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Strong US job data don’t change underlying growth dynamics 

The US economy created 257’000 jobs in January and data for the two preceding months were revised 

up by a cumulative 147’000 units. These were the strongest three months in 17 years. Interestingly, 

the sense of an improved outlook determined that more people, who were previously disillusioned as 

to the prospect of finding a job, re-entered the job market. As a result the unemployment rate (which is 

measured over the total number of people effectively looking for a job) went up. There are still many 

people who are not in the job market and who will keep wages low by re-entering if the situation 

improves further. The strong US dollar, decrease in productivity and slowdown in corporate profit 

growth will also keep wages at bay. Thus, the spike in yields will prove temporary as the Federal 

Reserve is likely to remain “patient”. 

Focus on US retail and developments in Ukraine, Greece 

Markets will look at the sustainability of the US recovery, mainly retail sales and University of Michigan. 

Inflation in China and Fourth Quarter GDP in the Euro-zone will also be looked at. The situation in 

Ukraine can hardly get worse, but US arms’ delivery to Ukraine remains unlikely. Greece’s bid for policy 

revision and debt forgiveness at a time that other periphery economies are protected by QE, seriously 

weakens its bargaining position. Ukraine and Greece developments will see diplomats scrambling for 

face-saving solutions and are likely not to have a significant impact on markets. 
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,055.5 3.0 -0.2

Dow  Jones 17,824.3 3.8 0.0 

Nasdaq 4,744.4 2.4 0.2 

DAX 40 10,846.4 1.4 10.6 

Nikkei 225 17,648.5 -0.1 1.1 

FTSE 100 6,853.4 1.5 4.4 

Sensex 28,717.9 -1.6 4.4 

Hang Seng 24679.4 0.7 4.6 

ADX 4616.6 3.6 1.9 

DFM 3886.2 5.8 3.0 

Tadaw ul 9285.4 4.6 11.4 

DSM 12650.5 6.3 3.0 

MSM30 6725.47 2.5 6.0 

BHSE 1437.5 0.9 0.8 

KWSE 6755.1 2.8 3.4 

MSCI World 1,720.6 2.6 0.6 

MSCI EM 978.6 1.8 2.3 

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 57.8 9.1 0.8 

Nymex WTI USD/bbl 51.7 7.2 -3.0

OPEC Baskt USD/bbl 50.8 13.3 -2.3

Gold 100 oz USD/t oz 1234.0 -3.9 4.2 

Platimum USD/t oz 1223.8 -1.4 1.3 

Copper USD/MT 258.6 3.6 -8.5

Alluminium 1857.25 0.3 1.3 

EUR 1.1316 0.2 -6.5

GBP 1.5243 1.2 -2.1

JPY 119.12 1.4 0.6 

CHF 0.9268 0.7 7.3 

USD Libor 3m 0.2556 1.0 0.0 

USD Libor 12m 0.6315 1.7 0.4 

UAE Eibor 3m 0.6914 2.1 2.1 

UAE Eibor 12m 1.0129 0.0 -0.3

US 3m Bills 0.0152 -42.0 -57.2

US 10yr Treasury 1.9567 19.3 -9.9

Global Commodities, Currencies and Rates

Currencies

Rates
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Strong US job data determine rebound in yields
But the market’s Fed outlook hardly changes  

Helped also by Thursday’s job market report, this week US 

equity markets edged again up close to their historical records, 

and US Treasury yields also finally backed up again towards 

the 2% level. It is important to observe, however, that implicit 

equity volatility remained sustained and that Fed futures are 

still only pricing in a 27% probability of a Fed rate in June, up 

from 18% before the job market report.  

Inflationary wage pressures remain subdued 

The upward revision of December wage growth, as well as the 

increase in the January figure has been very important in 

instilling renewed hopes into the market. Those hopes are 

based on a broadening of the recovery from corporate profits 

into wages, and thus continuing and sustained consumption 

spending. Without considering the secular headwinds that still 

compromise such broad-based recovery – in particular an 

ageing population and continuing deleveraging – the very data 

of last week shed some doubts on the rosy scenario. 

For one thing there is the self-fulfilling loop of a strengthening 

greenback pre-empting the restrictive impact the Federal 

Reserve would want to exercise by raising interest rates. 

Whenever speculation rises that the Fed might hike rates, the 

US dollar strengthens. The stronger US dollar in and by itself  

exercises a disinflationary impact (as will be clear by this 

week’s release of the January import data), thereby pre-

empting the need for Fed hikes at a moment that – in fact – 

prices seem coming down, rather than going up. 

More importantly, last week’s data actually confirmed that wage 

growth is more likely to remain subdued, rather than escape 

gravity from the 2% annual growth level at which it has 

remained anchored for the last years. 

 

Source: Bloomberg 

 

 

Big reservoir of jobless people likely to keep 

unemployment rate higher than expected  

The so-called participation rate jumped to 62.9%, up from 

62.7%. That is still well below to the close to 66% average 

before the Global Financial Crisis. This participation rate 

measures the share of people of working age actively looking 

for a job. The fact that their number rose in January explains 

why – in spite of more new jobs being created – the 

unemployment rate went up. In fact, the unemployment rate is 

measured over the number of people actively looking for a job, 

not over the number of people who are of working age. The fact 

that there is an historically very number of people not yet 

actively looking for a job, but plausibly ready to start doing so, 

is likely to keep the unemployment rate from falling very sharply 

over the next months. As such it is also keeping a lid on further 

wage growth. 

Another reason why wage growth is likely to remain subdued is 

the fact that productivity growth that declined in the fourth 

quarter of 2014. Corporate profit growth is also not really taking 

off. With 323 of the 500 member companies of the S&P 500 

now having reported earnings, corporate profits are up 4.1% 

over the same period of the prior year, while sales are up 2.3%. 

Strong earnings growth is being hampered by the strong US 

dollar, which brings us back to our earlier argument: the high 

exchange rate allows the Federal Reserve to fight inflation 

without having to hike rates. If the Fed would too quickly hike 

rates, with prices are actually coming down, it risks bringing 

inflation still farther away from its 2% target. 

QE insulates the Euro-zone periphery from Greek 

contagion 

Whilst Greek bonds and banks suffered from the ECB’ warning 

that it would no longer accept Greek bonds as collateral for its 

emergency liquidity lending, other Euro-zone periphery 

markets did not suffer. This should not surprise. QE is a stealth 

expression of fiscal union, the absence of which was always 

considered the key cause of the euro-crisis. As such, Greece’s 

bargaining power to obtain policy revision and debt write-down 

is right now not enormous to say the least. We are likely to see 

continuing stalemate over the next weeks, as governments 

scramble for a face-saving solution and Greece’s requests are 

not entirely unreasonable. There might be some increase in 

volatility and some widening of Euro-zone spreads if fears 

about a Greek exit rise. We would expect that to be an 

opportunity to get into the other periphery markets.  
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Summary market outlook 

Global Yields 

All through the last week US 10yr Treasury yield trended up and job market data on Friday provided a 

significant push. The yield closed 28 bps higher over the week. We remain cautious on the further up-

move as the strengthening dollar and yield differential from other major developed countries will act as 

moderating factors.       

Stress and Risk 

Indicators 

Over the week the VIX index came down, however, it ticked up on Friday as equity market lost some 

ground, fearing Fed rate hike. Sovereign CDS spreads were largely stable. Ongoing Ukraine and 

Greece issues remain a risk to the spreads especially in Europe.  

Precious Metals Will remain volatile as long as the Federal Reserve will not become more explicit about rate hikes. 

Local Equity Markets 
Local equity markets gained as Saudi government additional spending and recovery in oil prices 

boosted sentiment. Gains could sustain this week if oil price does not see reversal.     

Global Equity Markets 
Global equity markets will largely depend on how the US dollar moves further in the wake of the strong 

jobs data. A negative close of US equities on Friday might well affect the global markets opening on 

Monday morning. US retail sales data will be important.    

Energy 
Energy prices gained further last week after a sharp jump in the prior week. However, the week was a 

relatively volatile one as Brent one month forward swung in a range of USD53-59 per barrel. We do 

not see a very high probability of oil moving significantly higher in the near term.  

Industrial Metals 
The China-driven secular downward trend will continue, but the pace might stall to the extent that US 

dollar strengthening might have a “technical” pause.  

Currencies Commentary Critical levels 

EURUSD 

Euro closed largely flat over the last week amid relatively high volatility. Slightly better 

than expected PMIs in the Eurozone and slightly disappointing ISM in the US pushed 

the currency as high as 1.1534. However, Friday job data in the US resulted into USD 

gaining its recently lost ground. We remain bearish on the Euro in the near term.   

R2 - 1.1631 
R1 - 1.1474 
S1 - 1.1219 
S2 - 1.1121 
 

GBPUSD 

GBP trended stronger last week before US job market data disturbed the direction. 

Relative strength in the UK economic data last week (prior to the US job data) was 

the main reason. In the absence of any significant economic event (except Industrial 

production) GBP is expected to come under pressure due to general USD strength.      

R2 - 1.5558 
R1 - 1.5400 
S1 - 1.5037 
S2 - 1.4832 

USDJPY 

After trading largely flat over the first four days of the last week, JPY depreciated in 

the wake of strong US job data. We could see slightly further depreciation if US 

upcoming economic data remain strong.       

R2 – 120.89 
R1 – 120.01 
S1 – 117.45 
S2 – 115.77 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

02/12/2015 Retail Sales Advance MoM Jan -0.5% -0.9% 

Headline retail sales is expected 
to drop due to lower gasoline 

price while import price is 
expected decline faster 

02/12/2015 Retail Sales ex Auto and Gas Jan 0.4% -0.3% 

  02/13/2015 Import Price YoY Jan -8.6% -5.5% 

02/13/2015 Univ. of Mich. Sentiment Feb P 98.2 98.1 

02/13/2015 Univ. of Mich. 5-10 yr Inflation  Feb P NA 2.8% 

 

China 

  Indicators Period Expected Prior Comments 

02/10/2015  Consumer price YoY Jan  1% 1.5% 

Prices are expected to ease in 
China 

02/10/2015 Producer price YoY Jan -3.7% -3.3% 

02/10/2015 New Yuan Loans (RMB) Jan  1350bn 697bn 

02/10/2015 
-02/15/2015 Money Supply M2 YoY Jan 12.1% 12.2% 

 

Euro zone 

  Indicators Period Expected Prior Comments 

02/09/2015 Sentix Investor Confidence Feb 3 0.9 

Eurozone is expected to maintain 
the low growth in the last quarter 

02/12/2015 Industrial Production YoY Dec 0.3% -0.4% 

02/13/2015 GDP QoQ 4Q 0.2% 0.2% 

02/13/2015 GDP YoY 4Q 0.8% 0.8% 
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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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