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Trade anxiety makes a comeback 
• Last week was extremely eventful, ending with severe risk aversion as President Trump reignited tariff war with China 
• The weekend developments confirmed our view that this is more negotiating rhetoric than actual escalation 
• Valuations remain rich but we do not expect strong disappointment from the just started earnings season 

 

 

 

Last week started with a rally in Japan, with hopes of the return 
of Abenomics, a political gridlock in France, raising concerns 
on its budget, and continued with a series of deals in the AI 
ecosystem. We also saw gold crossing the $4,000 mark like a 
breeze, the release of not so dovish FOMC minutes, a 
continuation of the US government shutdown and most 
importantly, a peace agreement in Gaza.  

Still, the main market event was yet to come. On Friday, 
President Trump posted on his TruthSocial network his 
intention to impose a 100% tariff on China from November 1st, 
on top of existing levies, as well as restrictions on the export of 
critical software. Risk aversion spiked with US stocks instantly 
losing 3 to 4%, US Treasury yields rallying, the dollar 
interrupting its recent rebound and even a flash crash in 
bitcoin. Many commentators came out to predict the 
beginning of the big crash they were expecting for months (if 
not years) especially around the AI “bubble”. 

While we remain concerned about valuations, which is why we 
turned a bit more defensive in September, we are not outright 
bearish. The negotiation style of President Trump is well 
known, and his subsequent social media post on Sunday was 
much more restrained, addressed to “highly respected” 
President Xi. With regards to an AI bubble, we haven’t seen so 
far, a material expansion of the Magnificent 7 valuations ratio 
compared to last year, as earnings actually deliver, and as 
market expectations are not for immediate returns on 
hyperscalers’ massive AI infrastructure investments. 

Our investment committee decided no change last week in 
our positioning. Yes, we are overweight cash and gold, but 
only marginally underweight in DM stocks and some segments 
of fixed income. Our largest underweight is hedge funds as 
trends are hard to anticipate when social media can reverse 
the narrative. The week ahead and the following will be a lot 
about corporate earnings. Have a great week. 
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TAA – Relative Positioning – Moderate Profile 

UW/N/OW: Underweight/Neutral/Overweight 
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Rallies in IT stocks and precious metals, in particular gold, 
characterized most of the week, an unusual combination. One 
more deal in the IT sector, whereby OpenAI announced it would 
buy billions worth of AMD’s AI chips and also take a 10% stake in 
AMD over time, set markets on fire. AMD ended 30.5% higher 
broadly upgraded by analysts. It is worth noting that OpenAI 
recently also struck deals with Nvidia and Oracle, for investments 
amounting to roughly $1tn overall including the agreement with 
AMD. That’s hardly possible for a company that is just burning 
cash as of today, concerns that Wall Street of course is brushing 
aside for whatever carries an AI label. We must anyway 
acknowledge that there is much more to the sector than hype. IT 
investments contributed more to GDP through H2 than 
consumption expenditure, keeping the economy afloat and the 
labour market subdued at the same time. With less need for 
workers amidst a productivity surge, inflation remains in check, 
and markets celebrated. Gold (+53% YTD) was in the spotlight as 
well, rising for eight weeks back-to-back, though conveying a 
more ominous message. Central bank reserve managers have 
been buying the yellow metal as an alternative to the US dollar in 
a more fractured world, and investors joined in as well. Yearly 
returns well above 35% were last recorded in the 70s, the times 
of stagflation, the regime that tariffs in the United States will 
eventually be ushering in. Also, growing worries about the 
finances of the major DM countries have been driving purchases, 
in a so-called debasement trade. The two asset classes delivered 
contrasting messages, IT one of trust in its ability to tide over the 
economy, gold one of distrust towards the system. They can 
both be right at the same time in the sense that the AI theme is 
more cyclical in nature, while gold is pointing to secular issues 
coming to a head. IT equities and gold can continue to rise 
together, though not indefinitely. At some point gold will take 
over while marking the end of the Goldilocks scenario. 

Equity and credit also provided contrasting messages. In the 
later stages of the business cycle – as we currently are with high 
valuations, ample liquidity and a tight labour market – stocks tend 
to accelerate higher, while the credit asset class is usually the 
canary in the gold mine flashing warning signs of underlying 
excesses. Recently some notable bankruptcies, listed private 
equity companies rolling over, and credit spreads widening 
somewhat suggest all may not be fine with the subprime 
consumer. For now, it seems premature to call the end of the 
cycle, though credit is pointing to a prudent approach being 
appropriate at least withing the asset class. 

One must also be mindful of the political cycle. The Washington 
administration is enticed to pull out all the stops to ensure in 
2026, the year of the midterm election to be held in early 
November, there will be no economic hiccups whatsoever. And in 
this respect, it can still act on bank deregulation and housing 
market affordability. 
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Source: Bloomberg 
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It is not everyday that we see a 10-bps movement in the US 10-year 
treasury yield. However, Trump’s threat of a tariff war with China on 
Friday (which was promptly retracted on Sunday) precipitated a 
sharp rally in treasuries as risk-off trades ruled the markets. The 
treasury curve bull-flattened as long-end yields dropped 10bps 
while belly of the curve moved 11bps and the front-end stayed 
anchored. The volatility is captured by the MOVE index, which after 
dropping to a 4-year low, crossed 80. However, with the reversal 
and more reconciliatory stance from both sides, we can expect 
yields to move higher from here. The absence of top tier US Data 
makes political headlines impact the market more. The 30-year 
auction held on Thursday, cleared 0.5bps cheap to pre-auction 
levels. Despite the small tail, end-user demand was strong, rising 
to 91.3%, the most on record. Treasury has increased bill issuance 
month-to-date.  

Credit spreads have widened and trade at their widest over the last 
1-month period. Over the 3-month period, the spreads are trading 
slightly wider than the median except high yield which is trading at 
its widest point. The increasing credit risk in the market explains 
this trend. CCCs continue to underperform BBs within HY hinting at 
avoidance of risk in the segment by investors. HY is the worst 
performing market in the last one week while APAC aggregate was 
the best performing broad credit market last week. 

GS released both IG and HY issuance estimates for 2026. The firm 
assumes a gross $1.9tn IG and $400bn HY issuance. Adding 
together the $670bn and $135bn of net issuance across IG and HY 
would leave the broad USD corporate bond market growing next 
year by roughly 6.4%, which is only slightly faster than the rate of 
nominal GDP growth. Even though refinancing needs remain 
elevated in both the segments, the normalisation of funding costs 
should mean this will be well-absorbed.  

So far this year, total GCC issuance has reached $123.5 bn 
eclipsing the previous record set in 2024, with Saudi Arabia 
contributing 49% of the total Last week we have seen multiple 
deals from the GCC region. DAE priced a 5-year sukuk at 4.50% 
for $650 mn, while Mubadala Development Holding issued a 10-
year bond at 4.652% for $750mn. Saudi Arabia’s Public 
Investment Fund (PIF) raised EUR 1.3bn through a dual-tranche 
issuance, with the 3-year priced at 2.75% and the 7-year at 
3.375%. Oman tapped the market with a $1bn long 7-year sukuk at 
4.525%, the second issuance from Oman in FY25 after bank 
muscat last month. Kuwait International Bank sold a $300mn Tier 2 
sukuk (11NC5) at 5.535%. From Turkey, last week Vakif Katlim 
Bankasi raised a $500mn through a perpetual NC5 sukuk at 
8.375%. 
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Equity Update Equity Recommended Regional Positioning 
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Global equities reversed course last week as trade tensions 
returned to the forefront and snapped the market’s summer 
rhythm. The MSCI ACWI fell 2.1%, its sharpest weekly decline since 
April, dragged down by losses across developed and emerging 
markets. A sudden threat from Washington to impose a 100% 
tariff on Chinese goods unsettled markets and ended a stretch of 
optimism built on policy easing and solid earnings expectations. 
Risk appetite vanished and volatility spiked. In the United States, 
the S&P 500 slid 2.4%. The retreat began in technology, where the 
AI rally finally met resistance. Nvidia, AMD, and Intel, the engines of 
the market’s 2025 surge, were hit by renewed trade risks and 
valuation fatigue. Banks and energy names joined the pullback, 
leaving only defensive pockets in healthcare and utilities showing 
stability. The VIX climbed above 21 as markets digested the tariff 
threat, a looming government shutdown, and a series of cautious 
remarks from Fed officials. Europe struggled to maintain its 
footing. The MSCI Europe slipped 1.1%, snapping a run of steady 
gains as export-heavy sectors came under pressure. Autos and 
industrials led declines, and energy stocks weakened as crude 
prices fell back. A ceasefire in Gaza triggered a selloff in defense 
names such as BAE Systems, Leonardo, and Saab, erasing part of 
their strong year-to-date performance. Political headlines in 
France and Italy added noise, though the region’s growth picture 
stayed largely unchanged. European equities are still hovering 
near year highs, yet leadership has narrowed as investors crowd 
into defensives, energy, and consumer staples. 

Within Asia, The MSCI China Index dropped 3.3% after Beijing’s 
decision to tighten exports of rare earths prompted a sharp US 
response. The tariff threat hit Chinese technology and 
manufacturing stocks hardest, with the CSI 300 down 2% and the 
STAR 50 tumbling 5.6%. Chipmakers and battery producers faced 
heavy selling after regulators tightened rules on margin trading 
and announced new export limits on lithium materials. The biotech 
sector also fell as the US Senate advanced the Biosecure Act, 
targeting Chinese companies’ access to American funding. At 
home, spending during Golden Week was softer than expected, 
reflecting consumers still cautious despite policy support. Japan 
stood apart from the global pattern. The TOPIX rose 2.2%, 
extending its record-setting run as local markets embraced the 
Takaichi victory and expectations for fiscal expansion. Bank and 
industrial shares led the charge, offsetting weakness in exporters 
after a volatile week for the yen. South Korea’s Kospi set a fresh 
record as trading resumed following public holidays, powered by 
Samsung Electronics and SK Hynix, while India continued to draw 
steady foreign inflows that pushed the Nifty 50 higher for a third 
week. 

Earnings season now takes center stage. Goldman Sachs, 
Citigroup, JPMorgan, and Bank of America open the US reporting 
calendar, with consensus expecting roughly 7% profit growth for 
the S&P 500. Markets will be watching for signs of resilience in 
margins, clarity on AI-related spending, and any hint of tariff 
exposure in corporate guidance. Financials are likely to post 
strong trading results and steady net interest income, while the 
technology sector faces the tougher test of sustaining its narrative 
after a year of extraordinary gains. 
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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. 

 

 

 

 


