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Wishing all our readers a year full of joy and continued success in 2022! 

2021 – a macro review 

Economic growth has been stronger than expected in 2021. A year ago, the OECD forecast global economic 
growth at 4.2% in 2021, after a 4.2% decline in 2020 (later these estimates were revised up to a 3.4% 
decline). Yet even after a smaller than expected recession in 2020, growth rate estimate for 2021 now 
stands at 5.6%. However, this recovery was uneven across major economies owing to differences in the 
spread of vaccination, extent and characteristics of policy support, behaviour of labour markets, patterns of 
sectoral demand, extent of disruptions to supply chains and shortages of vital resources. Inflation too proved 
more persistent (less transitory) than initially expected. Yet, monetary and fiscal policies across developed 
markets remained easier while those in the emerging markets turned tighter. Within emerging markets, 
China’s policy was not only tighter but also turned restrictive to certain segments. On the health situation 
itself, whilst the year saw more variants of the COVID-19 virus, the appetite for lockdowns remained low. 
Supply side bottlenecks remained persistent and increased in scope through 2021. Still corporates 
managed to retain a good amount of pricing power helping corporate profit margins. This has in turn helped 
global stock markets close 2021 with a double digit gain for the third year in a row. But the bond markets 
registered their worst annual performance since 1999 due to high inflation. 

2022 – a macro preview 

The one macroeconomic aspect that we would be monitoring over the course of next 12 months is the 
evolution of the growth-inflation mix of the global economy and across countries and how this interplays 
with the conduct of the central bank policy. At least over the first half of 2022, the tug of war between slowing 
growth and higher inflation is likely to influence the policy and the direction of financial markets. On the 
economic growth front, we have a good news and a bad news. The good news is that, in absence of any 
exogenous shock, the chance of a global recession during 2022 is relatively low. The bad news is that 
growth rates across the board are likely to moderate over the next few quarters from very strong growth 
rates of the past few quarters. Of course, this moderation will still leave the growth rates at strong levels – 
in some economies above their potential. In aggregate the global economy is moving from the early-cycle 
phase into a mid-cycle environment and arguably this cycle is moving faster than normal. However, market 
participants who believed that most major global economies would rebound from the slump in a lockstep, 
have been disappointed in 2021. This asynchronous journey is likely to continue into 2022. So, the mid-
cycle transition of this faster moving asynchronous cycle creates opportunities and risks for investors over 
the next year. Such transitions are usually associated with higher uncertainty and financial market volatility. 
However, as the cycle matures into a new normal, uncertainties should start to diminish and provide a 
reasonably clear path for financial markets. On inflation, so far in this cycle, it has proved more persistent 
than initially expected thanks to lasting supply side bottlenecks. However, there are reasons to expect that 
inflation rates – which measure year-over-year change in consumer prices – will moderate in Q1 of 2022. 
Yet, the glide path of inflation – especially relative to growth – will be the key trend to watch. The risk here 
is that inflation could stay elevated for longer than expected creating a negative growth-inflation mix. Against 
this backdrop, the biggest risk is a potential policy misstep by the central banks. Here, if the policy tightening 
helps improve the growth-inflation trade-off, it is likely to be appreciated by financial markets. However, 
should the policy tighten too much causing a further slowdown in growth, financial markets could experience 
quite a bit of turbulence. 

Global markets’ performance snapshot 

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

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

S&P 500 4,766 0.9  26.9   ICE Brent USD/bbl 77.8  2.2  50.2  
Dow Jones 36,338 1.1  18.7   WTI USD/bbl 75.2  1.9  55.0  
Nasdaq 15,645 -0.1 21.4   Gold USD/t oz 1,822.4 0.8  -4.0 
DAX** 15,885 0.8  15.8   Silver USD/t oz 23.3 1.6  -11.8 
Nikkei 225** 28,792 0.0  4.9   Platinum USD/t oz 962.0 -0.9 -9.9 
FTSE 100 7,385 0.2  14.3   Copper USD/MT 9,740.6 1.5  25.7  
Sensex 58,254 2.0  22.0   Alluminium 2,806.0 -1.2 42.2  

Hang Seng 23,398 0.8  -14.1  Currencies* 

Regional Markets (Sunday to Thursday)**  EUR USD 1.14 0.5  -6.9 

ADX 8,488 1.1  68.2   GBP USD 1.35 1.1  -1.1 
DFM 3,196 1.2  28.3   USD JPY 115.10 0.6  11.5  
Tadawul 11,282 1.0  29.8   USD CHF 0.91 -0.8 3.1  

DSM 11,626 -0.2 11.4   Rates* Latest Weekly (bp) YTD (bp) 

MSM30 4,130 0.2  12.9   USD Libor 3m 0.21 -0.9 -2.9 
BHSE 1,797 0.6  20.6   USD Libor 12m 0.58 1.6  24.1  
KWSE 7,043 0.3  27.0   UAE Eibor 3m 0.36 -4.9 -14.8 

MSCI*  UAE Eibor 12m 0.74 -10.0 8.6  

MSCI World 3,232 0.8  20.1   US 3m Bills 0.06 -2.0 -3.0 
MSCI EM 1,232 0.9  -4.6  US 10yr Treasury 1.50 1.7  58.7  

Notes: *Data as of December 31 2021; **Data as of December 30 2021
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

UST yields remained steady during the last week of 2021 in absence of major data releases and events. Yields 
on 10Y German bunds increased while the yields on UK gilts were volatile through the week. Yields on 10Y JGBs 
rose marginally as increases in COVID-19 cases remained lower compared to the fifth wave. Overall, we 
recommend a lower duration stance (5Y USTs) in anticipation of interest rate volatility in the near term. 

Stress and Risk 
Indicators 

VIX fell to higher teen levels as risk appetite returned. SKEW index, a measure of tail risks, rose to its highest 
level since September. We think the VIX index is unlikely to fall back to the pre-pandemic levels until the virus 
comes fully under control. 

Equity Markets  

Local Equity  
Markets 

Through 2021, GCC equities managed to outperform global equities quite significantly. However, this was in a 
large part a catch-up of the performance from previous years. Regional markets benefitted from rising oil prices, 
reopening, and capital market reforms. Within the region, Abu Dhabi equities led and Saudi, Dubai and Kuwait 
followed. Qatari equities rose c11% through the year but underperformed their regional peers. We stay 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 

markets. 

Global Equity  
Markets 

Global equities ended the year 2021 19% higher. Last week of the year saw Europe, EM LatAm, Canada, UK, 
APac ex Japan outperform. Sector wise, real estate, utilities, materials, and consumer staples outperformed while 
communication services, IT, and consumer discretionary underperformed. Last week also saw value, small caps, 
and dividend yielders outperform the market. From a strategy view point, we are moderately overweight US, UK, 
and Asia Pacific; underweight Eurozone and EMs outside Asia. By sector we prefer industrials, IT, and 
communication services. 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. Yet, 
in the very near-term, as the new wave of COVID-19 fear subsides, we see opportunities in cyclicals, value, small 
caps, and re-opening sectors. 

Technology  
Segments 

2021 saw a massive divergence between the technology segments in the US and those in China. Nasdaq-100 
index rose c27% during the year while the HK tech index fell c33%. Increased regulatory tightening and the fears 
of delisting of Chinese technology shares from US exchanges impacted the segment negatively. 

Commodities  

Precious Metals 
Precious metal prices fell during 2021. Gold prices fell c4% while silver and platinum prices fell 12% and 10% 
respectively. We keep our overweight in gold as a hedge against potential risks on the horizon. 

Energy 
Oil prices recovered sharply through 2021 – prices of both the Brent and the WTI benchmarks rose more than 
50% during that year. Overall, over the medium-term we believe that oil prices will remain sustained as the market 

balances into the new normal. 

Industrial Metals 
Supply-side bottlenecks and demand for green infrastructure pushed prices of industrial metals higher. Another 
commodity super-cycle is difficult, yet demand for commodities linked to “green infrastructure” is likely to sustain. 

 Currencies  

EURUSD 
EUR rose against the USD in the last week of 2021 but ended the year c7% lower against the greenback. 
Increased restrictions will be clear negative for EUR; risk-off sentiment and dovish ECB are moderately negative. 

Critical levels 
    

GBPUSD 
Cable strengthened as risk appetite returned. GBP hit its highest versus Euro since February 2020. We expect 
the GBP to be driven by how the BoE policy evolves over the near-term and to decouple from the EUR. 

Critical levels 
    

USDJPY 
Widening rate differentials between the US and Japan pushed the USDJPY higher through 2021 – USD rose 
c11% versus JPY. Over the medium-term, BoJ’s yield curve targeting should put downward pressure on JPY. 

Critical levels 
    

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

S2 1.1114 S1 1.1242 R1 1.1442 R2 1.1514 

S2 1.3028 S1 1.3280 R1 1.3667 R2 1.3802 

S2 111.39 S1 113.23 R1 116.22 R2 117.37 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

01/03/22 Markit US Manufacturing PMI Dec F 57.7 57.8 
A busy start to the year with a lot of 

data releases this week. PMIs 
(Markit and ISM) are the indicators 
of growth momentum. ISM indices 

for both manufacturing and 
services are expected to point a 

moderating growth and also in part 
reflect the Omicron related 
uncertainty and drag on the 

business activity. Employment data 
will be the highlight for this week. 

Market consensus expects a 
further strengthening of the job 
market. Nonfarm payrolls are 

expected to increase with 
unemployment rate falling further 

and labour force participation 
increasing. However, average 

hourly earnings growth is expected 
to slow but remain elevated.  

01/04/22 ISM Manufacturing Dec 60.2 61.1 

01/04/22 JOLTS Job Openings Nov -- 11,033k 

01/05/22 MBA Mortgage Applications 31-Dec -- -0.60% 

01/05/22 ADP Employment Change Dec 360k 534k 

01/05/22 Markit US Services PMI Dec F 57.5 57.5 

01/05/22 FOMC Meeting Minutes 15-Dec -- -- 

01/06/22 Trade Balance Nov -$74.7b -$67.1b 

01/06/22 Initial Jobless Claims 1-Jan 199k 198k 

01/06/22 Continuing Claims 25-Dec 1,715k 1,716k 

01/06/22 Factory Orders Nov 1.50% 1.00% 

01/06/22 ISM Services Index Dec 67.0 69.1 

01/06/22 Durable Goods Orders Nov F -- 2.50% 

01/07/22 Change in Nonfarm Payrolls Dec 400k 210k 

01/07/22 Unemployment Rate Dec 4.10% 4.20% 

01/07/22 Average Hourly Earnings YoY Dec 4.20% 4.80% 

01/07/22 Labor Force Participation Rate Dec 61.90% 61.80% 

Japan  

  Indicator Period Expected Prior Comments 

01/04/22 Jibun Bank Japan PMI Mfg Dec F -- -- Manufacturing and services sector 
PMIs will be closely watched. 

Especially the services sector PMI 
will be worth watching to assess if 

the growth in that segment can 
stick. Inflation is expected to have 

edged higher in December. 

01/05/22 Monetary Base YoY Dec -- 9.30% 

01/05/22 Vehicle Sales YoY Dec -- -13.40% 

01/05/22 Consumer Confidence Index Dec 41.0 39.2 

01/06/22 Jibun Bank Japan PMI Services Dec F -- 51.1 

01/07/22 Tokyo CPI YoY Dec 0.70% 0.50% 

Eurozone   

  Indicator Period Expected Prior Comments 

01/03/22 Markit Eurozone Manuf. PMI Dec F 58.0 58.0 
Final prints of manufacturing and 
services PMIs for December are 
expected to remain unchanged 
from the preliminary releases. 

On inflation, CPI growth is expected 
to have slowed marginally during 

December in Germany.  

On the economic activity side, 
industrial production in Germany 
and France, and retail sales in 

Eurozone are important to monitor. 

In terms of the soft data, confidence 
measures of the consumer, 

economic, industrial, and services 
segments will likely help with more 

information on future direction. 

01/05/22 Markit Eurozone Services PMI Dec F 53.3 53.3 

01/06/22 Germany Factory Orders YoY Nov -1.10% -1.00% 

01/06/22 Eurozone PPI YoY Nov 22.80% 21.90% 

01/06/22 Germany CPI YoY Dec P 5.10% 5.20% 

01/07/22 Germany IP WDA YoY Nov -0.80% -0.60% 

01/07/22 France Industrial Production YoY Nov 0.60% -0.50% 

01/07/22 Eurozone Retail Sales YoY Nov 5.60% 1.40% 

01/07/22 Eurozone CPI MoM Dec P 0.30% 0.40% 

01/07/22 Eurozone Consumer Confidence Dec F -- -8.3 

01/07/22 Eurozone Economic Confidence Dec 116.2 117.5 

01/07/22 Eurozone Industrial Confidence Dec 13.9 14.1 

01/07/22 Eurozone Services Confidence Dec 16.6 18.4 
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United Kingdom   

  Indicator Period Expected Prior Comments 

01/04/22 Mortgage Approvals Nov 66.0k 67.2k 
Final prints of manufacturing and 
services PMIs for December are 
expected to remain unchanged 
from the preliminary releases. 

01/04/22 Markit UK PMI Manufacturing SA Dec F 57.6 57.6 

01/06/22 New Car Registrations YoY Dec -- 1.70% 

01/06/22 Markit/CIPS UK Services PMI Dec F 53.2 53.2 

China and India   

  

  Indicator Period Expected Prior Comments 

01/03/22 Markit India PMI Mfg Dec -- 57.6 
In both India and China, the PMI 
data will be watched closely. In 

China markets do not expect major 
movements in the PMI indices. 

01/04/22 Caixin China PMI Mfg Dec 50.0 49.9 

01/05/22 Markit India PMI Services Dec -- 58.1 

01/06/22 Caixin China PMI Services Dec 51.9 52.1 

01/07/22 China Foreign Reserves Dec -- $3222.4b 
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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. 


