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Global Asset Allocation

Asset Class Tactical View (3m horizon):

)|

Equiti We take some profits after the recent strong gains. Expectations about
£ US and global growth have probably become too optimistic

o

In a historical context the market is trading on the rich end of
valuations after a stellar performance during the first quarter. The
asset class is still attractive, however investors have to be more
selective to identify pockets of value and adding tactical duration

Fixed Income

Commodity prices appear set to move sideways after their recent

Commodities rebound
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Regional Asset Allocation

Potential to tighten further on
attractive absolute yields

GCC L :
within a stable oil
environment. High yield UAE to outperform rest of Speculation on de-pegging
preferable over investment GCC unwarranted
grade.

. Higher yielding opportunities ’ ‘

North Africa . -
with less interest rate E tt d f EGP t iat
sensitivity. gypt to underperform 0 appreciate

o

Value on a tactical basis.

However short term volatility  gensitive to US hikes & Carry trade to pressure
possible due to referendum. political risks currency

Turkey

India & SE Asia
No particular opportunity

currently.

’ positive neutral , negative
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Fixed Income
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Fixed Income - Markets
US Yield Curve 33
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Fixed Income

Where we
stand

Outlook

- Monthly Comment

March was a very busy month for new issuance due to favorable market conditions. Month on month
the US Treasury yield curve remained stable and regional spreads unchanged. However there was
weakness leading up to the FOMC meeting in the middle of the month on overly hawkish
expectations. These expectations eased further after the vote on Obamacare was pulled and
guestions about the ability of the Trump administration to push through their fiscal agenda started
surfacing.

Both the Mashreq Al-Islami Income Fund and Makaseb Income fund are the second best and best
performing funds year-to-date within their categories, returning 2.10% and 3.77% respectively.

The US economy appears to have good momentum and a realistic scenario of 2-3 rate hikes in 2017
is discounted by the market. It will be crucial though to watch out for policy details and changes - both
on the monetary and fiscal side. On the fiscal side we don’t expect any market moving events in the
short term. After the rushed vote on Obamacare which had to be cancelled it is likely that further
initiatives will be better prepared which means that any of the proposed changes might not happen as
soon as initially expected or in a toned down version only.

The strategy for 2017 remains to favor managing portfolios dynamically in order to avoid headwinds
that might come from rising yields as well as taking advantage of likely overreactions that the market
will experience throughout the year because of the political calendar and other sources of uncertainty.

After a very strong start into the year, we remain more selective about credits as valuation levels are
high but like duration on a tactical basis.
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Equities
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Regional Equity Strategy

Banks p Lo <
Consumer Goods » P | %
Real Estate P | A %
Telecommunications = &« P |
Materials P » L
Utilities P | = |

M positive ) neutral 4y negative
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Regional Equities - Monthly Comment

Where we A MENA markets finished down 1.5% for March as oil prices corrected during the month, ending down 5.1%.

stand Emerging markets, on the other hand, had a stellar month finishing up 2.4% extending their gains for the year.
MENA markets are down 0.8% YTD, underperforming Emerging Markets, which are up 11.1%.

A Despite weakness in oil prices, Saudi Arabian equities were unreactive up 0.4% in March as weakness in
petrochemicals were offset by solid performance from Banks, which was supported by the US raising rates during
the month.

A Egyptian shares (EGX100) rose 16.4% (0.9% in USD terms) in March as the weaker EGP resulted in investors
taking positions.

A Qatar was down 2.9% as a result of weaker oil prices in addition to the end of phase-2 FTSE inflows and also
dividend season coming to an end.

A UAE also had a weak month due to oil prices finishing down 1.9%.

A The Kuwait market cap weighted index also was impacted by lower oil prices finishing down 2.5%.

A Despite reaching 94% compliance (up from 86% in the previous month) between OPEC and non-OPEC in oil
productions cuts, oil prices remain depressed during the month.

Outlook A The Saudi market has been moving sideways, continuing to wait for fundamentals to improve following the
improved macro situation. Investors are looking forward to 1Q17 earnings for clues on how the rest of the year
will shape up. We don’t see much upside or downside from current levels, however, we do believe there will be
some decent stories to be positioned into.

A Despite USD weakening versus major currencies in March, the EGP weakened as companies stocked-up in
preparation for Ramadan. Going forward, we expect the currency to appreciate around 5-10%.

A Qatar is expected to underperform the region as catalysts for the market are limited.

A While UAE markets are over owned by foreigners, we continue to believe UAE markets are well positioned
compared to other markets as the economy and financial markets offer relative stability and investors are not
appropriately rewarding the market for this characteristic.

A We believe the Kuwait market may have more room to go, however, the fundamentals have yet to change and we

believe the rally will be limited. We will, nevertheless, be looking at this market selectively and the investment
manager may choose to buy shares in companies should they be fundamentally attractive.
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Equities i

Weaker demand due
to lower government
spending is resulting
in declining cement
sales in Saudi. We
have been witnessing
a downtrend in
cement sales since
the beginning of 2015
and is likely to persist
for the 1H of 2017.

Chart of the Month
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Equities
Purchasing Managers Index
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PMIs have slightly decreased
in March with the exception
of UAE which edged up 0.4%
and is at a 19 month high on
the back of improved market
demand and general market
conditions.

Emerging Market portfolios
witnessed a steady pace of
flows since the beginning
of the year, adding another
USD 6.2 Bn in February,
after seeing outflows for
the last two months of
2016.
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Fund Performance
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Makaseb Arab Tigers Fund vs. Index
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Mashreq Al Islami Arab Tigers Fund vs. Index
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Makaseb Income Fund vs. Index
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yr Cumulative Performance

Mashreq Al Islami Income Fund 5
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Contact Us:
Mail: Mashreq Capital (DIFC) Ltd.
Al Fattan Currency House, Tower 2, Fl 28, Office # 2803
DIFC, Dubai, United Arab Emirates
P.O. Box 1250
Tel: +971 4 207 8811
Email: assetmanagement@mashreg.com

Website www.mashregassetmanagement.com
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Disclaimer:

This note has been prepared solely for information purposes. It does not constitute an investment advice, solicitation, offer or personal recommendation by
Mashreq Asset Management or Mashreq Capital (DIFC) Limited (*MC"), or any of their related parties to buy or sell any securities, product, service or
investment or to engage in or refrain from engaging in any transaction, particularly, in any jurisdiction where such an offer or solicitation would be illegal.
Certain assumptions may have been made in the analysis that resulted in any information and results/returns detailed therein. No representation is made
that any returns/results indicated would be achieved or that all assumptions in achieving these returns/results have been considered. Past performance is
not necessarily indicative of future results. Neither Mashreq Asset Management nor MC warrant the accuracy of the information provided herein and views
expressed in this document reflect the personal views of the analyst(s) which does not take account of individual clients’ objectives, financial situations or
needs. Investors are required to undertake their own assessment and seek appropriate financial, legal, tax and regulatory advice to determine whether this
investment is appropriate for them in light of their experience, objectives, financial resources and other relevant circumstances. Mashreq Asset
Management, MC nor any of their related parties accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of
this document and/or further communication in relation thereto. Mashreq Asset Management and MC do not accept any obligation to correct or update the

information or opinions in this document; opinions expressed are subject to change without notice.

FOR THE DIFC-BASED FUND COVERED IN THIS NOTE, THE MATERIAL IS INTENDED ONLY FOR PROFESSIONAL CLIENTS, AND NOT FOR RETAIL CLIENTS, AS
DEFINED BY THE DFSA RULES AND SHOULD NOT BE PROVIDED TO OR RELIED UPON BY ANY SUCH PERSON.

The above terms are indicative and do not constitute solicitation or an offer to sell to the public. This document is not intended to identify, represent or
notify the conclusive terms and conditions of any transaction, other material considerations and any possible risks, direct or indirect, that would be involved

in undertaking such a transaction.
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