this report is as of the date indicated and is not a representation that
any transaction can be effected at this price. The risks related to investment products described in this report are not all encompassing and investors should refer to the
relevant investment offer document for detailed information and applicable terms and conditions. Investment products, including treasury products, are not guaranteed
by Mashreq or any of its affiliates or subsidiaries unless stated otherwise and are subject to investment risk, including loss of principal. Investment products are not
government insured. Past performance is not an indicator of future performance. US persons (US Citizens; US Green Card Holders; Resident Aliens subject to US income
taxes for IRS purposes) are not eligible for any of the investment products introduced by Mashreq unless stated otherwise. This report is for distribution only under such
circumstances as may be permitted by applicable law. Neither Mashreq nor its officers, directors or shareholders or other persons shall be liable for any direct, indirect,
incidental or other damages including loss of profits arising in any way from the information contained in this report. This report is intended solely for the use by the
intended recipients and the contents shall not be reproduced, redistributed or copied in whole or in part for any purpose without Mashreq’s prior express consent.
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