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Surprise Greek landslide “no” vote puts euro in unchartered waters, 
except for that Greek banks will not reopen any time soon  

Prime Minister Tsipras’ referendum delivered an astounding 61.3% “no” votes on the creditors’ 

proposal. The Greek government has already announced that it wants to renegotiate the austerity terms 

under the proposal and – additionally - put the issue of a debt “haircut” on the table. Whilst new talks 

will definitely be held, and the French and Italian governments have indicated that they would like to 

find a compromise, the German government has indicated that it sees little scope for a comprehensive 

solution, any time soon. Indeed, the referendum outcome has only further polarized the opposite 

camps’ positions. Greek banks are likely to remain closed this week, as well as next weeks. 

Markets digesting quasi certainty of “Grexit” 

Greece is now in a limbo as it is still in the euro, but without a normally functioning banking system to 

support its economy. Markets will further correct downward, as they digest this news. The Greek 

government might be forced to issue IOUs as the ECB will have little other option than ”starving” the 

Greek banks who will then soon have to further reduce daily withdrawals. Even if a (black) market for 

IOUs would soon develop, the Greek government will be reluctant to propose legislation for a new 

currency, thereby formalizing its exit from the European Monetary Union. Whilst Grexit is, however, 

increasingly likely the final outcome, financial markets are likely to soon realize that it will not determine 

the end of the euro. 
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,076.8 -1.2 0.9 

Dow  Jones 17,730.1 -1.2 -0.5

Nasdaq 5,009.2 -1.4 5.8 

DAX 40 11,058.4 -3.8 12.8 

Nikkei 225 20,037.5 -0.8 14.8 

FTSE 100 6,585.8 -2.5 0.3 

Sensex 27,875.9 1.0 1.4 

Hang Seng 24984.8 -2.2 5.8 

ADX 4737.6 0.2 4.6 

DFM 4068.9 0.8 7.8 

Tadaw ul 9160.7 -0.8 9.9 

DSM 12008.0 0.3 -2.3

MSM30 6434.42 0.2 1.4 

BHSE 1349.0 -1.1 -5.4

KWSE 6190.4 -0.3 -5.3

MSCI World 1,744.5 -1.8 2.0 

MSCI EM 964.3 -1.7 0.8 

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 59.5 -4.6 3.8 

Nymex WTI USD/bbl 54.8 -4.5 2.8 

OPEC Baskt USD/bbl 59.0 -0.3 13.4 

Gold 100 oz USD/t oz 1168.4 -0.6 -1.4

Platimum USD/t oz 1074.4 0.0 -11.1

Copper USD/MT 257.0 -0.4 -9.0

Alluminium 1676 0.1 -8.6

EUR 1.1027 -0.5 -8.9

GBP 1.5564 -1.1 -0.1

JPY 122.25 -0.9 -2.0

CHF 0.9446 0.8 5.3 

USD Libor 3m 0.2843 0.9 11.2 

USD Libor 12m 0.7716 -0.6 22.7 

UAE Eibor 3m 0.7529 1.0 11.2 

UAE Eibor 12m 1.0857 0.8 6.9 

US 3m Bills 0.0051 0.0 -85.6

US 10yr Treasury 2.2725 -3.7 4.7 

Global Commodities, Currencies and Rates

Currencies

Rates
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Volatile week ahead as markets assess the quasi certainty of Grexit
Greece delivers an astounding no to its creditors 

Contradicting all the opinion polls, the “no” vote has now won 

by an astounding 61% landslide. Mr. Tsipras has announced 

that he now plans to quickly restart the negotiations and ask 

the ECB to reignite additional liquidity into Greece’s starving 

banking system. 

…. New polarization makes compromise solution unlikely 

The strong “no” outcome will make it very hard for the Greek 

government to accept significant austerity. It also forces the 

government to put the issue of debt forgiveness again squarely 

on the table. The problem is that the creditor countries also 

have their constituencies, and they are similarly not in a 

position to compromise. More specifically, if creditors would 

compromise, the anti-austerity party Podemos is likely to win 

the coming elections in Spain, and anti-austerity parties in other 

periphery countries are also likely to prevail, thus triggering an 

unravelling of the single currency area, as sound public 

finances are gradually become the norm, rather than the 

exception. Mrs. Merkel knows all too well that that would be the 

beginning of the end for the euro as we know it. She is unlikely 

to let that happen. 

ECB unlikely to accommodate Greece’s request 

Prime Minister Tsipras is considering to order the Greek banks 

to reopen. He might have to think twice about that as the ECB 

is unlikely to extend new credit to the banks. As a result, it 

would seem even more likely that the daily limit on cash 

withdrawals – currently at 60 euro – might be further reduced. 

The longer this standoff lasts, the more the Greek economy will 

continue to contract. At some point in time the Greek would feel 

compelled to issue IOUs, amongst others for the payment of 

salaries and pensions. A (black) market for such paper would 

develop, it would trade at a heavy discount against the euro, 

and could be the beginning of a new parallel currency. 

Regardless, we would still see continuing hardship for the 

Greek people, as well as shortages of all sort of goods, also 

commodities and energy. 

Greek parliament reluctant to make law on a new currency, 

but Grexit is a matter of fact 

This Greek parliament is unlikely to introduce any law 

establishing a new currency, let alone converting its debt in that 

currency. For one thing, the Greek government has promised 

its electorate that the “no” vote on the creditors’ proposals, does 

not mean exit. Additionally, it does not want to formalize its exit 

from the European Monetary Union, as such move – and the 

debt repudiation that comes with it – would compromise 

severely its political standing not just in the single currency 

area, but – critically – in the overall European Union. Thus 

Greece will remain in a limbo but – in fact – it will essentially no 

longer be part of euro single currency area. 

Beyond the limbo, markets assume the Grexit  

More than anything else, markets fear uncertainty. As the 

quasi-certainty of Grexit settles in, markets will realize that the 

scope for financial and economic contagion is limited. The 

scope for financial contagion is limited simply because few 

foreign market participants hold significant amounts of Greek 

assets, and the ECB is likely to do some heavy lifting to prop 

up other periphery debt markets. The scope for economic 

contagion is also small since Greece is only 2% of the overall 

GDP of the single currency area. Thus we would expect at 

some point European equities to resume their upward trend, 

and yields, as well as spreads to stabilize. The biggest risk 

going forward could be political - instead of financial or 

economic – contagion. Specifically, what is the likelihood that 

the recent Greek events would boost the standing of anti-

austerity parties in other periphery economies such as Ireland, 

Portugal, Spain and Italy? This is something that we will closely 

monitor over the months to come. Precisely to avoid the rising 

allure of anti-austerity movements, creditor countries are 

unlikely to cede to Greece’s requests. Thus confirming the 

hypothesis that Grexit is increasingly likely. Euro’s resilience 

indicates markets acknowledge limited implications of potential 

“Grexit 
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Summary market outlook 

Global Yields 

Sovereign yields could see a volatile week in the wake of Greek people voting “No” to the creditors’ 

proposal. The tone of FOMC minutes will also have an impact on the US Treasury yield. Our base case 

scenario is that the sovereign yields in the US and Germany are likely to come down while yields in the 

European periphery economies move up.  

Stress and Risk 

Indicators 

The VIX index trended higher amid uncertainty in the Greek debt issue. With expectations of a volatile 

week ahead, we believe that the risk indicators are likely to move up initially, then come down. CDS 

spreads are also expected to widen, particularly in the European periphery economies.  

Precious Metals 
Precious metals could benefit from the uncertainty in the Greek debt issue but we remain cautious on 

the potential for the prices to move significantly up.        

Local Equity Markets 
GCC markets are expected to be largely insulated from the Greek debt issue. However, low activity in 

the holy month of Ramadan, especially as the month coming towards end, is unlikely to take markets 

in any direction in the very near term.   

Global Equity Markets 

Initial reaction to the “No” result from the Greek referendum is expected to be negative in the global 

equity markets. The Greek debt issue is likely to persist in the coming weeks which will keep markets 

volatile. However, we hold our view that the contagion from the Greek debt issue, even potentially from 

Grexit, will be limited this time around, we expect an ultimate recovery.    

Energy 
The Brent crude price has moved below $60 per barrel mark today. However, we do not see any 

significant movement in the price unless there is renewed concerns about global growth.    

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 Greek debt issue will continue to put pressure on the euro to depreciate against 

the US dollar. Hawkish FOMC minutes could also support the dollar strength this week.  

R2 - 1.1439 
R1 - 1.1276 
S1 - 1.0953 
S2 - 1.0793 
 

GBPUSD 

The British pound also lost some further ground against the US dollar. Improving 

economic fundamentals in the UK is likely to support the domestic currency against the 

strength in the dollar.     

R2 - 1.5869 
R1 - 1.5719 
S1 - 1.5490 
S2 - 1.5411 

USDJPY 

The Japanese yen also gained a bit against the US dollar last week. We expect relative 

stability in the cross with some appreciating bias if global risk aversion moves further 

up.   

R2 – 124.61 
R1 – 123.70 
S1 – 121.91 
S2 – 121.03 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

07/07/2015 Trade Balance May -$42.8bn -$40.9bn 

FOMC minutes and wholesale 
data will be under market’s 

scrutiny 

07/08/2015 FOMC Minutes June   

  07/08/2015 Consumer Credit May $18.5bn $20.5bn 

07/10/2015 Wholesale Inventories MoM May 0.3% 0.4% 

07/10/2015 Wholesale Trade Sales MoM May 0.9% 1.6% 

 

Japan 

  Indicators Period Expected Prior Comments 

07/08/2015  Trade Balance (BoP basis) June -¥284bn -¥146bn 
Trade balance and machine orders 

will be under focus. 07/08/2015 Bank Lending YoY June 2.5% 2.6% 

07/09/2015 Machine Orders MoM May -4.9% 3.8% 

 

Euro zone 

  Indicators Period Expected Prior Comments 

07/06/2015  Factory Orders MoM (GE) May -0.4% 1.4% 
Market will focus on individual 
country’s trade and industrial 

production data this week in absence 
of aggregate euro-zone data 

releases. 

07/06/2015  Industrial production YoY (GE) May 2.8% 1.8% 

07/09/2015  Trade Balance (GE) May 20.5bn 21.8bn 

07/09/2015  Exports MoM (GE) May -0.8% 2% 

07/10/2015  Industrial Production YoY (FR) May 2.4% -0.1% 

      

 

China and India 

  Indicators Period Expected Prior Comments 

07/09/2015 CPI YoY (China) June 1.3% 1.2% 

External trade and inflation data 
will be looked at closely by the 

markets in the two large 
emerging economies. 

07/10/2015 New Yuan Loans (China) June 1050bn 900bn 

07/13/2015 Exports YoY (China) June 0.5% -2.5% 

07/13/2015 Imports YoY (China) June -16.3% -17.6% 

07/10/2015 Exports YoY (India) June NA -20.2% 

07/10/2015 Imports YoY (India) June NA -16.5% 

07/13/2015 CPI YoY (India) June NA 5.01% 
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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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