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Global economy maintains momentum

The global economy is maintaining momentum on the back of steady growth in advanced
economies despite prevailing uncertainty. The global manufacturing and confidence
indicators have moved higher across the globe, while inflation has picked up partly owing
to higher prices of oil and some other commodities. The US Fed raised interest rates by
25bps, in line with market expectations and has maintained its projection for three rate
hikes this year, citing improving employment, inflation and consumer & business
confidence. Capital markets globally reacted positively to the rate hike and Fed’s outlook.
Meanwhile, the IMF is looking to raise the UK’s growth forecast in its April world economic
outlook report. The agency also stated that the emerging economies will continue to
constitute a majority of global growth, led by India and China, backed by improving
conditions in countries such as Russia and Brazil, who have wriggled out of deep recession.
However, there are concerns over whether this momentum can be sustained. Inflation may
ease over the coming months as oil prices have begun to fall back on increased shale supply,
while the wage growth slows. The IMF chief has mentioned that there is a need for
continued monetary support and a focus on the fiscal policy to maintain this momentum.

US Fed hiked its interest rates for the third time since the crisis, by 25 bps to a range of
0.75% and 1%, on the back of better labour market conditions and higher consumer and
business confidence. The central bank also stated that inflation is on track of achieving the
Fed’s target and business investment has witnessed improvement.

The OECD has stated that the global economy will expand by 3.3% y-o-y in 2017 and by
3.6% y-0-y in 2018, unchanged from the previous forecasts in November 2016. However, the
OECD added that the modest global growth recovery may be at risk from the rise in
protectionist policies coupled with divergent monetary policy decisions.

The BoE is set conduct tough banking stress test as the British government prepares
to trigger Article 50 of the Lisbon Treaty, which would officially commence the UK’s process
to exit the EU. The stress test would evaluate resilience of the banking sector in case of
uncertain economic scenarios.

China lowered its 2017 growth target to 6.5% y-o-y, from 2016’s growth rate of 6.7% y-
o-y (target of 6.5%-7%), and said it will take steps to ensure economic stability and mitigate
risks arising from high borrowing. The country also set a budget deficit target of 3% of GDP
for 2017.

Global manufacturing activity picked up in February 2017, as indicated by the JP
Morgan Global Manufacturing PMI, which rose to a 69-month high of 52.9, backed by the
rise in output, new orders and employment.

The US Q4 2016 GDP grew by 1.9% y-o-y, unchanged from the previous estimate.
Meanwhile, the ISM manufacturing PMI expanded to a 30-month high reading in February,
owing to the rise in production and new orders. Non-farm payrolls added higher-than-
expected jobs in February 2017.

The Eurozone economy in Q4 2016 rose by 1.7% y-o-y in line with flash estimates.
Meanwhile, the UK’s Q4 2016 GDP expanded by 2.0% y-o-y, 0.2% lower than what was
estimated previously.

The Japanese Q4 2016 GDP expanded by 1.2% y-o-y compared to a 1.0% y-o-y rise in the
first preliminary, owing to an upward revision in business spending. Meanwhile, India’s
economy in Q3 2016-17 (Oct-Dec) rose by a slower pace compared to the previous quarter,
owing to the demonetization effect.
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The EIA revised its US oil output estimates for 2017 to 9.2 mbpd from 9.0 mbpd and
for 2018 by 0.2 mbpd to 9.7 mbpd, owing to expectations of higher drilling activity, especially
in the Permian area. Meanwhile, as per the OPEC report, Saudi Arabia’s crude oil
production was higher in February (10.011 mbpd) compared to January (9.748 mbpd),
although lower than its set target of 10.058 mbpd.

Figure 1: OECD Interim Economic Outlook

Projections Diff. from November Report
2017 2018 2017 2018
World GDP 3.3 3.6 0.0 0.0
Advanced Economies
United States 2.4 2.8 0.1 -0.2
Euro Area 1.6 1.6 0.0 -0.1
Germany 1.8 1.7 0.1 0.0
France 1.4 1.4 0.1 -0.2
United Kingdom 1.6 1.0 0.4 0.0
Japan 1.2 0.8 0.2 0.0
Emerging Economies
China 6.5 6.3 0.1 0.2
India 7.3 7.7 -0.3 0.0
Source: OECD, Al Rajhi Capital
Figure 2: Global Economic Data
Country Particulars Period Actual Consensus Previous
GDP (Second estimate y-0-y) Q4 1.9% 2.1% 1.9%
US  ISM Manufacturing PMI February 57.7 56.0 56
CPI (y-0-y) February 2.7% 2.7% 2.5%
GDP (y-0-y) Q4 1.7% 1.7% 1.7%
Eurozone Manufacturing PMI (Flash) March 56.2 55.3 55.4
CPI (y-0-y) February 2.0% 2.0% 2.0%
GDP (Second estimate y-0-y) Q4 2.0% 2.2% 2.2%
UK Manufacturing PMI February 54.6 55.6 55.7
CPI February 2.3% 2.1% 1.8%
GDP (Second Preliminary y-0-y) Q4 1.2% 1.6% 1.0%
Japan  Manufacturing PMI (Flash) March 52.6 - 53.3
CPI (y-0-y) January 0.4% - 0.3%
GDP (y-0-y) - - - -
China  Manufacturing PMI February 51.7 50.8 51
CPI (y-0-y) February 0.8% 1.7% 2.5%
GDP (y-0-y) Q3 (Oct-Dec) 7.0% - 7.4%
India  Manufacturing PMI February 50.7 - 50.4
CPI (y-0-y) February 3.7% - 3.2%

Source: FXstreet, Al Rajhi Capital
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Figure 3: US ISM PMI Trend — Manufacturing PMI expanded to a two
and a half year high reading of 57.7 in February 2017, led by the rise
in production and new orders.
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Figure 5: US auto sales growth (y-o-y) — dropped by 0.7% y-o0-y in
February 2017, versus a yearly fall of 0.4% y-o0-y in the previous
month.
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Figure 7: Inflation trend — US Consumer inflation rose by the fastest
rate in almost 5 years, by 2.7% y-0-y in February 2017 compared to a
2.5% y-o0-y rise in the previous month.
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Figure 4: Non-farm payrolls — Higher-than-expected at 235,000 in
February 2017 (consensus: 190,000), while January’s data was revised
higher to 238,000 (227,000 earlier).
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Figure 6: US retail sales growth (y-o0-y) — grew by 5.7% y-0-y in
February 2017, against +6.0% y-0-y (revised higher) in January, as
delayed individual tax refunds affected consumer spending.
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Figure 8: 10-year US treasury yield — The US 10-year treasury yield
dropped ~1.2 bps MTD in March 2017.
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Figure 9: Eurozone PMI trend — March composite PMI (flash)
expanded to 56.7 as compared to 56.0 in February 2017.
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Source: Bloomberg, Al Rajhi Capital. PMIs for March mentioned in the chart are Flash PMls.

Figure 11: Japan and UK manufacturing PMI trend — Japan’s PMI
(Flash) in March 2017, expanded at a slower pace than the previous
month. Further, the UK’s PMI slowed down in February 2017, although
remaining in the expansion territory.
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Source: Bloomberg, Al Rajhi Capital. March data for Japan is Flash PMI.

Figure 3: India and China manufacturing PMI trend — China and
India’s PMI in February 2017 expanded to 51.7 and 50.7, respectively,
both led by the rise in output and new orders.
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Figure 10: Eurozone Inflation — Eurozone CPI rose at the fastest
pace in almost four years, by 2.0% y-o-y in February 2017, in line
with flash estimates.
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Figure 2: Japan and UK CPI trend — Japanese CPI rose for the fourth
consecutive month (+0.4% y-0-y in January 2017), while UK CPI rose at
the fastest pace in 41 months (+2.3% y-0-y in February 2017) , backed by
the rise in energy and food prices.
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Source: Bloomberg, Al Rajhi Capital. February CPI data for Japan not released yet.

Figure 4: India and China CPI trend — China’s inflation grew by 0.8% y-
o0-y in February 2017, while India’s inflation rose by 3.7% y-o-y in the
same month, owing to a rise in food prices.
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Figure 5: China's oil import trend

USD bn
25 4

15 -

10 A
| ‘ ‘ “ “

o AANERERRER - ALTRERENRERRE
RN\ \"‘ \"‘ \\"‘ \b‘ \ \(’3 (’-’ \"3 NSNS \@ \‘—0 \@ \‘b \Q’ (\
S

NGNS
& oF & OIS ?*‘\'Q‘ foxd 0?5‘ (<é,° N

W China

Source: Bloomberg, Al Rajhi Capital

Figure 7: 10-year government yields — Yields in Germany and the
UK rose on MTD basis.
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Source: Bloomberg, Al Rajhi Capital. Data calculated for MTD.

Figure 19: Crude oil prices — Crude oil prices (Brent May futures
contract) declined 10.2% MTD in March 2017, as investors were
concerned over the rise in US shale oil production.
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Figure 6: India's oil import trend
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Figure 8: One year government yields — One-year yields for the US,
Germany, Japan and the UK witnessed a rise in March (MTD).
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Source: Bloomberg, Al Rajhi Capital. Data calculated for MTD.

Figure 20: Gas (Henry hub) prices trend — Natural gas (Henry hub)
prices rose 10.0% MTD in March 2017 to ~US$3.052/mmbtu, as against a
monthly drop of 11.0% in February 2017.
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Source: Bloomberg, Al Rajhi Capital. Data calculated for MTD.
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Figure 21: Gold price trend — Gold prices grew by 0.5% MTD in March Figure 22: Silver price trend — Silver prices dropped by 1.1% MTD in

2017, as compared to the monthly rise of 3.1% in February 2017.
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Figure 23: MSCI Global Index
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Figure 25: Forward P/E chart
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Bloomberg, Al Rajhi Capital. Data calculated for MTD.

March 2017, versus a rise of 4.3% m-o-m in the previous month.
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Figure 24: Benchmark Index Return
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Figure 26: MSCI global P/E movement chart
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Figure 27: MSCI global sector YTD performance
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Source: Bloomberg, Al Rajhi Capital, Rebased 2017=100. Data calculated for MTD.
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Figure 31: USD/JPY
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Figure 28: MSCI regional YTD performance
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Figure 32: GBP/USD
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Figure 33: Real GDP Growth

Economies Q4 2016 Q1 2017E Q2 2017E Q32017E  Q42017E  Q12018E Q2 2018E
us 1.9% 1.9% 2.5% 2.4% 2.4% 2.3% 2.4%
Europe 1.7% 1.6% 1.6% 1.6% 1.5% 1.5% 1.5%
Japan 1.2% 1.0% 1.2% 1.3% 1.0% 0.9% 0.8%
UK 2.0% 2.3% 2.0% 1.7% 1.2% 1.1% 1.2%
India 7.0% 6.4% 7.0% 7.5% 7.7% 7.6% 7.6%
China 6.8% 6.7% 6.6% 6.5% 6.4% 6.3% 6.3%

Source: Bloomberg, Al Rajhi Capital, and forecasts are Bloomberg consensus

Figure 34: Inflation (CPI)

Economies Q4 2016 Q1 2017E Q2 2017E Q3 2017E Q42017E Q1 2018E Q2 2018E
us 1.8% 2.6% 2.4% 2.6% 2.4% 2.3% 2.4%
Europe 0.7% 1.8% 1.6% 1.6% 1.5% 1.4% 1.4%
Japan 0.3% 0.4% 0.5% 0.9% 0.7% 0.8% 0.9%
UK 1.2% 2.1% 2.6% 2.7% 2.7% 2.8% 2.6%
India 2.7% 4.2% 4.2% 4.8% 5.1% 5.3% 5.2%
China 2.2% 1.8% 2.1% 2.2% 2.2% 2.2% 2.2%

Source: Bloomberg, Al Rajhi Capital, and forecasts are Bloomberg consensus

e The US Q4 2016 GDP (second estimate) rose by 1.9% y-0-y, same as that in the previous estimate. The rise in consumer spending was
overshadowed by the downward revision in business investment and government spending.

e The Eurozone Q4 2016 GDP grew by 1.7% y-0-y, in line with flash estimate. On a quarterly basis, the Q4 2016 GDP expanded by 0.4%,
unchanged from flash estimate.

e The Japanese Q4 2016 GDP (second preliminary) expanded by 1.2% y-0-y, as compared to 1.0% y-o-y rise in the first preliminary, owing
to an upward revision in business spending.

e The UK Q4 2016 GDP (second estimate) grew by 0.7% g-0-¢, 0.1% higher than the previous estimate, owing to an upward revision in the
manufacturing industry output.

¢ India’s economy in Q3 2016-17 (Oct-Dec) expanded by a slower pace of 7.0% y-0-y, versus 7.4% y-0-y in the previous quarter, owing to
demonetisation effect.

Disclosures Please refer to the important disclosures at the back of this report.



Economic Research

March 2017

Figure 9: Economic Calendar
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Country Event Name Period Start Date
us Q4 Gross Domestic Product 30-Mar-2017
Japan Consumer Price Index (YoY) February 30-Mar-2017
Japan Unemployment Rate February 30-Mar-2017
UK Q4 Gross Domestic Product 31-Mar-2017
China NBS Manufacturing and non-manufacturing PMI March 31-Mar-2017
Eurozone Consumer Price Index (YoY) (Preliminary) March 31-Mar-2017
China Caixin Manufacturing PMI March 3-Apr-2017
Eurozone Unemployment Rate February 3-Apr-2017
us ISM manufacturing PMI and Prices Paid March 3-Apr-2017
us Trade Balance February 4-Apr-2017
us Factory Orders February 4-Apr-2017
Eurozone ECB Non-Monetary policy meeting 5-Apr-2017
Japan BoJ Governor Speech 5-Apr-2017
us ADP Employment Change March 5-Apr-2017
us ISM non-manufacturing PMI March 5-Apr-2017
China Caixin Services PMI March 6-Apr-2017
Eurozone ECB Monetary Policy Meeting Accounts 6-Apr-2017
UK Manufacturing Production February 7-Apr-2017
UK Trade Balance February 7-Apr-2017
us Non-farm Payrolls March 7-Apr-2017
us Unemployment Rate March 7-Apr-2017
UK NIESR GDP Estimate (3M) March 7-Apr-2017
China Consumer Price Index (YoY) March 9-Apr-2017
us Labor Market Conditions Index March 10-Apr-2017
UK Consumer Price Index (YoY) March 11-Apr-2017
Eurozone Industrial Production February 11-Apr-2017
UK Unemployment Rate February 12-Apr-2017
China Trade Balance March 13-Apr-2017
China Q1 Gross Domestic Product 13-Apr-2017
us Retail Sales March 14-Apr-2017
us Consumer Price Index (YoY) March 14-Apr-2017

Source: FXStreet, Al Rajhi Capital
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IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia. Al
Rajhi is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research
reports and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in
reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the
“Exchange Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through Rosenblatt Securities Inc, 40 Wall Street 59th Floor, New York
NY 10005, a registered broker dealer in the United States. Under no circumstances should any recipient of this research report effect any
transaction to buy or sell securities or related financial instruments through Al Rajhi. Rosenblatt Securities Inc. accepts responsibility for the
contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S.
institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to
applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a
research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,” as determined in accordance with Section 13(d) of the Exchange Act,
1% or more of any of the equity securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers,
directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal or agent
of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any material conflict of interest as of the date of this
publication.

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past
12 months, nor received compensation for investment banking services from the subject company in the past 12 months, neither does it or
any affiliate expect to receive, or intends to seek compensation for investment banking services from the subject company in the next 3
months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single
recipient. This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports or
developments referred to in this research report. Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any
liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research
report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups,
or affiliates of Al Rajhi.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain
risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange
Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be
subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in
a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or
income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al
Rajhi with respect to future performance. Income from investments may fluctuate. The price or value of the investments to which this
research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any recommendation or opinion
contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the
securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used
herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent
of Al Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in this respect. This research document has been
prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi
Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express
written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such
information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable but we do not
guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information
provided and Al Rajhi Capital does not represent that the information content of this document is complete, or free from any error, not
misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor any
opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to
such securities or investments. It is not intended to provide personal investment advice and it does not take into account the specific
investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or
investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may
not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value
of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or
income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its
officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related
investments, including long or short positions in securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi
Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business
from, any company mentioned in this research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for
any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this
research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no
responsibility to update the information in this research document. Neither the whole nor any part of this research document may be altered,
duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any
registration or licensing requirement within such jurisdiction.
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Disclaimer

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared
for the general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or
manner, without the express written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement
not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to
public disclosure of such information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be
reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the
data and information provided and Al Rajhi Capital does not represent that the information content of this document is complete, or free
from any error, not misleading, or fit for any particular purpose. This research document provides general information only. Neither the
information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment
products related to such securities or investments. It is not intended to provide personal investment advice and it does not take into account
the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or
investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may
not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value
of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or
income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its
officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related
investments, including long or short positions in securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi
Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business
from, any company mentioned in this research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for
any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this
research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no
responsibility to update the information in this research document. Neither the whole nor any part of this research document may be altered,
duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to
or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any
registration or licensing requirement within such jurisdiction.
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