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 Overweight,   Favour,   Neutral, 

 Cautious,   Underweight

* Allocations are based on a Balanced Risk Profile

Asset Class Current
Allocation*

Benchmark
Allocation*View

3.5% 5.0%Real Estate

46.5% 52.5%Fixed Income

2.5% 2.5%Commodities

12.5% 5.0%Cash

35.0% 35.0%Equities

Global markets witnessed a high degree of volatility 
in the month of May and even though global equities 
ended flat post the intra-month drawdown and sharp 
rally, the underlying economic environment underwent 
a significant shift through the month. 

Global investment-grade debt returned 0.3% in May, the 
first monthly gain since July last year, while US Treasuries 
recorded their best month since November as investors 
started to see value in fixed-income assets. 

The surge in energy costs prompted by the war in 
Ukraine has wedged the ECB between spiralling 
inflation and a weakening economy.  High debt is 
also complicating the ECB’s plans to fast normalize 
monetary policy.

Spiralling inflation is posing a unique challenge to the 
BoE amid sharply slowing growth and this has put 
downward pressure on the GBP.

Japan’s economic recovery is slowing as exports and 
investment are now under pressure from rising raw 
material prices and as China's Covid-Zero stance hits 
external demand. Meanwhile, a strong Dollar and 
Japan's high interest rate differential with the US has 
weighed on the JPY against the USD.

China's economic slowdown deepened in May as 
major city lockdowns hit manufacturing, construction, 
and service-sector activity. In response, authorities 
ordered state-owned banks to set up a USD120 bn 
line of credit for infrastructure projects as it leans on 
construction to stimulate an economy impacted by 
harsh lockdowns.

Emerging market bonds have suffered their worst 
losses in almost three decades, hit by rising global 
interest rates amid high inflation, slowing global 
growth and the supply disruptions caused by the war.

OPEC and its allies agreed to accelerate oil production 
by 650k bbl/day in July and August, up from a planned 
increase of 400k bbl/day amid intense pressure to 
cool oil prices after the EU agreed to ban Russian oil 
imports later this year. 

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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Global markets witnessed a high degree 
of volatility in the month of May and even 
though global equities ended flat post 
the intra-month drawdown and sharp rally, 
the underlying economic environment 
underwent a significant shift through the 
month. Growth slowdown, rather than 
inflation, emerged as the predominant 
concern in the last week of the month 
as consumer confidence approached 
record lows. This introduced volatility 
into the markets although 
unemployment rates and 
earnings estimate revisions 
held up well. Overall and 
after a painful April, there 
was some respite in May, 
with significant compression 
of valuations,  as developed 
equities returned -0.2 % 
while emerging market (EM) 
equities were marginally 
up by 0.1%. Commodities 
continued to perform well 
while real estate was the worst 
performing asset class as 
leading indicators suggested 
the US and UK housing 
markets are starting to slow.

Global investment-grade debt returned 
0.3% in May, the first monthly gain since 
July last year, while US Treasuries recorded 
their best month since November as 
investors started to see value in fixed-
income assets. Rising risk of recession 
amid aggressive central bank tightening, 
speculation that rate hikes are increasingly 
getting priced in and plain value-buying to 
lock in attractive yields were good reasons 
for the recovery. Meanwhile the global high 
yield index ended flat. The broad-based 
rally in bonds pushed the US 10-year yield 
down to 2.8% from a three-year high of 
3.2% in early May. 

The surge in energy costs prompted by the 
war has wedged the ECB between spiralling 

inflation and a weakening economy.  
High debt is also complicating the ECB’s 
plans to fast normalize monetary policy. 
However, some improvement in European 
consumer confidence and resilient 
business surveys should provide the ECB 
some confidence as it looks to raise rates 
in the face of record high inflation. To 
make matters worse, Europe decided 
to embargo Russian seaborne oil, which 
further raised the risk of retaliation from 

Russia, limits further the 
tightened supply and adds 
to the challenging inflation 
problem. The recent gains 
in the EUR have been driven 
by a more hawkish stance 
from the ECB, which could 
help narrow the interest-rate 
gap with the Fed, and as the 
dollar haven trade gets too 
crowded. The pan European 
Stoxx600 lost 1.6% in May 
while the EUR gained 1.8% 
against the USD.

UK consumers are being 
urged to brace for inflation 

getting worse before it gets better as 
soaring costs force retailers to keep 
raising prices. Employment in the UK fell 
to the lowest level since 1974 supported 
by an acceleration in wage growth, but 
with inflation very high, real wages remain 
deeply negative. Spiralling inflation is 
posing a unique challenge to the BoE 
amid sharply slowing growth and this 
has put downward pressure on the GBP. 
A large weighting to the energy sector 
continued to benefit UK equities and the 
FTSE100 gained another 0.8% in May 
while the GBP rose 0.2% against the USD.

Japan’s economic recovery is slowing as 
exports and investment are now under 
pressure from rising raw material prices 
and as China's Covid-Zero stance hits 
external demand. Meanwhile, a strong 

Growth slowdown,  
rather than inflation, 

emerged as the  
predominant concern  

in the last week 
 of the month as  

consumer confidence 
approached record lows.
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Dollar and Japan's high interest rate 
differential with the US has weighed on 
the JPY against the USD. Even after its 
rebound last month, the JPY remains the 
worst performer among its G-10 peers over 
the past three months, with an over 9% 
drop against the USD amid a divergence in 
monetary policy between the two countries. 
The export-oriented Nikkei225 returned 
1.6% in May, aided by the weaker JPY which 
gained 0.8% against the USD after two 
consecutive months of losses.

China's economic slowdown 
deepened in May as 
major city lockdowns hit 
manufacturing, construction, 
and service-sector activity. 
With Shanghai's lockdown 
extended into late May and 
virus restrictions tightened 
in Beijing and other areas, 
downward pressures remained 
intense. Meanwhile, a record 
cut in mortgage rates failed 
to get much traction due to 
the strict zero-Covid policy. 
Overall, China’s government 
is now willing to roll out fiscal measures 
to support the economy and more fiscal 
steps are expected. At the time of this 
writing, authorities ordered state-owned 
banks to set up a USD120 bn line of credit 
for infrastructure projects as it leans on 
construction to stimulate an economy 
impacted by harsh lockdowns. The Shanghai 
Composite was up 4.6% in May while the 
CNY fell 1.0% against the USD. 

China’s Covid-19 curbs continued to 
disrupt supply chains and dampen demand 
within EM, even as a firm USD,  rising 
Treasury yields and ensuing impact on 
current account and macro indicators 
have adversely impacted EM risk assets. 
Emerging market bonds have suffered their 
worst losses in almost three decades, hit 
by rising global interest rates amid high 

inflation, slowing global growth and the 
supply disruptions caused by the war. 
While past US rate hiking cycles have 
coincided with rallies in EM, this time 
may be more challenging because the 
Fed hasn’t tempered its tightening with 
accommodative rhetoric like it did in the 
past as inflation remains extremely high 
and sticky. However, weakness in the 
Dollar came as a respite for EM assets 
last month and the equity gauge MSCI 

EM Index ended the month 
flat after four consecutive 
months of losses. The MSCI 
EM Currency Index was also 
up 0.5%.

Commodity-sensitive 
segments of the global 
equity markets lost some 
momentum in May but still 
generally lead for the year. 
Saudi equities ended their 
five-month winning streak in 
May, falling 5.9%, plagued by 
poor performance in banking 
and materials sectors, driven 
by foreign outflows due to 

contagion of global de-risking Meanwhile, 
OPEC and its allies agreed to accelerate 
oil production by 650k bbl/day in July 
and August, up from a planned increase 
of 400k bbl/day amid intense pressure 
to cool oil prices after the EU agreed to 
ban Russian oil imports later this year. In 
another testimony to the fact that high oil 
prices, strong macro indicators and broad 
economic reforms are drawing investors 
to the region, Borouge, a chemicals 
joint venture between the UAE’s main oil 
company and Borealis AG, surged in its 
trading debut after raising USD2 bn in 
Abu Dhabi’s biggest listing, with a 42x 
oversubscribed IPO. The S&P Pan Arab 
Composite fell 6.9% as a result of global 
risk off, while Brent gained 12.4% in May.

Commodity-sensitive 
segments of the  

global equity markets  
lost some momentum  

in May but still  
generally lead for  

the year. 
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•  May was a mixed month for risk assets in terms of flows 
but after consistent selling pressures for eight weeks 
global equity funds saw their biggest inflows in 10 
weeks, led by US stocks, as cheaper valuations lured 
buyers after a steep selloff on recession fears.

•  Investors ploughed back into equities in the last week 
of May after seven consecutive weeks of declines. 
US equities saw value buying while equity flows into 
Europe were tepid. Meanwhile, Asian equity funds 
witnessed strong inflows as investors bought into China 
after authorities signalled measures to stabilize the 
economy. 

•  In fixed income, shifting worries from inflation to 
slowing growth attracted buying into US government-
only funds, municipal bond funds and shorter-duration 
corporate HY funds. Flows into longer-duration IG 
funds were subdued.

•  Commodity funds saw outflows with heavy 
redemptions from gold funds as higher yields reduced 
their attractiveness. 

Fund Flows

Source: EIBank, Bloomberg

Brent S&P Pan Arab Composite
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•  Covid-19-related global supply chain disruptions 
and now Russia’s invasion of Ukraine are creating 
many winners and losers in economies and financial 
markets. The war amplified the jump in fossil fuel 
prices that was already underway as a result of 
the post-pandemic reopening demand, and the 
reluctance of OPEC+ to raise crude oil output 
substantially. It has exacerbated a tightening of 
the crude and fuels markets, and fanned inflation 
worldwide. 

•  While the recent widespread leap in most commodity 
prices due to supply-chain issues is no doubt 
temporary and should resolve with time, oil & gas 
prices are likely to stay elevated for longer as Russian 
supplies are brought to nought over time.

•  That said, the upturn in oil & gas prices is 
shifting income from consumers to producers. 
For Saudi Arabia, Qatar, the UAE and some 
other GCC economies, that's good news.

•  We believe the stars are aligning for the major 
regional economies which are poised to grow 
well above trend in the medium term, driven by 
surplus and also non-oil related growth fuelled 
by government spending, global investments, 
tourism growth, VAT revenues Our assumption 
for growth in these economies rests on a still-
low probability of a US recession and the view 
that fossil fuel prices could withstand a possible 
economic slowdown as crude supplies remain 
much tighter than during other recessionary 
periods owing to years of underinvestment.

•  Meanwhile, the MENA region especially the 
UAE has become a magnet for foreigners. The 
emirate has manged Covid relatively well and 
has become a destination of choice not only 
for travellers but also investors looking to setup 

permanent base given the country’s high rankings in 
ease of doing business, stable leadership, USD-pegged 
currency, and a low-tax regime.

•  Also, the region has defied a global slowdown in IPOs. 
Saudi, Abu Dhabi and Dubai have stepped up efforts to 
attract foreign investors by opening up their economies 
and successfully listing prized state-backed assets. The 
IPOs have helped raise capital to fund non-oil projects as 
part of a bigger plan to diversify oil-reliant economies. 

•  Meanwhile, major benchmark contributors like FTSE are 
forced to exclude Russia from their global indices in turn 
increasing weights, boosting liquidity and asset prices in 
Saudi, the UAE, and Qatar.

•  Overall, the relative attractiveness of the region has 
improved dramatically, and positives/strengths outweigh 
the risks as of now.
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S&P Pan Arab Composite vs. Brent Performance

Source: EIBank, Bloomberg



Multi Asset Strategies

Asset Class
Conservative Balanced Aggressive

ViewsCurrent 
Weight

Strategic 
Weight

Current 
Weight

Strategic 
Weight

Current 
Weight

Strategic 
Weight

Fixed-Income 70.8% 75.0% 46.5% 52.5% 20.5% 25.0%

Developed Markets 64.3% 71.3% 35.7% 44.6% 13.9% 18.8%

US Sovereigns 3.7% 7.5% 1.5% 2.6% 0.6% 0.6%

Developed Market Sovereigns 3.9% 7.5% 1.5% 2.6% 0.5% 0.6%

Developed Market Aggregate (IG) 48.4% 56.3% 19.4% 28.9% 7.2% 10.0%

Developed Market High Yield 8.3% 0.0% 13.3% 10.5% 5.6% 7.5%

Emerging Markets Fixed Income 6.5% 3.8% 10.8% 7.9% 6.6% 6.3%

Equities 19.0% 17.5% 35.0% 35.0% 60.0% 60.0%

Developed Markets 14.4% 13.6% 27.0% 27.1% 45.8% 46.5%

US Equities 10.3% 8.8% 19.5% 17.5% 32.5% 30.0%

European Equities 3.6% 3.5% 6.4% 7.0% 11.3% 12.0%

Japanese Equities 0.5% 1.3% 1.1% 2.6% 2.0% 4.5%

Emerging Markets Equities 4.6% 3.9% 8.0% 7.9% 14.2% 13.5%

Real Estate 1.7% 2.5% 3.5% 5.0% 4.5% 5.0%

Commodities 0.0% 0.0% 2.5% 2.5% 4.7% 5.0%

Gold 0.0% 0.0% 2.0% 1.5% 3.7% 3.0%

Silver 0.0% 0.0% 0.5% 0.5% 1.0% 1.0%

Diversified 0.0% 0.0% 0.0% 0.5% 0.0% 1.0%

Cash & Equivalents 8.5% 5.0% 12.5% 5.0% 10.3% 5.0%

 Underweight    Cautious    Neutral   Favour   Overweight

•  We are navigating a world beset by surging inflation, rising 
interest rates and geopolitical upheaval. The war in Ukraine 
has created profound changes to the global economy 
and monetary policy tightening does little to fix supply 
problems across the economy. While earnings revisions and 
consensus estimates are holding up, input costs are now 
rising fast, pointing to a potential margin squeeze.

•  In our view, it’s too early to position for a recession and 
investors should instead focus on adjusting asset allocation 
to higher for longer inflation. Portfolios should be adjusted 
for an environment of slowing growth and high but 
moderating inflation and we continue to advocate a tilt 
toward value shares, energy, and more defensive sectors, 
such as health care.

•  Even though inflation is likely to remain elevated in the 
medium term, Fed hawkishness has probably passed. 
With economic growth momentum having fallen in recent 
weeks, the Fed is likely to remain watchful. That said, bond 
markets will continue to face pressure from inflation and 
tighter monetary policy from the world’s central banks, 
making equities a better bet during this stage of the 
economic cycle.

•  The rapid monetary tightening priced in by markets has 
created more value in fixed income markets, but the asset 
class still faces the headwinds of high inflation, robust 
growth, and increasing government bond supply as central 
banks begin to unwind their balance sheets. We remain 

underweight duration and prefer IG over HY. If there 
are further signs of an economic slowdown, we expect 
duration will become more attractive

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

•  The commodity squeeze is likely to continue and is 
vulnerable to further disruptions if the war situation 
escalates. Against this backdrop, we continue 
to advocate meaningful allocation into inflation 
beneficiaries (broader commodity universe via ETF) 
and some exposure to precious metals (gold, silver) as 
inflationary pressures run the risk of getting unanchored.

•  Rising commodity prices warrant a nuanced EM 
investment strategy. We are closely watching monetary 
policy and the Covid trajectory in China to identify early 
signs on the EM space. 

•  Volatility will remain high and we strongly recommend 
investors to build resilient portfolios and stay broadly 
diversified in the face of rising nationalism, geopolitical 
uncertainty and fast normalizing monetary policy. 
Holding cash can serve as dry powder to capitalize on 
dislocations.

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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