Monthly Market Insights

April 2021




Monthly Market Insights

en 1 bgl vy 0o
e ol

ADIB

Macro update — Renewed lockdowns hampers recovery

OVERVIEW
] March started on a healthy note, as rapid vaccine rollouts worldwide and US
Asset Classes Closing MTD YTD ) ) ]
fiscal plan to boost the economy dominated the market. This was reflected
S&P 500 3973 1.82% 7.36% . ) . .
in developed market safe-haven debt which experienced a massive sell-off,
MSCI EM 1320 -1.48% 1.16% . ) o . i
lifting yields from their historic lows. The yield on 10-year Treasury hit a 14-
MSCI World 2805 2.87% 5.06% ) ) ) ) ) : )
month high to 1.77% on higher inflation expectation. Meanwhile, equity
MSCI GCC 603 4.40% 9.67% . . . -
- markets marked a mixed performance as investors weighed optimism
oil 63.38 -1.63% 26.71% N . . -
around growth against inflation concerns. The investors vouched on Biden’s
Gold 1685 -2.82%  -13.26% . . .
- mass ramp up in infrastructure spending. Moreover, major central banks
US Treasury Yield  1.740 34bps 83bps . . . L
commitment to keep benchmark interest rates unchanged, citing a rise in
inflation would be only transitory, provided another tailwind. The Federal
Key Interest Closing ~ MTD YTD Reserve and Bank of England further maintained their monthly fixed income
HEEE (bps) (bps) securities purchases ruling out any near-term tapering. On the contrary, the
LIBOR 0.202 1.7 3.6
CURIBOR European Central Bank accelerated the pace of asset purchases for the
-0.538 -0.5 0.8 . . .. . . . .
TIBOR coming months to contain rising yields but kept the size of its pandemic
0.069 -1.0 -1.0 . . .
SIEOR emergency package untouched. However, tensions over vaccine supplies
0.796 -04 -2.0 . . . . ..
exacerbated by the third wave of coronavirus induced stricter restrictions
EIBOR 0.396 6.0 5.4 . .
and extended lockdowns across several parts of the region, undermining
HIBOR 0.227 0.0 -10.4 , .
Eurozone’s economic recovery prospects.
MACRO BACKDROP
Sovereign Closing MTD YTD . i ]
cDS (bps) (bps) e The US economy remains on track despite some of the data reporting a
Abu Dhabi 50.3 3.7 11.9 temporary setback this month. February retail sales (-3.0%), industrial
- - production (-2.2%), and housing starts (-10.3%) came in below
Saudi Arabia 70.1 2.9 4.5 . . .
o expectation due to harsh weather conditions. The manufacturing sector,
uwa" 50.5 5.3 3.6 however, maintained a strong momentum as Markit PMI rose slightly to
Bahrain 206.7 -28.3 -39.8 59 in March. Also, weekly initial jobless claims for the week ended
Oman 291.7 -43.3 -75.5 March 27, unexpectedly rose to 719k from 658k in the previous week,
Turkey 475.1 158.1 171.2 despite signs of labour market improvement.

Upcoming Key Event

02.04.2021

US Unemployment Rate

e The Eurozone economy appeared to show some signs of life in March,
despite rising infection caseloads. The flash factory PMI soaring to 62.4
from 57.9. Meanwhile, inflation jumped to 1.3%y/y in March from
0.9%y/y a month ago, reflecting a pick-up in energy and non-processed

food prices.
08.04.2021 UAE CPI
15.04.2021 Turkey Central Bank Meeting KEY REGIONAL NEWS
16.04.2021 China GDP 1021 e The Kuwaiti government has proposed new amendments to the
29.04.2021 US GDP 1021 country’s public debt law, including capping borrowing to a maximum of

60% of gross domestic product and removing the cap on maturity limit
which was previously at 30 years. Source: Kuwait Local

e The Securities and Commodities Authority made an amendment
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requiring listed companies in UAE to have at least one woman director
on their board. Source: Reuters

e OPEC+ and its allies have agreed to extend oil cuts in April. Also, Saudi
Arabia will continue its voluntary oil cut of 1 million barrels per day.
Source: Reuters

e Dubai launches ‘Operation 300bn’, to increase the industrial sector’s
contribution to GDP from AED133bn to AED300bn by 2031. Source: Gulf
Business



https://kuwaitlocal.com/news/govt-submits-new-amendments-to-public-debt-law-return-period-cut
https://www.reuters.com/article/us-emirates-companies-women-idUSKBN2B71NI
https://www.reuters.com/article/oil-opec-cuts-int-idUSKBN2AW0WA
https://gulfbusiness.com/sheikh-mohammed-launches-operation-300bn-strategy-to-foster-uae-industrial-sector/
https://gulfbusiness.com/sheikh-mohammed-launches-operation-300bn-strategy-to-foster-uae-industrial-sector/
mailto:saif@adib.com
mailto:kais.dachraoui@adib.com
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Sukuk — Primary market loses traction as financing need to ease

Sovereign 5-year CDS spread movement
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Monthly Sukuk new issuance volume
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Development in regional CDS market

Turkish investors sentiments witnessed a roller coaster ride in March. On
March 18, 2021, the Central Bank of Turkey (CBT) raised the benchmark rate
by a whopping 200bps to 19%, beating market expectation of 100bps to curb
the rising inflation (15.6% in February 2020 vs. 14.9% in January). This
strengthened the Turkish Lira (TRY) to 7.2/S. However, on March 20, 2021,
Turkish President abruptly fired the central bank’s chief and replaced him
with banker Mustafa Duman who favoured lower rates. Consequently, TRY
touched an all-time low of 8.5/$ and Turkey’s 5-year CDS spreads widened
drastically by 143bps MTD in March. In the GCC, the recovery in oil prices
supported by demand uptick and extension of production cuts in April 2021
supported CDS spreads. Oman 5-year CDS spreads tightened the most by
49bps MTD followed by Bahrain (36bps MTD). While 5-year CDS spreads of
Kuwait widened slightly by 5bps, Abu Dhabi by 4bps and Saudi Arabia by
3bps on an MTD basis.

A quiet Sukuk market; Airlines Sukuk performs well

Both S&P Sukuk Mena and Dow Jones Sukuk indices were down marginally
by 0.5% MTD and 0.6% MTD in March 2021. The Kingdom of Bahrain 27s’
and Dubai Islamic Bank 22s" were the best performers with yield-to-worst
(YTW) tightening by 12bp and 11lbps, respectively. Also, airline Sukuk
performed well with Etihad Airlines 21s’ tightening by 12bps and Garuda
23s’ by 9bps. On the contrary, Saudi Electric 44s’ and Majid Al Futtaim 29s’
were the worst performers, widening by 41bps and 38bps, respectively. In
March 2021, Islamic Development Bank tapped the primary Sukuk market
through its largest-ever Sukuk offering worth $2.5bn with a profit rate of
1.262% and maturing in 2026.

Key developments

e After posting fifth consecutive annual loss in 2020, Etihad Airways is still
targeting to become profitable in 2023 despite shedding 33% of the
workforce and accelerating restructuring plans.

e To diversify income amidst the depressed property sector in the UAE,
Aldar properties has offered to buy a majority stake in SODIC, one of
Egypt’s leading real estate company.

e On March 26, 2021, S&P affirms Saudi Arabia’s ‘A-/A-2 (Stable)’ rating
citing Saudi’s economy to return to positive growth in 2021, fiscal
deficit to narrow and current account to return to surplus based on
improving global macroeconomic conditions and oil prices.

e DIFC recorded the best historical performance with a 24% increase in
the number of active companies to 915.

e Abu Dhabi’'s Mubadala is interested in buying NMC health care
business, the largest healthcare provider in the UAE. Other interested
investors include Abu Dhabi state-owned holding company ADQ and
Europe’s largest private equity firm CVC.
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Sukuk — Primary market loses traction as financing needs ease

Proposed Sukuk is tighter than existing

conventional fixed income securities

=
a
J

Maldives
® 22,
14.00%

[
S

[
N
1

Maldives
Maldives @ 265, 11.02%
26s', 10.50%
(Proposed)

=
o

a
1

Yield to Worst (%)
o

IS
L

N
1

o

2.0 4.0 6.0 8.0
Maturity (years)

=
S}

10.0

Maldives GDP vs. Fiscal Deficit

20% A 14%
7% 8% 7%

10% A

0% -

-10% A

-20% A

-30% A
-29%

-40%
2017 2018 2019 2020

EGDP M Fiscal Deficit (% of GDP)

2021(f)

Sukuk vs. US Corp IG yield curve

3.5 4
3.0 A Emirate ob Aldar
< 25 Dubai Saudi Elec
X 2.
= . Aldar o
2 5 Emirate of °
o < q Seenat °
= Sharjah ® o
g2 i DIB @ Emirate of Ras .
3, o | Eihade® o al-Khajmgh-*
= 1 Airways FA?“--".
® g%
0.5 ... {
0.0 T T T T "
0.0 2.0 4.0 6.0 8.0 10.0
Maturity (years)
L] Yield
® US Corp IG Yield Curve
--------- Linear (US Corp IG Yield Curve)

Government of Maldives

>

Maldives is a small island nation, having 90% of its territory covered in
water. Tourism, fishing and shipping are the most important sectors of
the economy. Tourism represents about 60% of GDP and around 90% of
the government revenue comes from tourism and trade tariffs.

Maldives closed its borders between March-July 2020 to control the
spread of coronavirus pandemic. Tourist arrivals fell drastically by 67.4%
y/y to 1.7mn in 2020. Consequently, real GDP declined by 52% in 2Q20.
However, the drop moderated to 44.2% y/y in 3Q20 mirroring the
opening of the country’s borders. According to the ministry of finance,
real GDP is estimated to have declined severely by 29.3% in 2020.

Going forward, real GDP is projected to grow by 13.5% in 2021 as tourist
arrivals increase. Moreover, Maldives is currently working on economic
diversification through expanding the fisheries and agricultural sectors.
The government has implemented substantial coronavirus relief
measures worth MVR2.5bn (4.1% of GDP), resulting in the budget deficit
soaring to 21.9% of GDP in 2020 from 6.6% in 2019. Moreover, with high
reliance on external borrowing amidst a material decline in tourism
receipts and continued debt-funded infrastructure spending, the debt to
GDP ratio almost doubled to 115% in 2020 from 62% in 2019. The
government forecast the ratio to reach 124% in 2021, as it continues to
borrow to cover the fiscal gap. Nevertheless, the government highlights
the possibility of debt reduction in the medium term by boosting GDP.
Maldives has been successful in securing new external financing and
also receiving support from international communities through bilateral
and multilateral financing. As of February 2021, gross international
reserves stood at $855.7mn, which are sufficient to cover debt servicing
obligations worth $142mn and contingent liabilities related to servicing
of government-guaranteed debt worth $277mn in 2021.

Moreover, the government has no foreign marketable debt falling due
until June 2022, when its outstanding $250mn international fixed
security matures.

Maldives is making a debut in the capital market by issuing a five-year
Sukuk worth $200mn. The Sukuk was rated B3 by Moody’s and the
settlement of the issue will be on April 8, 2021. The proceeds from the
Sukuk will be utilised in part to fund the tender offer for outstanding
$250mn fixed security maturing in June 2022 and the remainder to fund
development projects.

According to Bloomberg data, the proposed Sukuk is expected to offer a
coupon of 9.875% with a YTW of 10.5%, which is tighter than the
existing 5.5% 2026s YTW of 11.02%. Given the reflation trade and
rotation to pandemic hit sectors amid the possibility of reopening of the
economy, we see room for tightening. Also, the higher coupon should
provide a cushion against interest rate and duration risks.

Key risks: subdued recovery in tourism activities; high twin deficit and
challenging external financing

elevated government debt level;

conditions; and high environment as well as climate change risks.
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UAE Equities — Building momentum, with recovery in key sectors

Abu Dhabi: Best performing regional market YTD

Regional index movement*

Global equities gained during Mar’21 (as on Mar 30), despite continued high
106 volatility, as optimism over another stimulus in the US, vaccinations

108 progress, and FOMC’s projected status quo on policy rates until 2023 offset

the growing worries over rising treasury yields, inflation, and risk of re-

1z imposition of lockdown measures in some parts across the globe. The UAE

100 equities also closed higher; however, most of the buying momentum was
seen in the Abu Dhabi stocks (ADX: +4.4%) while the DFM index was up only

0.3%. We believe steadily rising oil prices, likely economic recovery, and

)

98

96
28-Feb

6-Mar  12-Mar 18Mar 24-Mar 30-Mar renewed strong foreign buying (+AED85mn in March) supported Abu Dhabi

equities during the month. On the other hand, extended delay in the

e A DX

DFM

resumption of international travel across the globe, rising interest rates and
*Rebased to 100 on February 28

continued Flls selling (-AED102mn) kept the Dubai equities in the range. On
sectoral basis, Investment & Financial Services (+31.0% for ADX, +6.9% for

DFM top five gainers and losers DFM)

led the gainers pack followed by Energy (+10.6% for ADX),

Gainers MTD Losers MTD Telecommunication (+6.2% for ADX, +3.7% for DFM) and Real Estate (+3.3%
DRC 20.0% ERC -53.3% for ADX), however, the Banking sector continued to decline (-0.6% for ADX,
AMLAK L35 A AU 0L -0.8% for DFM). The Banking sector is witnessing pressure on rising concerns
ALRAMZ 14.4% —— -8.9% over asset quality due to the pandemic. At stocks levels, ETISALAT (+6.2%),
bic 10.1%  EMAARDEV ~ 6.5% DU (+3.7%), ALDAR (+3.6%) and EMIRATES NBD (+3.1%) led the gainers. The
SALAMA 5.8% DIB -5.2%

ADX average daily volume declined by 9.5% MoM to 147.5mn and volumes
decreased 7.6% MoM to 102.8mn on the DFM. For ADX, since the last two
months, the index is highly range bounded in between 5,770 — 5,593.
Resistance levels are — 6,000, 6,230 & 6,460. Support levels are — 5,573,

ADX top five gainers and losers

Gainers MTD Losers MTD 5,490 & 5,256. For DFM, the index has faced resistance at 2,807 and started
IHC 34.5% PALMS -14.5% to trade below 50- and 100-SMAs; however, the index is trading above 200-
BILDCO 22.9% ADSB -13.5% SMA. Support levels are — 2,389, 2,410 & 2,130.
UAB 21.7% AWNIC -10.0% . .
Most read regional company headlines
DANA 16.6% RAKWCT -10.0%
ADCB ADCB acquires $308mn mortgage portfolio
NBQ 14.9% RAPCO -9.7% - - —
EMAAR Emaar Properties to restart paying dividend
DAMAC DAMAC Properties mulls increasing stake in DAMAC Int. Ltd
TABREED Tabreed ties up with IFC to invest in Asian markets
TAQA TAQA plans to expand its renewables portfolio
TABREED Tabreed CEO hints at imminent acquisitions

Performance of regional markets

Index changes %

Country Last close ™ = MCap Volume Turnover P/E (x) P/B (x) Div Yid
USSbn mn shrs USS mn 12m 12m 12M %
Abu Dhabi 5,910.66 4.4 17.2 230.2 157.5 251.1 23.0 1.6 4.6
Dubai 2,558.50 0.3 2.7 75.5 91.4 42.5 21.0 0.9 3.2
Saudi Arabia 9,635.34 5.4 10.9 2,496.3 282.9 2,462.7 36.6 2.3 2.5
Kuwait (All shares) 5,735.76 1.5 3.4 108.1 189.9 114.7 40.2 1.4 3.0
Oman 3,681.38 1.9 0.6 11.7 13.6 4.3 12.1 0.7 5.7
Bahrain 1,454.40 -0.8 -2.4 22.3 1.3 0.5 37.3 1.0 4.1
Qatar 10,381.30 2.3 -0.5 146.4 87.0 80.9 19.3 1.5 2.8
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Mutual funds’ — Global markets adjusting to rising treasury yields

ADIB Khuttati Plan* (Returns Composition)
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ADIB Khuttati Plan (Fund Allocation)
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List of mutual funds

Global equity funds regaining momentum

e From our coverage of 31 funds, 13 funds closed in the green on MTD
basis (as of Mar 30) mostly from the equity category driven by renewed
buying into equities as investors’ shifted focus to expected higher
demand recovery post vaccinations amid continued favourable fiscal
and monetary policy responses, however, concerns over rising treasury
yields capped the gains.

e Comgest Growth Europe S "EUR" (EUR) ACC (+5.6% MTD) was the
standout performer from our fund’s coverage. The positive performance
was mainly attributed to the high investment allocation to the
Information Technology, Health Care and Consumer Discretionary
sectors which performed well.

e Mashreq Al-Islami Income Fund declined (-0.9% MTD). The
underperformance can be attributed to the rising treasury yields.

ADIB Khuttati Plan

ADIB Khuttati Plan, a multi-asset class saving and investment plan, is
bundled with benefits such as transparency, customization, flexibility, and
affordability. The plan offers four broad risk options: conservative, balanced,
growth and enhanced, enabling investors to achieve their long-term financial
objectives within their risk appetite. Under these plans, investment is
allocated into three key category choices including Fixed Income Global,
Equity Global and Equity Europe, although weights vary across plans in
commensurate with the investment policy statement. In terms of return, the
Enhanced plan has generated the highest return of 14.8% during the last 1
year followed by growth (+13.6%), balanced (+11.5%), and conservative
(+8.3%). In comparison to the benchmark, the Enhanced plan has also
earned the healthy excess return of 5.2% while other plans provided excess
return in the range of 2.5-3.0%. The outperformance of Enhanced plan can
be attributed to the higher exposure to equities with notable allocation
towards IT sector which likely performed better than fixed income and other
sectors, respectively.

Fund names ISIN NAV Currency MTD YTD
Comgest Growth Europe S IEOO0B4Z7J4634 30.43 EUR 5.59% 4.32%
AlAhli Saudi Trading Equity Fu AFB007482007 11.79 SAR 4.72% 8.23%
Old Mutual Global Islamic Equi IEOOBYMM2054 15.23 usD 4.67% 9.49%
AlAhli GCC Trading Equity Fund AFB007482106 1.16 SAR 4.37% 6.52%
AlAhli North America Index Fun AFB007013901 6.87 usb 3.07% 3.59%
Templeton Shariah Global Equit LU0792757196 15.17 usD 2.64% 6.76%
Franklin Global Sukuk Fund LU0923115892 13.55 EUR 2.57% 3.75%
Emirates Global Sukuk Fund Ltd JEOOB5V8LK49 15.72 EUR 2.52% 4.25%
Emirates NBD SICAV - Mena Oppo LU1060357412 12.24 usb 2.48% 4.74%
Comgest Growth Europe S IEOOB3ZL9H82 26.82 usD 2.29% 0.26%
Emirates NBD SICAV - Mena Oppo LU1654397329 10.15 usb 2.22% 3.36%
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DISCLAIMER:

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.

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.




