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Cautious Market Outlook for The Year-end:
How Rising Geopolitical Tensions & the Unwinding Yen Carry Trade Are Impacting UAE
Equities & CBUAE Decisions

After the yen carry trade triggered a spike in the VIX index, global equities, including those in the UAE,
rebounded significantly. This recovery came in line with the positive expectations of a 25 basis points rate cut
by the Federal Reserve in September.

Recent U.S. inflation data shows a slight uptick in the core Consumer Price Index (CPl) month-over-month
from 0.1% to 0.2%, with the overall monthly CPI also increasing from -0.1% to 0.2%. This rise, driven by higher
services inflation, suggests a 25-bps rate cut is more likely in September than a 50-bps cut. Meanwhile, the
annual CPl decreased from 3% to 2.9%, revisiting 2021 levels. These developments have strengthened
expectations for a rate cut by both the Fed and the Central Bank of the UAE (CBUAE).

The impact of the yen carry trade on global markets and the surge in the VIX index also caused the UAE MSCI
Index to experience a sharp decline, nearing the lows of 2024. However, it rebounded strongly as the VIX and
global markets recovered from their yearly extremes.

During the first half of 2024, the UAE MSCI Index leaders, particularly in the financial, real estate, consumer
discretionary, and communication services sectors, reported record revenue levels. The financial and real
estate sectors led this growth, reflecting strong demand and market share gains. The UAE saw its status as a
premier destination for international businesses and entrepreneurs strengthened, with capital driving this
positive performance and further revenue growth expected in the coming years as noted by leading industry
chairmen.

“Despite the challenges posed by the yen carry trade, which briefly pushed the UAE MSCI Index near its 2024
lows, the index rebounded sharply alongside global equities. The potential for a 25-bps rate cut in September
by both the CBUAE and the Fed has increased bullish sentiment”, confirms Razan Hilal, Market Analyst, CMT
at FOREX.com. She adds: “The risks associated with further unwinding of the carry trade along with rising
geopolitical tensions increase risk aversion and make the market outlook cautious for the year-end.”

For the latest updates on the local market, financial insights and global indices, visit www.forex.com.
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This content was created by FOREX.com and should be construed as general Market Commentary, not
targeted at the general public of any particular country, and is not a Research Report as defined in the
Commodity Exchange Act. The content is not intended for distribution to residents in any country where such
distribution or use would contravene any local law or regulatory requirement. The information and opinions
in this report are for general information use only and are not intended as an offer or solicitation with respect
to the purchase or sale of Foreign Exchange (“Forex”), Contracts for Difference (“CFD”), or any other products
offered by FOREX.com. Any opinions, news, research, analyses, prices or other information contained herein
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is intended as general information about the subject matter covered and is provided with the understanding
that we do not provide any investment, legal, or tax advice. You should consult with appropriate counsel or
other advisors on all investment, legal, or tax matters. All opinions and information contained in this report
are subject to change without notice. This report has been prepared without regard to the specific investment
objectives, financial situation and needs of any particular recipient. Any references to historical price
movements or levels is informational based on our analysis and we do not represent or warranty that any
such movements or levels are likely to reoccur in the future. While the information contained herein was
obtained from sources believed to be reliable, author does not guarantee its accuracy or completeness, nor
does author assume any liability for any direct, indirect or consequential loss that may result from the reliance
by any person upon any such information or opinions.

Forex, CFD’s, and other leveraged derivatives products offered by FOREX.com involve significant risk of loss
and are not suitable for all investors. Losses can exceed your deposits. Increasing leverage increases risk. Past
performance is not indicative of future results. Spot Gold and Silver contracts are not subject to regulation
under the U.S. Commodity Exchange Act. CFD’s are not available for US residents. Before deciding to trade,
you should carefully consider your financial objectives, level of experience and risk appetite. The FOREX.com
brand is operated by multiple legal entities across 8 jurisdictions globally. The products and services available
to you depend on your location and the legal entity with which you establish your account.

FOREX.com is a trading name of GAIN Global Markets Inc. which is authorized and regulated by the Cayman
Islands Monetary Authority under the Securities Investment Business Law of the Cayman Islands (as revised)
with License number 25033.

GAIN Global Markets Inc. has its principal place of business at 30 Independence Blvd, Suite 300 (3rd floor),
Warren, NJ 07059, USA., and is a wholly-owned subsidiary of StoneX Group Inc.
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