
About Emirates Investment Bank
EIBank is an independent private bank based in Dubai.  
It offers a wide-range of investment and banking 
services to an exclusive, but diverse, client base of high-
net-worth individuals from across the region and around 
the world.

Emirates Investment Bank seeks to build long-term 
partnerships based on a foundation of trust, stability 
and integrity, which allows it to appreciate the unique 
circumstances and objectives of each of its clients. This 
personalised approach guides the Bank when providing 
its clients with bespoke banking solutions in connection 
with their wealth, business, and every day affairs.

MONTH IN BRIEF
Global markets faced resurgence of high volatility 
as the rapid spread of new COVID-19 “Omicron 
variant” with doubts upon efficacy of vaccines 
added uncertainty to investor sentiments that 
were already trying to assess the impact of earlier 
than expected Fed actions post its acceptance of 
“persistent” inflation.

Fixed income markets were rattled in the later part 
of the month as the Fed changed its stance upon 
inflation from “transitory” to more “persistent” 
in nature along with the concerns on demand 
destruction caused by the spread of the virus.

Downside risks of slowing economic growth 
coupled with rising prices now pose challenges to 
the ECB as it prepares to decide upon the asset 
purchases.  

UK economy continued to lag behind its pre-
pandemic level with a growth of 1.3% during the 
third quarter of 2021. 

Emergence of the Omicron variant and the threats 
of lockdowns and travel bans reignited challenges 
for Japanese economy just as it had started to show 
some green shoots of recovery post the pandemic.

Revival of economic growth remained the biggest 
challenge for the Chinese economy as it continued 
to stage weak recovery post the pandemic. Though 
the October retail sales grew 4.9%, they continued 
to be weak and far below the mid-teens growth 
registered at the start of the second quarter. 

Rising inflation on higher fuel as well as food prices 
coupled with supply chain disruptions,  tight labour 
markets and rise in deficit continued to pose an 
obstacle for the EM central bankers.

Possibilities of demand destruction re-emerged 
with the rapid spread of the new “Omicron” virus 
variant affecting the energy markets outlook.
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* Allocations are based on a Balanced Risk Profile

Asset Class Current
Allocation*

Benchmark
Allocation*View

5.0% 5.0%
Real
Estate

42.5% 52.5%
Fixed 
Income

2.5% 2.5%Commodities

10.0% 5.0%Cash

40.0% 35.0%Equities
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Global markets faced resurgence of high volatility 
as the rapid spread of new COVID-19 “Omicron 
variant” with doubts upon efficacy of vaccines 
added uncertainty to investor sentiments that 
were already trying to assess the impact of earlier 
than expected Fed actions post its acceptance of 
“persistent” inflation. The fear gauge of the market 
or the Volatility Index shot up 67% to close the 
month at 27.2, the levels it had last witnessed at 
the start of the year. The rapid developments at the 
end of the month rattled investor 
confidence as they preferred 
to take the precautionary 
stance, which resulted in major 
equity markets paring most of 
the gains made earlier in the 
month. Though S&P started the 
month strong on the tailwinds of 
higher earnings of mega techs, 
the headwinds of higher than 
expected inflation, continued 
supply disruptions as well as 
faster than anticipated fed actions 
resulted in a correction of 0.83% 
over the month. With headwinds 
of stronger dollar and weaker 
growth, Emerging markets corrected sharply with 
MSCI BRICs Index registering a decline of 5.42% 
as India continued to lose on relative valuation 
preference to China and correction in energy prices 
led to sharp correction of equity prices in Russia. 

Fixed income markets were rattled in the later part 
of the month as the Fed changed its stance upon 
inflation from “transitory” to more “persistent” 
in nature along with the concerns on demand 
destruction caused by the spread of the virus. As 
the anticipations of rate hikes increased from 62.3% 
to 73% by the end of the month, the treasury yield 
curve witnessed a bear flattening with the US 2 
year yields rising ~13.7bps on one hand while on 
the other hand, the 10 year yields falling~7bps to 
1.44%, thereby reducing the spread by over 18bps. 
The emergence of new virus variant forced a risk-off 
sentiment that led to a shift to higher grade fixed 

income assets as the US Aggregate Index returned 
positive 0.3%, while the US Corporate High Yield 
as well as Emerging Markets High Yield corrected 
0.97% and 2.76% respectively, with widening of 
spreads.

Even though the Eurozone PMI at 55.8 in November 
registered a sharp acceleration compared to 54.2 
in October, the near-term outlook fast turned 
pessimistic as hopes of continued recovery into 

December took a blow from the scare 
of another wave of virus infections. 
Driven by higher energy prices as well 
as supply bottlenecks, the headline 
inflation peaked to its 25-year high 
level of 4.9% for the month of 
November. Downside risks of slowing 
economic growth coupled with rising 
prices now pose challenges to the 
ECB as it prepares to decide upon the 
asset purchases. The Euro Stoxx 50 
index corrected 4.4% on the month, 
while the EUR lost 1.9% against the 
strengthening US Dollar. 

UK economy continued to lag behind 
its pre-pandemic level with a growth of 1.3% during 
the third quarter of 2021. Supply disruptions, labour 
shortages and higher energy prices pushed the 
inflation to a ten year high levels of 4.2% in the 12 
months to October, much above the BoE target 
levels of 2%. Rising inflation that is expected to 
touch 5% levels as well as anticipated sluggish 
economic growth due to the spread of new virus 
variant will play the key determinants to the BOEs 
much anticipated December actions on beginning 
of the end of stimulus as well as rate hikes. Driven 
by muted economic recovery as well as increased 
uncertainty, the FTSE 100 registered a fall of 2.5% 
during November. 

Emergence of the Omicron variant and the threats 
of lockdowns and travel bans reignited challenges 
for Japanese economy just as it had started to 
show some green shoots of recovery post the 
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pandemic. Japan’s industrial output in October 
rose (by 1.1%) for the first time in four months as 
the re-opening of the Asian economies eased the 
supply constraints for the Japanese manufacturers 
including the automakers that account for a major 
share of Japanese exports. Though the government 
surveys estimate a manufacturing output to jump 
9% in November, the scale of recovery is likely 
to face headwinds of travel bans in Japan and 
potential lockdowns in other Asian countries on the 
Omicron threat. Increased market volatility around 
the world helped the safe heaven 
Japanese Yen as it strengthened 
0.7% against the US Dollar during 
November. Though the Nikkei 225 
Index started the month strong 
with over 2% gains in the first 
week, it pared all the gains during 
the last week with the emergence 
of new virus variant to register 
decline of 3.7% on the month. 

Revival of economic growth 
remained the biggest challenge 
for the Chinese economy as it 
continued to stage weak recovery 
post the pandemic. Though the October retail 
sales grew 4.9%, they continued to be weak and 
far below the mid-teens growth registered at the 
start of the second quarter. With the Chinese 
economy registering a growth of only 4.9% during 
the third quarter of the year compared to 18.3% in 
the first quarter, the Chinese authorities indicated 
moves to brighten growth prospects including 
cut in the Reserve Requirements Ratio (RRR) in 
order to improve liquidity while implementing a 
prudent monetary policy. Major Chinese real estate 
developers prepared for issuance of Asset Backed 
Securities (ABS) as uncertainty over Evergrande 
repayments continued to loom large on the 
Chinese property market debt. The Chinese equity 
markets however, continued to favour from the 
relative trade in the EMs on its cheaper valuations 
as other EMs remained more vulnerable to Fed 
tightening. Though the Shanghai Composite 
Index gained 0.5% on the month, the leading tech 

stocks plunged on the news of Didi’s delisting of 
its American Depositary Receipt from the New York 
exchange. 

Rising inflation on higher fuel as well as food prices 
coupled with supply chain disruptions,  tight labour 
markets and rise in deficit continued to pose an 
obstacle for the EM central bankers. Weakening 
currencies intensified the impact of inflation import 
for economies relying heavily on energy imports. 
Even as the EM central bankers are inclined to 
tightening bias, Turkey took the easing cycle path 

with rate cuts of nearly 4% since 
September with further indications of 
extending the additional economic 
stimulus. As inflation hovered over 
20%+ levels, the investor confidence 
in the Turkish assets vanished rapidly 
resulting in steep correction of over 
40% in the Turkish Lira against USD.

Possibilities of demand destruction 
re-emerged with the rapid spread 
of the new “Omicron” virus variant 
affecting the energy markets outlook. 
The supply side pressures also eased 

with release of strategic oil reserves to curtail 
the inflation pressures. On the whole, the oil 
prices corrected -16.4% on the month thereby 
bringing down the year-to-date increase to 34.9%. 
The OPEC was quick to announce review of its 
increased oil production policy at a short notice 
given the backdrop of speculations of demand 
destruction following virus spread. Following suit of 
oil prices and concerns on demand,  the Bloomberg 
Commodity Index corrected 7.3% on the month 
thereby paring the year-to-date gains of ~32% until 
October this year. Following steep correction in 
the oil prices late in the month, the Saudi Tadawul 
index registered last month’s decline of 8.05%. 
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•  Global equity ETF inflows declined ~14% MoM as 
investors switched to risk-off mode with possibilities 
of another wave of infections, looming inflation 
exacerbated by supply disruptions and anticipated 
tightening central bank actions. Market volatility 
peaked by the end of the month with waning 
investor confidence in growth assets as equity ETFs 
across the board witnessed lower inflows compared 
to the last month.

•  Increased uncertainty coupled with the anticipation 
of Fed actions post the “Persistent” inflation remarks 
drove to lesser inflows in Fixed Income ETFs across 
the board.

•  As the globe witnessed scare of the “Omicron” virus 
spread receding, volatility has returned to markets, with 
investor sentiments keep oscillating rapidly between “risk-
on” and “risk-off” even as the central bankers around the 
world get ready to push for curb in the asset purchase 
programs as a precursor to the imminent rate hikes.

•  Investors now anxiously await the decision on asset 
purchase programs and rate hikes as Central Bankers’ 
increasingly focus on the trade-offs between rising 
inflation and growth. US as well as European region 
registered inflation growth that was much ahead of the 
consensus expectations and the so-called comfort zone of 
the central bankers. 

•  Inflation, which now the Fed terms as “persistent”, a 
complete change of guard from its earlier 
view of being “transitory”, will continue to 
play a crucial role in the anticipated Fed 
actions that are likely to be tilted in favour of 
pulling back the asset repurchase program 
as a pre-cursor to the rate hikes. With 
gradual easing of inflationary pressures, it 
is likely to remain much above the Fed’s 
comfort level of 2% given that the post 
pandemic demand growth revival is met 
with supply bottlenecks. 

•  On the growth front, the fast spread 
of Omicron virus increased uncertainty 
that dented the continued upswing in 
commodity prices late in November. 
However, with the emerging clarity about its 
severity as well as effectiveness of vaccines, 
the growth momentum is likely to accelerate 
in the post-pandemic recovery cycle. 

•  Given the inflation backdrop, increased investor 
sentiments are skewed in favour of rate hikes that 
has been reflected in the bear flattening of the 
yield curve. The spread in 2 year and 10 year yields 
also compressed sharply with the sovereign yields 
continuing the bear flattening trend, with short to 
intermediate yields rising and long-term yields falling 
back.

•  Overall, the market volatility that peaked with 
the uncertainty on virus spread is likely to remain 
elevated. As the central bankers walk the tightrope of 
rising inflation as well as uncertain growth given the 
infection scares and supply bottlenecks, the policy 
decisions will be keenly watched by investors as they 
take guard for the upcoming 2022.  

Fund Flows

Central Bankers Dilemma - High Inflation with Uncertainty of Growth 

Fund Flows (November 1 to November 30, 2021)

Source: EIBank, Bloomberg
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Multi Asset Strategies

Asset Class
Conservative Balanced Aggressive

ViewsCurrent 
Weight

Strategic 
Weight

Current 
Weight

Strategic 
Weight

Current 
Weight

Strategic 
Weight

Fixed-Income 67.5% 75.0% 42.5% 52.5% 17.5% 25.0%

Developed Markets 60.8% 71.3% 33.4% 44.6% 12.0% 18.8%

US Sovereigns 3.3% 7.5% 1.1% 2.6% 0.3% 0.6%

Developed Market Sovereigns 3.4% 7.5% 1.1% 2.6% 0.2% 0.6%

Developed Market Aggregate (IG) 46.6% 56.3% 18.7% 28.9% 6.5% 10.0%

Developed Market High Yield 7.5% 0.0% 12.5% 10.5% 5.0% 7.5%

Emerging Markets Fixed Income 6.7% 3.8% 9.1% 7.9% 5.5% 6.3%
 

Equities 20.0% 17.5% 40.0% 35.0% 65.0% 60.0%

Developed Markets 15.0% 13.6% 30.0% 27.1% 48.8% 46.5%

US Equities 10.5% 8.8% 21.0% 17.5% 34.1% 30.0%

European Equities 4.0% 3.5% 8.0% 7.0% 13.0% 12.0%

Japanese Equities 0.5% 1.3% 1.0% 2.6% 1.7% 4.5%

Emerging Markets Equities 5.0% 3.9% 10.0% 7.9% 16.2% 13.5%

Real Estate 2.5% 2.5% 5.0% 5.0% 5.0% 5.0%

Commodities 0.0% 0.0% 2.5% 2.5% 5.0% 5.0%

Gold 0.0% 0.0% 2.0% 1.9% 3.8% 3.8%  

Silver 0.0% 0.0% 0.5% 0.6% 1.3% 1.3%

Cash & Equivalents 10.0% 5.0% 10.0% 5.0% 7.5% 5.0%  

Asset Allocation Views

 Underweight    Cautious    Neutral   Favour   Overweight

•  In light of favorable but moderating earnings backdrop 
along with gradual tapering by the Fed, we continue to 
favour a pro-risk long term positioning towards growth 
assets for long-term investors. Volatility is anticipated to be 
high in the near term, providing opportunities to rebalance. 

•  With the growth/inflation mix deteriorating somewhat, 
we continue our neutral stance on risk assets given the 
valuations, but with greater focus on companies with 
above average sales growth, ability to sustain margins and 
valuations justified by growth. Our preference for large 
monopolistic businesses continues to remain strong and 
we choose to play the theme via select US tech companies 
with pricing power, structural tailwinds, and strong balance 
sheets.

• We continue our short duration stance and preference for 
selective shorter maturity higher yielding credit in select 

EM and regional markets. We remain underweight 
government bonds and are cautious on US investment 
grade due to expensive valuations and expected Fed 
tapering to start by end 2021.  Regionally, we continue 
to seek opportunities in fairly priced Sukuk issues due to 
favourable risk-reward dynamics, improving macro and 
scarcity of supply.

• With our neutral stance on equities based on slowing 
momentum and emerging risks, we overweight cash 
to redeploy in case of oversold conditions. We always 
seek diversification across a range of markets and asset 
classes. We diversify portfolio risks across equities, fixed 
income, income-generating assets and cash. 
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IMPORTANT INFORMATION

This report is for our clients only. It is not an offer or a solicitation to offer, buy or sell any security or 
instrument or to participate in any particular trading strategy. This report is based on current public 
information that we consider reliable, but it should not be considered accurate or complete.

This report is not intended to provide individually tailored investment advice. It has been prepared without 
regard to the individual financial circumstances and objectives of persons who receive it. We recommend 
that investors independently evaluate particular investments and strategies and we encourage investors to 
always seek professional advice. The securities, instruments or strategies discussed in this report may not be 
suitable for all investors and certain investors may not be eligible to purchase or participate in some or all of 
them.

The value of and income from investments may vary because of a variety of factors. Past performance is 
not necessarily a guide to future performance. Estimates of future performance are based on assumptions 
that may not be realized. Fluctuations in exchange rates could have adverse effects on the value, price of 
and income derived from certain investments. Certain transactions give rise to substantial risk and are not 
suitable for all investors.

We and our affiliates may transact the securities or derivatives referred to in this research. We may also make 
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in 
this report.

Emirates Investment Bank pjsc is regulated by the Central Bank of the United Arab Emirates.

FOR MORE INFORMATION, 
PLEASE CONTACT:

Emirates Investment Bank pjsc
PO Box 5503, Dubai
Dubai Festival City, UAE

+971 4 231 7777

+971 4 231 7788

www.eibank.com

CONTACTS:

Asad Saeed Khan, CFA
Head of Asset Management
asad.khan@eibank.com

Yaser Al-Nimr
Director - Asset Management
yaser.alnimr@eibank.com

Joyson D’Souza, CFA
Associate Director – Asset Management
joyson.dsouza@eibank.com

Ravindra Deshpande 
Associate Director – Asset Management 
ravindra.deshpande@eibank.com 
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