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European Black Monday ahead as Greek banks close for one week  

Following Prime Minister Tsipras call for a referendum on the creditors’ proposal on Sunday July 5th, 

the Greek people continued to withdraw huge amounts of money from the banks. Yesterday, Sunday 

June 29, the European Central Bank decided to halt further liquidity loans to the Greek banks. Shortly 

after the Greek government announced that it would close the banks until Monday July 6th, and would 

put controls on capital flowing out of the country. It also restricted the amount of cash that people can 

take out of the bank, but it ensured that it would continue paying pensions and wages. Asian equities 

markets started the week with a significant sell-off, European equity markets are likely to do worse.  

Volatile week ahead, but chances for relief rally towards end of week  

Last week’s strong performance of especially European equity markets was largely based on the belief 

that Greece would find an agreement with its creditors. The dramatic events of this weekend make it 

all but certain that European equity are likely to post significant losses at the onset of the trading week. 

We are not at all sure that markets will remain depressed. Towards the end of the week, we expect 

markets to stabilize for two reasons: first the ECB will do some heavy lifting to keep yields of Italian, 

Spanish and Portuguese debts down, second markets will be in a limbo as they speculate on the 

outcome of the upcoming weekend’s referendum. If it becomes increasingly clear that the Greek people 

will accept the proposals, we would start to see some signs of what is likely to become a massive relief 

rally. If the opposite occurs, we are going to witness further significant corrections.  
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,101.5 -0.4 2.1 

Dow  Jones 17,946.7 -0.4 0.7 

Nasdaq 5,080.5 -0.7 7.3 

DAX 40 11,492.4 4.1 17.2 

Nikkei 225 20,706.2 2.6 18.7 

FTSE 100 6,753.7 0.6 2.9 

Sensex 27,811.8 1.8 1.1 

Hang Seng 26663.9 -0.4 13.0 

ADX 4760.8 4.1 5.1 

DFM 4146.7 2.0 9.9 

Tadaw ul 9367.3 -1.5 12.4 

DSM 12133.2 2.0 -1.2

MSM30 6441.95 -0.2 1.6 

BHSE 1368.4 0.1 -4.1

KWSE 6211.7 -0.4 -5.0

MSCI World 1,776.2 0.1 3.9 

MSCI EM 980.6 0.6 2.5 

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 63.3 0.4 10.3 

Nymex WTI USD/bbl 59.6 0.0 11.9 

OPEC Baskt USD/bbl 59.6 -0.6 14.7 

Gold 100 oz USD/t oz 1175.5 -2.1 -0.7

Platimum USD/t oz 1082.8 -0.2 -10.4

Copper USD/MT 264.5 2.9 -6.4

Alluminium 1673.75 0.5 -8.7

EUR 1.1167 -1.6 -7.7

GBP 1.5746 -0.9 1.1 

JPY 123.85 0.9 -3.3

CHF 0.9333 1.7 6.5 

USD Libor 3m 0.2818 0.2 10.2 

USD Libor 12m 0.7765 1.3 23.5 

UAE Eibor 3m 0.7457 0.0 10.1 

UAE Eibor 12m 1.0771 0.0 6.0 

US 3m Bills 0.0000 0.3 -100.0

US 10yr Treasury 2.4726 9.5 13.9 

Global Commodities, Currencies and Rates

Currencies

Rates
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Volatile week ahead as Greek government engages in a high stake game
Tsipras plays the referendum card ………… 

As it became increasingly likely that the creditors would not 

renounce on significant austerity measures – in particular a 

reduction in pension benefits and an increase in value added 

taxes – Greek Prime Minister Tsipras decided that the entire 

creditors’ proposal would have to be voted by the Greek 

people. The Greek parliament has now to vote on that proposal 

on Sunday July 5th. At this point Greece’s creditors, the Euro-

zone Finance Ministers, have effectively called off the 

negotiations.  

…. and is forced to close the banks 

The massive rise in uncertainty having increased the 

withdrawals at Greek banks, the ECB yesterday decided to halt 

further granting emergency liquidity loans to the Greek banks. 

At this point the Greek government was forced to close the 

banks until Monday July 6th, thereby implicitly indicating 

that it does not intend to strike any deal with its creditors 

until the referendum has fully taken place. The government 

also blamed the ECB’s decision to cut of liquidity lending for the 

closure of the banks. 

How the referendum will play out 

The Greek government will characterise the referendum as a 

choice between fiscal sovereignty (by refusing the creditors’ 

proposals, as suggested by the Government itself) and 

subjecting itself to further austerity, whilst stressing that the first 

choice does not mean that Greece will have to leave the euro. 

The opposition, on the other hand, will argue that a no vote also 

implies a departure from the euro. It is very difficult to make 

any predictions regarding the outcome of the referendum 

in such an unprecedented situation, even if – as of now – 

it would seem that the Government seriously risks losing 

the vote. The outcome of the referendum is simply 

uncertain. 

Last week’s rally likely to evaporate with upcoming default 

This week is likely to start with a massive sell-off of European 

equities after Tsipras’ surprise referendum call. On June 30th, 

in fact, Greece is likely to enter into technical default. Investors 

would want to be prudent, however. Towards the end of the 

week, it might well be that European equities recover as opinion 

polls indicate that Greek citizens are unlikely to endorse their 

Government’s choice by saying no to the proposal. Rather, 

they realize that staying in the Euro-zone requires accepting 

the austerity terms that come with the creditors’ proposal. Also, 

one cannot entirely exclude that a (formally) alternative deal is 

sealed whereby the Government would still call off the 

referendum or, at any rate, the referendum becomes irrelevant 

(this seems however increasingly unlikely). 

What happens beyond next week’s volatility? 

Whilst it is very likely that this week is going to “terrible” for 

European equity markets, and “pretty terrible” for global equity 

markets, it is worthwhile to have some thoughts about what will 

happen after the referendum. Clearly the situation would 

deteriorate for global markets if the Government wins the 

referendum. Even if the Government would stress that the vote 

would not give it a mandate to leave the Euro-zone, the 

rejection of the creditors’ conditions by the Greek would 

make a deal only more difficult. On the other hand, moving 

into the direction of Grexit would likely trigger strong 

internal opposition. At such a stage we could see the 

creditors moderately changing their proposal, as a last bid 

to keep the country in the euro. If, on the other hand, the 

Greek people accept the creditors’ proposals, we would likely 

see a rapid solution of the negotiations and a massive relief 

rally. It is also likely to spell the end of the Tsipras government, 

at least as we know it. 

The long term implications of Greece exiting the Euro-zone 

As the likelihood of this scenario has increased (our base case 

scenario is still that Greece remains in the Euro-zone) it makes 

sense to think about its implications. Over the remainder of this 

year we would still see European equities to outperform global 

equities because of continuing QE by the ECB. As we already 

noted last week, the scope for financial contagion is very limited 

for a simple reason: there are simply few Greek assets 

remaining in the hands of foreign market participants, and 

these are by and large banks that have taken appropriate 

provisions for those assets. As a result, chances for an 

uncontrolled sell-off of other traded assets – i.e. financial 

contagion - are limited. 

 

There is a larger question that goes beyond the immediate 

aftermath. In the coming years, how would the precedent of 

Greece exiting the Euro-zone mean for other Member-

countries that have weak finances, and uncompetitive 

economic systems? What would a political destabilization in 

Greece mean for the reputation and credibility of the entire 

European Union? What would it mean for the credibility of 

Germany in particular to lead Europe’s integration process, and 

preserve Europe’s role in today’s world. Could this specific 

case of failure of Europe’s solidarity mechanism negatively 

impact the strength of the NATO alliance, and thereby lead to 

more – rather than less – instability in Eastern Europe? We 

believe that those questions would not be prevent 2015 

markets recovering an eventual Grexit scenario. But they will 

linger on for the years to come, and savvy market participants 

should as of now start assessing all long-term potential 

ramifications of Greece leaving Europe’s single currency. 
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Summary market outlook 

Global Yields 

Sovereign yields in major economies moved up, largely on the combination of decent economic data 

and hopes that the Greek debt issue would find a solution. The Greek debt issue together with important 

business cycle data – job data in the US, PMIs in most advanced economies and inflation data in the 

Eurozone - are likely to the drive the yield this week. Whilst positive economic data would normally 

push up yields, continuing uncertainty regarding Greece is likely to keep a cap on yields.  

Stress and Risk 

Indicators 

The VIX index trended marginally higher. It is likely to remain in the range (12-15). CDS spreads in 

major economies (developed as well as emerging markets) remained largely unchanged last week. 

The Greek debt issue remains the major potential factor to risk indicators, as prospects for its solution 

have deteriorated over the weekend.    

Precious Metals 
Precious metals eased a bit, possibly because of renewed optimism that a solution to the Greek debt 

issue might be found. Prices could benefit if a solution to the Greek debt issue proves elusive.        

Local Equity Markets 
The UAE and Qatar equity markets gained while the Saudi market declined. Earnings expectations and 

crude price movements are likely to remain key factors in markets that are less affected to 

developments in the Euro-zone.     

Global Equity Markets 

There was a divergence in equity markets across the Atlantic as European equities gained markedly 

while US equity trended lower. This was primarily due to renewed optimism on the Greek debt issue, 

and possibly exacerbated by the weakening of the euro versus the US dollar. Emerging markets with 

Indian equities continuing to recover, while Chinese saw again sharp corrections. Renewed downward 

on equities, in particular European equities, is in the cards as prospects for a solution of the Greek debt 

issue have deteriorated over the weekend.   

Energy 
The Brent crude price has continued to hover around the $65 per barrel mark for over more than a 

month now. It seems to have stabilized at this level and has created a trading range around it.   

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 largely trended lower against the US dollar last week as bond yields moved 

up in the US. Relatively stronger PMI/ISM and job market data in the US could further 

push the euro lower while the Greek issue continues to be a downward factor for the 

common currency.  

R2 - 1.1516 
R1 - 1.1341 
S1 - 1.1061 
S2 - 1.0956 
 

GBPUSD 

The US dollar regained some ground against the British pound as well. Economic data 

from the UK reflect a stronger trend while inflation expectations shifting upward are 

likely to keep the pound on a stronger footing. We have a positive bias for the cross.    

R2 - 1.6017 
R1 - 1.5882 
S1 - 1.5639 
S2 - 1.5531 

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

stability in the cross with some depreciating bias.    

R2 – 125.42 
R1 – 124.63 
S1 – 122.81 
S2 – 121.78 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

07/01/2015 ISM Manufacturing June 53.1 52.8 

Market will focus on ISM 
manufacturing and job market 
data in the US. 

07/02/2015 Change in Nonfarm Payroll June 230k 280k 

  07/02/2015 Average Hourly Earnings YoY June 2.3% 2.3% 

07/02/2015 Unemployment Rate June 5.4% 5.5% 

07/02/2015 Factory Orders May -0.5% -0.4% 

 

Japan 

  Indicators Period Expected Prior Comments 

06/29/2015  Retail Trade YoY May 2.2% 4.9% 
Tankan survey results will be the 

main focus of the market.  06/29/2015 Industrial Production MoM May P -0.8% 1.2% 

07/01/2015 Tankan Surveys 2Q 
Improvement 

expected 

 

Euro zone 

  Indicators Period Expected Prior Comments 

06/29/2015  Consumer Confidence June F -5.6 -5.6 

A slew of business cycle and inflation 
data will be under scrutiny from the 

market. 

06/30/2015  Unemployment Rate May 11.1% 11.1% 

06/30/2015  CPI Core YoY June A 08% 09% 

07/01/2015  Markit Mfg PMI June F 52.5 52.5 

07/01/2015  Markit/BME Mfg PMI (Germany) June F 51.9 51.9 

07/03/2015  Retail Sales MoM May 0.1% 0.7%  

 

China and India 

  Indicators Period Expected Prior Comments 

07/01/2015 Manufacturing PMI (China) June 50.4 50.2 
PMIs will be closely watched by 
the markets.  07/01/2015 HSBC Manufacturing PMI (China) June F 49.6 49.6 

07/01/2015 Markit Manufacturing PMI (India) June NA 52.6 
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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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