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FixedIncome
MARKET WATCH
MARKET OVERVIEW
. September December
(o)
BULLS ORBEARS Yields (%) 30,2024 29,2023
Q3 continued to see lower credit quality areas of the market SOFR 3-Month 4.59% 533%
outperforming, driven by spread tightening and carry. US Treasury yields . o o
moved lower across the curve and underwent bull steepening. The 10yr US Treasuries 2-Year 3.64% 4.25%
yield ended the quarter at 3.8%, down from 4.4% in June. US Treasuries 10-Year 378% 3.88%
DEVELOPED MARKET FIXED INCOME US Treasuries 30-Year 412% 4.03%
As the US Yield curve moved lower and spreads within HY moved tighter, German Bunds 10-Year 212% 2.02%
bothIG and HY performed positively over the quarter, returning 5.2% and Septemb b b
5.3% respectively. Ep=imlorer - [Pl Er
D < Spreads (bps) 30,2024 29,2023
EMERGING MARKET FIXED INCOME UsIG 39 99
EMindices performed well with EM Corporates returning 5.27% and
Sovereigns returning 7.4% over the quarter. This was driven by USHY 295 323
spread tightening particularly in the B & CCC rated buckets that saw a Emerging Markets 247 207
number of idiosyncratic names outperform.
Emerging Markets: MENA 149 185
MENA FIXED INCOME Clslal Aam Sulalk 78 77
MENA Fixed Income performed positively, returning 5.7% for the quarter but ShElfey i
lagged broader EM due to HY outperforming and MENA being a higher credit Returns (%) Q1D YTD
quality region. Following a strongrally earlier in the year Turkey lagged * 0 0
broader EMHY, conversely Morocco and Egypt were out-performers during LSl >84% >-32%
the quarter helped by attractive valuations andidiosyncratic events. *USHY 5.28% 8.00%
*Emerging Markets 5.82% 817%
*|G (Investment grade), HY (High Yield), EM (Emerging market) *Emerging Markets: MENA 513% 6.41%
*Global Agg Sukuk 4.46% 5.03%
*USIG =Bloomberg US Corporate IG Index, US HY =Bloomberg U.S. Corporate High
Emerting Morveta MENA < Bloombera Emergina Horket USD VENA Aggreaste
MARKET OUTLOOK Ind:x?GlgbalAggéukukInaex=Bloorr?bergG?ot?alAggUSDSukuklndei? d
SUMMARY
Looking ahead we see a soft landing and a goldilocks scenario becoming ever
somore likely within the US, whichis supported byrate cuts, a cooling of energy
prices and a gradual slowdown in growth and inflation. ASSET CLASS VIEWS
GROWTH Und o
Global growth is targeted to be 3% in 2024, which is lower than 2023 but Wg' ?\rt Neutral We"lerr\t
remaining steady. Downside risks remain longer term given the rise in the '9 '9
possibility of additional tariffs which have been proposed by former President
Trump. US Treasuries () () ()
MONETARY POLICY
The Fed cut by 50bps at September’s FOMCs meeting, marking the start of USIG o o o
its easing policy. There was a preference by members to maintain the strength
of the labor market which in recent months has started to show signs of
weakness. USHY o o o
SENTIMENT . _ _ Emerging
The positive backdrop has been supported by an active primary market with Markets: USD [ o [
several HY issuers coming from Global EM receiving strong demand from
investors. Upgrades have also added to the positive technicals given this year
we have seen the highest net positive rating actions in over a decade. MENA: USD o o o
VALUATIONS Global Sukuk: P P P
Spreads have moved close to their 5-year tights in both sovereign and USD
corporate spaces, despite appearing optically expensive EM fixed income still
offers attractive relative value compared to developed markets. *No changein the asset class views from Q3 2024
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Equity

MARKET OVERVIEW

The equitymarket continuedits runin 3Q24 supportedbyincreasing expectations
of soft landing with softening in inflation and labor market leading US Fed to
decrease interest rates by 50bps. Trajectory of US macroeconomic data will be
criticalin determining the future direction of market where the base case remains
a soft landing. Geopolitics has flared up recently and will continue to cast shadow
over market performance, along with upcoming US elections. The S&P 500 Index
returned +5.6%, the NASDAQ 100 Index returned 1.5%, Euro Stoxx 50 posted a
return of 5.7%, and MSC| Emerging Markets Index posted a return of 8.7%. The
SPACPUX Index posted areturn of 7.3% for the quarter.

DMEQUITIES

DM markets, particularly US, had a good 2Q24 where supportive narrative
continued to lift the market. The rate cut cycle commenced with US Fed
decreasing rates by 50bps, citing inflation moving towards the target with a
stable job market. Expectations of soft landing gained more ground, leading to
S&P500 closing the quarter up by 5.6%. Elsewhere, Europe and Japan posted
goodreturns of 5.7% and 8.7%, respectively.

EMEQUITIES

EM Equities outperformed DM equities led by China as PBoC implemented
comprehensive monetary easing along with urgent policy action to uplift the
economy. Thailand posted a return of 12.5% during the quarter, buoyed by
improved political stability andincreased economic activity following elections.
Weakening dollar also helped the overall region with MSCI EM posting a return
of 8.8%.

MENA EQUITIES

MENA Equities posted areturn of 7.2% led by UAE where optimism surrounding
some index heavy names took the index higher. Qatar also made a comeback
during the quarter, posting a return of 8.0%, turning the YTD return positive
41%.

*DM (Developed markets, EM (Emerging market), MSCIEM (MSCI Emerging Markets Index), PBoC (The
People's Bank of China)

MARKET OUTLOOK

We remain constructive on equity markets where continued economic
strength and expected rate cuts will favor the market. Volatility might remain
high as expectations oscillate between ‘hard landing’ and ‘soft landing” with
US economic data points dictating moves. An additional factor will be the
upcoming US elections which will add further impetus to volatility. That said,
an overhang of escalating geopolitical tensions in Middle East remains and can
adversely impact market performance.

DM AND EMEQUITIES

The outlook for both DM and EM equities is favorable. DM equities, as
mentioned above, will benefit from a lower discount rate, and a strong US
consumer. For EM equities, apart from economic strength, additional impetus
will be weakening USD. The valuationsin the region continue to of fer attractive
pockets of opportunities.

MENA EQUITIES

We remain optimistic on the MENA region where booming consumer sector
and growing income per capita continues to play in the region’s favor. The
structural reasons for growth are still present which will help in providing
support to the market, particularlyin KSA and UAE hence we continue to favor
bottom-up domestic demand and infrastructure plays. Geopolitics remains a
major concern, and any escalation willhave animpact on performance. Outside
GCC, continued progress on reforms in Turkey and Eqypt may continue to lead
thereturns.

*MENA (Middle East and North Africa), KSA (Kingdom of Saudi Arabia)
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PERFORMANCE OF KEY MARKETS

Saudi UAE UAE

DM EM MENA Arabia DFM ADX Kuwait Qatar Oman Egypt Turkey

I ze%

[ .08%
P 8.68%
e 7.26%
s
i 443%
zes%

m3Q24

*Figures in USD - Total return basis, actual returns.

— e

| 049%
D 133%

-10.27%

*UAE DFM (Dubai Financial Market), UAE ADX (Abu Dhabi Securities Exchange)

*Date: 30th September 2024

ASSET CLASS VIEWS
Under Over
Weight Neutral Weight
DM Equities () [ ) ()
EM Equities o o o
MENA
Equities ® ®

*No changein the asset class views from Q3 2024

Q42024 |Page:3



CONTACT US:

Mashreq Capital (DIFC) Ltd.

AlFattan Currency House,
Tower 1, Floor 1, Office 111,
DIFC, Dubai, United Arab
Emirates

Tel: 49714424 4618
Email: MarketingTeam@
mashreq.com

www.mashreqcapital.ae
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DISCLAIMER:

This document has been prepared based on the sources believed to be reliable
solely for information purposes by Mashreq Capital (DIFC) Limited (“MC”). MC is
incorporated in the Dubai International Financial Center (“DIFC”) and regulated
by the Dubai Financial Services Authority (“DFSA”). This document is only
directed at “Professional Clients” as defined by the DFSA - Conduct of Business
Rulebook and no other person shouldrelyupontheinformation contained within
it. Neither the DFSA or any other authority or regulator located in the GCC or
MENA region has approved this information. This information and associated
materials have been provided for your exclusive use. This document is not
intended for distribution to, or use by, or relied upon by any person or entity
in any jurisdiction or country where such distribution would be unlawful under
the relevant laws. Any distribution, by whatever means, of this document and
related material to persons other than those referred tois strictly prohibited.

This document does not constitute investment advice, solicitation, any offer
or personal recommendation by MC or any related MC entity (which includes for
the purpose of this disclaimer, any employee, director, officer or representative
of any MC entity), to buy or sell any security, product, service or investment, or
toengageinorrefrain fromengaginginany transaction, including anyjurisdiction
where any such investment advice, solicitation, offer and/or personal
recommendation would be contrary to any law or regulation in that jurisdiction.
Certain assumptions may have been made in the analysis that resulted in any of
theinformation, projection,resultsand/orreturnsdetailedinthisdocument. The
opinions expressed here may change. The information and opinions are derived
from proprietary and non-proprietary sources deemed by MC to be reliable,
are not necessarily all-inclusive and are not guaranteed as to accuracy. As such,
no warranty of accuracy or reliability is given and no responsibility arising in any
other way for errors and omissions (including responsibility to any person by
reason of negligence) is accepted by MC, its officers, employees or agents. This
material may contain ‘forward looking’ information that is not purely historical
in nature. Such information may include, among other things, projections and
forecasts. There is no guarantee that any forecasts made will come to pass.
This material is NOT intended to be relied upon as a forecast, investment
research or advice, and is not a recommendation, offer or solicitation to buy or
sell any financial instrument or to adopt any investment strategy. The opinions
expressed herein may change drastically at any time due to market conditions.
Reliance uponinformationin this material is at the sole discretion andrisk of the
Professional Client/reader. Investinginvolves risks.

Professional Clients are required to undertake their own assessment and
seek appropriate financial, legal, tax and regulatory advice to determine
whether any investment is appropriate for them in light of their experience,
objectives, financial resources and other relevant circumstances. Neither MC
nor any related entity accepts any liability whatsoever for any direct, indirect,
consequential or any other category of loss (except for gross negligence and
wilful misconduct on part of MC) arising from any use of this document and/or
further communicationinrelationthereto.Neither MC nor anyrelated entityhas
any obligation to correct or update the information or opinionsin this document
and any opinion expressed is subject to change without notice.

Any terms in this document are indicative and do not constitute solicitation
or an offer to sell to the public, whether on any particular terms or at all. This
document is not intended to identify, represent or notify any conclusive terms
and conditions of any transaction, or other material considerations or any
possible risk, direct or indirect that would or may be involved in undertaking any
such transaction.






