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Continuing growth concerns and VW scandal weigh on markets 

Last week equity markets lost again ground as global PMI indicators - plausibly the most used leading 

indicator for assessing the direction of the business cycle – did not point to any significant uptick, whilst 

the China PMI came again down. Interestingly, Germany’s IFO (the most used PMI in Germany) was 

up. The IFO survey was, however, taken before the break-out of the Volkswagen emission scandal. As 

such, it makes sense to seriously doubt if that positive figure is still reliable. Markets remain concerned 

that global policy makers are no longer able to keep the economy on a growth path, as is also obvious 

from the tepid reaction to Mrs. Yellen’s words that she still expects to hike rates this year. However, 

whilst her remarks did not manage to boost equity markets, they did put again upward pressure on the 

US dollar, making life once more harder for emerging markets.    

Markets to remain volatile and watchful for US labour data and 
ramifications of VW scandal  

Whilst it is not clear exactly how the VW scandal will work out, there is a concrete risk that it might 

significantly dent confidence in Europe. As such the emissions scandal is capable of derailing the 

recovery of the Euro-zone at the same time that the US economy might slow down, and China is having 

serious difficulties to maintain its current pace of growth. It is in this situation that this week we will see 

a lot of significant economic data coming out of the US, from personal income and spending to house 

prices, general inflation data and factory orders to the paramount ISM indicator and labour data. Strong 

data are likely to benefit the US dollar and continue to put pressure on emerging markets. More modest 

data are likely to keep global equity markets under pressure as they would reinforce the ongoing 

concerns about the strength of the global economy.  
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 1,931.3 -1.4 -6.2

Dow  Jones 16,314.7 -0.4 -8.5

Nasdaq 4,686.5 -2.9 -1.0

DAX 40 9,688.5 -2.3 -1.2

Nikkei 225 17,880.5 -1.0 2.5 

FTSE 100 6,109.0 0.1 -7.0

Sensex 25,863.5 -1.4 -5.9

Hang Seng 21186.3 -3.4 -10.2

ADX 4514.3 0.2 -0.3

DFM 3632.7 0.2 -3.7

Tadaw ul 7442.7 1.0 -10.7

DSM 11433.8 0.7 -6.9

MSM30 5765.42 0.4 -9.1

BHSE 1277.6 0.1 -10.4

KWSE 5754.5 0.2 -12.0

MSCI World 1,594.7 -2.2 -6.7

MSCI EM 789.2 -4.9 -17.5

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 48.6 2.4 -15.2

Nymex WTI USD/bbl 45.7 2.3 -14.2

OPEC Baskt USD/bbl 44.5 0.3 -14.5

Gold 100 oz USD/t oz 1146.2 0.6 -3.2

Platimum USD/t oz 946.6 -3.6 -21.6

Copper USD/MT 229.2 -4.4 -18.9

Alluminium 1567.5 -3.9 -14.5

EUR 1.1195 -0.9 -7.5

GBP 1.5180 -2.3 -2.5

JPY 120.59 0.5 -0.7

CHF 0.9795 1.1 1.5 

USD Libor 3m 0.3261 2.2 27.6 

USD Libor 12m 0.8609 4.4 36.9 

UAE Eibor 3m 0.8243 -0.2 21.7 

UAE Eibor 12m 1.1571 0.0 13.9 

US 3m Bills -0.0203 -33.3 -157.2

US 10yr Treasury 2.1623 1.3 -0.4

Global Commodities, Currencies and Rates

Currencies

Rates
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Critical data week ahead as markets remain volatile
Strong US dollar keeps pressure on emerging markets   

A few remarks by Mrs. Yellen that she still thinks to increase 

rates this year were sufficient to keep the pressure on emerging 

market currencies against the US dollar. Credit Default Swaps 

– measuring the risk of insolvency - of emerging markets also 

increased. The strong US dollar remains a problem for China 

and emerging markets in general.  

 Country 
 5Yr CDS 
spreads (in bps) 

Last week 
change (in bps) 

China 128 +10.3 

Indonesia 270 +36.4 

Malaysia 225 +33.1 

India 185 +9.9 

Philippines 135 +12.3 

Thailand 163 +17.5 

Vietnam 295 +29.9 

Brazil 505 +75.1 

Mexico 176 +30.9 

Chile 140 +23.0 
Source: Bloomberg 

VW scandal potentially huge in impact    

It is of course very difficult to make an assessment as to exactly 

what the VW scandal could ultimately lead to. Yet, it is too early 

to rule out that it could even help in derailing the business cycle 

in Europe. To the extent that we are already observing a 

significant slowdown in the United States and China, such 

development would be dangerous for global growth as a whole. 

The extent of the scandal’s impact is particularly arduous to 

asses because it hinges on a crisis of confidence not only in 

the governance of what was a highly reputed company, but also 

in the governance of the authorities in the European Union and 

the United States. It cannot but increase our caution versus 

risky (equity) assets.   

US data in focus as markets search for clues as to 

resilience of US business cycle    

Throughout the week we will receive important economic data 

from the United States. Markets will be particularly interested 

to see if the country’s most important indicator, the ISM, is 

further coming down. If yes, then that will only strengthen 

doubts about the continuing growth momentum and, critically, 

the Federal Reserve’s willingness to increase rates.   

 

 

 

 

 

 

 

Source: Bloomberg 

 

Market will also pay careful attention to Friday’s labour market 

data. We believe that continuing job creation alone would not 

be sufficient for the Federal Reserve to increase its effective 

tightening bias. What would be really necessary for that to 

happen would be a clearer indication that wages are on the rise 

as a result of more people being employed. In fact, in spite of 

jobs being created, average hourly earnings’ growth has not 

picked up in any way to the levels we were used to before the 

crisis. This month consensus polls are expecting a relatively 

more significant hike from 2.2% to 2.4%. If that increase would 

effectively materialize, we would see more upward pressure on 

US Treasury yields and the US dollar, and thus renewed 

pressure on emerging markets.  

 

 
Source: Bloomberg 

  

Whilst temporary rebounds are of course difficult to exclude, 

we remain cautious about the prospects of global equities. The 

main reason of this caution is the fact that global growth is 

under pressure and policy makers have less instruments, and 

willingness, to do something about it.   
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Summary market outlook 

Global Yields 

The US Treasury yield closed the week largely flat with renewed talk of a rate hike this year by Mrs. 

Yellen. With a large number of important US data to be released this week, the movement in the yield 

will largely be driven by the degree to which they indicate continuing economic strength. European 

sovereign yields dropped marginally which is likely to persist with continuing ECB QE purchases.     

Stress and Risk 

Indicators 

The VIX index ticked up slightly and remained elevated, reflecting the potential volatility in the US equity 

market in the near term. Sovereign CDS spreads, in particular for Asian countries, again jumped last 

week. A stronger set of US economic data could push these spreads even higher if that leads to a 

higher probability for a US rate hike this year.    

Precious Metals 
The gold price largely moved in a range over the last week with a meagre gain at the end. We remain 

cautious on the precious metal space due to lack of inflationary pressure in all major economies.  

Local Equity Markets 
In a holiday truncated week, GCC markets were slightly positive. Last week’s gains in the oil price could 

further support these markets in the beginning of the week.        

Global Equity Markets 

Most major global equity markets closed last week in red. The elevated levels of the VIX index and 

higher sovereign CDS spreads suggest continuing volatility in the near term. Stronger US economic 

data could paradoxically further put pressure on EM equity markets through rate and currency 

expectations.  

Energy 
Despite signs of US crude production slowing, demand concerns have kept the oil price under pressure. 

The same factor is likely to keep the oil price volatile in the near term.      

Industrial Metals 
Uncertainty around emerging economies’ growth, in particular China’s, continues to weigh heavily on 

industrial metals.  

Currencies Commentary Critical levels 

EURUSD 

The euro trended lower on ongoing QE by the ECB. A set of important data is expected 

in the US and any positive surprise in them is likely to push the euro further lower this 

week. Disappointments are, however, unlikely to pull the euro significantly up.       

R2 - 1.1435 
R1 - 1.1315 
S1 - 1.1090 
S2 - 1.0985 

GBPUSD 

Signs of UK growth weakening (slumping tax revenue and higher borrowing by the 

government) pulled the pound lower. It could see a technical rebound after last week’s 

depreciation. However, main movements in the currency cross are likely to be guided 

by the changing Fed rate hike expectations.   

R2 - 1.5727 
R1 - 1.5453 
S1 - 1.5021 
S2 - 1.4863 

USDJPY 

The Japanese yen was largely stable last week. Given the high levels of risk-off 

perception in the global financial markets, we see potential of a slight appreciation in 

the yen in the near term.    

R2 – 122.36 
R1 – 121.48 
S1 – 119.47 
S2 – 118.34 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

09/28/2015 Personal Income  Aug 0.4% 0.4% 

A large set of important economic 
data releases are scheduled this 

week. The strength of the 
economic data releases will 

determine the market expectations 
about the Fed.   

09/28/2015 Personal Spending Aug 0.3% 0.3% 

09/28/2015 PCE Core YoY Aug 1.3% 1.2% 

09/30/2015 Chicago Purchasing Manager Sep 53.0 54.4 

10/01/2015 Initial Jobless Claims Sep 25 272k 267k 

10/01/2015 ISM Manufacturing Sep 50.6 51.1 

10/02/2015 Change in Nonfarm Payrolls Sep 197k 173k 

10/02/2015 Unemployment Rate Sep 5.1% 5.1%  

10/02/2015 Average Hourly Earnings YoY Sep 2.4% 2.2%  

10/02/2015 Factory Orders Aug -1.3% 0.4%  

 

Japan 

  Indicators Period Expected Prior Comments 

09/30/2015  Industrial Production MoM Aug P 1.0% -0.8% 

Release of the Tankan surveys 
conducted by the Bank of Japan 
will be looked at closely by the 

market.  

09/30/2015 Retail Sales MoM Aug 0.5% 1.2% 

10/01/2015 Tankan Large Mfg Index 3Q 13 15 

10/01/2015 Tankan Large Mfg outlook 3Q 10 16 

10/01/2015 Tankan Large Non-Mfg Index 3Q 21 23 

10/01/2015 Tankan Large Non-Mfg outlook 3Q 19 21 

 

Euro zone 

  Indicators Period Expected Prior Comments 

09/29/2015  Consumer confidence Sep F -7.1 -7.1 

Markets will watch the unemployment 
rate - and inflation data this week.   

09/29/2015  Unemployment Rate Aug 10.9% 10.9% 

09/30/2015  CPI Estimates YoY Sep 0.0% 0.1% 

09/30/2015  CPI Core YoY Sep A 0.9% 0.9% 

 

China and India 

  Indicators Period Expected Prior Comments 

10/01/2015  Manufacturing PMI (China) Sep 49.7 49.7 With a disappointing preliminary 
PMI from China, market will look 

for confirmation from the final 
PMI for effectiveness of the 
ongoing slowdown. In India, 

markets expect a rate cut by the 
central bank.  

10/01/2015  Caixin Manufacturing PMI (China) Sep F 47.0 47.0 

09/29/2015  RBI policy meeting (India) Sep 29 7.0% 7.25% 

10/01/2015  Nikkei Manufacturing PMI (China) Sep NA 52.3 
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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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