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 Overweight,   Favour,   Neutral, 

 Cautious,   Underweight

* Allocations are based on a Balanced Risk Profile

Asset Class Current
Allocation*

Benchmark
Allocation*View

5.0% 5.0%Real Estate

45.0% 52.5%Fixed Income

2.5% 2.5%Commodities

10.0% 5.0%Cash

37.5% 35.0%Equities

Q1 was highly challenging for global markets as the 
need for faster US monetary policy normalization 
to combat rising inflation was compounded by the 
negative economic implications from the Russian 
invasion of Ukraine. 

The Bloomberg US Agg Bond Index lost 6.0% in 
Q1, its worst quarter since late 1980, as investors 
fretted that rising inflation would trigger faster 
than expected Fed rate hikes, pace of quantitative 
tightening, and weigh on economic growth. 

Given the bloc is a huge importer of oil and 
natural gas from Russia, it remains highly 
vulnerable to a prolonged conflict albeit 
partially mitigated by the high excess savings 
accumulated during lockdowns, strong labor 
markets and prospects of fiscal stimulus.

While the BoE has already hiked rates three times 
since December, the central bank has no easy 
answers and could likely be forced to slow down its 
rate hiking cycle in the second half of the year as 
the economy weakens.

Chinese equities fared badly last month as foreign 
investors retreated, partly on concern that the US 
and the EU sanctions on Russia may somehow spill 
over to China, worries of rising Covid cases and the 
subsequent lockdowns in major parts of the country 
and the prospect of delisting of US-listed Chinese 
companies for lack of financial disclosures to US 
regulators. 

Equities in commodity exporters like Brazil, Saudi, 
Abu Dhabi and Qatar particularly benefitted as 
the Bloomberg Commodity Index gained 25.5% 
in Q1. On the other hand, importer countries like 
Egypt faced mounting pressures from rising import 
prices while Russia suffered western sanctions for its 
actions against Ukraine.

With the war in Ukraine in its second month, 
pressure is increasing on countries to introduce 
deeper and stronger sanctions on Russia, including 
on oil and gas, potentially adding to oil-flow 
disruption and supporting prices at elevated levels.

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.
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Q1 was highly challenging for global 
markets as the need for faster US 
monetary policy normalization to 

combat rising inflation was compounded 
by the negative economic implications 
from the Russian invasion of Ukraine. While 
the outcome of the war remains highly 
uncertain, further escalation of tensions 
could continue to put upward pressure 
on commodity prices, worsening inflation 
trajectory and supply chains as Russia 
and Ukraine remain major 
producers of energy and 
essential agri-commodities. 
Developed market equities 
returned 2.5% in March but 
were still down 5.5% in Q1 
while emerging market (EM) 
equities fell a further 2.5% in 
March leaving then down by 
7.3% year-to-date as rising 
inflation, geopolitics and 
China’s Covid surge created 
a perfect storm for EM risk 
assets. 

The Bloomberg US Agg 
Bond Index lost 6.0% in 
Q1, its worst quarter since late 1980, as 
investors fretted that rising inflation would 
trigger faster than expected Fed rate 
hikes, pace of quantitative tightening, 
and weigh on economic growth. In light 
of higher commodity prices and adversely 
affected supply chains due to war and 
China’s Covid resurgence, prospects for 
incrementally more-restrictive monetary 
policy are likely over the remainder of 
2022. In response, yields on 10-year US 
Treasury and German government bonds 
have surged to their highest levels since 
2019 and 2018 respectively and credit 
remains under pressure. We are far from the 
inflation picture being clear and volatility 
is likely to remain elevated. While spreads 
reversed some of their widening in recent 
weeks, IG corporate bond risk premia have 
jumped this year as tight spreads, rising 

inflation and treasury yields reduced their 
relative valuation appeal. At the time of 
this writing, hawkish comments from Fed 
officials drove the 10-year US Treasury 
yield to 2.6%, taking it back into the 
ranges traded in 2018 and 2019.

Russia’s invasion of Ukraine has increased 
concerns about Europe’s ability to fulfil 
its energy needs and is further disrupting 
already struggling supply chains around 
the world. Given the bloc is a huge 

importer of oil and natural gas 
from Russia, it remains highly 
vulnerable to a prolonged 
conflict albeit partially 
mitigated by the high excess 
savings accumulated during 
lockdowns, strong labor 
markets and prospects of 
fiscal stimulus. Meanwhile, the 
ECB is likely to continue its 
bond purchases at a reducing 
pace until Q2 but has 
loosened the link between 
the end of bond buying and 
its first interest rate increase 
to accommodate disruptions 

caused by the Russia-Ukraine conflict. 
The EuroStoxx50 ended lower by 0.6% in 
March while the EUR fell 1.4% against the 
USD.

Although the UK is less reliant on Russian 
energy imports, it is a heavy user of gas 
and is vulnerable to persistently higher 
energy prices. As a result, the UK’s rapid 
recovery from the pandemic runs the risk 
of stalling as spiralling inflation is likely to 
mean real incomes plunge, dealing a blow 
to demand. While the BoE has already 
hiked rates three times since December, 
the central bank has no easy answers and 
could likely be forced to slow down its rate 
hiking cycle in the second half of the year 
as the economy weakens. For now, the UK 
labour market is still tightening with strong 
jobs growth in February and wage growth 

While spreads reversed 
some of their widening in 

recent weeks, IG corporate 
bond risk premia have 

jumped this year as tight 
spreads, rising inflation  

and treasury yields  
reduced their relative 

valuation appeal. 
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faster than expected. The FTSE100 gained 
0.8% while the GBP was down 2.1% against 
the USD in March.

Japan's recovery is likely to be delayed 
yet again as the omicron surge dampened 
consumer activity in the Q1. Now, the war 
in Ukraine has driven oil prices above 100 
and added to the damage. Meanwhile and 
in contrast to its global peers, the BoJ has 
stayed on hold, maintaining its current 
easing stance and emphasised concerns 
regarding the impact of the 
Russia-Ukraine situation on 
growth rather than inflation, 
which still remains low at 
around 1%. The widening 
US-Japan yield differentials 
and rising oil prices pushed 
the JPY beyond 120 against 
the USD. On the month, the 
export-oriented Nikkei225 
benefitted from the JPY 
depreciation of 5.8% against 
the USD and gained 4.9%.

Chinese equities fared badly 
last month as foreign investors 
retreated, partly on concern 
that the US and the EU sanctions on Russia 
may somehow spill over to China, worries 
of rising Covid cases and the subsequent 
lockdowns in major parts of the country 
and the prospect of delisting of US-listed 
Chinese companies for lack of financial 
disclosures to US regulators. At the end of 
the month, convincing economic stimulus 
measures by authorities and concessions to 
US regulators on audit of US-listed Chinese 
firms supported a rebound in onshore and 
offshore equities. The Shanghai Composite 
Index lost 6.1% in March while the large-cap 
CSI300 Index was down 7.8%. Meanwhile, 
China dollar bonds have eroded USD112 
billion of market value since January 2021, 
as tighter liquidity and relentless rise in 
yields have increased refinancing risk for 
the nation's debt-ridden private property 
developers.

EM equities, currencies and USD-
denominated bonds closed out a dismal 
Q1, impacted by Russia’s war on Ukraine, 
Fed tightening amid rising inflation 
and risks such as China’s regulatory 
crackdowns. The MSCI EM Index fell for 
a third straight quarter, its worst run since 
2018, as EM investors re-assessed their 
strategy and positioning. While broadly 
EM equities, represented by the MSCI 
EM Index, took a beating and fell 7.3% 

in Q1, it was a tale of the 
haves and have-nots. Equities 
in commodity exporters like 
Brazil, Saudi, Abu Dhabi and 
Qatar particularly benefitted 
as the Bloomberg Commodity 
Index gained 25.5% in Q1. 
On the other hand, importer 
countries like Egypt faced 
mounting pressures from 
rising import prices while 
Russia suffered western 
sanctions for its actions 
against Ukraine.

With the war in Ukraine in 
its second month, pressure 

is increasing on countries to introduce 
deeper and stronger sanctions on Russia, 
including on oil and gas, potentially 
adding to oil-flow disruption and 
supporting prices at elevated levels. 
Although the possibility of intensifying 
sanctions is offsetting the impact of a 
vast release by the US from its strategic 
petroleum reserves, OPEC+'s output hikes 
may continue to fall short of the planned 
400k bbl/day and continue to keep oil 
prices elevated. The region led by Saudi 
and the UAE continues to benefit from 
higher oil price, which has gained close 
to 40% in Q1, helping the S&P Pan Arab 
Composite Index rally 14.1% in Q1, as 
more global flows have been diverted to 
the region, given its strength and strategic 
position as major oil producer with 
currencies pegged to the USD.

The MSCI EM Index  
fell for a third straight 
quarter, its worst run  

since 2018, as EM  
investors re-assessed 

 their strategy and 
positioning. 
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•  Risk appetite improved in March as investors digested 
volatile news flows from the war and also got further 
clarity from the Fed. Global equity fund flows were 
strong in March as well with growth-oriented funds 
being preferred over their value counterparts and 
continued firm interest in broad-based tracker funds. 

•  In fixed income, government-only and investment-
grade funds garnered the lion’s share of flows as rising 
yields and wider spreads respectively attracted firm 
investor interest for the safety and potential reward in 
the intermediate and longer duration end of the yield 
curve.

•  Commodity funds continued to see high inflows with 
investors flocking to gold funds in March amid fast-
rising inflation expectations and persistent geopolitical 
uncertainty.

•  The ongoing war of attrition between Russia and 
Ukraine is likely to be prolonged and has already 
had unpredictable impacts on the global economy 
and has come within a climate of already elevated 
inflation and macro headwinds. 

•  Given the current state of the global economy is 
extremely uncertain with high levels of inflation and 
even a potential recession on its way, it is natural 
for investors to be confused about what financial 
choices to make.

•  History suggests that the biggest mistake an investor 
can make in such times is to liquidate a large part of 
the portfolio or make drastic changes to it. During 
such times, doing nothing significant while tinkering 
at the margins is likely a prudent strategy.

•  One of the fundamental rules of successful investing 
is buying low and extraordinary times like we are 
currently in throw up several bargain opportunities as 
the likelihood of assets/markets being mispriced is 
higher. 

•  At the time of this writing, the tech-heavy Nasdaq 
is down 14.5% year-to-date but hides deeper pain 
in its bottom quartile constituents, the S&P500 is 
down only 7.5% while oil is up over 40% and gold 
is up almost 8%. This shows the appeal for suitable 
diversification only becomes more compelling in 
crises and allocating into broad-based ETFs provides 
the desired risk-return trade-off. Safe haven assets 
like gold, silver also provide much-needed alpha in a 
volatile geopolitical and inflationary environment. 

•  Meanwhile, floating rate notes, shorter duration IG 
and select HY bonds from resilient credits provide 
the right balance between stability and income in 
the backdrop of tightening liquidity conditions and 
geopolitical uncertainty. Also, it is worthwhile to 
note that quality top-rung banks actually benefit 

and make a much higher interest rate margin in a rising 
interest rate environment. Also, the economic impact of 
the war will hurt Europe a lot more than the US given the 
bloc’s proximity to the war zone and the reliance of major 
European economies on Russian gas.

•  Higher commodity-driven inflation, higher defence 
spending, and greater thrust behind efforts to wean off 
fossil fuels is likely to benefit real assets like quality REITs 
that can produce sustainable income.

•  That said, how exactly things will pan out is anybody’s 
guess at this point in time. Investors need to brace for 
higher volatility and periodic drawdown events. One 
cost-effective way to hedge against unexpected volatility 
is to have a higher cash allocation.

•  Overall, it is advisable to rotate part of the portfolio into 
less-risky parts of the market given heightened volatility 
and prudent portfolio management is going to require 
tactful asset class and security selection.

Fund Flows

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 70.0% 75.0% 45.0% 52.5% 20.0% 25.0%

Developed Markets 63.6% 71.3% 34.6% 44.6% 13.5% 18.8%

US Sovereigns 3.6% 7.5% 1.3% 2.6% 0.5% 0.6%

Developed Market Sovereigns 3.8% 7.5% 1.3% 2.6% 0.4% 0.6%

Developed Market Aggregate (IG) 48.2% 56.3% 19.0% 28.9% 7.0% 10.0%

Developed Market High Yield 8.0% 0.0% 13.0% 10.5% 5.6% 7.5%

Emerging Markets Fixed Income 6.4% 3.8% 10.4% 7.9% 6.5% 6.3%

Equities 20.0% 17.5% 37.5% 35.0% 63.5% 60.0%

Developed Markets 14.8% 13.6% 28.3% 27.1% 47.6% 46.5%

US Equities 10.5% 8.8% 20.0% 17.5% 33.6% 30.0%

European Equities 3.7% 3.5% 7.0% 7.0% 12.0% 12.0%

Japanese Equities 0.6% 1.3% 1.3% 2.6% 2.0% 4.5%

Emerging Markets Equities 5.2% 3.9% 9.2% 7.9% 15.9% 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% 4.7% 5.0%

Gold 0.0% 0.0% 2.0% 1.9% 3.7% 3.8%

Silver 0.0% 0.0% 0.5% 0.6% 1.0% 1.3%

Cash & Equivalents 7.5% 5.0% 10.0% 5.0% 7.8% 5.0%

 Underweight    Cautious    Neutral   Favour   Overweight

•  The Russia-Ukraine war has driven volatility higher across the 
board, though we witnessed some signs of stabilization in 
March. While macroeconomic conditions have deteriorated 
to some extent, the impact is not uniform across countries. 
Our base case outlook for 2022 envisages moderating but 
still above-trend global growth, along with resilient corporate 
profits albeit challenged by a less favorable inflation/
monetary policy mix. We remain moderately constructive on 
equities, underweight duration and overweight cash.

•  The task for central banks, especially the Fed and the ECB, is 
not easy and the potential for policy mistakes is high amid a 
highly uncertain economic outlook. Despite hiking rates for 
the first time since 2018, the Fed continues to stay behind the 
curve and exposed to policy error. 

•  With the growth/inflation mix now further challenged, we 
continue our neutral stance on risk assets, but recognise that 
buying opportunities remain. The US should continue to be 
more resilient compared to Europe, given the bloc’s higher 
vulnerability to the Russia-Ukraine conflict, and therefore we 
are relatively more positive on US versus European equities. 
Our razor-sharp focus on companies with above-average 
sales growth, sustainable margins and valuations justified by 
growth remains intact.

•  The commodity squeeze goes far beyond energy to include 
agri-commodities and metals. Against this backdrop, we 
continue to advocate meaningful allocation into inflation 
beneficiaries (Commodities, TIPS) and some exposure to 
precious metals (gold, silver) as inflationary pressures run the 
risk of getting unanchored.

•  Recent hawkish turns by central banks confirm that the rate 
direction is up. We continue to hold a short duration bias 
while we remain tactically ready to exploit mispricing along 

the entire yield curve. We expect floating rate notes, shorter 
duration IG and select HY bonds from resilient issuers to 
provide the right balance between stability and income. 
Regionally, we continue to seek opportunities in fairly 
priced sukuk and bond issues due to favourable risk-reward 
dynamics, improving macro and scarcity of supply. 

•  As visibility is still too low around both inflation and growth 
and the outcome of the Russia-Ukraine crisis remains 
highly uncertain, we continue to favour defensive growth 
areas that can produce sustainable income. We like real 
assets and prefer REITs catering to alternative real estate 
sectors such as medical technology parks, data centres and 
residential housing.

•  Rising commodity prices warrant a nuanced EM investment 
strategy based on a bottom-up thesis. While countries like 
Saudi and the UAE are clear beneficiaries and are pricing 
in a lot of positives, large importers like India will see a 
widening of deficits but remain better prepared to weather 
the storm. We prefer to play the commodity rally via select 
large cap equities and broad commodity ETFs.

•  While at the moment we don’t see significant risk of a 
liquidity crunch, the need to remain vigilant and build 
liquidity cushions is high. Volatility will remain elevated  
and we strongly recommend investors to build resilient 
portfolios and stay broadly diversified in the face of rising 
geopolitical uncertainty and fast normalizing monetary 
policy. A higher cash allocation is one good way to cushion 
against sharp drawdowns.

•  Importantly, we are employing ESG factors across 
portfolios, including focusing on companies that are putting 
environmental stability at the forefront of their business 
strategies.

Asset Allocation Views
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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

Gurpreet Singh Vacher 
Director-Product and Investment Solutions 
gurpreet.singh@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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