
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
Heightened fixed income volatility in October 
suggested investors are now starting to test central 
banks’ resolve on the “its temporary” inflation 
narrative with focus shifting to when and how 
quickly major central banks reduce asset purchases.

Fixed income markets were preoccupied with 
concerns around prolonged inflationary pressures 
driven by a combination of persistent supply 
bottlenecks and booming energy prices.

Despite inflation concerns, at its October meeting, 
the ECB reiterated that it expects the current spike 
in inflation to be transitory and preferred to focus 
on the Euro-area’s fragile economic recovery. 

While the BoE eventually decided not to raise rates 
this month, a December rate hike prospects are 
rising after officials warned last week that higher 
borrowing costs will be needed in coming months 
to bring inflation back to their 2% target.

China’s economy is showing signs of weakness 
after enduring a year of intensifying regulatory 
clampdowns across swathes of new-economy 
sectors and industries.China’s property firms are 
caught in a vicious circle where surging borrowing 
costs make refinancing upcoming maturities 
prohibitively expensive.

High commodity prices have fed into global 
inflationary pressures forcing many EM central 
banks to kickstart monetary tightening. Rising 
inflation rates have forced several central banks 
across the EM spectrum to raise rates over the past 
month, to protect their currencies. 

Amid a spate of IPOs from Saudi and Abu Dhabi, 
Dubai also announced that it would sell stakes in 
10 state owned companies and approved setting 
up of a market making Fund of AED 2 Billion (USD 
545MM) and to start a AED 1 billion fund to support 
tech company IPOs and encourage innovative 
financial products.
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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

EMIRATES INVESTMENT BANK pjsc www.eibank.com 01



MONTHLY   
INVESTMENT OVERVIEW

Heightened fixed income volatility in October 
suggested investors are now starting to test 
central banks’ resolve on the “its temporary” 
inflation narrative with focus shifting to when and 
how quickly major central banks reduce asset 
purchases. While most developed market PMIs 
still remain in strong expansionary territory despite 
the normalization in economic activity, inflation 
and ensuing impact on earnings, the Delta variant, 
China and stretched valuations remain headwinds 
for risk assets going forward. 
Interest rate volatility in US 
fixed income markets hasn’t yet 
rubbed off on equities as Q3 
earnings have been robust with 
the S&P500 hitting fresh highs 
and the market continuing to 
price increasing dominance in 
mega tech. Over the month, 
developed equities gained 5.6% 
while inflation concerns and China 
policy uncertainty bogged down 
emerging market (EM) equities, 
which ended with a small gain of 
0.9%.

Fixed income markets were preoccupied with 
concerns around prolonged inflationary pressures 
driven by a combination of persistent supply 
bottlenecks and booming energy prices. The US 
headline CPI remained elevated at 5.4% year-
on-year with price pressures in several parts of 
the economy proving stubborn. Overall, the US 
economic recovery remains solid with inflationary 
pressures building and it appears likely that the 
Fed will announce the start of tapering this month 
with a view to ending bond purchases by late-
2022. In our view, the surge in inflation is partly 
due to temporary factors and the unusual pace 
of the economic recovery from the depths of the 
pandemic. We are starting to see supply -side 
disruptions gradually improve, labor availability is 
also set to improve as schools reopen and child-
care responsibilities abate. While we expect central 
banks to now take inflation seriously, we do not 

expect them to rush to tighten policy in a hurry. The 
10-year US Treasury yield hit a high of 1.7% over 
the course of the month, as short to intermediate 
yields rising much more to cause the yield curve to 
flatten.

The composite PMI for the Euro-area suggested 
economic growth is slowing. Germany, Europe’s 
largest economy, is facing downward pressures as 
its dominant auto sector is facing semiconductor 

shortages. With supply bottlenecks 
still far from normal, the bloc’s 
industrial sector is set to weigh on the 
recovery through the end of this year. 
German 10-year breakevens are now 
at near eight-year highs, driven by 
exceptional rises in producer prices. 
Despite inflation concerns, at its 
October meeting, the ECB reiterated 
that it expects the current spike in 
inflation to be transitory and preferred 
to focus on the Euro-area’s fragile 
economic recovery. The Euro Stoxx 50 
rallied 5.0% in October while the EUR 
ended almost flat against the USD.

The BoE’s recent hawkish push in response to a surge in 
inflation had investors fully pricing in a 15bps increase 
in the benchmark rate on November 4. While the bank 
eventually decided not to raise rates, a December 
rate hike prospects are rising after officials warned 
last week that higher borrowing costs will be 
needed in coming months to bring inflation back 
to their 2% target. Latest data showed consumer 
inflation accelerated to a decade-high of 3.8% in 
October. Meanwhile on the macro front, the UK’s 
economic recovery is at a fragile stage with fiscal 
support being withdrawn and supply disruptions 
threatening to undermine the recovery. The 
FTSE 100 gained 2.1% in October while the GBP 
appreciated 1.5% against the USD.

Japan’s ruling political party, the LDP, secured a majority 
in the recently concluded elections and cemented 
incumbent Kishida’s place as the new PM. The markets 
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welcomed the end of political uncertainty and bid 
up reopening plays assuming there will be more 
political willingness to allow vaccinated tourists 
to enter the country. At the time of this writing, 
Japan's economy shrank far more than expected 
in the July-Sep quarter, as a surge in virus cases 
hit spending and supply chain issues hampered 
business. In response, new PM Kishida is expected 
to announce a meaningful economic stimulus 
package to cover Covid relief spending, business 
support, childcare as well as cash handouts. 
Meanwhile, the pandemic is at its 
lowest ebb in well over a year and 
with 72% of the total population 
fully vaccinated, the situation 
augurs well for the economy in the 
near to medium term.  The Nikkei 
225 lost 1.9% on the month while 
the JPY fell 2.4% against the USD.

China’s economy is showing 
signs of weakness after enduring 
a year of intensifying regulatory 
clampdowns across swathes 
of new-economy sectors and 
industries. The official manufacturing PMI held 
below the 50-mark for a second month in October. 
Meanwhile, investor concerns around the real 
estate sector eased slightly after the PBoC infused 
targeted liquidity into the system and interest 
payments previously missed by a couple of large 
property developers were made. Amid the turmoil, 
rating agencies are downgrading the industry’s 
companies at the fastest pace on record, while 
at least four developers defaulted In October 
alone and others sought to delay near-term bond 
payments. China’s property firms are caught in a 
vicious circle where surging borrowing costs make 
refinancing upcoming maturities prohibitively 
expensive. Worries remain heightened even while 
higher-rated property firms are expected to weather 
turmoil in the sector triggered by Evergrande’s 
liquidity crisis. The Shanghai Composite Index 
ended its two-month winning streak and closed 
lower by 0.6%.

High commodity prices have fed into global 
inflationary pressures forcing many EM central 
banks to kickstart monetary tightening. Rising 
inflation rates have forced several central banks 
across the EM spectrum to raise rates over the past 
month, to protect their currencies. Consequently, 
recovery prospects for net-energy importing EM 
economies in particular are likely to suffer, with 
heightened inflationary pressures clouding growth 
prospects and challenging policy decisions. In our 
view, EM central banks are currently engaged in 

a delicate balancing act between 
controlling inflation expectations 
while not stymieing nascent growth 
recoveries. For now, they are more 
likely to tighten until inflation outlook 
stabilizes or major downside risks to 
the growth outlook emerge. 

A revived demand on the back 
of the gradual recovery in global 
economic activity, coupled with supply 
constraints, have been instrumental 
in the recent acceleration in energy 
prices. Energy prices have posted a 

mega rally, while most base metals and agricultural 
commodities are stabilizing following a sharp 
increase earlier in the year. Brent prices have 
increased over 60% year-to-date and gained 7.5% 
in October alone. Meanwhile and amid a spate 
of IPOs from Saudi and Abu Dhabi, Dubai also 
announced that it would sell stakes in 10 state 
owned companies and approved setting up of a 
market making Fund of AED 2 Billion (USD 545MM) 
and to start a AED 1 billion fund to support tech 
company IPOs and encourage innovative financial 
products. The move is aimed at reviving investor 
interest and liquidity in its stock market and raise 
funds for the emirate. Also, Saudi Aramco’s Q3 net 
profit beat analyst estimates on the back of higher 
crude prices and increased production. The S&P 
Pan Arab Composite gained 2.4% in October and is 
up 31.0% year-to date.
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•  Global equity fund inflows rose sharply compared to 
the previous month, boosted by optimism over Q3 
corporate results, partly eclipsing worries over higher 
inflation. 

•  Growth and tech-focused funds witnessed strong 
inflows amid solid earnings while financial funds also 
saw meaningful inflows on rising yields.

•  In fixed income, global high yield bond funds saw 
robust inflows alongside inflation-protected bond 
vehicles, though government-only funds witnessed 
outflows as central banks looked to dial back stimulus 
in October amid higher inflation expectations.

•  As we get ready to move into 2022, the macro backdrop 
appears to be a less favorable mix of growth and inflation 
at a time when central bank balance sheets are starting 
to shrink toward pre-pandemic levels owing to rising 
inflationary pressures.

•  While much of the current spike in inflation is attributable 
to temporary shocks, some of the factors may well persist 
a lot longer and it is not just cyclical forces that will shape 
the future inflation outlook. 

•  The supply-side is struggling to meet with reopening-
led demand for goods and services, explaining the 
current spike in inflation. Meanwhile, increasing US-
China decoupling, populism, strong demand for specific 
metals on the back of the accelerated shift to EV and 
decarbonisation, years of under-investment in fossil fuels 
amid structural global disinflation are some of the key 
factors that are likely to push inflation sustainably higher 
going forward.

•  Even though the overall mix of global policy still favours 
above-trend expansion, we believe a shift toward 
more fiscal stimulus and less monetary 
accommodation in the US looks a likely 
scenario going forward given the muddled 
outlook on inflation. This situation is pushing 
treasury yields and the Dollar higher, 
creating headwinds for risk assets and 
emerging markets in particular. 

•  Although central banks stand ready to act 
if growth slows, they may be less willing to 
respond to downward economic pressures 
if the world is likely to see lower growth 
accompanied by higher inflation.

•  Meanwhile, China’s attempts to address 
rising debt levels and reorientate the 
economy to a more sustainable footing 
comes at the expense of near-term growth 
and has the potential to act as a drag on the 
global economy.

•  Overall, a mix of monetary tightening and durable 
supply bottlenecks may lead to a meaningful decline 
in demand and trigger a leg down in growth, 
threatening the secular rally in global risk assets.

•  Putting these risks together, a late cycle economy, 
punchy valuations, accommodative liquidity 
conditions with prospect of tapering, and risks of 
persistent inflationary pressures crimping corporate 
profits – we expect a volatile and more challenging 
2022 for global risk assets.

•  However, it is important to put things in perspective 
that while we are returning to a more trend-like 
growth, we are far from a sharp slowdown or 
recession.

•  We believe the ongoing above-trend global 
economic recovery should continue well into 2022. 
Central banks are likely to remain focussed on growth 
and be tolerant of higher inflation for longer. The 
“TINA” factor continues to dominate the investment 
spectrum and favours risk assets (equities), with 
interim volatility providing better entry points.

Fund Flows

Global economy entering late stages of the ongoing cyclical recovery

Fund Flows (October 1 to October 31, 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

•  While S&P500 companies have beaten EPS expectations in Q3 
shrugging off concerns that high inflation would dent profit 
margins, expectations going forward are a moderation in corporate 
profit growth. 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. 
Volatility is anticipated to be high in the near term, which could 
provide opportunities to rebalance. 

•  The Fed, the ECB and the BoE have all tried to convince investors 
that they can afford to be patient and try to stimulate more 
employment. In our view, bond prices are now positioned for 
a change in environment after years in which US CPI has been 
anchored below 2%. Our preference for large monopolistic 
businesses continues to remain strong and we choose to play the 
theme via select large US tech companies with pricing power.

•  While inflation doesn’t yet threaten to be persistent, or rise 
significantly from here, we may well see meaningfully higher 
inflationary pressures than have been seen in the last decade. 
We continue to advocate meaningful allocation into inflation 
beneficiaries (Banks, commodities, TIPS) and some exposure to 
precious metals (gold, silver).

•  With high valuations proving a limiting force and inflationary 
pressures rising, 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.

•  While some risks of an unexpected rise in interest rates may 
have faded after the latest monetary policy review meetings, 
robust demand and persistent inflation caused by intensifying 
supply-side shocks could force the central banks into aggressive 
tightening. In light of this backdrop, we continue our short 
duration stance and preference for selective shorter maturity 
higher yielding credit. We remain underweight government 
bonds and are cautious on US investment grade due to 
expensive valuations. Regionally, we continue to seek selective 
opportunities in Sukuk issues.

•  While a government-induced China slowdown and the 
Evergrande saga are weighing on EM sentiment, we believe 
some form of government policy easing or intervention is 
ultimately inevitable. We continue to favour EM countries with 
strong export franchises. 

•  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. 

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