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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

42.5% 52.5%Fixed Income

2.5% 2.5%Commodities

12.5% 5.0%Cash

37.5% 35.0%Equities

Global equities continued their downward 
trajectory in February as well, initially amid rising 
expectations for faster monetary tightening and 
later driven by huge uncertainty stemming from 
Russia’s invasion of Ukraine.

Investor attention rapidly shifted from monetary 
policy to the conflict in Ukraine and had a 
dampening impact on forward expectations for 
rate hikes by the Fed.  

European equities have taken a beating so far this 
year as the region is bearing the direct brunt of 
Russian invasion’s initial impact, with higher energy 
costs hurting consumers and the level of sanctions 
pressuring the bloc’s growth. 

Although rising commodity prices have 
underpinned the FTSE100 this year, given its 
significant weighting to energy and mining 
sectors, the outlook for the UK economy is far from 
bright as the economy suffered the most among 
developed economies due to strict Covid-related 
restrictions and now grapples with spiralling 
inflationary pressures. 

The combination of the Russia-Ukraine crisis, 
domestic regulatory uncertainty and concerns 
over Fed rate hikes continue to weigh on Chinese 
markets. Also, the Covid situation in China is to be 
monitored closely for its impact on supply chains 
and further monetary and fiscal support.

The rising USD alongside the oil price run-up will 
intensify the pressure on EM central banks to bring 
forward their tightening cycle and hike rates more 
aggressively. 

The oil-supply shock is benefitting the region 
and is getting reflected on the bourses and also 
in the relative outperformance in fixed income. 
The Bloomberg Commodity Index, which tracks 
energy, metals and agri-commodities, surged to its 
highest in more than seven years.

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.

Asset Class Views
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Global equities continued their 
downward trajectory in February 
as well, initially amid rising 

expectations for faster monetary tightening 
and later driven by huge uncertainty 
stemming from Russia’s invasion of 
Ukraine. Risk appetite in global markets 
plummeted after the invasion and the 
ensuing sanctions by the US and its allies. 
In response, global growth equities were 
hit hard as the tech-heavy Nasdaq fell 3.4% 
while the broader S&P500 
outperformed but still fell 
by 3.1%. Most commodities 
surged on supply concerns 
with Brent crude oil surging 
past the USD100/bbl mark. 
For the global economy, what 
happens to energy prices over 
the coming weeks is going to 
be the most important factor 
in deciding how central banks 
react. Developed equities 
declined 2.7% while emerging 
market (EM) equities lost 3.1% 
in February.

Investor attention rapidly 
shifted from monetary policy to the 
conflict in Ukraine and had a dampening 
impact on forward expectations for rate 
hikes by the Fed.  It is unclear yet how 
Russia’s war against Ukraine will end but 
most scenarios appear to exacerbate the 
current inflation problem. Soaring raw 
material prices could add to already inflated 
inflationary pressures, raising the prospect 
of stagflation. Torn between the prospects 
of a sharp growth slowdown and inflationary 
pressures, the Fed would likely embark on 
a slower path of rate hikes than previously 
anticipated. Yields fell sharply on the last 
day of February on heightened risk aversion 
and the US 10-year Treasury yield ended 
the month at 1.83%, higher by 5bps. With 
widening of credit spreads, the Global 

Aggregate Bond index fell 2.0% while its 
high yield counterpart fell 1.8%.

European equities have taken a beating 
so far this year as the region is bearing 
the direct brunt of Russian invasion’s initial 
impact, with higher energy costs hurting 
consumers and the level of sanctions 
pressuring the bloc’s growth. Government 
bond yields have fallen across the Euro-
area in response to the conflict and the 

pan-European Stoxx 600 is 
down 7.1% year-to-date. In 
response, several members 
of the ECB suggested that 
the central bank can't yet 
take a definitive stance on 
how monetary policy should 
respond to the fluid situation. 
Meanwhile, the EUR has come 
under pressure at the time of 
this writing amid heightened 
investor fears. The EUR 
ended flat against the USD in 
February.

With headline inflation in 
January at 5.5% and core 

inflation rising to 4.4% year-over-year, the 
UK’s consumer confidence in February 
fell to its lowest level since the start of 
the pandemic. Rising interest rates, tax 
hikes, soaring energy bills and food 
prices are dampening the fragile demand 
environment. Although rising commodity 
prices have underpinned the FTSE100 
this year, given its significant weighting to 
energy and mining sectors, the outlook 
for the UK economy is far from bright as 
the economy suffered the most among 
developed economies due to strict Covid-
related restrictions and now grapples 
with spiralling inflationary pressures. The 
FTSE100 ended flat in February while the 
GBP edged lower by 0.2% against the 
USD.

Soaring raw material  
prices could add to 

 already inflated  
inflationary pressures, 
raising the prospect of 

stagflation. 
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While Japan joined G-7 in ordering 
sanctions on Russia following it’s invasion of 
Ukraine, the omicron wave hit record levels 
at home, threatening another economic 
contraction after last quarter's rebound. 
While cases have peaked, the government 
still prefers to extend a state of semi-
emergency for major industrial centres. The 
BoJ stepped in to defend its 10-year yield 
target despite ongoing speculation it may 
adjust policy as other global central banks 
take a more hawkish stance. 
The Nikkei 225 fell 1.8% in 
February while the safe-haven 
JPY benefitted from the 
conflict and ended the month 
flat against the USD.

China, the world’s biggest 
oil importer and goods 
exporter, has so far enjoyed 
benign inflation. But its 
economy remains vulnerable 
as producers face high 
input costs and concerns 
over energy shortages. 
Also, the Covid situation in 
China is to be monitored 
closely for its impact on supply chains 
and further monetary and fiscal support. 
The combination of the Russia-Ukraine 
crisis, domestic regulatory uncertainty and 
concerns over Fed rate hikes continue to 
weigh on Chinese markets. The Shanghai 
Composite was up 3.0% in February as 
China’s economy gained momentum, 
suggesting the government’s pro-growth 
policies and loosening monetary stance 
have started to kick in. 

Although the global economy overall is 
worse off by the surge in oil prices, energy 
exporters stand to benefit from the oil 
boom. While Saudi Arabia, Kuwait and the 
UAE can look forward to a windfall, the 
biggest losers would be energy importers 

such as South Korea, India and Japan. 
Elevated oil prices could adversely 
impact countries like India, with its high 
dependency on oil imports. The rising 
USD alongside the oil price run-up will 
intensify the pressure on EM central banks 
to bring forward their tightening cycle and 
hike rates more aggressively. Meanwhile 
and amid severe economic sanctions, 
Russia’s access to its forex reserves, 
willingness to pay and the mechanisms 

for making coupon payments 
will all come into play, raising 
a big question for Russian 
foreign debt holders in the 
coming weeks and months. 
The MSCI EM Index fell 3.1% 
in February while the MSCI 
EM Currency Index lost 0.5%.

The dramatic escalation of 
the Russia-Ukraine crisis is 
manifesting itself primarily 
via energy markets, putting 
upward pressure on inflation 
and lowering growth even 
as it benefits oil-exporting 
regional economies. 

The Bloomberg Commodity Index, 
which tracks energy, metals and agri-
commodities, surged to its highest in 
more than seven years. Brent crude 
reached USD101/bbl, nearing the peak it 
reached in 2014. Against this backdrop, 
the OPEC+ has so far resisted calls for 
faster production increases and could 
face renewed pressures to increase 
supply meaningfully. The oil-supply shock 
is benefitting the region and is getting 
reflected on the bourses and also in the 
relative outperformance in fixed income. 
The S&P Pan Arab Composite gained 
2.7% in February as Brent rallied 10.7% 
and is up 30% year-to-date. WTI gained 
8.6% in February.

Russia’s access to its  
forex reserves, willingness  
to pay and the mechanisms 

for making coupon 
payments will all come  
into play, raising a big 

question for Russian foreign 
debt holders in the coming  

weeks and months. 
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•  Global equity fund flows rose in February compared 
to the previous month but were concentrated 
toward blended and value sectors of the market. 
Concerns about faster central bank tightening were 
overshadowed by heightened geopolitical tensions. 
Growth funds remained out of favour but didn’t see 
further redemptions compared to the previous month.

•  In fixed income, Russia’s invasion of Ukraine brought 
back the appeal for safe-haven trades. Government-
only funds and investment-grade funds garnered 
significant inflows at the expense of higher-yielding 
funds. Flattening of the yield curve amid high interest 
rate volatility also benefitted floating rate funds.

•  Commodity funds continued to see high inflows with 
investors preferring broad-based commodity exposure 
in February as compared to greater interest in gold 
funds in January.

•  The disruption to supply chains and Russia’s status as 
key producer of energy,  agricultural commodities as 
well as crucial industrial commodities like aluminium, 
steel is likely to manifest itself via higher inflation. 
Meanwhile, Ukraine accounts for over 50% of neon 
exports, a key input in semiconductors, which is 
likely to exacerbate already strong demand and 
supply pressures for chips.

•  Although geopolitics is likely to reduce the Fed’s 
ability to raise interest rates, persistently high 
inflation will complicate the ability of central banks 
to navigate a growth shock and exposes the global 
economy to stagflation – a period of high inflation 
with low to negative growth. 

•  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.

•  Firstly, as safe haven assets, we believe 
additional exposure to gold, silver is 
warranted both from a geopolitical and the 
inflationary standpoint.

•  We remain moderately constructive 
on equities especially post the recent 
correction leading to bear market territory 
as our base case outlook for 2022 
envisages slowing but moderate global 
growth, along with resilient corporate 
profits despite a less favorable inflation/
monetary policy mix. Also, we expect 
floating rate notes and select HY bonds 
from resilient credits to provide the right 
balance between stability and income 
in the backdrop of tightening liquidity 
conditions and geopolitical uncertainty.

•  Higher commodity-driven inflation, higher defence 
spending, and greater thrust behind efforts to wean off 
fossil fuels is likely to benefit real assets. We advocate 
defensive growth areas that can produce sustainable 
income as the near-term outlook on both inflation and 
growth remains highly uncertain. We like REITs catering 
to alternative real estate sectors such as medical 
technology parks, data centres and residential housing. 

•  Going forward, volatility is likely to stay elevated and it 
is advisable to stay the course as history has shown that 
market impact of short-term limited wars is fleeting and 
risk assets swiftly bounce back once hostilities cease. 
While volatility can benefit balanced portfolios in the 
long run, we still recommend having a higher allocation 
to cash (approx. 10%) to capitalize on possible sharp 
drawdowns within both equities and fixed income.

Fund Flows Fund Flows (Feb 1 to Feb 28, 2022)

Source: EIBank, Bloomberg
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Source: EIBank, Bloomberg

Asset Allocation in a volatile geopolitical environment
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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 61.8% 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) 47.6% 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 5.7% 3.8% 9.1% 7.9% 5.5% 6.3%

Equities 19.0% 17.5% 37.5% 35.0% 63.5% 60.0%

Developed Markets 14.0% 13.6% 28.3% 27.1% 47.6% 46.5%

US Equities 10.0% 8.8% 20.0% 17.5% 33.6% 30.0%

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

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

Emerging Markets Equities 5.0% 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 11.0% 5.0% 12.5% 5.0% 9.3% 5.0%

 Underweight    Cautious    Neutral   Favour   Overweight

•  The escalating geopolitical situation between Russia and 
Ukraine puts further pressure on already-high inflation via 
rising commodity prices and comes at a delicate time for 
central banks. Our base case outlook for 2022 envisages 
slowing but moderate global growth, along with resilient 
corporate profits despite a less favorable inflation/monetary 
policy mix. We remain moderately constructive on equities 
especially post the recent correction.

•  Inflation is complicating central bank policy, supply 
disruptions are depressing economic output. With the 
growth/inflation mix now further challenged, we continue 
our neutral stance on risk assets but with a sharper focus on 
companies with above-average sales growth, sustainable 
margins and valuations justified by growth. 

•  Amid recent geopolitical developments that have worsened 
an already bad problem of high inflation, we expect prices 
to remain stubbornly high in 2022 and their trajectory will 
depend on how Russia’s war on Ukraine plays out. We 
continue to advocate meaningful allocation into inflation 
beneficiaries (Commodities, TIPS) and some exposure to 
precious metals (gold, silver).

•  We expect floating rate notes and select HY bonds from 
resilient issuers to provide the right balance between stability 
and income in the backdrop of tightening liquidity conditions. 
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. 

•  In 2022, central banks have their task cut out to control 
inflation at a time when geopolitics puts downward 
pressures on growth rates. A lot of the asset-return 
expectations going forward hinge on a well-behaved 
reduction in inflationary pressures. As the near-term outlook 
on both inflation and growth remains highly uncertain, we 
favour defensive growth areas that can produce sustainable 
income. We like REITs catering to alternative real estate 
sectors such as medical technology parks, data centres and 
residential housing.

•  Rising commodity prices warrant a prudent EM investment 
strategy that differentiates winners from potential losers. 
While countries like Saudi and the UAE are set for a windfall, 
large importers like India will see a widening of fiscal deficit. 
We prefer to play the commodity rally via select regional 
names within large-cap financials and industrials. 

•  Above all, we strongly recommend investors to stay broadly 
diversified as volatility is expected to be elevated with 
covid variants, geopolitical uncertainty and normalizing 
fiscal and monetary policy being major risks to be wary of. 
Investors will need to manoeuvre higher volatility and sharp 
drawdowns based on geopolitics and inflation.

•  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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