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Volatility is here to stay against a “glass-half-full” backdrop 
• Last week was negative for most major asset classes, especially stocks and the AI/tech complex 
• Still, the earnings season proved reassuring and October PMIs only carried positive signals 
• We didn’t change our slightly defensive positioning in November 

 

 

 

Last week Volatility continued to rise. The epicentre of 
concerns remains rich equity valuations, especially for the US 
AI and technology complex where a rising number of 
companies saw their share prices fall despite positive 
quarterly results and confident guidance. Of course, the 
backdrop of uncertainty from an endless US government shut 
down doesn’t help as it deprives investors of the important 
data points that would normally be underpinning their 
predictions of the crucial trajectory Fed’s interest rates. 

Still, not all data was silenced. Starting with the top-down, the 
final PMIs for October were anything but alarming. At the 
composite level, all major regions are firmly in expansion 
territory. We didn’t get the monthly NFP job report, but the 
private “proxy” from ADP was reassuring with over 40,000 net 
creations in October. The message was however blurred by 
outplacement firm Challenger saying that US companies have 
laid off more people last month than in any October of the last 
20 years. Still, corporate health as measured by the quarterly 
earnings is solid. On average, companies which have reported 
so far (90% of the US S&P500) have exceeded EPS 
expectations by more than 6%. This is not unusual, but it is 
reassuring. Interestingly, market reaction was particularly 
demanding with expensive tech names. 

Washington DC continued to feed headlines. The US Supreme 
Court started hearings relative to the legality of most of tariffs 
imposed by President Trump under an emergency regime. A 
ruling, expected in the coming weeks, could halt them. There 
would however be ways for the administration to reinstate 
them, first temporarily, and then permanently through a 
regular legislative process. On the latter, hopes for a 
resolution of the current government shutdown are rising. 

Between sound fundamentals and rich valuations, we haven’t 
forged a conviction to change our positioning for November. 
We remain slightly defensive. Have a great week.
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Cross-asset Update 

 

 

TAA – Relative Positioning – Moderate Profile 
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The week closed in the red and was dominated by concerns 
about AI valuations and the sustainability of the related 
investments. The bulls would say that AI spending shows no signs 
of slowing and earnings remain solid, while the bears would argue 
that valuations are stretched and returns on bloated investments 
will be hard to come by. Famed investor Michael Burry sealed the 
debate by putting his money where his mouth his and revealing 
sizeable short positions on Nvidia and Palantir, AI investors’ 
darlings. On a more positive note, corporate fundamentals 
continued to surprise to the upside, as with most of the 
companies having reported, including five of the Magnificent 7, 
about 82% beat expectation setting the index on track for 12% 
Q3 earnings growth. IT sector earnings grew by 22%, while 
several mega-cap tech stocks raised guidance on profits and 
spending related to AI. Yet, on AI we would tend to see two 
justified concerns: investments are no longer self-funded and 
are changing the sector from cash-rich to leveraged, though this 
is still in early stages, and capital expenditure estimates have 
gone vertical raising eyebrows about returns on investments. 
Leverage and overinvestment both create vulnerability and hark 
back to the old days of the Dot-com bubble. 

And while headlines have continued to focus on big names 
related to AI capital expenditure, shrewd investors are starting to 
realize that constraints are not in compute capacity, but rather in 
electricity and space. New data centres require humongous 
energy supply and developing the related infrastructure can take 
years. In the years ahead bottlenecks will be shifting from the new 
economy back to the old one, where the winners will be the 
companies able to provide energy at a rate faster than its 
demand expands, as well as all the ‘pick and shovel’ activity 
related to the building of the data centres. Critical commodities 
will be in the spotlight, in particular copper, aluminium, and 
uranium, alongside rare earth elements used in energy 
production and storage. We are witnessing a market that is 
euphoric about the wonders of the new economy while 
neglecting that capex is driven by hard assets and the more 
traditional mining, manufacturing, and power supply companies. 
After the Dot-com bubble under-investments in the oil sector 
created major bottlenecks that laid the foundations for a bull 
market in energy stocks. Nowadays those stocks have been long 
forgotten, while we suspect they will be soon rediscovered 
alongside other basic resources shares amidst mounting energy 
and materials needs.  

Investors hold the view that AI justifies thinking yet again that “this 
time it’s different”. Nothing could be furthest from the truth, and 
a cycle akin to the one that followed the Dot-com bubble seems 
to be in sight. 
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Source: Bloomberg 
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US Treasury yields showed volatility last week, with the 10-year 
yield fluctuating between 4.05% and 4.16%. The yield reached 
4.16% on Wednesday after positive PMI data was released. In the 
absence of NFP figures, the ADP report became more important, 
as October recorded 42,000 new jobs, exceeding economists' 
estimates. The Supreme Court also began hearings about the 
legality of tariffs imposed by President Trump, and questions 
during these sessions raised considerations about possible 
changes to tariff policies that could influence future deficit 
projections. Later on, risk aversion increased as attention turned to 
AI stock valuations, which contributed to a decrease in yields. With 
expectations related to the reopening of the US government, 
Treasury yields rose again, and the 10-year yield is currently above 
4.13%. 

Although there is some rationale for expecting yields to decline, 
given signs of a weakening labour market as indicated by the 
recently published Challenger job cut figures, we prefer to await 
the release of official data before making any decisions regarding 
duration. The US Treasury’s November refunding meeting 
reaffirmed that nominal coupon auction sizes will remain steady 
for “at least the next several quarters”, while also signalling the 
possibility of adjustments further down the line. Investors are 
increasingly considering alternative government securities as a 
hedge against potential slowdowns. Notably, the Chinese 
government issued $4 billion in bonds last week, attracting order 
books that were more than 30 times oversubscribed. At present, 
Chinese 3- and 5-year bonds are trading at yields 30 basis points 
lower than equivalent US government bonds, reflecting investor 
confidence in robust emerging market sovereigns. 

We also remained neutral on credit segments. The earnings season 
has remained strong with more than 450 of the S&P 500 
constituents having reported numbers. The earnings surprise at 
6.7% and 11.75% earnings growth indicate a good season that has 
so far supported the tight spreads.  The risk-return profile in the 
credit space remains stretched and 12-month forward returns at 
current levels of spreads historically have been low. However, 
timing the widening remains tough. We would look at initial jobless 
claims to move higher before making any moves. 

During the past week, the GCC region saw multiple noteworthy 
issuances. The Government of Qatar led with a USD 3 billion 10-
year sukuk priced at 4.25%, alongside a USD 1 billion 3-year bond 
at 3.625%. Additionally, QIIB Bank of Qatar issued a USD 500 
million 5-year senior unsecured sukuk at 4.5%. GIB-KSA, 50% 
owned by the Public Investment Fund (PIF), completed a USD 500 
million perpetual NC5.5 issuance at 6.625%. In Saudi Arabia, 
AviLease Capital raised USD 850 million through a 5-year senior 
unsecured bond at 4.75%. Within the UAE, Ittihad Investment 
Company entered the market with a USD 550 million 5-year senior 
unsecured sukuk at 7.375%, while Sharjah Islamic Bank 
successfully issued a USD 500 million 5-year sukuk at 4.6%. To 
date, total GCC issuances have surpassed USD 132 billion. This 
week, DIB has issued a mandate for selling 5-year senior $ sukuks 
and NBO plans to sell a 5.5-year non-callable perpetual $ bond. 
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Equity Update Equity Recommended Regional Positioning 
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Global equities lost ground last week as the rally that carried 
markets through October began to lose momentum. The MSCI 
Index fell 1.5%, with developed and emerging markets both 
weaker as valuations came under closer scrutiny and earnings 
growth showed uneven strength across regions. Technology 
shares, which had led the advance for much of the year, became 
the focal point of selling as markets adjusted to lofty valuations 
and more cautious guidance from some of the largest companies. 
In the U.S., the S&P 500 declined 1.6%, marking its steepest 
weekly drop since April. Corporate highlights include AMD’s 
quarterly outlook which failed to meet expectations and raised 
doubts about the pace of future AI-related demand. Palantir 
weakened as elevated valuations met a cooling in sentiment, even 
with solid revenue growth. On the earnings front, about 91% of S&P 
500 companies have now reported third-quarter results, with 82% 
surpassing earnings estimates, the highest beat rate since late 
2021 and above both the five- and ten-year averages. In 
aggregate, earnings have come in 7% ahead of forecasts, a level 
consistent with the long-term trend and a sign of ongoing profit 
resilience. Disney advanced after announcing an AI partnership 
with CoreWeave. McDonald’s reported firm U.S. sales supported 
by value-focused demand, and Pfizer raised its outlook following 
the completion of its $10 billion acquisition of Metsera. Rivian 
narrowed its losses through tighter cost control, and Tesla traded 
unevenly as debate over Elon Musk’s compensation plan 
persisted. Overall, the U.S. earnings picture remains solid, but the 
market reaction has turned more selective as attention shifts 
toward 2026 earnings expectations and valuation support. 

In Europe, equities extended their decline, with the MSCI Europe 
Index down 1.1%. BP delivered stronger profits on improved 
efficiency and stable output, yet the positive surprise was offset 
by weakness in healthcare and consumer shares. Novo Nordisk 
lowered guidance amid intensifying competition in the obesity 
drug market, and Smith & Nephew tumbled after missing revenue 
targets.  Across Asia, the MSCI Asia Pacific Index recorded its 
sharpest weekly drop since August. Japan’s Topix fell 1.0% as 
semiconductor and industrial names retreated. The yen’s 
prolonged weakness, which had supported exporters earlier in the 
year, is now becoming a headwind as it approaches levels that risk 
destabilizing capital flows and dampening confidence in Japan’s 
equity market. China provided relative stability. The MSCI China 
Index gained 0.4% as markets rotated toward value-oriented and 
state-linked sectors. Earnings season is gathering pace, with early 
reports showing improving momentum led by AI-related 
industries including media, electronics, and computing.  

The week ahead will remain focused on equities as markets 
evaluate whether the recent pullback marks a pause within the 
uptrend or the start of a longer consolidation. A key highlight will be 
NVIDIA’s earnings on November 20, given its market cap and 
pivotal role in the AI-driven growth narrative. Global equities are 
entering a more deliberate stage of adjustment, where further 
progress depends on consistent earnings growth and a broader 
base of participation across sectors. Any correction at this stage 
should be viewed as healthy, helping to consolidate gains and 
create fresh buying opportunities for investors seeking exposure 
to quality names in leading themes. 
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Disclaimer 

This document is prepared by Emirates Islamic Bank (P.J.S.C) (“the Bank” or “Emirates Islamic”), a public joint stock company incorporated in Dubai, 

United Arab Emirates (UAE) and licensed to provide various financial services including promotion, financial consultation, and securities portfolio 

management. Emirates Islamic is regulated supervised and controlled by the Central Bank of the UAE (“Central Bank”) and the Securities and 

Commodities Authority of the UAE (“SCA”), having its head office at Building 16, Executive Towers, Dubai Healthcare City, P.O. Box 6564, Dubai, United 

Arab Emirates. This document may be distributed and/or made available by the Bank (through its website, its branches or through any other modes, 

whether electronically or otherwise). 

Emirates Islamic is a group company of Emirates NBD Bank PJSC, and together with its affiliates, subsidiaries and group entities, including its 

shareholders, directors, officers, employees and agents are collectively referred to Emirates NBD Group. 

This publication is prepared without regard to the individual financial circumstances and objectives of persons who receive it. Data/information 

provided in this publication are intended solely for illustrative purposes for the general information or its recipients, irrespective of their customer 

classification as an Ordinary Investor or Professional Investor under the SCA Regulations. 

Any person (hereinafter referred to as “you”, “your”) who has received this document or have access to this document shall acknowledge and agree 

to the following terms. 

 

Reliance  

 

This publication may include data/information taken from stock exchanges or other third-party sources from around the world, which Emirates Islamic 

reasonably believes to be reliable, fair and not misleading, but which have not been independently verified. The provision of certain data/information 

in this publication may be subject to the terms and conditions of other agreements to which Emirates Islamic is a party. Opinions, estimates and 

expressions of judgment are those of the writer and are subject to change without notice. Emirates Islamic or any member of Emirates NBD Group 

makes no representation or warranty and accepts no responsibility or liability for the sequence, accuracy, completeness or timeliness of the 

information or opinions contained in this publication. Nothing contained in this publication shall be construed as an assurance by Emirates Islamic that 

you may rely upon or act on any information or data provided herein, without further independent verification of the same by you. 

The contents of this document are prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any 

other factors, including those relevant to the determination of whether a particular investment activity is advisable. Emirates Islamic does not 

undertake any obligation to issue any further publications or update the contents of this document. Emirates Islamic may also, at its sole discretion, 

update or change the contents herein without notice. Emirates Islamic or any member of Emirates NBD Group does not accept any responsibility 

whatsoever for any loss or damage caused by any act or omission by you as a result of the information contained in this publication (including by 

negligence). 

References to any financial instrument or investment product in this document are not intended to imply that an actual trading market exists for such 

instrument or product. Certain investment products mentioned in this document may not be eligible for sale in some jurisdictions, and they may not 

be suitable for all types of investors. The information and opinions contained in this publication is provided for informational purposes only and have 

not been prepared with any regard to the objectives, financial situation and particular needs of any specific person, wherever situated. If you wish to 

rely on or use the information contained in this publication, you should carefully consider whether any investment views and investment products 

mentioned herein are appropriate in view of your investment experience, objectives, financial resources and relevant circumstances. You should also 

independently verify and check the accuracy, completeness, reliability and suitability of the information and should obtain independent and specific 

advice from appropriate professional advisers or experts. 

 

Confidentiality  

 

This publication may be provided to you upon request (and not for distribution to the general public), on a confidential basis for informational purposes 

only, and is not intended for trading purposes or to be passed on or disclosed to any other person and/or to any jurisdiction that would render the 

distribution illegal. 

 

Solicitation  

 

None of the content in this publication constitutes a solicitation, offer, recommendation or opinion by Emirates Islamic to buy, sell or trade in any 

security or to avail of any service in any jurisdiction. This document is not intended to serve as authoritative legal, tax, accounting, or investment advice 

regarding any security or investment, including the profitability or suitability thereof and further does not provide any fiduciary or financial advice. This 

document should also not be used in substitution for the exercise of the prospective investor’s judgment. 
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Disclaimer 
Third Party  

This publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be 

contrary to law or regulation. 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 Emirates Islamic 

or its affiliates, subsidiaries or group entities distributing this document. You should not use the data in this publication in any way to improve the quality 

of any data sold or contributed by you to any third party. 

Funds which are approved by the Securities and Commodities Authority (SCA) for promotion within the UAE by the Bank, shall not be deemed a 

recommendation to purchase or invest in the fund and SCA shall not be held liable for the failure of any other party concerned with any fund to fulfil 

their obligations and duties, or for the accuracy and integrity of the details concerned in the respective fund prospectus and such responsibility shall be 

held by the parties whose names are indicated in the fund prospectus according to the roles and functions of each party. 

Liability 

Notwithstanding anything to the contrary set forth herein, Emirates Islamic, its suppliers, agents, directors, officers, employees, representatives, 

successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or 

errors in or omissions from this publication including, but not limited to, quotes and financial data; or (b) loss or damage arising from the use of this 

publication, including, but not limited to any investment decision occasioned thereby. Under no circumstances, including but not limited to negligence, 

shall Emirates Islamic, its suppliers, agents, directors, officers, employees, representatives, successors, assigns, affiliates or subsidiaries be liable to 

you for direct, indirect, incidental, consequential, special, punitive, or exemplary damages even if Emirates Islamic has been advised specifically of the 

possibility of such damages, arising from the use of this publication, including but not limited to, loss of revenue, opportunity, or anticipated profits or 

lost business. 

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 an 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, prospective investors should: (i) 

ensure that they fully understand the potential risks and rewards of that transaction; (ii) determine independently whether that transaction is 

appropriate given an investor’s investment objectives, experience, financial and operational resources, and other relevant circumstances; (iii) 

understand that any rates of tax and zakat or any relief in relation thereto, as may be referred to in this publication may be subject to change over time; 

(iv) consult their advisers on the legal, regulatory, tax, business, investment, financial and accounting implications of the investment; (v) understand the 

nature of the investment and the related contract (and contractual relationship) including, without limitation, the nature and extent of their exposure to 

risk; and (vi) understand any regulatory requirements and restrictions applicable to the prospective investor. 

Investors should make their own investigation into the Shariah compliance of any investment they wish to invest in. No reliance should be on the Bank 

or any declarations, fatwa, opinion, or other documents prepared by, on behalf or at the request of the Bank for the purposes of a determination or 

confirmation that the investment is Shariah compliant. Internal Shariah supervision committee of the product (s) issuing entity holds the responsibility 

of ensuring conformity of the product with Shariah. 

Forward Looking  

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 investment or financial 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 investment or financial 

instrument and all statements as to future matters are not guaranteed to be accurate. Certain matters in this publication about the future 

performance of Emirates Islamic or members of its group (the Group), including without limitation, future revenues, earnings, strategies, prospects 

and all other statements that are not purely historical, constitute “forward-looking statements”. Such forward-looking statements are based on 

current expectations or beliefs, as well as assumptions about future events, made from information currently available. Forward-looking statements 

often use words such as “anticipate”, “target”, “expect”, “estimate”, “intend”, “plan”, “goal”, “seek”, “believe”, “will”, “may”, “should”, “would”, 

“could” or other words of similar meaning. Reliance should not be placed on any such statements in making an investment decision, as forward-

looking statements, by their nature, are subject to known and unknown risks and uncertainties that could cause actual results, as well as the Group’s 

plans and objectives, to differ materially from those expressed or implied in the forward-looking statements. Estimates of future performance are 

based on assumptions that may not be realized. 
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Disclaimer 
Risk 

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. Emirates Islamic may use different models, make valuation adjustments, or use different methodologies when determining prices 

at which Emirates Islamic is willing to trade financial instruments and/or when valuing its own inventory positions for its books and records. 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." Emirates 

Islamic makes no warranty of any kind, express or implied, as to this publication, including, but not limited to, merchantability, non-infringement, title, 

or fitness for a particular purpose or use. 

Investment in financial instruments involves risks and returns may vary. The value of investment products mentioned in this document may neither be 

capital protected nor guaranteed and the value of the investment product and the income derived therefrom can fall as well as rise and an investor may 

lose the principal amount invested. Investment products are subject to several risks factors, including without limitation, market risk, high volatility, 

credit and default risk, illiquidity, currency risk and profit rate risk. It should be noted that the value, price or income of securities denominated in a 

foreign currency may be adversely affected by changes in the currency rates. It may be difficult for the investor to sell or realise the security and to 

obtain reliable information about its value or the extent of the risks to which it is exposed. Furthermore, the investor will not have the right to cancel a 

subscription for securities once such subscription has been made. Prospective investors are hereby informed that the applicable regulations in certain 

jurisdictions may place certain restrictions on secondary market activities with respect to securities.  

Before making an investment, investors should consult their advisers on the legal, regulatory, tax, business, investment, financial and accounting 

implications of the investment. In receiving this publication, the investor acknowledges it is fully aware that there are risks associated with investment 

activities. Moreover, the responsibility to obtain and carefully read and understand the content of documents relating to any 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. 

Intellectual property 

This publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates Islamic and others (including certain other 

information sources) through the application of methods and standards of judgment developed and applied through the expenditure of substantial time, 

effort, and money and constitutes valuable intellectual property of Emirates Islamic and such others. All present and future rights in and to trade secrets, 

patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any governmental authority, 

domestic or foreign, shall, as between the investor and Emirates Islamic, at all times be and remain the sole and exclusive property of Emirates Islamic 

and/or other lawful parties.  

Except as specifically permitted in writing, you should not copy or make any use of the content of this publication or any portion thereof or publish, 

circulate, reproduce, distribute or offer this publication for sale in whole or in part to any other person over any medium including but not limited to 

over-the-air television or radio broadcast, a computer network or hyperlink framing on the internet or construct a database of any kind. Except as 

specifically permitted in writing, you shall not use the intellectual property rights connected with this publication, or the names of any individual 

participant in, or contributor to, the content of this publication, or any variations or derivatives thereof, for any purpose. This publication is intended 

solely for non-commercial use and benefit, and not for resale or other transfer or disposition to, or use by or for the benefit of, any other person or 

entity. By accepting this publication, you agree not to use, transfer, distribute, copy, reproduce, publish, display, modify, create, or dispose of any 

information contained in this publication in any manner that could compete with the business interests of Emirates Islamic. Furthermore, you should 

not use any of the trademarks, trade names, service marks, copyrights, or logos of Emirates Islamic or its subsidiaries in any manner which creates 

the impression that such items belong to or are associated with you, except as otherwise provided with Emirates Islamic’s prior written consent. You 

shall have no ownership rights in and to any of such items. 

 

 

 

 

 

 

 

 


