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Equities break momentum as yields spike, dollar extends rally, and oil reprices Hormuz risks

Macro headlines

China and the US signaled a modest thaw in trade relations, agreeing to expand agricultural trade through
tariff reductions and to address non tariff barriers. But the geopolitical backdrop overshadowed the economic
diplomacy. President Trump, returning from Beijing, said President Xi agreed that Tehran must reopen the
Strait of Hormuz — though China itself offered no such commitment. The comments came as drone attacks
hit a nuclear facility in the GCC region, underscoring the rising risk of escalation. Trump warned Iran to act
“fast,” suggesting the diplomatic window is narrowing. Political risks rose in the UK as former health minister
Streeting and Mayor Burnham challenged Prime Minister Starmer. WHO declared an Ebola outbreak in the
DRC and Uganda a "public health emergency of international concern". Meanwhile, the Federal Reserve
Board named Powell chair pro tempore after his term formally expired, a procedural bridge until Warsh is
sworn in. The move drew dissent from Governor Miran and an abstention from Vice Chair Bowman — an
unusually public split at a sensitive moment for the central bank. US industrial production rose 0.7% m/m in
April, the strongest gain in over a year, driven by motor vehicles and parts. The Empire State Manufacturing
Survey surged to 19.6, its highest in more than four years, with firms reporting rising orders, longer delivery
times, and accelerating input and selling prices. The data points to early stage momentum in manufacturing
despite higher input costs from the Iran war and tariffs. Europe and Asia showed similar inflationary strain.
German wholesale prices rose 6.3% yl/y, the fastest since early 2023. Japan’s corporate goods prices
surged 2.3% m/m — the biggest jump in 12 years — reinforcing expectations of a BOJ rate hike. India and
the UAE signed agreements on energy security and defense, while India’s wholesale inflation spiked to
8.3% vyly, the fastest in three and a half years. China’s April data disappointed sharply: industrial output
grew just 4.1% yl/y and retail sales slowed to 0.2% yl/y, and fixed asset investments posted a decline of 1.6%
yly reflecting the drag from higher energy costs and weak domestic demand.

Market performances

Global equities sold off sharply on Friday as inflation concerns resurfaced and the Al driven rally finally met
resistance. The S&P 500 fell 1.24% to 7,408.50, the Nasdaq dropped 1.54% to 26,225.15, and the Dow
declined 1.07%. Despite the pullback, the S&P 500 still posted a seventh straight weekly gain — its longest
streak since 2023 — while the Nasdaq snapped a six week run. Global equity benchmark fell 1.54%, the
STOXX 600 dropped 1.48%, and Asia Pacific equities slid 2.5%. South Korea’s KOSPI fell more than 6%
after a steep multi month rally, though it remains up nearly 78% year to date. Bond markets saw a decisive
repricing. The US 10 year yield jumped to 4.597%, the 30 year rose to 5.122%, and the 2 year climbed to
4.079%. Traders now assign nearly a 39% probability of a Fed rate hike by year end — up from 14% a week
ago — reflecting the inflation shock from oil, import prices, and wholesale data. In FX, the dollar strengthened
for a fifth straight day, with the dollar index rising to 99.28. The euro fell to USD1.1625, the yen weakened
to 158.74, and sterling slid to USD1.3326 amid deepening UK political turmoil. UK gilt yields rose sharply
as Labour's leadership crisis intensified. Oil rallied on renewed supply fears, with WTI settling at
USD105.42/bbl (+4.2%) and Brent at USD109.26/bbl (+3.35%). Silver prices fell sharply as rising yields and
a stronger dollar weighed on precious metals.

What’s next

This week’s focus turns to flash PMIs across the US, eurozone, Japan, UK, India, and Australia for early signals
on growth and inflation, alongside industrial production releases in several major economies. The US April FOMC
minutes will offer insight into the final meeting under Powell, with guidance and inflation risks in focus. UK April
CPI and RPI are expected to moderate as ultility bills, rail fares, and water charges fell, offsetting higher energy
prices. US equity markets will watch earnings from Nvidia and major retailers including Walmart for signals on Al
momentum and consumer resilience. Monday'’s releases include the US NAHB housing index, Italy’s March trade
balance, the UK S&P Global Consumer Sentiment Index, and Thailand’s Q1 GDP. Bank of England MPC
members Mann and Greene deliver speeches.
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Global markets’ performance snapshot
Performance snapshot*
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Source: Bloomberg, and ADCB Asset Management *Notes: Data as at 8AM UAE time — May 18, 2025. Performance in local currency

terms.
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Disclaimer

ADCB Asset Management Limited (“AAML”), is a member of ADCB Group, licensed by Financial Services Regulatory Authority in Abu
Dhabi Global Markets under financial services permission number 170036.

This publication is intended for general information purposes only. It should not be construed as an offer, recommendation or solicitation
to purchase or dispose of any securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this
publication nor anything contained herein shall form the basis of any contract or commitment whatsoever. Distribution of this publication
does not oblige ADCB Group to enter into

transaction.

The content of this publication should not be considered as legal, regulatory, credit, tax or accounting advice. Anyone proposing to rely
on or use the information contained in the 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 regarding
information contained in this publication. Investment products are not available to US persons.

Information and opinions contained herein is are based on various sources, including but not limited to public information, annual reports
and statistical data that AAML considers accurate and reliable. However, AAML makes no representation or warranty as to the accuracy
or completeness of any statement made in or in connection with this publication and 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. This publication is intended
for customers who are either retail or professional investors.

Charts, graphs and related data or information provided in this publication are intended to serve for illustrative purposes only. The
information contained in 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 their determination. All statements as to future matters are not guaranteed to be
accurate. AAML expressly disclaims any obligation to update or revise any forward looking statement to reflect new information, events
or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

ADCB Group does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to
the companies covered in its publications. As a result, recipients of this publication should be aware that any or all of foregoing services
may at time give rise to a conflict of interest that could affect the objectivity of this publication. Opinions expressed herein may differ
from opinions expressed by other businesses or affiliates of ADCB Group.

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB
Group. They are subject to investment risk, including possible of loss of principal amount invested. This publication may not be
reproduced or circulated without ADCB Group written authority. The manner of circulation and distribution may be restricted by law or
regulation in certain jurisdictions. Persons who come into possession of this document are required to inform themselves of, and to
observe such restrictions. Any unauthorized use, duplication, or disclosure of this document is prohibited by law and may result in
prosecution.
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