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Fastest monthly rate of growth since 2011

—

US: Fed raised rates 2 times
since December
Better economic outlook
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Europe: Risk of deflation diminished
Growth gathering speed
Unemployment lowest since 2009
oL gale JR5 5 ) sl Aalate 8 ALK Hhalds Cualss
2015 ple die saill Ao o anyl 3
2009 ple e Ll sina ol 2 Aadl

%

EM: The Brazilian in turning point after deep

recession

Russia better on firming oil prices
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Asia: Japan - 4 consecutive quarters of
GDP growth

South Korea exports up 20%

Fears about China hard landing due to

overcapacity have vanished.
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Productivity growth remains fragile. Rise of protectionism,
geopolitical risk ADIB s bed oy

US: Corporate investment, the
engine for long term growth, is
still weak
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EUROPE: Some advanced economies still struggle with
impaired balance sheets
Scarce progress on reforms
Geopolitical risk: risk of dis-integration after Brexit
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ASIA: High level of corporate debt.

Monetary policy to balance

currency stability, economic growth

and high debt levels.

EM:

Vulnerability remain among some large emerging
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The World is Changing: New dynamic for Oil- New energy mix  ADIB M

In the past el B
» Supply was the main driver of Oil price Lall jaad i I & jad) g8 ajall (IS e
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Today:
* Both supply and demand are sensitive to the price of Oll
* Higher price bring more shale Oil —higher supply
» Higher price reduces demand for Oil in favor of alternative

energy
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* Russia and the US are producing at levels comparable or
higher than the KSA
* More countries have excess capacity
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The Macro Picture: Synchronized global growth for first time O
since 2008 ADIB Qg i
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Exhibit 3: Global economy expected to grow 3.4% in 2016
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Market| Regions |Sep-16| Oct-16 | Nov-16 | Dec-16 | Jan-17 | Feb-17 | Mar-17 saaiall f\_u)d\ Q\JLAY\

 KSA and the UAE’s - us 515 | 53.4 | 54.1 | 543 | 55.0 | 54.2 | 57.2 & y‘h
manufacturing activity @ | Eurozone | 52.6 | 53.5 | 53.7 | 54.9 | 55.2 | 554 | 56.2 gHoss
also picking up § Germany | 54.3 | 55.0 | 54.3 | 55.6 | 56.4 | 56.8 | 58.3

z UK 55.2 | 54.6 | 53.5 | 56.0 | 55.4 | 54.5 | 54.2
Japan 504 | 51.4 | 513 | 52.4 | 52.7 | 53.3 | 52.4 eluall plladll sai o
Brazil 46.0 | 46.3 | 46.2 | 45.2 | 44.0 | 46.9 | 49.6 . Ry - .
_ Russia 51.1 | 52.4 | 53.6 | 53.7 | 54.7 | 525 | 52.4 o A L_:Lcu?db

* Both manufacturing & w India | 521 | 544 | 523 | 496 | 504 | 50.7 | 52.5 helinall
non-manufacturing §, China 504 | 51.2 | 51.7 | 51.4 | 51.3 | 51.6 | 51.8
sectors are up £ Indonesia | 50.9 | 48.7 | 49.7 | 49.0 | 50.4 | 49.3 | 50.5

W | HongKong | 49.3 | 48.2 | 49.5 | 50.3 | 49.9 | 49.6 | 49.9
KSA 55.3 | 53.2 | 55.0 | 55,5 | 56.7 | 57.0 | 56.4
UAE 54.1 | 53.3 | 54.2 | 55.0 | 55.3 | 56.0 | 56.2

Source: Bloomberg




The Macro Picture: Monetary policy to remain accommodative o
but divergent ADIB o
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Exhibit 4: Total assets of leading Central Banks
Bl ) 4338 sl el giall J paal (Alaa) 14 Jeid

US hiked rates twice in less 14.000 A ) 5lal) Y ane i) o
than 3 months ’ ) ;
12,000 o6 3 e Bl B (45 5e
10,000
Monetary policy remains
8,000 e ey gt
accommodative with a big 000 B matie J) 35 Y Al Ayl o
size of the balance sheet at ’ an gand) 2l Juall e e i1 i
USD 4.5Tr. 4,000
2,000 Jy}‘l UJ:‘":‘)" 4.5 cﬂ_ﬂ\ J:"‘S”
. . o . 01-Dec-06 01-Sep-08 01-Jun-10 01-Mar-12 01-Dec-13 01-Sep-15
Europe still maintaining its
monthly QE program till end - -l ECB B-alance. Sheet M US Federal Balance Sheet BOf B?Iance ‘Sheet . sl iy sl LUJ}T JEY
of 2017 Exhibit 5: Main policy rates BAEN i 15 Sl )
2 2017 oo Al A g el S
1.6
BOE reluctant to hike rates 1o & B Sl | ila) el oo iy e
with Brexit risk looming _/J iyl R G 3260 ad
0.8
_ N Y1 A pe Lilday g3 gz 5 )3
o4 “ 1\ T 503 e Wilay 0 7z 9 5
BoJ accommodative and (I)Dec 10 Aug-ll Apr12 Dec-12 Aug-l3 Apr-l4 Dec-14 Aug-15 Aprid Dec-ib
changed its strategy by oa o= o o= A Oo Al i) 5 L) ey oSS .
targeting the yield curve . et M
——BOJ ——ECB ——US Federal BOE Aal) (saie laglal D&

Source: Bloomberg




The Macro Picture: Europe doing better then US

ADIB

European economy advanced
1.7% YoY vs 0.7% for the US

Deflation is out of scope for
Europe. Inflation building up
towards the 2 % target,
unemployment below 8%- level
not seen since 2009

Growth is spread across more
countries: Germany, France,
Spain, ...

Valuation Europe is more
attractive than US

Risk: geopolitical, if the
upcoming elections result in
another referendum

Exhibit 6: Europe outpacing US. Update
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Exhibit 7: Risk Premium: US vs Europe
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Macro Picture: UK not impacted yet by BREXIT, but risk looms
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The Macro Picture: The Risk of hard landing in China is much L
less ADIB o
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Exhibit 10: PMI Business and Manufacturing Sectors
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The Macro Picture: EM stronger but remains disperse

-

ADIB

GDP per capita still well
below to DM, showing

potential for growth

Better FX reserves reducing
the vulnerability to capital

outflow

Russia is better in part

because of higher oil prices.

Brazil out of deep recession

Risk remain in Turkey and

Mexico

Structural weakness in terms
of: tax, labor, law,

infrastructure, security, skills

Exhibit 12: Real GDP per capita
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Exhibit 13: Debt to GDP in EM vs DM
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Macro Picture: GCC- Financial buffers and Oil dependency to dictate

fiscal consolidation

ADIB e

Fiscal consolidation will be
divergent between countries
with:

v’ Large buffers: can do

gradually

v' Less buffers: moving

faster on fiscal adjustment

Some countries did better
than others reducing the Ol

breakeven for fiscal balances
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Exhibit 14: Total reserves excluding gold
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Exhibit 15: Fiscal break-even prices of GCC countries: 2014-2017
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Markets: GCC at attractive valuation levels

ADIB
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Local markets remain highly
speculative with the absence

of institutional investors

Market cap to GDP remain
low, showing lack of

penetration

Markets in GCC undervalued

explaining slow IPO activities

Stocks with high pay out have
an edge due to preference for

income oriented investment
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Exhibit 16: Market Cap to GDP vs other DM and EM
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Exhibit 17: Market Cycles in GCC Indexes
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Commodities: Oil & Gold ADIB |
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Exhibit 18: Demand vs reserves in the US
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Currencies: Dollar looks expensive, JPY most undervalued

USD looks expensive against
EUR, GBP and JPY. Still cheap
against CHF and CYN.

ECB is at a turning point in
terms of monetary policy in the
light of improving economy and
inflation build up. EUR looks

undervalued in real terms.

GBP: Paolitical risk may hurt the
currency, but high inflation may

push the BOE to increase rates.

JPY looks undervalued from a
fundamental point of view. JPY
is also a good hedge in times of

stress.

Exhibit 20: Dollar spot rate
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Exhibit 21: Real Effective Exchange rate
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Sukuk/Fixed Income: Still a favorable asset class ADIB m_o““*""&ﬁﬁ
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Exhibit 24: USD Yield Curve Quantitative
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UAE real-estate market: 2017 a turning point? ADIB oo
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Exhibit 25: Gross yields and sale prices in Abu Dhabi and Dubai
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The ADIB 2017 Investment Outlook (in a nutshell)

Summary

Data is volatile and mixed, but trend is up

Have dynamic allocation making use of short term volatility
Markets are more resilient to geopolitical risk, fundamentals are the
main driver

Stay liquid —high liquidity premium

INVESTORS SHOULD SEEK

Equities which will deliver positive returns

= GCC equities - high-quality dividend paying companies are good to
own. Tourism, Retail, Real Estate (selectively)

= European equities — support from QE, Economy improving, risk of
deflation much less likely, attractive valuation

= US: Selective on sectors and names

= EM: Opportunities still exists in countries showing growth, and

strong FX reserves

Corporate Sukuk — Shortage of supply making some names look

expensive. Opportunities still prevail for different maturities and credits
Currency:

* EUR: Undervalued in real terms, ECB to change course of

monetary policy

«JPY: Undervalued, good for hedging in stressed environment.
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ADIB uses reasonable efforts to obtain information from sources which it believes to be reliable; however, ADIB makes no representation that the
information or opinions contained in this publication are accurate, reliable or complete and should not be relied on as such or acted upon without
further verification. Moreover, wherever compliance with Shari’a is stated it refers to the general principles and rules of Shari’a as determined and
interpreted by the Fatwa and Shari’a Supervisory Board of ADIB.

ADIB accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result of the information contained in
this publication. Data/information provided herein is intended to serve for illustrative purposes only and are not designed to initiate or conclude any
transaction. In addition, this publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes
in any other factors relevant to the determination of whether a particular investment activity is advisable. Past performance is not necessarily a guide
to future performance and should not be seen as an indication of future performance of any investment activity. The information contained in this
publication does not purport to contain all matters relevant to any particular Shari'a compliant investment or financial instrument and all statements
as to future matters are not guaranteed to be accurate.

This publication may include data/information taken from stock exchanges and other sources from around the world and ADIB does not guarantee
the sequence, accuracy, completeness, or timeliness provided thereto by unaffiliated third parties. Moreover, the provision of certain
data/information in this publication is subject to the terms and conditions of other agreements to which ADIB is a party.

Anyone proposing to rely on or use the information contained in this publication should independently verify and check the accuracy, completeness,
reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts.

This publication is provided on a confidential basis for informational purposes only and is not intended for trading purposes or to be passed,
disclosed or distributed to any other person or entity in any jurisdiction or country where such use or distribution would be contrary to laws or
regulations. It is the responsibility of any person in possession of this publication to investigate and observe all applicable laws and regulations of the
relevant jurisdiction. This publication may not be conveyed to or used by a third party without the express consent of ADIB. The investor may not
offer any part of this publication for sale or distribute it over any medium without the prior written consent of ADIB or construct a database of any
kind.

None of the content in this publication constitutes a solicitation, offer, opinion, or recommendation by ADIB to buy or sell any Shari’'a compliant
security, or to provide legal, tax, accounting, or investment advice or services regarding the profitability or suitability of any Shari’a compliant security
or investment and further does not provide any fiduciary or financial advice.
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This publication does not provide individually tailored investment advice and is prepared without regard to the individual financial circumstances and objectives of

person who receive it. The appropriateness of a Shari’a compliant investment activity or strategy will depend on the person’s individual circumstances and objectives

and these activities may not be suitable for all persons. In addition, before entering into any transaction, the risks should be fully understood and a determination made

as to whether a transaction is appropriate given the person’s investment objectives, financial and operational resources, experiences and other relevant
circumstances.

ADIB shall not, directly or indirectly, be liable in any way to you or any other person for any inaccuracies or errors in or omissions from this publication or loss or
damage arising from the use of this publication unless except where negligence or misconduct is proven on part of ADIB, shall ADIB be liable to you for actual direct,
indirect, incidental, consequential, special, punitive, or exemplary damages even if ADIB has been advised specifically of the possibility of such actual damages,
arising from the use of this publication, including but not limited to actual loss of revenue, opportunity, or anticipated profits or lost business.

Data included in this publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk, and credit
risk. ADIB may use different Sharia’ compliant investments strategies, make valuation adjustments, or use different methodologies to invest its own Shari’a compliant
funds based on metrics and models that are not stated in this publication.

The use of this publication is at the sole risk of the investor and this publication and anything contained herein, is provided "as is" and "as available." ADIB makes no
warranty of any kind, express or implied, as to this publication.

Investment in Shari’a compliant financial instruments involves risks and returns may vary. The value of and profits from your investments may vary because of
changes in profit rates, spot foreign exchange rates, prices and other factors and there is the possibility that you may lose the principle amount invested. Before
making a Shari’a compliant investment, investors should consult their advisers on the legal, regulatory, tax, business, financial and accounting implications of such
investment.

In receiving this publication, the investor acknowledges it is fully aware that there are risks associated with Shari’a compliant investment activities. Moreover, the
responsibility to obtain and carefully read and understand the content of documents relating to any Shari’a compliant investment activity described in this publication
and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is suitable, lies exclusively with the
investor.

ADIB offers its customers Shari’a compliant investments only that comply with the general principles of Shari’a as determined by the Fatwa and Shari’a Supervisory
Board of ADIB.
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