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WEEKLY UPDATE

MUSINGS

“The best time to plant a tree was 20 years ago. The second best time is now.”
CHINESE PROVERB

LAST WEEK IN THE MARKETS

Name Closing Level Weekly Change YTD Change
S&P 500 7,722 v -027% V 12.80% A
Nasdag Composite 27,190 A 0.45% A 16.99% A
10Y UST Yield 5.275 A 209% A 26.71% A
Crude oll 91.25 \ 4 -130% V 58.97% A
Gold 4,140 v -3.38% V -412% V
DXY 101.923 A 0.88% A 371% A
USD/INR 96.3 A 0.52% A 7.20% A
Bitcoin 84,569 A 059% A -335% V
Euro STOXX 50 6,262 v -140% V 773% A
India (Nifty) 22,422 v -310% V -1419% V
Japan (Nikkei) 68,309 A 293% A 35.70% A
China (CSI 300) 4,357 A 4 -1.85% V¥ 0.66% A
Saudi (TASI) 10,392 v -194% V -094% V
Abu Dhabi (ADX) 9,973 A 4 -223% V -0.20% V
Dubai (DFM) 5,901 v -132% V¥ -242% V

NEWS FROM THE MARKETS

Bad News Becomes Good News: A Weak Jobs Report Eases Fed Worries

The week ended with a surprise. The US economy added just 29,000 jobs in September, against a forecast of
84,000, and the unemployment rate rose to 4.2%. July and August were revised down, which wiped out about
60,000 jobs from earlier estimates. Government payrolls fell by 17,000. The three-month average job gain is now
around 50,000, down from 71,000. Wage growth was soft too, with hourly earnings up only 0.1% on the month and
3% on the year.
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One caution: the jump in unemployment was largely due to more people joining the labor force, so the picture is
not purely negative.

Why does one jobs number matter so much? Because the Federal Reserve has changed direction. On 16
September the Fed raised rates by 0.25 percentage points to 3.75%-4.00%, its first increase since July 2023.
Until this week, investors feared a second hike in October. Odds of an October hike dropped from 71% on
Monday to about 34% by Thursday, after softer comments from a senior Fed official and a cooler inflation report.
After the jobs data, they fell to just 14%.

Stocks cheered. The Nasdaq 100 reached a record, with Technology leading the way. The Nasdaq finished the
week higher, while the Dow and S&P 500 ended slightly lower.

This should not be seen as an all-clear. Markets still see a 66.2% chance of a quarter-point hike in December.
The Fed's main worry is prices, not jobs. The good news is that core inflation (excluding food and energy) rose
0.2% in August, with the yearly rate at 3%, both below forecasts. The bad news is that 3% is still well above the
Fed's 29% goal. Energy costs are also pushing prices up elsewhere (see below).

There is also a mixed message inside the jobs story. A day earlier, payroll processor ADP had reported 90,000
private-sector jobs for September. Official job numbers are often revised, so it is wise not to read too much into
one month.

Bond Yields Hit Levels Not Seen in More Than Two Decades

If shares had a good Friday, bonds had a stressful week. Government bond yields, which are the interest rate
the government pays to borrow, rose sharply around the world.

Early in the week, the 10-year yield moved past 5.2% and the 30-year past 5.5% after President Trump rejected
Iran’'s ceasefire conditions. By Thursday, the 10-year touched 5.342% and the 30-year reached 5.683%, the
highest in 24 years. That was the 10-year's highest yield since 2002, and it follows the biggest quarterly rise in
Treasury yields this century. The week closed with the 10-year at 5.281% and the 30-year at 5.629%. Interestingly,
yields dipped on the jobs report but climbed back by the close. The 10-year yield is up 1.25 percentage points
since early March, around the start of the Iran war.

It was not just a US story. The UK 30-year gilt yield crossed 6% for the first time since 1998, and France's 10-year
yield rose to its highest since 2002, close to 5%.

The effects reach ordinary households. US 30-year mortgage rates are about a percentage point higher than
before the war, at around 7%. Companies and governments also pay more to borrow. This matters for the Al
boom, which is heavily financed by debt. Goldman Sachs expects big technology companies to issue a record
$420 billion of debt next year, and investors are asking Al-related borrowers for extra yield compared with
other high-quality issuers.

Interest rates on short-term bonds are tied to the Fed, so Friday's jobs data helped there. Long-termyields,
however, reflect how much investors want to be paid to lend to governments for decades. That depends on
inflation, deficits and oil, none of which the jobs report solved. Several Treasury auctions next week will show
whether buyers are still keen at these yields. The US dollar index is also near 102, a level not seen since April 2025.
A strong dollar can hurt the overseas earnings of US exporters.

Oil Stays Near S100 as Iran Talks Stall and the G7 Opens the Emergency Tap

Energy is the thread running through this week’'s market story. On Monday, oil jumped more than 4% at one
point after President Trump rejected Iran's offer of a seven-day truce. Under Iran’s plan, the US would release
frozen funds, lift sanctions and end its naval blockade, and Iran would reopen the Strait of Hormuz within a week.
Brent crude topped $107, and the Wall Street Journal reported that Mr. Trump expects US strikes to resume after
November's midterm elections.

By Friday the tone changed. The G7 announced it would release 100 million barrels of oil and fuel products,
starting with large amounts of diesel, after fuel hit record highs in the US. The release runs over four months, with
a big diesel share in the first 20 days.
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We are mindful that using up reserves lowers pump prices for a while but leaves Europe with less emergency
cover, especially with two wars hitting refineries and exports. Politics is also a factor. Reuters reported that
Washington pressed Germany and France to draw down diesel stocks or face a possible US diesel export ban,
and diesel prices are a hot topic ahead of the midterms.

Why should investors care? Oil feeds into almost everything. The ISM manufacturing survey's prices-paid index
came in at 77.9, far above the 72.3 expected. S&P Global's services survey showed input costs rising at their
fastest pace since November 2022, mainly due to fuel and transport.

The outlook is uncertain. The war began with US and Israeli strikes on Iran in late February. There was a
ceasefire in April and a deal in June, but fighting resumed in July. Traders are trying to price a conflict with
no clear end date. Oil could fall quickly on a real deal, or jump on a new attack on shipping.

For investors, energy prices are the swing factor for inflation, interest rates and consumer spending.
Stockpile releases are a short-term painkiller, not a cure. The real fix is a reopened Strait of Hormuz.

The Week Ahead: 5-9 October

It should be a quieter week for data, which gives markets a chance to digest the last few days. Here is what to
watch.

+ Monday 5 Oct, ISM services: Forecasts are for a rise to 55.7 from 55.4. The prices-paid reading will get close
attention.

» Tuesday to Friday, Treasury auctions: Several auctions will test demand for US debt with yields at multi
decade highs.

+ Wednesday 7 Oct, Fed minutes: These give an account of the September meeting, where the Fed voted
unanimously to hike by 0.25 points. Investors will look for hints on December.

» OPEC+ and Iran headlines: OPEC+ is on this week's calendar. Any news from Iran or the Strait of Hormuz can
move oil within minutes.

» Just beyond: Inflation data is due in mid-October, and the Fed meets in late October.

What It All Means

This week's three stories are linked. Oil prices drive inflation. Inflation drives the Fed and bond yields. Bond yields
shape what happens to shares, mortgages and company borrowing. The weak jobs report was the first piece of
good news for investors in a while, because it lowers the odds of another Fed hike in October. Even so, long-term
yields remain high, oil is still near $100, and a December hike is far from ruled out. Technology shares can keep
climbing while bond markets stay nervous, but they are exposed if yields rise further.

For portfolios, this argues for balance and patience. Quality bonds now pay more than they have in years,
which helps income-focused investors. Equity exposure may do best in companies with strong cash flows
and low debt. Diversifying away from heavy Al and technology concentration is also sensible. Short-term
moves will keep following Iran headlines and inflation data, so we would avoid reacting to any single day.
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f*x) COMING THIS WEEK

Key Economic Events

» US Services PMI Data (Sep)

r th
ST + Chinese Market Holiday (National Day Golden Week)
» US Balance of Trade (Aug)
r th
October 6 « Chinese Market Holiday (National Day Golden Week)
* US FOMC Minutes
October 7t * India RBI Interest Rate Decision

» Chinese Market Holiday (National Day Golden Week)
» Applied Digital earnings

» US Jobless Claims Data
October 8th « ECB Monetary Policy Meeting Accounts
* Pepsico earnings

October 9th . —

CHART OF THE WEEK

US High Yield Corporate Bond Effective Yield
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Source: Federal Reserve, Ice Data Indices e ROPEISILLETTER Follow us @KobeissiLetter
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DISCLAIMER

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

FIND MORE ABOUT ASAS CAPITAL

FOLLOW OUR SOC.IALS
@asascapital

CALL WEBSITE

+97143464700 asascapital.com

EMAIL LOCATIONS

inquiry@asascapital.com UAE | Saudi Arabia | India
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