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Opportunities from the bond selloff

The selloff in bonds is creating tactical and medium-term opportunities for investors. September’s surge in bond yields has created a compelling risk-
reward for investors with 6-12-month horizon to add US 10-year bonds. In equities, sectors riding the Al-led earnings boom.

Bonds

The US 10-year government bond yield, a global benchmark for borrowing costs, surged more than 50bps in September and is up almost 110bps this
year. The sharp rise is primarily driven by expectations of a resilient US economy supporting higher Fed rates, and partly by rising fuel price-driven
near-term inflation, surging capital needs from the Al industry and fiscal concerns. The current yields, after the recent surge, offer investors with 6-12-
month horizon an attractive risk-reward: bond arithmetic indicates investors will lose less than 1% even if the 10-year yield rises to 6% and stand to
gain over 10% if the yield falls to 4.5%.

Equities

Large-cap equities, especially in the US, have weathered the surge in bond yields reasonably well over the past quarter. This is backed by
expectations of sustained strong earnings, led by the Al-driven technology sector. However, small-cap and mid-cap sectors have started to
underperform over the past month amid concerns about rising energy and borrowing costs. Preference for sectors benefitting from the Al investment
boom. The semiconductors and memory segments of the tech sector. Structural Al demand should prolong the memory upcycle while long-term
agreements improve revenue visibility.

FX

The USD’s latest bounce on the back of rising US bond yields has again created a tactical opportunity to add to higher yielding non-USD bonds. AUD
corporate bonds is offering positive yield premium over comparable US corporate bonds. The medium-term constructive view on the AUD/USD
should provide additional upside for USD-based investors over the next 6-12 months. The latest dip in gold is a good opportunity to add exposure,
given expectations of sustained demand from Emerging Market central banks. USD 4,000/0z continues to be a strong technical support for gold.




DISCLAIMER

Information provided in this document is indicative and has no contractual value. It is subject to frequent changes, especially due to
evolutions in the legislative and regulatory environment. This information does not constitute an investment, legal, accounting or tax advice.
Before any implementation the recipient of this document must consult an independent professional advisor in order to determinate if his
objectives are compatible with proposed operations and to obtain all financial accounting legal and tax information necessary to allow him to
appreciate characteristics risks and suitability of each intended operation and cannot be held responsible for any consequences especially
financial as the result of operations which would be realized based on this only document.

Information provided in this document are coming from the best sources. Nevertheless, Arabian International Partners LLC (AIP), its
subsidiaries and employees, cannot be held responsible for any financial or other consequences that may arise from the use or distribution
of this document.

This confidential document is exclusively intended for the person to whom it is given and may not be communicated to third parties (except
for external advisers under the condition they respect this confidentiality undertaking) and may not be reproduced, copied or circulated
without prior authorization of Arabian International Partners LLC (AIP).

©AIP, 1006 , Al Hawai Tower, Sheikh Zayed Road , Dubai, United Arab Emirates.
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