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Commodities rally spurs equities 

Global equity markets performed strongly last week as investors placed bets that the correction which 

started at the end of August was officially over. Much of the rally can be attributed to a better tone in 

commodity markets. W-o-w oil prices jumped sharply (Brent up 9.4%, US crude 9%) on the back of 

rising geopolitical risk as well as expectations that oil production in 2016 will be below that of this year. 

Metal prices also rose, the stand out performer being zinc which jumped 12% following Glencore’s 

announcement that it would cut its production by one-third. We view this commodity mini-rally as mostly 

headline driven and believe that fundamentals for both oil prices as well as metals remain poor.     

All eyes on the US; weak Q3 earnings and soft macro data  

US earnings season continues this week with more than 30 companies due to announce Q3 earnings. 

Consensus estimates have fallen to -4% y-o-y from flat three months ago. This can largely be attributed 

to commodity sectors although expectations are also negative for consumer staples, utilities and 

industrials. Overall there are powerful headwinds which will likely restrain US earnings growth in the 

short to medium term. On the macro front investors will receive two more pieces of the puzzle in trying 

to determine whether the Fed will raise rates this year; retail sales and inflation. The consensus is 

forecasting September retail sales to rise a mere 0.1% m-o-m (0.3% excl autos and gasoline). 

Consumer prices are not expected to fare much better, the consensus is for a 0.2% m-o-m decline in 

September. Core inflation is expected to have crept up 0.1% during the same period and likely to have 

remained steady at 1.8% y-o-y, short of the 2% FOMC target. These expectations do not suggest an 

economy in need of monetary tightening whilst any downside surprises to these numbers will likely 

enhance the belief that the Fed will push out its first rate hike until next year thereby keeping a check 

on yields, and adding some further support to risk assets this week.  
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,014.9 3.3 -2.1

Dow  Jones 17,084.5 3.7 -4.1

Nasdaq 4,830.5 2.6 2.0 

DAX 10,096.6 5.7 3.0 

Nikkei 225 18,438.7 4.0 5.7 

FTSE 100 6,416.2 4.7 -2.3

Sensex 27,079.5 3.3 -1.5

Hang Seng 22458.8 4.4 -4.9

ADX 4546.5 0.6 0.4 

DFM 3706.5 2.4 -1.8

Tadaw ul 7685.3 4.7 -7.8

DSM 11754.7 2.6 -4.3

MSM30 5867.41 1.3 -7.5

BHSE 1254.7 -1.7 -12.0

KWSE 5708.8 -0.2 -12.7

MSCI World 1,673.8 4.1 -2.1

MSCI EM 859.3 6.9 -10.1

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 52.7 9.4 -8.2

Nymex WTI USD/bbl 49.6 9.0 -6.8

OPEC Baskt USD/bbl 48.1 9.8 -7.5

Gold 100 oz USD/t oz 1156.5 1.6 -2.4

Platimum USD/t oz 983.0 8.0 -18.6

Copper USD/MT 241.4 3.8 -14.6

Alluminium 1601.75 3.0 -12.7

EUR 1.1358 1.3 -6.1

GBP 1.5322 0.9 -1.6

JPY 120.27 0.3 -0.4

CHF 0.9616 -1.0 3.4 

USD Libor 3m 0.3206 -2.0 25.4 

USD Libor 12m 0.8448 -0.9 34.3 

UAE Eibor 3m 0.8286 0.5 22.4 

UAE Eibor 12m 1.1800 0.6 16.2 

US 3m Bills 0.0000 100.2 -100.0

US 10yr Treasury 2.0881 4.8 -3.8

Global Commodities, Currencies and Rates

Currencies

Rates
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Bad news once again becoming good news 
A weak week for global macro data    

Last week saw the continuation of the trend in soft global 

economic data. Weak US, UK and German export data 

underscored the view that the global economic upswing is 

struggling to get traction. This was also mirrored in 

manufacturing PMIs across the globe. The Eurozone 

composite PMI fell to 53.6 in September from 54.3 in August. 

Although it remains firmly in expansionary territory, the trend is 

downwards. Other countries and regions also exhibit this trend, 

which underscores the need for continuing stimulus.  

Source: Bloomberg 

 

Fed minutes fuel scepticism of rate hike this year 

As if weaker global macro data was not enough, the past week 

also delivered further support to the view that the Fed will not 

raise interest rates this year. On top of last Friday’s 

disappointing US jobs report, Thursday’s FOMC September 

minutes suggested concern about the impact of the weak 

global backdrop on the US economy and therefore its ability to 

withstand a US rate hike at this point. Indeed traders now place 

the odds of the Fed standing pat this year at 61% compared 

with a low of 19% a few months ago. Officials also expressed 

concerns about persistently low inflation, especially in the face 

of a relatively strong labour market.  

 

Source: Bloomberg 

The combination of soft global data and dovish FOMC minutes 

resulted in risk assets enjoying a very strong week. It therefore 

appears as though we are re-entering the bad-news is good-

news dynamic which has characterised much of the investment 

landscape since the introduction of central banks’ extraordinary 

monetary interventions.  

 

Source: Bloomberg 

In the US the S&P 500 gained approximately 3% during the 

week leaving it roughly 6% from its all-time high earlier this 

year. Eurozone equities also followed the US higher (with the 

DAX climbing almost 6%) but remain considerably further 

below their 2015 highs than US markets. To a large extent this 

can be explained by the fact that Eurozone companies have far 

greater exposure to EM markets (in particular China) than US 

companies. For example, last year roughly 16% of European 

companies’ revenues originated in the EM region, compared 

with just 7% for the US and 10% Japan. In the past EM revenue 

exposure was a source of growth, more recently however, it is 

been a hindrance with investors seeking higher quality 

developed world exposure. On top of this, the VW emissions 

scandal has weighed heavily on the European bellwether 

index, the DAX30 which to an extent has spilled over to other 

European equity markets.  

What are the prospects of a year-end equity rally? 

Although we are underweight equities in our asset allocation, 

the environment for equities has improved. Generally equities 

tend to perform best in an environment where growth has 

stabilised, inflation remains well-behaved which allows policy 

makers to pursue accommodative policies. We need to stretch 

the definitions of “well-behaved” inflation in this context, but 

further China-inspired shocks aside, the recent de-rating has 

left equities in a good spot. Furthermore to the extent that the 

downward pressure on US yields continues, this could lead to 

higher equity multiples as a result of a lower cost of capital. 

However, taking heed from the violent recent correction we will 

re-embark on our prior selective choices. For the moment, we 

will do so limitedly for German equities, as well as the 

EuroStoxx for a more diversified exposure.
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Summary market outlook 

Global Yields 

Sovereign yields in most developed countries ticked up last week largely due partly to a technical 

rebound and partly to the oil price rebound. We believe that the potential for upside movement is limited 

as economic data have largely been disappointing. Further disappointments are likely to push yields 

lower.   

Stress and Risk 

Indicators 

Global risk indicators improved as the probability of the Fed hike this year came down. A rally in the 

US equities brought down the VIX index below 20. We remain cautious on the improvement as further 

deterioration in the economic outlook is likely to weigh on risk indicators.   

Precious Metals 
The gold price benefitted as overall commodity basket witnessed a rally last week. The precious metal 

could benefit further from the slowing global growth. We remain, however, cautious due to the lack of 

inflationary pressure in all major economies and dwindling physical demand.  

Local Equity Markets 
Local equities gained last week as the oil price gained substantially. Further gains over Thursday and 

Friday are expected to support the market this week. At the same time, result seasons will also 

determine the direction of the market in the coming two-three weeks.  

Global Equity Markets 

Global equity markets continued their upward momentum last week with the downward adjustment in 

the Fed hike expectations for this year. However, the downward adjustment came due to disappointing 

data releases and growth concerns. In such an environment, we remain cautious on the sustainability 

of the rally to a meaningful level.    

Energy 

Oil price gained significantly last week despite global growth concerns partly due to the dollar weakness 

and partly due to signals that the US shale oil supply has stunted. However, overhang of large 

inventories and continued higher supply is likely to keep the oil price away from any meaningful gains 

in the near term. In fact, it could be volatile after the last week substantial gains.       

Industrial Metals 
Notwithstanding the last week rally, uncertainty around emerging economies’ growth, in particular 

China’s, is likely to continue to weigh on industrial metals.  

Currencies Commentary Critical levels 

EURUSD 

The euro rallied at the end of the last week for the Fed hike expectations for this year 

adjusted lower and Bundesbank chief’s statement that more monetary measures would 

unlikely help growth. We are cautious on the euro rally and expect the currency to come 

down in the near term. 

R2 - 1.1521 
R1 - 1.1439 
S1 - 1.1224 
S2 - 1.1091 

GBPUSD 

The downward adjustment in the Fed hike expectations for this year and relatively 

better economic releases from the UK supported the British pound. Soft data from the 

US this week could push the pound even higher from the current level.   

R2 - 1.5526 
R1 - 1.5424 
S1 - 1.5179 
S2 - 1.5036 

USDJPY 

The Japanese yen remained largely range bound within a narrow band. The currency 

is likely to be stable in the near in the absence of any major trigger. Any spike in global 

risk aversion is supportive to the currency.     

R2 – 121.10 
R1 – 120.68 
S1 – 119.74 
S2 – 119.22 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

10/14/2015 Retail Sales Advance MoM Sep 0.2% 0.2% 

Markets will look at closely the 
consumer related data and 

industrial production to gauge the 
slowdown in the third quarter.    

10/14/2015 PPI Ex Food and Energy YoY Sept  1.2% 0.9% 

10/15/2015 Empire Manufacturing Oct -8 -14.7 

10/15/2015 CPI MoM Sep -0.2% -0.1% 

10/16/2015 Industrial Production MoM Sep -0.3% -0.4% 

10/16/2015 Univ. of Mich. Sentiment Oct P 89 87.2 

10/17/2015 Net Long-term TIC Flows Aug NA $7.7B 

 

Japan 

  Indicators Period Expected Prior Comments 

10/13/2015  Machine Tool Orders YoY Sep P NA -16.5% 

Markets will look this week if more 
data confirm the growth slowdown 

in the third quarter.  

10/14/2015 PPI YoY Sep -3.9% -3.6% 

10/14/2015 Money Stock M2 YoY Sep 4.3% 4.2% 

10/15/2015 Industrial Production MoM Aug F NA -0.5% 

10/15/2015 Tertiary Industry Index MoM Aug 0.0% 0.2% 

 

Euro zone 

  Indicators Period Expected Prior Comments 

10/13/2015  ZEW Survey Expectations Oct NA 33.3 
Industrial production and survey 
based expectations are likely to 

confirm the slowdown in the Euro 
zone. 

10/13/2015  ZEW Survey Expectations (GE) Oct 6.5 12.1 

10/14/2015  Industrial Production MoM Aug -0.5% 0.6% 

10/16/2015  CPI YoY Sep 0.2% 0.0% 

10/16/2015  Core CPI YoY Sep F 0.9% 0.9%  

 

China and India 

  Indicators Period Expected Prior Comments 

This week  Money Supply M2 YoY (China) Sep 13.1% 13.3% 
 

Markets will look for trade data 
from the two countries along with 

inflation in India. Inflation is 
expected to bottom out and the 
quantum of reversal will have 
implications for the monetary 

policy stance.  

This week  New Yuan Loans CNY (China) Sep 900B 809.6B 

10/13/2015  Exports YoY (China) Sep -6% -5.5% 

10/13/2015  Trade Balance (China) Sep $47.9B $60.2B 

10/14/2015  CPI YoY (China) Sep 1.8% 2.0% 

This week  Exports YoY (India) Sep NA -20.7% 

This week  Imports YoY (India) Sep NA -9.9% 

10/12/2015  Industrial Production YoY (India) Aug 4.8% 4.2%  

10/12/2015  CPI YoY (India) Sep 4.4% 3.66%  
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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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