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* Allocations are based on a Balanced Risk Profile

Asset Class Current
Allocation*

Benchmark
Allocation*View

3.5% 5.0%Real Estate

50.0% 52.5%Fixed Income

2.5% 2.5%Commodities

12.0% 5.0%
Cash & Cash 
Equivalents

32.0% 35.0%Equities

October had a similar market reaction as August 
and September with initial pessimism followed by 
expectations of a Fed pause sooner than later. 

Data releases in October kept up pressure on the Fed 
to stay the course. In response and at its November 
meeting, the Fed delivered a 75bps rate hike and is 
expected to follow through with another 50bps hike in 
December.

Europe has spent an enormous USD105 bn stockpiling 
gas since the war began, demand is being dialled 
down and countries within the bloc are scrambling 
to cushion the blow from spiralling energy costs to 
households and businesses. 

While inflation is rising at a record pace in the UK, the 
risk of a severe recession is high, potentially limiting 
how high interest rates can go. The new UK PM vowed 
to deliver a much more restrained budget in mid-
November and all but reversed many of the tax cuts 
announced by the previous short-lived administration.

China’s zero-Covid strategy relies on lockdowns 
and mass testing to stamp out infections and has 
weighed heavily on the country’s economy this year. In 
aggregate, demand remains weak, and the economy 
needs more support.

Emerging markets are under pressure from rising cost 
of debt, slowing growth and soaring yields. In our 
view, pressure on EM currencies and risk assets will 
continue at least through mid-2023 as a hawkish Fed 
continues to tighten domestic financial conditions and 
a challenging global environment continue to push the 
USD higher.

The OPEC+’s concern about a slowing global economy 
motivated its cuts to crude oil output in October 
despite worries about supply shortages following 
Russia's war with Ukraine.

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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October had a similar market 
reaction as August and September 
with initial pessimism followed by 

expectations of a Fed pause sooner than 
later. On the one hand, geopolitical risks 
remained at the forefront on investors’ 
minds, with tensions between Russia and 
Ukraine escalating further. On the other, 
global supply chain constraints continued 
to ease, and European governments took 
further steps to mitigate the impact of 
high energy costs on their 
businesses and consumers. 
Meanwhile, Q3 results 
underscored growing pressure 
from rising costs and how 
the stronger dollar will 
continue to hurt US corporate 
forward earnings. On the 
month, developed equities 
gained 7.1%, led by the 
S&P500 which was up 8.0%, 
outperforming their emerging 
market (EM) peers, which 
lost 3.2%, dragged lower 
by severe losses in Chinese 
equities.

October was a relatively mixed month, 
with divergence in moves across different 
segments of the fixed income market. We 
started with the usual reaction post-CPI 
reading, with government bond yields 
creeping higher. In the second half of the 
month, markets started to toy with the idea 
of a Fed pause with risk assets posting 
overall solid returns. In aggregate, data 
releases in October kept up pressure on 
the Fed to stay the course. In response 
and at its November meeting, the Fed 
delivered a 75bps rate hike and is expected 
to follow through with another 50bps hike 
in December. Money-market traders now 
see the effective Fed funds rate hitting a 
peak just below 5.0% in May and being 
not far below that by the end of 2023. On 
the month, bond yields continued to push 
higher, with global IG bonds delivering a 

-0.3% return while their HY counterparts 
were up 2.1%.

Europe has spent an enormous USD105 
bn stockpiling gas since the war began, 
demand is being dialled down and 
countries within the bloc are scrambling 
to cushion the blow from spiralling energy 
costs to households and businesses. While 
for now, supply is being managed well 
and sufficient to get through the coming 

winter, a lot still depends on 
being able to reduce demand, 
which comes at a cost to 
growth. Despite the still 
uncertain macro-outlook, the 
ECB delivered a 75bps rate 
hike in October with a hawkish 
guidance as Euro-area inflation 
surged to a fresh all-time high. 
Meanwhile, rising interest rates 
and financial-market volatility 
are pressuring the likes of 
France and Poland to dial back 
financial support. The pan-
European Stoxx600 gained 
6.3% in October while the 
EUR appreciated 0.8% to 0.99, 

below parity with the USD.

The BoE delivered its biggest interest rate 
increase in 33 years but a deteriorating 
economic outlook and looming fiscal 
consolidation has prompted the central 
bank to move less aggressively going 
forward. While inflation is rising at a 
record pace in the UK, the risk of a severe 
recession is high, potentially limiting how 
high interest rates can go. UK gilts rallied 
in October along with the GBP after Rishi 
Sunak was appointed the new UK PM 
vowed to deliver a much more restrained 
budget in mid-November and all but 
reversed many of the tax cuts announced 
by the previous short-lived administration. 
The FTSE100 gained 2.9% while the GBP 
rose 2.7% against the USD in October, in 
the aftermath of political stability. 

 Q3 results underscored 
growing pressure from  

rising costs and how  
the stronger dollar  

will continue to hurt US 
corporate forward earnings
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Despite core inflation accelerating far above 
the 2% target, the BoJ is sticking with its 
yield-curve control to support funding for 
firms until the economy returns to pre-
Covid conditions. Several new government 
policies are easing pains for households, 
but unlikely to reverse the slowing growth 
trend. Extended fuel-price caps and 
electricity subsidies should help restrain 
inflation, buying more time for the BoJ to 
keep easing. As long as the BoJ stands 
pat, a widening US-Japan 
interest rate gap will continue 
to weigh on the JPY. On 
the month, the Nikkei 225 
rallied 6.4% while the JPY 
fell another 2.7% against the 
USD, despite active central 
bank intervention to support 
the currency.

China’s zero-Covid strategy 
relies on lockdowns and mass 
testing to stamp out infections 
and has weighed heavily on 
the country’s economy this 
year. The core CPI, which 
excludes food and energy, 
slowed to 0.6% year on year and has stayed 
at or below 1% for six consecutive months, 
underlining disinflationary pressures. In 
aggregate, demand remains weak, and the 
economy needs more support. Meanwhile, 
the sharp equities pullback after China's 
leadership changes has further unnerved 
foreign investors. That said, based on 
valuations and that a lot of the bad news 
has been baked in, investor sentiment 
is more geared toward the upside than 
the downside, especially after a slew of 
govenrment support measures. On the 
month, the Shanghai Composite lost 4.3% 
while the CNY fell 2.7% against the USD, 

Emerging markets are under pressure 
from rising cost of debt, slowing growth 
and soaring yields. While declining forex 
reserves are exposing capital accounts of 

several EM economies, risks are mostly 
concentrated in smaller EM countries. 
In our view, pressure on EM currencies 
and risk assets will continue at least 
through mid-2023 as a hawkish Fed 
continues to tighten domestic financial 
conditions and a challenging global 
environment continue to push the USD 
higher. That said, EM equity valuations 
are trading at near historic discounts 
versus their developed market peers 

and opportunities exist for 
prudent bottom-up portfolio 
construction across broad 
swathes of the EM complex. 
The broad equity gauge, the 
MSCI EM Index, dropped 
3.2% in October.

The OPEC+’s concern about 
a slowing global economy 
motivated its cuts to crude 
oil output in October 
despite worries about supply 
shortages following Russia's 
war with Ukraine. Although 
the oil market is indeed 
exhibiting both demand 

weakness and supply scarcity, we believe 
slowing global growth and any additional 
supply could easily trigger a reversal in oil 
prices, counterbalanced by likelihood of 
China's reopening. Overall, high oil prices 
have led to large fiscal surpluses for large 
oil exporters like Saudi and the UAE and 
broad economic activity in the MENA 
region has been resilient. The S&P Pan 
Arab Composite gained 2.0% in October 
while Brent gained 7.8% after four straight 
months of losses. Given the strong 
regional fundamentals, a flurry of new 
equity IPOs in the region continue to get 
traction with Empower and Taaleem to be 
listed on DFM and Americana Restaurants 
opting for dual listing in Abu Dhabi and 
Saudi Arabia.

EM equity valuations are 
trading at near historic 
discounts versus their 

developed market peers  
and opportunities exist  
for prudent bottom-up 
portfolio construction  

across broad swathes of 
the EM complex

EMIRATES INVESTMENT BANK pjsc www.eibank.com 03

NOVEMBER 2022MONTHLY INVESTMENT OVERVIEW



•  Investors piled into equities last month on anticipation of 
a Fed policy pause, increasing bets into US large caps, 
value, and growth. Among sectors, tech had the largest 
inflows. Flows into Europe continued to experience 
net outflows while flows into China-dedicated funds 
strengthened despite net outflows from global EM-
dedicated funds.

•  Fixed income ETFs also witnessed robust inflows as 
dovish signals from several developed central banks 
revived hopes that this year’s frantic pace of policy 
tightening has reached a plateau. Expectations of peak 
rates attracted value buying into municipal bond funds 
as well as mortgage funds. Flows into government-only 
funds were positive but decelerated relative to the prior 
month.

•  Outflows from commodity funds continued amid 
recessionary risks and tightening financial conditions. 
Gold funds continued to see saw heavy selling as rising 
interest rates increase opportunity costs to own the 
precious metal.

•  Cross-border FX flows remained weak while money 
market funds continued to see inflows.

Fund Flows

Source: EIBank, Bloomberg
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Shorter Duration US HY and Longer Duration IG - Attractive Risk-Reward
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•  US inflation cooled in October by more than forecast, 
offering hope that peak inflation may be ebbing and 
giving the Fed room to slow down after four jumbo 
rate hikes of 75bps each. While the deceleration 
in core inflation is welcome news, overall inflation 
remains much too high for comfort for the Fed and 
officials remain committed to keeping short-term 
interest rates elevated until clear signs of inflation 
downtrend emerge. Services inflation still remains 
quite high. 

•  Although chances on an inflation shock from here 
are low, elevated services and wage costs are likely 
to weigh on the Fed’s ability to pivot and rates are 
likely to remain higher for longer. Higher rates lead 
to tightening of financial conditions and increase the 
risk of recession. 

•  In our view, longer-term yields can probably 
decline from current levels even as the Fed 
keeps its target rate elevated, provided inflation 
continues to moderate. Typically based on past 
cycles, longer-term yields tend to start falling 
much sooner as monetary tightening cycles 
come to an end, especially as markets look 
ahead to the risk of a looming recession. 

•  Against this backdrop, longer-term government 
bonds may finally be worth a second look after 
some 14 months of drawdowns. 

•  The other thing to remember is that Treasuries 
benefit from a flight to safety. If the world 
economy tumbles into a recession in the coming 
months or any geopolitical shock, Treasuries will 
be in high demand. Under both the scenarios, 
longer-duration Treasuries and high-quality 
investment grade bonds look interesting, allbeit 
with interim volatility.

•  Moreover, US HY fundamentals remain strong as 

the US economy continues to chug along nicely aided 
by a hot jobs market and a strong consumer. 

•  Although the US HY Index yield-to-worst stands 
at almost 9.0%, above the March 2020 covid-crisis 
peak, the default rate in the last 12 months ended 
September is at 0.83%, and the distressed ratio stands 
at around 6.0%, way below previous crisis periods.

•  Meanwhile, limited high-yield maturity schedule until 
2025 allows issuers to choose optimal timing for new 
issuance. Also, credit quality in high yield is as high as 
it has ever been, with more than 50% of the market 
rated BB. We believe stronger companies are less 
likely to default on payments of principal or interest.

•  At current rates, investors can lock in lower-risk returns 
that well exceed 6% by simply investing in moderate-
duration IG bonds and quality, low duration high yield.

US HY Distressed Ratio %

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 72.5% 75.0% 50.0% 52.5% 24.0% 25.0%

Developed Markets 69.0% 71.3% 42.7% 44.6% 18.2% 18.8%

US Sovereigns 5.0% 7.5% 2.0% 2.6% 0.6% 0.6%

Developed Market Sovereigns 3.4% 7.5% 1.7% 2.6% 0.6% 0.6%

Developed Market Aggregate (IG) 55.6% 56.3% 29.5% 28.9% 10.2% 10.0%

Developed Market High Yield 5.0% 0.0% 9.5% 10.5% 6.8% 7.5%

Emerging Markets Fixed Income 3.5% 3.8% 7.3% 7.9% 5.8% 6.3%

Equities 15.0% 17.5% 32.0% 35.0% 55.0% 60.0%

Developed Markets 12.0% 13.6% 25.5% 27.1% 44.7% 46.5%

US Equities 9.0% 8.8% 18.5% 17.5% 33.0% 30.0%

European Equities 2.2% 3.5% 5.5% 7.0% 9.5% 12.0%

Japanese Equities 0.8% 1.3% 1.5% 2.6% 2.2% 4.5%

Emerging Markets Equities 3.0% 3.9% 6.5% 7.9% 10.3% 13.5%

Real Estate 2.0% 2.5% 3.5% 5.0% 3.5% 5.0%

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

Gold 0.0% 2.0% 2.0% 1.5% 4.0% 3.0%

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

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

Cash & Equivalents 10.5% 10.5% 12.0% 5.0% 12.5% 5.0%

 Underweight    Cautious    Neutral   Favour   Overweight

•  Despite the October rally in risk assets, we remain fairly 
cautious on the outlook as the economic backdrop looks 
increasingly challenging. Both markets and the real 
economy are transitioning away from the extraordinary 
Covid-related fiscal and monetary stimulus. The key risks 
we are monitoring continue to be persistence of inflation, 
consumer weakness, earnings downgrade, geopolitics and 
central banks overshooting monetary tightening. Overall, 
we are slightly underweight in equities, overweight fixed 
income and overweight cash in our multi-asset portfolios.

•  The prospect of slower growth is likely to weigh on 
earnings and valuations. Excluding energy and defensives, 
earnings momentum is now negative even as the strong 
USD weighs on the profits of multinationals. We continue 
to prefer companies with dominant market positions, 
inherent pricing power and low debt balance sheets. We 
like several large names in the US at current levels and 
remain cautious on Europe and EM equities as challenges 
remain from the need to tackle inflation. We advise 
to spread risks across a diversified Asian basket while 
adopting a long-term investment horizon for China. Income 
investors can consider diversifying income streams outside 
of fixed income via quality REITs and dividend equities.

•  The outlook for developed market fixed income is 
clouded by expected interest rate hikes needed to calm 
inflation concerns. Rates are still expected to increase at 
a moderating pace across the yield curve, which makes 
shorter-duration bonds a better defensive play. Broadly, 
we prefer to add duration gradually as growth slows and 
IG bonds offer a good balance of risk, return and income 

generation in the current uncertain environment. HY is 
starting to look attractive albeit selectively as valuations 
are now pricing in a lot of pessimism which may not 
necessarily play out.

•  The commodity space has corrected broadly in line with 
slowing growth and despite above-trend inflation and 
volatility, we don’t foresee much upside in the near-term 
due to rising rates, recession in Europe, slowdown in 
China amid the government’s zero-covid policy and a 
strong USD. Oil & gas continues to remain an exception 
as the two are impacted by volatile geopolitical 
dynamics. 

•  We continue to closely monitor developments in China 
on the regulatory, fiscal and monetary policy front 
especially after the recent changes to the Politburo that 
seem market-unfriendly. While Chinese equities have 
sharply rallied from extremely depressed levels, it may 
be too early to turn bullish on China in particular and 
emerging markets in general. However, the level of 
pessimism is extreme making it too risky to stay overly 
bearish.

•  Volatility is likely to remain high, and we advise investors 
to stay diversified across asset classes and geographies 
in the face of worsening geopolitical tensions, likely 
recession worsened by tightening financial conditions. 
Cautious positioning demands that we be mindful of 
bear market rallies.  An overweight cash position gives 
us the opportunity to take advantage of any dislocations 
and distress in asset markets.

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

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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