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The U.S. lost jobs for a fifth month in May and manufacturing
contracted, signaling the economy is stagnating. Crude oil futures settled at
$127.35 a barrel towards the end of month after reaching a record $135.09
on May 22. The retreat in the crude oil prices is likely to be because of a
slump in fuel consumption in addition to the dollar advances against Euro.
Goldman boosted its crude-oil price forecast for the second half of this year
to $141 a barrel, from $107, citing supply constraints. USD advanced for a
second consecutive month reaching $1.5554 against the Euro, from
$1.5622 on April 30. The GDP growth number for Q108 was revised
upwards to 0.9% QoQ from 0.6% QoQ, thus reassuring that recession will
possibly be avoided; signals from the unemployment report are awaited
this week. Treasuries fell for a second consecutive month, yields on
benchmark 10-year notes rising to 4.05% on the back of intense
speculation that the Fed will increase borrowing costs to contain inflation.
In other developments, unusual swings in cotton prices that disrupted
farmer sales in March are now the target of an investigation by the U.S.
Commodity Futures Trading Commission. This comes in the aftermath of a
similar investigation into oil's unabated rise over the past one year. Gold
futures for August delivery rose to $891.50 an ounce on the Comex. The
metal gained 3.1 percent in May.

Europe and Japan

Retail sales in Germany dropped for a second consecutive month in
April because of reduced consumer spending on the back of rising inflation
rates. Eurozone inflation surged to the highest rate for 16 years, reaching
3.6% in May up from 3.3% in April. Given that the target inflation rate is
2%, we believe that the chances of any possible cut in interest rates by
ECB coming Thursday are virtually ruled out. Euro area Q1 growth was
reported at 2.8%q/q, saar, led by 6% growth in Germany. The report
underlined a fair degree of regional diversity, not just within the Euro area,
but also in Emerging Europe. U.K. house prices fell in May by the most in
at least 17 years as the shortage of credit starved the property market of
buyers.

In Japan, unemployment in April climbed to the highest, rising 4%,
since September; household spending fell the most in 19 months, dropping
2.7% in April while industrial production declined for a second month. Once
these government reports signaled economic growth is slowing, Japan's
10-year bonds soared, pushing yields down from a 9-month high, quite
contrary to the US treasuries’ movements.

(cl;?::;) Current* MoM (%) YoY (%)
DJIA 12638.32 -1.42% -7.26%
S&P 500 1400.38 1.07% -8.51%
NASDAQ 2522.66 4.55% -3.14%
DAX (Germany) 7096.79 2.13% -9.97%
CAC (France) 5014.28 0.36% -17.85%
FTSE 100 (UK) 6053.50 -0.56% -8.58%
Nikkei 225 14338.54 3.53% -19.79%
MSCI Emerging 1210.04 1.55% 19.24%

* Updated as of 309" May 2008




Emerging Markets

Manufacturing in China, the world's fastest-growing major
economy, expanded at a slower pace in May as export growth weakened.
The Purchasing Managers' Index fell to 53.3 from a record 59.2 in April.
While India’s inflation rose to 8.1% towards the month end, Pakistan's
inflation may climb as high as 12 percent this year, almost double the
government's target because of record-high oil and food prices. The most
powerful earthquake in China since 1950 showed how under-penetrated
the nation's insurance industry was, with just about 5% of the more than
$20bn damage in Sichuan province was covered by insurance. While South
African inflation accelerated to 10.4% in April, credit growth slowed in May
to below 20 percent for the first time since December 2005, after the
central bank raised its benchmark interest rate for a fifth time in less than

a year.
(II\:SS;() Current* MoM (%) YoY (%)
BRIC 427.0 3.56% 39.40%
- Brazil 4,664.5 11.39% 70.11%
- Russia 1,613.0 15.69% 45.84%
- India 485.8 -10.34% 7.73%
- China 70.6 -5.54% 25.71%
Asia 454.3 -4.33% 10.27%
- Korea 395.3 -1.84% 1.11%
- Malaysia 364.0 -3.31% -2.37%
- Philippines 265.9 -0.56% -18.01%
- Taiwan 312.2 -3.22% 11.55%
Europe / Middle East 621.8 10.14% 28.73%
- Czech Republic 887.0 8.50% 39.86%
- Poland 1,439.5 1.43% 2.32%
- Turkey 505.8 -5.33% -10.74%
Latin America 5,148.9 9.09% 40.78%
- Argentina 3,687.9 15.57% 10.88%
- Colombia 724.3 4.08% 24.79%
- Mexico 6,518.1 5.76% -0.41%

* Updated as of 30" May 2008

Disclaimer

This report has been prepared and issued by Kuwait Financial Centre S.A.K (Markaz), which is regulated by the Central Bank of Kuwait.
The report is intended to be circulated for general information only and should not to be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction. The
information and statistical data herein have been obtained from sources we believe to be reliable but no representation or warranty,
expressed or implied, is made that such information and data is accurate or complete, and therefore should not be relied upon as such.
Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They do
not necessarily reflect the opinion of Markaz and are subject to change without notice. Markaz has no obligation to update, modify or
amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection,
forecast or estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn.
This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person
who may receive this report. Investors are urged to seek financial advice regarding the appropriateness of investing in any securities or
investment strategies discussed or recommended in this report and to understand that statements regarding future prospects may not
be realized. Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value may
rise or fall. Investors should be able and willing to accept a total or partial loss of their investment. Accordingly, investors may receive
back less than originally invested. Past performance is historical and is not necessarily indicative of future performance. Kuwait
Financial Centre S.A.K (Markaz) does and seeks to do business, including investment banking deals, with companies covered in its
research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of
this report.

Kuwait Financial Centre “Markaz” 2



