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Spring fever 

The holiday shortened week was filled with optimism, as investors focused on positive economic signals. A 

string of upbeat economic data, earnings optimism and Biden’s new fiscal stimulus through the infrastructure 

plan boosted the market sentiment. In key economic releases, consumer confidence jumped to the highest 

level since 2019 and the ISM Manufacturing index surged to the highest level since the early 1980s. Labour 

market data was subdued with weekly jobless claims higher than expected and disappointing private sector 

employment report. However, March non-farm payrolls released on Friday when market were closed, 

surprised on the upside. The main highlight last week was President Joe Biden unveiling the new 

USD2.25trn infrastructure plan focused on spending on infrastructure, manufacturing, research and 

development and clean energy. In the US, the S&P 500 and the Dow Jones rose to new record highs but 

NASDAQ was the clear winner. Within DM, Germany, US and Canada outperformed while UK and Japan 

underperformed the most. In fixed income, US Treasury yields retreated on Thursday, on the back of 

disappointing private payroll data, but jumped to 1.72% on Friday post the release of March non-farm payroll 

data. US IG and US HY bonds also recorded gains in the wake of Biden’s new fiscal stimulus plan. In 

Europe, core bond yields tracked the rise in UST yields but declined in the latter half of week on lockdown 

concerns. The US dollar was mostly flat, strengthening against the yen. In commodities, oil prices recorded 

gains after the OPEC decided to gradually increase the output.  

Cyclical upswing and low duration  

Long-term US Treasuries had one of the most volatile quarters, amidst the reflation prospects. While the 

pricing of cyclical upswing is justified, it is difficult to say the same for inflation risk which could be 

temporary. Fed’s reassurances on temporary rise in inflation have so far failed to calm the long-term 

yields. Also, Fed is allowing an orderly rise in yields, meaning that markets will continue to test the cap, 

especially with the incoming inflation data from April likely to be higher due to base effects. The speed of 

recovery that we are likely to see this year (unlike previous business cycles) indicates there is scope for 

the UST yield curve to steepen further. With days of low bond volatility behind us, we have recommended 

to reduce duration to the intermediate term US Treasuries (short duration compared to the benchmark) 

(Fixed Income Strategy- Reducing duration on US Treasuries). In US credit, HY bonds have benefitted 

from the low duration characteristics. But spreads are now too tight, especially in low-rated CCC category 

to cushion against any major spike in interest rate volatility. We remain underweight on US HY and neutral 

on US IG with selective preference for BBB and BB bonds. In emerging market, we continue to see value 

in Asia credit with preference for Asia IG bonds. In equities, we have hedged our overweight in high-

duration US equities with overweight in the UK and beta-normalisation trades which are low-duration (see 

Global Equity Outlook 2021: The unabnormal, January 19 2021). 

Global markets’ performance snapshot

Index Snapshot (World Indices)  Global Commodities, Currencies and Rates 

Index Latest Weekly % YTD %  Commodity Latest Weekly % YTD % 

S&P 500 4,020 1.1  7.0   ICE Brent USD/bbl 64.9 0.4  25.2  

Dow Jones 33,153 0.2  8.3   Nymex WTI USD/bbl 61.5 0.8  26.6  

Nasdaq 13,480 2.6  4.6   Gold USD/t oz 1,729.3 -0.2 -8.9 

DAX 15,107 2.4  10.1   Silver USD/t oz 25.0 -0.4 -5.3 

Nikkei 225 29,389 0.7  8.8   Platinum USD/t oz 1,213.3 2.1  13.1  

FTSE 100 6,737 0.0  4.3   Copper USD/MT 8,768.0 -1.8 13.3  

Sensex 50,030 2.1  4.8   Alluminium 2,209.3 -3.3 11.6  

Hang Seng 28,939 2.1  6.3   Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.18 -0.1 -3.7 

ADX 5,942 3.8  17.8   GBP USD 1.38 0.3  1.2  

DFM 2,558 2.5  2.6   USD JPY 110.62 0.9  -6.7 

Tadawul 9,896 5.1  13.9   CHF USD 0.94 0.3  -6.1 

DSM 10,457 2.8  0.2   Rates 

MSM30 3,667 -0.3 0.2   USD Libor 3m 0.20 0.4  -16.2 

BHSE 1,455 -0.6 -2.3  USD Libor 12m 0.28 -0.1 -18.0 

KWSE 5,812 0.7  4.8   UAE Eibor 3m 0.31 -20.8 -39.3 

MSCI  UAE Eibor 12m 0.51 -24.8 -22.5 

MSCI World 2,840 0.9  5.6   US 3m Bills 0.01 -16.7 -78.2 

MSCI EM 1,335 2.1  3.6   US 10yr Treasury 1.67 -0.4 88.5  
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

10yr USTs retreated below 1.7% on Thursday but rose on Friday post the upbeat March non-farm payroll data. 
US credit, particularly US HY performed well, on the back of Biden’s new infrastructure plan. In Europe, core 
bond yields rose in the first half of the week, but stabilized in the second half on concerns of slow vaccine roll-
out and extension of restrictions. We recommend reducing duration on US Treasuries with likelihood of long-

term UST yields to remain volatile amidst the market and Fed disconnect.  

Stress and Risk 
Indicators 

The VIX index remained below the 20 level, the lowest level since February 2020. Whilst we are unlikely to 
see the VIX index reach highs it scaled about a year ago, we think it will not fall back to the pre-pandemic 
levels of mid-teens before the virus comes fully under control. 

Equity Markets  

Local Equity  
Markets 

GCC equities outperformed broader equity indices – thanks to strong performance from Saudi, Qatar and 
UAE. Strong performance from Saudi equities was triggered by the private investment push of the Kingdom. 
In UAE, positive sentiment surrounding the joint venture between Sinopharm and Abu Dhabi-based G42 for 
production of vaccines helped too. We remain neutral GCC equities within our global equity framework. Stable 
to higher oil prices, potential for revival in growth and scope for reversing the underperformance of 2020 are 

all balanced by lack of structural growth plays in the equity market. 

Global Equity  
Markets 

Equity markets returned c1% during the week. EMs outperformed DMs. Within EM, both Asia and EMEA 
performed strongly. China, Taiwan, India and South Korea outperformed. Within DMs, Germany, US and 
Canada outperformed; UK and Japan underperformed the most. Sector wise, IT and communication services 
were the best performers while consumer staples and energy underperformed. Our equity strategy is to 
overweight US and UK, and underweight Eurozone and EM outside Asia. We are neutral Asia and prefer 
structural growth opportunities there. By sector we prefer IT and communication services as long-term plays 
and energy as a cyclical play. We have also identified industry level opportunities to play the vaccine 
availability in the medium-term. Our strategic preference is for large cap non-cyclical growth with focus on 
quality. ‘Build back better’ themes including green recovery, digitalization and health care innovation are likely 
to do well. 

Commodities  

Precious Metals 
Gold prices ended the week unchanged. We remain overweight gold as a hedge against potential risks on the 
horizon. 

Energy 
Oil prices registered marginal gains as the OPEC agreed to increase production only gradually. Overall, we 
believe that oil prices are likely to remain sustained as the market is roughly balanced. 

Industrial Metals 
Industrial metals added to their weekly loss, despite lack of significant dollar strength. We do not recommend 
industrial metals exposure over the long run as China structurally reigns in demand. 

 Currencies  

EURUSD 
The euro ended the week almost unchanged, though stronger dollar bias remained. We expect movements 
in major currencies to be influenced by how the re-opening of the economies unfolds. 

Critical levels 
    

GBPUSD 
The pound sterling slightly gained against the dollar. We expect the cable to be driven by how the “re-opening” 
plays out over the near-term and therefore to some extent further decouple from the EUR. 

Critical levels 
    

USDJPY 
The yen weakened against the dollar amidst the risk-on sentiment. As such, we believe that BoJ yield curve 
targeting should put continuing downward pressure on the yen. 

Critical levels 
    

Note: R2, R1, S2 and S1 refer to Bloomberg calculated weekly technical resistance and support levels. 

S2 1.1363 S1 1.1561 R1 1.21 R2 1.2441 

S2 1.3346 S1 1.3589 R1 1.4156 R2 1.448 

S2 102.81 S1 106.75 R1 112.8 R2 114.91 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

04/05/21 Markit US Services PMI Mar-F 60.2 60 

Focus will be on the Fed minutes of 
the 17- March meeting which could 

throw light on the growing 
confidence amongst the FOMC 

members. Weekly claims will also 
be important after last week’s 

disappointing data. 

04/05/21 Markit US Composite PMI Mar F -- 59.1 

04/05/21 ISM Services Index Mar 59 55.3 

04/05/21 Durable Goods Orders Feb F -1.1% -1.1% 

04/07/21 FOMC Meeting Minutes 17-Mar   

04/08/21 Initial Jobless Claims 3-Apr 690k 719k 

04/08/21 Continuing Claims 27-Mar 3,650k 3,794k 

04/09/21 PPI Final Demand YoY Mar 3.80% 2.80% 

04/09/21 PPI Ex Food and Energy YoY Mar 2.70% 2.50% 

Japan  

  Indicator Period Expected Prior Comments 

04/05/21 Jibun Bank Japan PMI Services Mar F -- 46.5 
Final print of PMI services and 
composite will be important this 

week. 

04/05/21 Jibun Bank Japan PMI Composite Mar F -- 48.3 

04/07/21 Leading Index CI Feb P 99.7 98.5 

04/07/21 Coincident Index Feb P 89 90.3 

Eurozone   

  Indicator Period Expected Prior Comments 

04/06/21 Unemployment Rate Feb 8.10% 8.10% 
Final print of Services PMI to show 

continued contraction in March. 
Meanwhile PPI to rise on yoy basis, 
but likely to decline on mom basis.  

04/07/21 Markit Eurozone Services PMI Mar F 48.8 48.8 

04/07/21 Markit Eurozone Composite PMI Mar F 52.5 52.5 

04/08/21 PPI YoY Feb 1.30% 0.00% 

United Kingdom    

  Indicator Period Expected Prior Comments 

04/07/21 Markit/CIPS UK Services PMI Mar F 56.8 56.8 
PMI release will be closely watched. 

04/07/21 Markit/CIPS UK Composite PMI Mar F 56.6 56.6 

China and India   

  

  Indicator Period Expected Prior Comments 

04/05/21 Markit India PMI Mfg (IN) Mar -- 57.5 

In China, focus will be on Caixin PMI 
which is expected to show 

improvement in services. In India, 
RBI is scheduled to meet and 
expected to keep interest rate 

unchanged. 

04/06/21 Caixin China PMI Composite (CH) Mar -- 51.7 

04/06/21 Caixin China PMI Services (CH) Mar 52.1 51.5 

04/07/21 RBI MPC meeting (IN) 7-Apr No change  

04/09/21 CPI YoY (CH) Mar 0.30% -0.20% 

This week Aggregate Financing CNY (CH) Mar 3751bn 1712bn 

This week New Yuan Loans CNY(CH) Mar 2258bn 1359bn 
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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. RTT News 

4. Reuters 

5. Gulfbase 

6. Zawya 

 

Disclaimer  

ADCB Asset Management Limited (“AAML”), is a member of ADCB Group, licensed by Financial Services Regulatory Authority in Abu 

Dhabi Global Markets under financial services permission number 170036. 

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 ADCB Group to enter into any transaction.  

The content of this publication should not be considered as 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. Investment products are not available to US persons. 

Information and opinions contained herein is are based on various sources, including but not limited to public information, annual reports 

and statistical data that AAML considers accurate and reliable. However, AAML 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 customers who are either retail or professional investors. 

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. AAML expressly disclaims any obligation to update or revise any forward looking statement to reflect new information, events 

or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.  

ADCB Group 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 foregoing services 

may at time give rise to a conflict of interest that could affect the objectivity of this publication. Opinions expressed herein may differ 

from opinions expressed by other businesses or affiliates of ADCB Group.  

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB 

Group. They are subject to investment risk, including possible of loss of principal amount invested. This publication may not be 

reproduced or circulated without ADCB Group written authority. The manner of circulation and distribution may be restricted by law or 

regulation in certain jurisdictions. Persons who come into possession of this document are required to inform themselves of, and to 

observe such restrictions. Any unauthorized use, duplication, or disclosure of this document is prohibited by law and may result in 

prosecution. 


