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Markets focus on US fiscal “whatever it takes” 

A quick look at the VIX Index, a good gauge for nervousness in equity markets, tells us that the disruption 
caused by the Reddit – Robin Hood – Gamestop saga is behind us. In fact, after the sharp recovery of the 
prior week, equity markets registered last week more steady gains, ending at new all-time highs. And, yes, 
the VIX Index came further down. This is not to say that more technology-driven retail participation is out of 
the picture. On the contrary, more retail participation is here to stay, but – unlike some observers – we don’t 
think that will necessarily be a bad thing, nor do we think that more retail participation is necessarily going 
to be the nail on the coffin of the current bull market. Volatility, of course, is here to stay too, as developed 
markets – and in particular the United States – navigate through unprecedented fiscal waters. Also, 
increased retail participation is not the only transformational source of uncertainty driven by technological 
change. The decision by Tesla – or better by its unconventional boss Elon Musk – to buy 1.5 billion USD in 
bitcoin, and to accept the cryptocurrency as a means of payment for its cars, will inevitably make the 
valuation of the electric car maker even more complex than it already is. This, however, was brushed off by 
the markets, which instead focused on the definitely more mundane and traditional concerns of fiscal policy 
and employment growth. The US government seems bent on doing a “whatever it takes” to restore full 
employment. For the markets right now this means more growth and a bigger risk of inflation. They acted 
accordingly, i.e. not only with stocks going up but also with US Treasury yields reaching new post-crisis 
highs, and the US dollar coming under pressure again.  Energy and  commodities rallied. Gold was just 
steady, adding fuel to some theories that it is being “disrupted” by the “new” gold, i.e. bitcoin. Within the 
equity space, EMs outperformed DMs. Sector wise, energy, IT, communication services, and materials 
outperformed the most. The  MSCI GCC index outperformed both MSCI EM and MSCI ACWI indices thanks 
to strong performance from Saudi equities. 

Bad news is good news 

The US labor market remains in a bad state. That is bad news. Or is it good news? It definitely is not good 
news for the many US citizens who find themselves without job. However, the fact that new jobless claims 
rose last week, as well as the drop in the consumer sentiment, only makes it easier for the new Treasury 
Secretary Janet Yellen to insist that the 1.9 trillion US dollar stimulus package must pass, reiterating her 
view that the biggest risk for the US economy is the US government doing too little, rather than too much. 
As we argued last week, 2021 inflation expectations are by now excessive, and some disappointment is 
likely to cool down the bond market. But this is not the key point. The key point is that massive stimulus will 
be enforced because of the continuing bad news. As such bad news is good news for the simple reason 
that growth – and not just inflation – will remain strong through 2021. When higher yields come together 
with higher growth they are not detrimental to equity markets, and risk markets in general. Higher yields will 
start damaging risk assets only when they materialize in a context of less growth. For now, bad data on US 
employment will only force the hand of those – like Mrs. Yellen -  who advocate a fiscal “whatever it takes”. 
The massive stimulus that comes with it, will inevitably lift growth. Thus bad news is good news for investors. 

Global markets’ performance snapshot

 

Luciano Jannelli, Ph.D., CFA 

Head Investment Strategy 

Tel: +971 (0)2 696 2340 

luciano.jannelli@adcb.com 

 

Kishore Muktinutalapati 

Equity Strategist 

Tel: +971 (0)2 696 2358 

kishore.muktinutalapati@adcb.com 
 
Prerana Seth 

Fixed Income Strategist 

Tel: +971 (0)2 696 2878 

prerana.seth@adcb.com 

 

Mohammed Al Hemeiri 
Analyst 
Tel: +971 (0)2 696 2236 
mohammed.alhemeiri@adcb.com 
 
Visit Investment Strategy Webpage  
to read our other reports 

mailto:luciano.jannelli@adcb.com
mailto:kishore.muktinutalapati@adcb.com
mailto:prerana.seth@adcb.com
mailto:mohammed.alhemeiri@adcb.com
https://adcbam.com/en/insights/investmentstrategy.aspx


 

 

The Weekly Market View 
February 14 2021 

investmentstrategy@adcb.com 2 

 

Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

UST yields rose to new post-crisis highs on expectations that continuing fiscal stimulus will further increase 
inflation and the Federal Reserve is likely to allow for some overshooting. We maintain our overweight stance 
on long-dated USTs as higher growth will not in 2021 undo all the slack in the US economy, and in fact the 
Fed's status quo on monetary policy will prevent yields to further significantly rise from current levels. 

Stress and Risk 
Indicators 

The VIX continued its steady slide down from the end of January peak caused by the retail frenzy market 
disruption. Volatility is here to stay, not only as a function of the unprecedented fiscal policy regimes, but also 
because technology will continue to drive disruption in the companies listed on the exchanges, as well as in 
the markets themselves.  

Equity Markets  

Local Equity  
Markets 

Over the past week, MSCI GCC index outperformed both MSCI EM and MSCI ACWI indices thanks to strong 
performance from Saudi equities. We remain neutral GCC equities within our global equity framework. Stable 
to higher oil prices, potential for revival in growth and recent underperformance are all balanced by lack of 
structural growth plays in the equity market. 

Global Equity  
Markets 

Equity markets registered gains for the second consecutive week and ended at new all-time highs. EMs 
outperformed DMs. Sector wise, energy, IT, communication services, and materials outperformed the most. 
We are constructive on the outlook over the 12-month horizon and see pull backs in equity markets as potential 
opportunities to reposition into the asset class. 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 
With the exception of platiunum – driven by the expectation of more industrial growth - precious metals did not 
move meaningfully. We remain overweight gold as a risk hedge against ongoing political risks. 

Energy 
Like platinum, oil prices were also driven by improved growth expectations. Overall, we believe that oil prices 
are likely to remain sustained as the market is roughly balanced. 

Industrial Metals 
Improved growth expectation also determined a nice rally in industrial metals.  We do not recommend industrial 
metals exposure as China structurally reigns in demand. 

 Currencies  

EURUSD 
EUR strengthened against the USD in line with increased global growth expectations. We expect the euro to 
remain stable. 

Critical levels 
    

GBPUSD 
Cable moved in line with the EUR, and did in fact marginally better, perhaps also because the UK vaccination 
campaign remains on track. We expect Cable to be stable and Pound sterling likely to follow the ro rather than 
USD. 

Critical levels 
    

USDJPY 
JPY appreciated mildly against the USD, and in spite of emerging markets’ strength. 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 1.2059 S1 1.2090 R1 1.2143 R2 1.2165 

S2 1.3743 S1 1.3796 R1 1.3882 R2 1.3915 

S2 104.51 S1 104.73 R1 105.17 R2 105.39 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

02/16/21 Empire Manufacturing Feb 6.0 3.5 

Focus will be on FOMC Meetings 
Minutes 

02/17/21 MBA Mortgage Applications 12-Feb -- -4.10% 

02/17/21 PPI Final Demand MoM Jan 0.40% 0.30% 

02/17/21 Retail Sales Advance MoM Jan 1.00% -0.70% 

02/17/21 Industrial Production MoM Jan 0.40% 1.60% 

02/17/21 FOMC Meeting Minutes 27-Jan -- -- 

02/18/21 Housing Starts Jan 1,658k 1,669k 

02/18/21 Initial Jobless Claims 13-Feb 773k 793k 

02/18/21 Philadelphia Fed Business Outlook Feb 20.0 26.5 

02/19/21 Markit US Manufacturing PMI Feb P 58.5 59.2 

02/19/21 Markit US Services PMI Feb P 58.0 58.3 

02/19/21 Existing Home Sales Jan 6.61m 6.76m 

Japan  

  Indicator Period Expected Prior Comments 

02/15/21 GDP SA QoQ 4Q P 2.40% 5.30% 

Focus will be on PMI data 

02/15/21 Industrial Production MoM Dec F -- -1.60% 

02/17/21 Exports YoY Jan 6.60% 2.00% 

02/17/21 Imports YoY Jan -5.00% -11.60% 

02/17/21 Core Machine Orders MoM Dec -6.10% 1.50% 

02/19/21 Natl CPI YoY Jan -0.70% -1.20% 

02/19/21 Jibun Bank Japan PMI Mfg Feb P -- 49.8 

02/19/21 Jibun Bank Japan PMI Services Feb P -- 46.1 

Eurozone   

  Indicator Period Expected Prior Comments 

02/15/21 Industrial Production SA MoM Dec -0.80% 2.50% 

Focus will be on PMI data 

02/16/21 Employment YoY 4Q P -- -2.30% 

02/16/21 GDP SA QoQ 4Q P -0.70% -0.70% 

02/16/21 ZEW Survey Expectations Feb -- 58.3 

02/17/21 EU27 New Car Registrations Jan -- -3.30% 

02/18/21 Consumer Confidence Feb A -15.0 -15.5 

02/19/21 Markit Eurozone Manuf. PMI Feb P 54.3 54.8 

02/19/21 Markit Eurozone Services PMI Feb P 45.8 45.4 

United Kingdom    

  Indicator Period Expected Prior Comments 

02/15/21 Rightmove House Prices MoM Feb -- -0.90% 

Focus will be on PMI data 

02/17/21 CPI YoY Jan 0.50% 0.60% 

02/19/21 GfK Consumer Confidence Feb -27 -28 

02/19/21 Retail Sales Inc Auto Fuel MoM Jan -2.70% 0.30% 

02/19/21 Markit UK PMI Manufacturing SA Feb P 53.1 54.1 

02/19/21 Markit/CIPS UK Services PMI Feb P 42.0 39.5 

China and India   

  

  Indicator Period Expected Prior Comments 

02/10-02/18/21 CN 1Y Medium-Term Lending Facility Rate 15-Feb -- 2.95% 

No market moving data out of China 
and India 

02/15/21 IN Wholesale Prices YoY Jan 1.10% 1.22% 

02/15/21 IN Exports YoY Jan -- 0.10% 

02/15/21 IN Imports YoY Jan -- 7.60% 
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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 
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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. 


