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Growth concerns and Fed hike expectations spooked the market  

Last week global equity markets gave away all the gains of the post Greek bailout deal due to global 

growth concerns. Preliminary manufacturing PMIs, particularly in China and in the Eurozone, surprised 

negatively. Fed rate hike expectations also added to the pain. However, the decline in the commodity 

prices ameliorated the impact. Sovereign yields in developed countries eased (remarkably, also in the 

US where the Fed reiterated the possibility of a rate hike later this year) as lower energy prices are 

expected to delay the revival of inflation. We analyse the implications of the recent decline in the oil 

price on the various markets in the main theme section of the report.    

US second quarter growth and FOMC to be under market focus 

Markets are now re-focusing on real economic issues, after many weeks during which their attention 

was mainly captured by Greece. They are thus likely to scrutinize second quarter US GDP data to verify 

the strength in the economic revival after weak activity in the first quarter, supposedly due to transient 

factors. Another important event would be the FOMC statement where markets would look for any 

change in the wording of the statement to see if the rate hike is coming as early as in September, or it 

is still away towards end of the year.      
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,079.7 -2.3 1.0 

Dow  Jones 17,568.5 -2.9 -1.4

Nasdaq 5,088.6 -2.5 7.4 

DAX 40 11,347.5 -3.3 15.7 

Nikkei 225 20,544.5 -0.5 17.7 

FTSE 100 6,579.8 -3.1 0.2 

Sensex 28,112.3 -1.1 2.2 

Hang Seng 25128.5 -1.1 6.5 

ADX 4899.8 1.6 8.2 

DFM 4201.2 0.4 11.3 

Tadaw ul 9372.7 0.4 12.5 

DSM 11944.6 -0.5 -2.8

MSM30 6590.86 0.7 3.9 

BHSE 1337.0 0.2 -6.3

KWSE 6286.5 0.2 -3.8

MSCI World 1,745.5 -2.1 2.1 

MSCI EM 910.4 -2.7 -4.8

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 54.6 -3.6 -4.7

Nymex WTI USD/bbl 48.1 -4.0 -9.6

OPEC Baskt USD/bbl 53.0 -1.4 2.0 

Gold 100 oz USD/t oz 1099.1 0.2 -7.2

Platimum USD/t oz 987.7 1.0 -18.2

Copper USD/MT 238.2 -4.1 -15.7

Alluminium 1614.25 -2.8 -12.0

EUR 1.0984 1.5 -9.2

GBP 1.5508 -0.4 -0.4

JPY 123.81 -0.4 -3.3

CHF 0.9629 -0.2 3.3 

USD Libor 3m 0.2936 -0.5 14.9 

USD Libor 12m 0.8071 1.5 28.4 

UAE Eibor 3m 0.7557 0.0 11.6 

UAE Eibor 12m 1.0857 0.0 6.9 

US 3m Bills 0.0305 50.4 -14.1

US 10yr Treasury 2.2624 -4.6 4.2 

Global Commodities, Currencies and Rates

Currencies

Rates
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Another down turn in the oil market – implications for financial markets
Production impervious to the price fall 

The expected decline in the oil production following the sharp 

price fall earlier this year remains elusive. The shale oil 

production in the US continues to touch new highs in the most 

recent months while OPEC remains stuck to defend its market 

share by producing more than the quota set for itself. Thus, the 

global oil market continues to witness large additional supply 

coming up whilst demand remains relatively strong due to the 

lower price.  

 

Source: Bloomberg 

Recent price movement due to growth concerns and rising 

production  

At the beginning of the year most analysts had expected a 

decline in US shale oil production due to its higher cost of 

production. Many large oil companies also announced 

significant cuts in their investment plans. However, despite 

more than six months of lower oil prices, US shale production 

has proved to be resilient. This seems to have adjusted market 

estimates about the cost structure of the shale oil producers. At 

the same time, growth concerns, particularly in emerging 

markets and notably in China, which had been the main source 

of incremental demand for oil, have affected the demand side 

expectations despite the still strong growth this year.  

 

Source: Bloomberg 

Resumption of US dollar strength on the back of the Fed’s 

reiteration that the policy rates are likely to be raised later this 

year, is likely to have had negative impact on the prices.  

However, we believe that the average cost of production for 

marginal producers remains higher than the current oil price 

which means that they are likely to go out of the market in the 

medium term. Significant cuts in fixed investment in the sector 

are also expected to have an impact on the production in 

coming quarters. Once we see signs of production 

stabilization/decline from the marginal producers, OPEC is also 

likely to reduce the production to balance the market as the fear 

of market share loss would wither away. However, we believe 

that such production cuts are still a few months away.      

Implications for the markets 

In the meanwhile, as we see volatile crude prices with possible 

down ticks in the near term, this is likely to have a differential 

impact on the various market segments. Sovereign bonds are 

expected to benefit – we have already seen gains in the US 

Treasury price over the last weeks, despite the Fed’s reiteration 

of rate hikes later this year. We also see a delay of the revival 

of inflation in the Eurozone and Japan – meaning downward 

pressure on yields and the euro, and the yen as the ECB and 

the BoJ will continue adding liquidity. Equities of these two 

economic regions will also benefit with lower energy prices.  

Despite lower energy costs, the strong US dollar remains a 

headwind for US companies’ earnings. At the same time, the 

Fed also seems to be determined to start turning around the 

monetary policy this year, albeit slowly. That is why we remain 

relatively cautious on US equities for now.  

Lower energy prices will not only be growth positive for 

emerging market economies in general, but also mitigate part 

of the negative impact of the strong US dollar on countries 

which have weaker external balances. It will also help countries 

with higher inflation (such as Indonesia and Turkey). It will 

further help large commodity importers with domestic demand 

driven economies, such as India and Philippines. Note, 

however, that Turkey is facing other issues such as political 

uncertainty, and its involvement in the war against ISIS, which 

at the moment are negative for its equity market.  

Obviously, the recent leg of crude price decline could have a 

negative impact on sentiment in the GCC markets, as many 

could start believing that lower crude prices could also impact 

the non-oil activity in the region. From this perspective, it 

remains to be seen if the oil price will now stabilize, or further 

come down.  
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Summary market outlook 

Global Yields 

Sovereign yields eased in major developed markets, including the US where talks of a policy rate hike 

are dominating. The US rate movement was largely due to sliding commodity prices, resulting into 

benign expectations for inflation in the near- to medium term. It could trend further low in the coming 

weeks if the second quarter GDP number disappoints. At the same time, progress on the Greek debt 

issue was an additional factor in moderation in the European yields. This is likely to continue in the 

coming week.   

Stress and Risk 

Indicators 

The VIX index ticked up slightly as equity markets declined on global growth concerns and 

disappointing earnings. This week is likely to be a volatile one for the index as GDP data, FOMC and 

companies’ earnings could influence equity markets in different directions. Sovereign CDS spreads 

also inched up.   

Precious Metals 
Precious metal prices trended lower after a momentarily crash and recovery last Monday. We remain 

cautious on the outlook despite the price correction.  

Local Equity Markets 
A lower oil price is expected to exercise a negative sentiment impact despite decent earnings 

expectations. The recent leg of oil price decline, if sustained, could dampen the sentiment as investors 

will start looking afresh at the sustainability of the government support to the non-oil activities.     

Global Equity Markets 
Global growth concerns and disappointing earnings spooked global equity markets last week. Growth 

concerns are likely to continue to weigh on global equity markets in the near term, until we get more 

clarity on the US and China.     

Energy 
Lower prices in the first half of the year did not affect oil production which pressured prices further 

down. Global growth concerns, particularly in China, also added to the pressure. Future market 

statistics suggest that prices are likely to remain under pressure in the near term.   

Industrial Metals 
The recent rally in commodities has now by and large been undone in view of continuing slow growth 

in China.  

Currencies Commentary Critical levels 

EURUSD 

The euro moved largely with a positive bias last week. It was a technical rebound as 

the currency had lost in prior weeks. Any disappointment in US GDP or a more dovish 

FOMC could push the euro further up. However, we reiterate that the depreciating trend 

in currency remains.     

R2 - 1.1146 
R1 - 1.1065 
S1 - 1.0856 
S2 - 1.0728 
 

GBPUSD 

The British pound was almost flat before the disappointing UK retail sales pushed the 

currency slightly lower last week. As we have mentioned earlier also, the currency pair 

will move according to the relative strength of the economic releases before a clear 

trend is established. Relative strength of the GDP numbers from both countries will be 

important for the pair this week.  

R2 - 1.5753 
R1 - 1.5630 
S1 - 1.5426 
S2 - 1.5345 

USDJPY 
Better than expected preliminary manufacturing PMI supported the currency a bit. We 

do not see much movement in the currency pair in the near term.     

R2 – 124.86 
R1 – 124.34 
S1 – 123.43 
S2 – 123.04 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

07/27/2015 Durable Goods Orders Jun 2.7% -2.2% 

Second quarter GDP and FOMC 
statement are likely to be the main 

focus of the markets.  

07/28/2015 S&P/Case-Shiller US HPI YoY May 4.5% 4.2% 

07/29/2015 FOMC decision July   

07/30/2015 GDP Annualized QoQ 2Q A 2.5% -0.2% 

07/30/2015 Core PCE QoQ 2Q A 1.6% 0.8% 

07/31/2015 Univ. of Mich. Sentiment Jul F 94 93.3 

 

Japan 

  Indicators Period Expected Prior Comments 

07/30/2015  Industrial Production MoM Jun P 0.3% -2.1% 
Inflation remains a main focus 

point for both markets as well as 
policy makers in Japan. 

07/31/2015 Jobless Rate Jun 3.3% 3.3% 

07/31/2015 CPI YoY Jun 0.3% 0.5% 

07/31/2015 CPI Ex- Food and Energy YoY Jun 0.4% 0.4% 

 

Euro zone 

  Indicators Period Expected Prior Comments 

07/27/2015  M3 Money Supply YoY Jun 5.1% 5.0% 

Market would look for preliminary 
PMI data to gauge if growth was on 
track during the peak of the recent 

Greek debt crisis.  

07/27/2015  IFO Expectations (Germany) Jul 101.8 102 

07/31/2015  Unemployment Rate Jun 11% 11.1% 

07/31/2015  CPI Estimates YoY Jul 0.2% 0.2% 

07/31/2015  CPI Core YoY Jul A 0.8% 0.8% 

 

China and India 

  Indicators Period Expected Prior Comments 

07/27/2015 Industrial Profits YoY (China) Jun NA 0.6% In a data light week, markets will 
focus on PMI in China and 

Infrastructure sector growth in 
India.   

08/01/2015 Manufacturing PMI (China) Jul 50.2 50.2 

07/27/2015 Infrastructure sector growth (India) Jun NA 4.4% 

 

 

 

 

 

 

 

mailto:assetmanagement@adcb.com


 

 

  5 

 

The Weekly Market View 
July 27 2015 

Asset Management |assetmanagement@adcb.com 5 

 

Sources 

All information in this report has been obtained from the following sources except where indicated otherwise: 

1. Bloomberg 

2. Wall Street Journal 

3. RTTNews 

4. Reuters 

5. Gulfbase 

6. Zawya 

 

Disclaimer 
This publication is intended for general information purposes only. It should not be construed as an offer, recommendation or solicitation 

to purchase or dispose of any securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this 

publication nor anything contained herein shall form the basis of any contract or commitment whatsoever.  Distribution of this publication 

does not oblige Abu Dhabi Commercial Bank PJSC (“ADCB”) to enter into any transaction.   

The content of this publication should not be considered legal, regulatory, credit, tax or accounting advice.  Anyone proposing to rely 

on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and 

suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding 

information contained in this publication. 

Information contained herein is based on various sources, including but not limited to public information, annual reports and statistical 

data that ADCB considers accurate and reliable.  However, ADCB makes no representation or warranty as to the accuracy or 

completeness of any statement made in or in connection with this publication and accepts no responsibility whatsoever for any loss or 

damage caused by any act or omission taken as a result of the information contained in this publication.  This publication is intended 

for qualified customers of ADCB. 

Charts, graphs and related data or information provided in this publication are intended to serve for illustrative purposes only.  The 

information contained in this publication is prepared as of a particular date and time and will not reflect subsequent changes in the 

market or changes in any other factors relevant to their determination. All statements as to future matters are not guaranteed to be 

accurate. ADCB expressly disclaims any obligation to update or revise any forward looking statements to reflect new information, events 

or circumstances after the date of this publication or to reflect the occurrence of unanticipated events. 

ADCB does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to the 

companies covered in its publications.  As a result, recipients of this publication should be aware that any or all of the foregoing services 

may at time give rise to a conflict of interest that could affect the objectivity of this publication. 

Past performance does not guarantee future results.  Investment products are not bank deposits and are not guaranteed by ADCB.  

They are subject to investment risks, including possible loss of principal amount invested.  Please refer to ADCB’s Terms and Conditions 

for Investment Services. 

This publication is being furnished to you solely for your information and neither it nor any part of it may be used, forwarded, disclosed, 

distributed or delivered to anyone else. You may not copy, reproduce, display, modify or create derivative works from any data or 

information contained in this publication. 
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