
 

 

  1 

 

The Weekly Market View 
Oct 19 2015 

Asset Management |assetmanagement@adcb.com 1 

 

Global rally tapers off with growth concerns back on fore 

A week after a strong rally in global equity markets along with commodity prices the rally tapered off 

last week, primarily due to weak economic data releases from major countries. An array of 

disappointing data from the US suggests that the moderation is underway in growth at the time when 

uncertainty around the economic outlook in China remains elevated. This puts a question mark over 

how long “bad news will be a good news for markets”. Initial quarterly results from the S&P 500 

companies also do not provide much comfort as sales continue to miss on the downside. The two 

largest sectors – Financials (c.16% of the index weight) and Technology (c.20%) – seem to have lagged 

behind the market expectations, at least what initial reports suggest.  

China manages in line with expectations for the third quarter   

A small devaluation in the Renminbi created a stormy summer in global financial markets, heightening 

concerns about the growth outlook in the second largest economy in the world. The first major release 

since the Chinese devaluation came on Sunday night as Q3 GDP was announced along with other 

high frequency economic indicators. Real GDP growth came in slightly better than the market 

expectations at 6.9% (vs. 6.8% expected). Markets will now focus on US housing data this week to see 

if the trend in moderating US data will continue. In addition, preliminary manufacturing PMIs from major 

developed economies will hopefully give an indication of the extent of the moderation underway in 

developed countries. The consensus expects lower readings relative to previous ones.  
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,033.1 0.9 -1.3

Dow  Jones 17,216.0 0.8 -3.4

Nasdaq 4,886.7 1.2 3.2 

DAX 10,104.4 0.1 3.0 

Nikkei 225 18,291.8 -0.8 4.8 

FTSE 100 6,378.0 -0.6 -2.9

Sensex 27,214.6 0.5 -1.0

Hang Seng 23067.4 2.7 -2.3

ADX 4538.5 -0.2 0.2 

DFM 3697.7 -0.2 -2.0

Tadaw ul 7698.7 0.2 -7.6

DSM 11772.1 0.1 -4.2

MSM30 5909.45 0.7 -6.8

BHSE 1257.7 0.2 -11.8

KWSE 5731.3 0.4 -12.3

MSCI World 1,683.6 0.6 -1.5

MSCI EM 865.3 0.7 -9.5

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 50.5 -4.2 -12.0

Nymex WTI USD/bbl 47.3 -4.8 -11.3

OPEC Baskt USD/bbl 45.1 -7.7 -13.4

Gold 100 oz USD/t oz 1177.3 1.8 -0.6

Platimum USD/t oz 1015.0 3.3 -16.0

Copper USD/MT 240.4 -0.4 -14.9

Alluminium 1548.75 -3.3 -15.5

EUR 1.1348 -0.1 -6.2

GBP 1.5438 0.8 -0.9

JPY 119.44 -0.7 0.3 

CHF 0.9537 -0.8 4.3 

USD Libor 3m 0.3172 -1.1 24.1 

USD Libor 12m 0.8257 -2.3 31.3 

UAE Eibor 3m 0.8329 0.5 23.0 

UAE Eibor 12m 1.1929 1.1 17.4 

US 3m Bills 0.0000 0.3 -100.0

US 10yr Treasury 2.0334 -2.6 -6.3

Global Commodities, Currencies and Rates

Currencies

Rates
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Negative US economic surprises continue 
Further signs of moderation in the US cycle    

Negative economic data surprises over the past weeks more or 

less confirm that the US economic cycle is moderating. October 

started with the release of a subdued ISM manufacturing 

survey which was still barely in expansionary territory (50.2).  

This was later confirmed by a decline in manufacturing 

employment (-9,000 jobs in October and -18,000 jobs in 

September). The overall employment scenario now looks less 

bright than it did with the latest non-farm payrolls report also 

showing that only 142,000 jobs were added in September. The 

job numbers for the prior two months were also revised down 

by a cumulative 59,000. Additionally, the decline in factory 

orders as well as the slowdown in industrial production adds to 

the moderating economic outlook.  

On the consumer side, despite the University of Michigan 

consumer confidence survey showing a high level of consumer 

confidence, it is not getting reflected in consumer spending 

data. Retail sales grew just 0.1% in September after a “no 

growth” month of August. If we exclude autos (retail sales ex-

auto) retail sales actually declined for the past two months.  

The Bloomberg economic surprise index for the US remains 

close to recent lows and might signal that third quarter growth 

(which the market currently expects to come in at 2.2% QoQ 

saar) might disappoint. The wild card is the inventory 

component which did not contribute much in the second 

quarter.    

 

Source: Bloomberg 

 

Moderation will keep yields and the dollar at bay 

As the above mentioned US economic moderation continues, 

the market has been lowering the probability of a Fed rate hike 

this year. The Fed fund rate futures implied probability has 

moved up to 68% for no hike this year as compared to 61% a 

week ago and much lower a month ago. This is likely to keep 

US Treasury yields contained and should limit US dollar 

appreciation.    

Subdued market expectations from the earnings season 

The Bloomberg consensus shows that the market expects 

c.4% YoY decline in earnings and c.3% YoY decline in sales 

for S&P 500 companies in the third quarter. Although its too 

early to have a final comment on the actual earnings season, 

initial result announcements seem to be mixed. Earnings are 

coming in slightly better than what market has been expecting 

while sales have been lower. Fifty eight companies have 

announced result so far with an aggregate positive surprise of 

1.68% in earnings a 0.27% miss in the sales numbers. 

Negative surprises on already declining expectations for 

revenue do not bode well for the sustainability of earnings. A 

strong dollar and wage growth in excess of 2% continues to 

create headwinds for the US companies.  

The two largest sectors – Financials (c.16% of the index 

weight) and Technology (c.20%) – seem to have lagged behind 

the market expectations, at least what initial reports suggest.  

  
Source: Bloomberg 

Source: Bloomberg 

 

 

 

 

 

-2

0

2

4

6

-1.0

-0.5

0.0

0.5

1.0

1.5
Economic surprise index points slower growth than 

the current market expectations

Bloomberg economic surprise index GDP growth - rhs

 S&P 500 companies’ sales surprise 

Industry (ICB) Reported Positive Inline Negative % 

All Securities 58 500 28 0 30 -0.27% 

Oil & Gas 1 39 0 0 1 -0.92% 

Basic Materials 2 21 0 0 2 -1.98% 

Industrials 11 77 4 0 7 -1.08% 

Consumer Goods 10 63 5 0 5 -1.76% 

Health Care 2 49 1 0 1 1.52% 

Consumer Services 10 73 4 0 6 -0.32% 

Telecommunications 0 5 0 0 0  

Utilities 0 30 0 0 0  

Financials 15 91 9 0 6 -0.11% 

Technology 7 52 5 0 2 0.81% 

 

 S&P 500 companies’ earnings surprise 

Industry (ICB) Reported Positive Inline Negative % 

All Securities 58 500 43 1 14 1.68% 

Oil & Gas 1 39 1 0 0 1.83% 

Basic Materials 2 21 1 0 1 -10.6% 

Industrials 11 77 8 0 3 5.81% 

Consumer Goods 10 63 7 0 3 7.59% 

Health Care 2 49 2 0 0 2.05% 

Consumer Services 10 73 7 1 2 3.13% 

Telecommunications 0 5 0 0 0  

Utilities 0 30 0 0 0  

Financials 15 91 11 0 4 -0.09% 

Technology 7 52 6 0 1 -1.97% 
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Summary market outlook 

Global Yields 

Weaker set of economic releases from the US pushed sovereign yields lower despite a slight uptick in 

core CPI. The US Treasury 10yr yield is likely to trade around the 2% mark in absence of any major 

catalyst this week. European sovereign yields also ticked down last week which are expected to move 

largely in the same direction in the near term. This week’s ECB statement and press conference will 

be an important event to watch. 

Stress and Risk 

Indicators 

Weaker US economic data has supported risky assets as market participants have been better on a 

lower probability of a Fed rate hike this year. In concurrence of the same, the VIX indicator came down 

last week. Sovereign CDS spreads also eased a bit further but remain at higher than levels in August.    

Precious Metals 
The gold price gained further last week as market expectations for a Fed rate hike have been pushed 

out. The precious metal could benefit further from slowing global growth. However, we remain cautious 

due to the lack of inflationary pressure in all major economies and a dwindling physical demand.  

Local Equity Markets 
Local equities were largely flattish last week. The ongoing earnings season for the third quarter will 

drive markets in the GCC. At the same time, sentiment in the oil market will continue to influence local 

markets in the near term.  

Global Equity Markets 

Global equity markets were unable to repeat their strong performance of the previous few weeks. 

However, it does now seem certain that the sharp pull back at the end of Q2 has run its course. China’s 

third quarter GDP numbers were largely in line with consensus expectations, therefore quarterly results 

will likely be the main determinant of markets performance during the week.      

Energy 
After a sharp rally in the previous week, oil price corrected last week. Global growth concerns, large 

inventory overhang and the US dollar movement will influence the oil price in the very short term despite 

signs of US shale oil production slowing.   

Industrial Metals 
Notwithstanding the recent gains in the industrial metal prices, 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 closed almost flat against the US dollar after a mid-week rally due to weaker 

US economic data. We continue to expect the downward trend in the common currency 

against the greenback. Any weakness in the manufacturing PMIs from the Eurozone 

could push the currency lower.  

R2 - 1.1553 
R1 - 1.1450 
S1 - 1.1290 
S2 - 1.1233 

GBPUSD 

A weaker set of economic data from the US and slightly positive labour data from the 

UK supported the British pound. In the absence of any major trigger, we expect the 

currency pair to be stable in the very near term.    

R2 - 1.5691 
R1 - 1.5564 
S1 - 1.5256 
S2 - 1.5075 

USDJPY 

As the global equity market gains tapered off last week and BoJ stayed put, the 

Japanese yen slowly appreciated against the US dollar. However, we don’t see the 

currency to move further up in the near term.  

R2 – 121.50 
R1 – 120.47 
S1 – 118.24 
S2 – 117.04 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

10/19/2015 NAHB Housing Market Index Oct 62 62 
Market will focus on how housing 
sector is holding up amid weaker 

data over the last few weeks. 
Preliminary estimates of Markit 
manufacturing PMI will also be 

scrutinise.      

10/20/2015 Housing Starts Sep  1147k 1126k 

10/20/2015 Building Permits Oct 1165k 1170k 

10/22/2015 Existing Home Sales Sep 5.37m 5.31m 

10/22/2015 Leading Index Sep 0.0% 0.1% 

10/23/2015 Markit Mfg PMI Oct P 52.9 53.1 

 

Japan 

  Indicators Period Expected Prior Comments 

10/21/2015  Trade Balance Adjusted Sep ¥63 B -¥359 B 
Amid weakening growth indicators, 

market will focus on all the 
releases this week.  

10/21/2015 Exports YoY Sep 3.6% 3.1% 

10/21/2015 All Industry Activity Index MoM Aug -0.2% 0.2% 

10/23/2015 Nikkei Mfg PMI Oct P 50.5 51.0 

 

Euro zone 

  Indicators Period Expected Prior Comments 

10/22/2015  ECB Policy Meeting Oct No Change  
Market will focus on manufacturing 

PMIs as consensus expects them to 
moderate this month.  

10/22/2015  Consumer Confidence Oct A -7.4 -7.1 

10/23/2015  Markit Mfg PMI Oct P 51.7 52.0 

10/23/2015  Markit/BME Mfg PMI (Germany) Oct P 51.7 52.3 

10/23/2015  Markit Mfg PMI (France) Oct P 50.2 50.6  

 

China and India 

  Indicators Period Expected Prior Comments 

10/19/2015 Retail Sales YoY (China) Sep 10.8% 10.8% 

 
Markets will focus on the GDP 

growth in China.  

10/19/2015 Industrial Production YoY (China) Sep 6.0% 6.1% 

10/19/2015  
Fixed Asset Investment YTD YoY 
(China) Sep 10.8% 10.9% 

10/19/2015  GDP YoY (China) 3Q 6.8% 7.0% 

10/23/2015  Infra Industries Growth YoY (India) Sep NA 2.6% 
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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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