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Weekly Newsletter

Musings

‘If you can't convince them, confuse them.”

[.ast week in the markets

May 16™, 2025
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—Harry S. Truman

Closing level Weekly change YTD change
S&P 500 5,958.37 5.29% 1.30%
Nasdag Composite [ 19,211.10 7.15% | -0.52%
10Y UST Yield 4.445 1.44% -2.80%
Crude oil 61.97 1.56% -13.59%
Gold | 3,204.45 -3.65% 22.11%
DXY 100.98 0.56% -6.91%
USD/INR ) 0.22% 0.02%
Euro STOXX 50 1.84% 11.47%
India (Nifty) 4.21% 5.82%
Japan (Nikkei) 0.67% -5.37%
China (CSI 300) 1.12% -1.16%
Saudi (TASI) 0.66% -4.96%
Abu Dhabi (ADX) 0.29% 2.50%
Dubai (DFM) 2.69% 5.75%

News from the markets

The University of Michigan's preliminary consumer sentiment index for May dropped
sharply to 50.8, down from 52.2 in April and marking the fifth consecutive monthly decline

and the second-lowest reading on record.

Inflation expectations surged to 7.3%, the highest since 1981.

On the face of it, this suggests a move towards stagflation and makes the Federal

Reserve's job more difficult.

We do, however, note that in recent months ‘soft data’ such as the above has not always

been reflected in subsequent ‘hard data’'.

Also, it is not clear that these sentiments fully capture the impact of the recent

announcements of change in trade policy.
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As per CME Fedwatch, ~77% of the market expects the first Fed cut to happen in September
2025.

Credit rating agency Moody’s downgraded the credit rating of US from a perfect Aaaq,
which it had maintained from 1917, to a notch lower at Aal. The reasons given are rising level
of deficit when the debt to GDP has crossed 100%.

S&P had downgraded the US in 2011.
Fitch had downgraded the US in 2023.

In both instances, markets had mostly taken their own course driven by the direction of
interest rates.

We do not expect a significant long-term response this time around, too. Reasons include:

e Moody’s had already put US on a credit watch in 2023, so a downgrade was expected in
any case.

e None of the countries still with AAA ratings — Australia, Canada, Denmark, Germany,
Lichtenstein, Luxembourg, Netherlands, Switzerland, Norway, Sweden and Singapore -
have capital markets of comparable depth. In other words, US remains ‘the cleanest dirty
shirt in the laundry heap”

e Under the Basel Il framework, used in the U.S. and globally for bank capital regulation,
banks do not need to hold capital against their holdings of U.S. Treasury securities. This
downgrade does not change that.

Having said that, we continue to believe that investors should book some profits from the
recent blistering rally and keep some cash available for better entry levels.

Key economic events coming this week

May 19t

EUR CFI (Apr)

Emaar Dev. earnings

Home Depot. Palo Alto earnings
UK CPI (Apr)

US Crude Qil Inventaries

Baidu, Lowe's , Target, Snowflake eamings
US Initial Jobless Claims

US Existing Home Sales (Apr)
Intuit, Dollar Tree earnings
German GDP Q1

Us New Home Sales (Apr)

JSW Steel, PDD Eamings

May 20"
May 21+

May 22nd

May 23
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Chart of the Week

Exhibit 4: Govt spending = one third of GDP, record excl. crisis periods
Federal + state & local expenditures as % of US GDP
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Source: BofA Research Investment Committee BEA

BofA GLOBAL RESEARCH

House Republicans failed Friday to push their big package of tax breaks and spending cuts
through the Budget Committee, as a handful of conservatives joined all Democrats in a
stunning vote against it.

Disclaimer

This document is prepared by Asas Capital Ltd (Asas). Asas is regulated by the Dubai Financial Services Authority (“DFSA”),
incorporated in the Dubai International Financial Centre. The information contained in this material does not constitute an
offer to sell or the solicitation of an offer to buy, or recommendation for investment in any financial product or financial
service in any jurisdiction. The information in this document is not intended as final advice and is only intended for
Professional Client and Market Counterparty, as defined by the DFSA, who understand the risks associated with such
investments. Investors are not to construe the contents of this document as legal, business or tax advice and each investor
should consult its own attorney, business adviser and tax adviser as to the associated risks, legal, business, tax, and related
matters. All reasonable efforts have been made to ensure accuracy of the information contained in this document, however,
it may include certain inaccuracies or typographical errors and Asas reserves the right to change or update these later. This
document has not been reviewed by, approved by, or filed with the DFSA. Asas does not provide any warranty, express or
implied, about the accuracy of the information provided in this document. Asas also does not provide a warranty, express or
implied, on the availability of products and services described in this document. But without prejudice to the generality of
the foregoing, no redocument or warranty is given as to the achievement or reasonableness of any future projections,
estimates, returns contained in the document or in such other written or oral information. Past performance is not a sign of
future performance. This document is confidential and contains proprietary information, neither this document nor any
portion hereof may be reprinted, sold, or redistributed without our prior written consent. The distribution of this document
and investment in any financial product or financial service may be restricted by law in certain jurisdictions. The investors
should inform themselves as to legal requirements and tax consequences within countries of their citizenship, residence,
domicile, and place of business with respect to holding and disposition of investment and any foreign exchange restrictions
that may be relevant thereto. In no event shall Asas be liable for any direct, indirect, punitive, incidental, special, or
consequential damages or damages for loss of profits, revenue, data, down time, or use, arising out of or in any way
connected with the use of this document or performance of any investments, whether based on contract, tort, negligence,
strict liability or otherwise.
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