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Job market strength is not corroborated by other releases 

 Barring strong job market data, US economic releases have largely disappointed in February. Personal 

spending, ISM manufacturing, factory orders, and recently retail sales and sentiment indicators have 

pushed GDP growth expectations lower. In this environment, we expect job growth to come off from 

recent highs. On the other hand, the Eurozone cycle seems to have finally bottomed, notwithstanding 

developments in Greece and Ukraine. Fourth quarter growth - led by Germany - ticked up and current 

indicators showed the continuing momentum. In the Emerging Markets space, India’s change in GDP 

data calculation puts growth much higher than earlier estimated.  

Japan GDP and FOMC Minutes will drive the market 

Even though we see slower growth in the US, the improving outlook in the Eurozone reduces 

headwinds. Japan’s GDP growth number will be watched by markets as a strong and sustainable 

recovery in Japan is likely to further support global economic sentiment. Amid rising yields in recent 

days, FOMC minutes will have to be watched closely to look for clues as to when the Federal Reserve 

is going to raise rate. Over all, this week is going to be a light data week.   
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,097.0 2.0 1.9 

Dow  Jones 18,019.4 1.1 1.1 

Nasdaq 4,893.8 3.1 3.3 

DAX 40 10,963.4 1.1 11.8 

Nikkei 225 17,913.4 1.5 2.7 

FTSE 100 6,873.5 0.3 4.7 

Sensex 29,094.9 1.3 5.8 

Hang Seng 24682.5 0.0 4.6 

ADX 4626.9 0.4 2.2 

DFM 3903.4 0.4 3.4 

Tadaw ul 9257.5 0.8 11.1 

DSM 12607.6 0.7 2.6 

MSM30 6657.85 -0.4 5.0 

BHSE 1447.5 0.8 1.5 

KWSE 6695.9 -0.1 2.5 

MSCI World 1,752.2 1.8 2.5 

MSCI EM 986.7 0.8 3.2 

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 61.5 6.4 7.3 

Nymex WTI USD/bbl 52.8 2.1 -0.9

OPEC Baskt USD/bbl 52.9 -0.9 1.7 

Gold 100 oz USD/t oz 1229.8 -0.3 3.8 

Platimum USD/t oz 1207.6 -1.3 -0.0

Copper USD/MT 260.5 0.8 -7.8

Alluminium 1822.75 -1.9 -0.6

EUR 1.1394 0.7 -5.8

GBP 1.5395 1.0 -1.2

JPY 118.75 -0.3 0.9 

CHF 0.9322 0.6 6.7 

USD Libor 3m 0.2571 0.6 0.6 

USD Libor 12m 0.6736 6.7 7.1 

UAE Eibor 3m 0.6914 0.0 2.1 

UAE Eibor 12m 1.0129 0.0 -0.3

US 3m Bills 0.0051 -42.0 -85.6

US 10yr Treasury 2.0504 4.8 -5.6

Global Commodities, Currencies and Rates

Currencies

Rates
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US disappoints while Eurozone surprises positively
Disappointing retail sales pushing growth expectations 

lower in the US 

A week after solid job growth numbers, the disappointment in 

retail sales and in the University of Michigan Consumer 

Confidence indicator raises some doubts about the capacity of 

rising employment to lift consumer spending. These doubts are 

justified in light of the tepid wage growth and the higher funding 

costs (the mortgage rate crept up). Retail sales excluding auto 

and gas grew at just 0.2% MoM in January, half of the rate 

markets were expecting. This resulted into a downward 

revision of US growth expectations for the first quarter, as 

markets now only expect 2.7% GDP growth, compared to the 

2.9% figure just before the data release. Tepid retail sales 

growth in the fourth quarter suggests that the consumption 

growth of 4.2% could be revised downward, and consequently 

also GDP growth estimates for the last quarter.   

Although University of Michigan Consumer Confidence 

remained at a relatively high level, it eased by almost 5 points 

in February preliminary estimates. At the same time, the 

current conditions and expectations indices also came off from 

their respective highs. This also creates doubts about any 

future rise in consumption growth.   

Source: Bloomberg 

Job growth to slow down as GDP growth drifts to a normal 

level 

Employment growth is a lagging indicator of economic activity. 

Fourth quarter stellar job growth was due to strong GDP growth 

(averaging 4.8%) in the second and third quarters last year. 

Now that GDP growth is back to a normal level of 2.6% (with 

possibility of a further downward revision) in the fourth quarter 

and an expected 2.7% in the first quarter of 2015, we anticipate 

slower job growth in coming months.   

Source: Bloomberg 

Europe surprises positively 

Not only economic data from the Eurozone, but also political 

developments in Greece and Ukraine were largely positive last 

week. Growth momentum in the Eurozone is picking up slowly, 

but gradually. Fourth quarter GDP growth came in slightly 

better than expected (actual 0.3% vs. expected 0.2%), albeit 

mainly because of strong growth in Germany, whilst growth in 

France and Italy were again largely disappointing. The Greek 

economy shrank in the fourth quarter amidst heightened 

political uncertainty. However, confrontation between the new 

Greek government and its lenders have eased, as the former 

has climbed down its rhetoric and the ECB has increased the 

Emergency Liquidity Assistance limit for Greek banks by 

EUR5.5 bn. The Ukraine troubles also saw some progress with 

a new ceasefire deal coming into effect this weekend, and the 

country getting a USD40 bn IMF package which includes direct 

IMF, EBRD and World Bank funding as well as some bilateral 

credits.   

Convergence across Atlantic – implications for the US rate 

Although it’s too early to conclude with absolute certainty, a 

converging economic outlook across the Atlantic (US growth 

moderating while Eurozone is slowly improving) is good news 

for the sustainability of the global outlook. If growth in Japan 

also rebounds that should be positive for equity markets 

globally. However, the improving outlook in these major 

economies could push US Treasury yields higher as the Fed 

would be more confident about the global economic 

environment. The upcoming FOMC minutes could show how 

much the Fed takes into consideration the global environment 

when deciding about the eventual rate hikes. Having said that, 

moderating growth in the US - together with subdued inflation - 

is likely to keep US sovereign yields capped.    
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Summary market outlook 

Global Yields 

In the aftermath of solid job numbers, US Treasury 10yr yield continued trending up even as other 

economic data disappointed. The improving Eurozone outlook may also have played its part in pushing 

the yield higher. Strong GDP growth in Japan could support yields in the absence of major economic 

data from the US this week. However, the FOMC minutes will also give direction to US sovereign yields. 

Greek yield are likely to ease further as negotiation progresses. Japanese 10yr bond yields have almost 

doubled since late January, a trend that might continue for the moment.        

Stress and Risk 

Indicators 

The VIX index came further down and CDS spreads for Greece, Russia and Ukraine came down 

substantially as political negotiations progressed. As these progresses were achieved towards the 

weekend, it is likely that the CDS spreads of these countries could further decline this week.      

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

Local Equity Markets 
Local equities were largely flat with a positive bias over the last week. As the oil price gains came over 

the weekend, local markets are expected to react positively.       

Global Equity Markets 

A relatively weaker US dollar supported US equities, whilst the improving economic outlook in the 

Eurozone pushed that region’s equities higher. We continue to see Eurozone equity favorably while 

reiterating that the US equities will largely move against the US dollar index. Hawkish FOMC minutes 

could be a sentiment dampener.        

Energy 
As oil price surprised everyone on its way down, it’s surprising everyone now with recent spikes. We 

await volatility to stabilize before providing any view on the direction for the very near term. However, 

we remain of the view that prices will rebound in the medium 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 

As economic outlook improves in the Eurozone, the Euro is getting some support. 

Better than expected GDP data pushed the Euro higher on Thursday and Friday. The 

pair is looking for a level after a sharp drubbing in post ECB QE announcement. 

Hawkish FOMC minutes could start Euro drifting down again.      

R2 - 1.1542 
R1 - 1.1468 
S1 - 1.1295 
S2 - 1.1196 
 

GBPUSD 

GBP gained further strength as the slightly hawkish sounding BoE Governor’s 

statement on inflation report raised the possibility of a rate hike later this year. Central 

Bank’s minutes are scheduled to be released from both sides. These releases are likely 

to exercise impact on the direction of the pair.  

R2 - 1.5563 
R1 - 1.5479 
S1 - 1.5254 
S2 - 1.5113 

USDJPY 

After jumping lower post US job data, the JPY has been trading largely in a range. GDP 

growth data and FOMC minutes are likely to determine some volatility again. Having 

said that, we believe the currency is likely to trade in the 118-120 range.        

R2 – 121.34 
R1 – 120.04 
S1 – 117.89 
S2 – 117.04 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

02/17/2015 NAHB Housing Market Index Feb 58 57 

FOMC minutes will be the most 
important event for the week as it 

could put light on members’ 
discussion on the rate hike. 

02/18/2015 Housing Starts Jan 1070k 1089k 

  02/18/2015 Building Permits Jan 1068k 1058k 

02/18/2015 Core PPI YoY Jan 2.0% 2.1% 

02/18/2015 Industrial Production MoM Jan 0.3% -0.1% 

02/18/2015 FOMC Meeting Minutes Jan 27-28 meeting  

 

Japan 

  Indicators Period Expected Prior Comments 

02/16/2015  GDP Annualized QoQ 4Q 3.7% -1.9% 
Japan is expected to come out of 

a technical recession in the 
aftermath of VAT hike last April. 

02/19/2015 Exports YoY Jan 13.5% 12.9% 

02/19/2015 Imports YoY Jan -4.8% 1.9% 

02/19/2015 All Industry Activity Index MoM Dec -0.2% 0.1% 

 

Euro zone 

  Indicators Period Expected Prior Comments 

02/17/2015 ZEW Survey Expectations Feb NA 45.2 

Eurozone data are expected to 
show a slow improvement.  

02/17/2015 EU27 New Car Registrations Jan NA 4.7% 

02/19/2015 Consumer Confidence Feb P -7.5 -8.5 

02/20/2015 Markit Mfg PMI Feb P 51.5 51.0 

02/20/2015 Markit Services PMI Feb P 53.0 52.7 
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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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