
 

 

The Weekly Market View 
January 24 2022 

investmentstrategy@adcb.com 1 

 

Between a rock and a hard place… 

Financial markets started the year in a volatile mode. On the year-to-date basis as of January 21, equity 
markets posted a loss of 6%, sovereign bonds lost 1% of their value while corporate bonds lost c2%. 
Commodities in aggregate rose 6%. However, these performance trends came against a backdrop of 
increased volatility. Especially last week, global equities suffered their biggest declines in more than a year 
with the US stocks logging their biggest weekly percentage drop since the onset of the pandemic in March 
2020. There were two key drivers of recent market performances. On the one hand, concerns about a 
potentially hawkish Fed caused a sharp rise in real rates. Markets perhaps got aggressive with pricing in 
not only rate hikes but also balance sheet reduction by the Fed. Further, market pricing for a 50bps hike in 
March increased too. Fed silence (FOMC blackout) did not help. On the other hand, data disappointments 
in the US (including Empire manufacturing index for January and initial jobless claims for the week of 15 
January) led to concerns about growth. With the Q4 2021 earnings season in progress, disappointing 
guidance from some corporates increased concerns about growth too. This has caused a sharp derating in 
equities but also raised concerns about broader weakness in the economy. Markets struggled to price this 
hawkish monetary policy at a time when growth disappointments surfaced. This induced volatility into the 
US treasury yield curve which then also translated into volatility in other financial assets. 

…but that is not our base case 

This macro setting for financial markets in line with our expectations for the year – which by the way we 
described in our 2022 outlook report – that the key macro influence on financial markets will be the interplay 
between the evolution of the growth-inflation mix and the corresponding policy response. Taking this into 
account, we laid out a base case scenario and a downside risk scenario when we discussed our 2022 
outlook. Our base case macro scenario implied a rather stable outlook for financial markets in absence of 
any major external shock. Our downside risk scenario meant headwinds for most financial market assets. 
This latter scenario entailed the central bank policy turning inappropriate to the growth-inflation mix. Any 
tangible rise in real rates from the extremely negative levels was quoted as the risk here. In one way we 
could say that the year-to-date performance trends reflect partial realization of our downside risk scenario. 
Looking ahead, in our view markets are likely to fluctuate between our base case scenario and our downside 
risk scenarios over the course of the year. Ranging from fixed income assets to equities, volatility is likely 
to stay elevated throughout. Yet, we still think markets are likely to spend most of their time this year in the 
base case scenario that we described. Clarity from the US Federal reserve on their policy outlook which we 
could get next week in their FOMC meeting should help improve the risk pricing on the rates front. Also, 
with the earnings season in progress any strong earnings reports are likely to improve the mood associated 
with growth outlook. As such, in absence of a recession over the next 12 months, we believe that equity 
drawdowns this year are likely to remain buyable. Risk assets, especially equities are likely to get some 
technical support in the near-term. Still weaker positioning into equities, relatively high bearish sentiment 
reflected in the American Association of Individual Investors (AAII) survey, a sharp rise in the put call volume 
ratio in the recent weeks – all point to a good amount of negativity already priced in. This could prompt the 
sentiment to turn positive fairly quickly if the Fed provides more clarity and positive earnings surprises come 
through. For equity investment opportunities, the laggards of last year are worth watching. This would 
include Asian markets by geography, consumer staples and healthcare by sector, clean energy, education 
technology and health care technology by theme. However, in the near-term as concerns of the Omicron 
variant subside, sectors like airlines, hospitality, and consumer services could outperform quite strongly. 

Global markets’ performance snapshot* 

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

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

S&P 500 4,398 -5.7 -7.7  Brent USD/bbl 87.9 2.1  13.0  
Dow Jones 34,265 -4.6 -5.7  WTI USD/bbl 85.1 1.6  13.2  
Nasdaq 13,769 -7.6 -12.0  Gold USD/t oz 1,835.4 1.0  0.3  
DAX 15,604 -1.8 -1.8  Silver USD/t oz 24.3 5.8  4.2  
Nikkei 225 27,522 -2.1 -4.4  Platinum USD/t oz 1,033.5 6.1  6.7  
FTSE 100 7,494 -0.6 1.5   Copper USD/MT 9,970.0 0.7  2.9  
Sensex 59,037 -3.6 1.3   Alluminium 3,052.8 2.6  8.9  

Hang Seng 24,966 2.4  6.7   Currencies 

Regional Markets  EUR USD 1.13 -0.6 -0.2 

ADX 8,706 3.3  2.6   GBP USD 1.36 -0.9 0.2  
DFM 3,210 0.3  0.4   USD JPY 113.68 -0.4 -1.2 
Tadawul** 12,291 1.8  8.9   USD CHF 0.91 -0.3 -0.2 

DSM** 12,512 1.6  7.6   Rates Latest Weekly (bp) YTD (bp) 

MSM30** 4,236 -0.7 2.6   USD Libor 3m 0.26 1.8  5.0  
BHSE** 1,813 0.5  0.9   USD Libor 12m 0.80 7.3  21.5  
KWSE** 7,364 -0.3 4.6   UAE Eibor 3m 0.41 1.6  4.9  

MSCI  UAE Eibor 12m 0.87 7.3  13.1  

MSCI World 3,025 -4.7 -6.4  US 3m Bills 0.16 4.8  12.9  
MSCI EM 1,244 -1.0 1.0   US 10yr Treasury 1.76 -2.6 24.8  

Notes: *Data as of January 21 2022 unless stated otherwise; **Data as of January 20 2022

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 

https://adcbam.com/en/insights/pdfs/Outlook_2022.pdf
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 
January 24 2022 

investmentstrategy@adcb.com 2 

 

Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

The yield on the benchmark 10-year UST note hit 1.90% – its highest level since late 2019 – before falling back 
in response to downside economic surprises. Dovish ECB comments and rise of geopolitical risks in Ukraine 
meant softer core Eurozone bond yields. Peripheral Eurozone bond yields tracked core markets but ended the 
week flat. 30-year high inflation in the UK pushed gilt yields slightly higher. Yields on JGBs fell in response to 
record number of coronavirus infections nationwide. Overall, we recommend a lower duration stance (5Y USTs) 
in anticipation of interest rate volatility in the near term. 

Stress and Risk 
Indicators 

The CBOE VIX index rose sharply last week as risk sentiment waned. 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 

Gulf equity markets remained strong despite rise in geopolitical risks in the region. Higher oil prices and strong 
idiosyncratic bottom-up stories helped broader markets move higher over the past week. Financials sectors was 
strong across the board. We stay neutral GCC equities within our global equity framework. Stable to higher oil 
prices, potential for revival in growth prospects, and scope for reversing the underperformance of the past years 
are all balanced by lack of structural growth plays in the equity markets. 

Global Equity  
Markets 

Global equities suffered their biggest declines in more than a year with the US stocks logging their biggest weekly 
percentage drop since the onset of the pandemic in March 2020. US equity underperformance resulted in DMs 
underperforming EMs. Elsewhere in DMs, UK outperformed the most. Turning to EMs, LatAm and EMEA 
outperformed. Sector wise, utilities and consumer staples outperformed while consumer discretionary and IT 
underperformed. All 11 global sectors posted losses. From a strategy viewpoint, 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 

HK technology index rose c2% over the week while Nasdaq-100 fell c11%. Policy support from China and easing 
regulatory headwinds helped HK tech index. In the US, disappointing corporate guidance on some perceived 
‘bellwether’ companies in the technology space caused sentiment to weaken across the broad. 

Commodities  

Precious Metals 
Gold prices gained on risk aversion in the markets. Silver and platinum prices rose too. We keep our overweight 
in gold as a hedge against potential risks on the horizon. 

Energy 
Oil prices have climbed for the fifth week in a row due to supply concerns. In addition, improving demand outlook 
and rising geopolitical risks helped oil prices further. Overall, over the medium-term we believe that oil prices will 
remain sustained as the market balances into the new normal. 

Industrial Metals 
Industrial metal prices rose last week in line with the action in the broader commodity complex. Another 
commodity super-cycle is difficult, yet demand for commodities linked to “green infrastructure” is likely to sustain. 

 Currencies  

EURUSD 
The EUR fell against the USD on risk aversion. We expect ECB policy divergence to play a major role in the 
performance of the euro. 

Critical levels 
    

GBPUSD 
The cable weakened on rising inflation concerns and broader risk aversion in the markets. 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 
Japanese yen strengthened against the dollar on risk aversion in markets. 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 1.1089 S1 1.1216 R1 1.1477 R2 1.1611 

S2 1.2916 S1 1.3234 R1 1.3810 R2 1.4068 

S2 111.18 S1 112.43 R1 115.64 R2 117.60 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior 

01/24/22 Markit US Manufacturing PMI Jan P 56.7 57.7 

01/24/22 Markit US Services PMI Jan P 54.8 57.6 

01/25/22 FHFA House Price Index MoM Nov 1.10% 1.10% 

01/25/22 Conf. Board Consumer Confidence Jan 111.8 115.8 

01/26/22 MBA Mortgage Applications 21-Jan -- 2.30% 

01/26/22 New Home Sales Dec 765k 744k 

01/26/22 FOMC Rate Decision 26-Jan 0.00%-0.25% 0.00%-0.25% 

01/26/22 Interest on Reserve Balances Rate 27-Jan 0.15% 0.15% 

01/27/22 Initial Jobless Claims 22-Jan 260k 286k 

01/27/22 Continuing Claims 15-Jan 1,650k 1,635k 

01/27/22 Durable Goods Orders Dec P -0.50% 2.60% 

01/27/22 GDP Annualized QoQ 4Q A 5.30% 2.30% 

01/27/22 Personal Consumption 4Q A 2.90% 2.00% 

01/27/22 Pending Home Sales MoM Dec 0.50% -2.20% 

01/28/22 Personal Income Dec 0.50% 0.40% 

01/28/22 Personal Spending Dec -0.60% 0.60% 

01/28/22 PCE Deflator YoY Dec 5.80% 5.70% 

01/28/22 PCE Core Deflator YoY Dec 4.80% 4.70% 

01/28/22 U. of Mich. Sentiment Jan F 68.8 68.8 

Japan  

  Indicator Period Expected Prior 

01/24/22 Jibun Bank Japan PMI Services Jan P -- 52.1 

01/24/22 Jibun Bank Japan PMI Mfg Jan P -- 54.3 

01/25/22 Nationwide Dept Sales YoY Dec -- 8.10% 

01/27/22 Machine Tool Orders YoY Dec F -- 40.50% 

01/28/22 Tokyo CPI YoY Jan 0.50% 0.80% 

Eurozone   

  Indicator Period Expected Prior 

01/24/22 Markit Eurozone Mfg. PMI Jan P 57.5 58.0 

01/24/22 Markit Eurozone Services PMI Jan P 52.0 53.1 

01/25/22 Germany IFO Business Climate Jan 94.5 94.7 

01/26/22 France Consumer Confidence Jan 99 100 

01/27/22 Germany GfK Consumer Conf. Feb -8.0 -6.8 

01/28/22 France GDP QoQ 4Q P 0.50% 3.00% 

01/28/22 Germany GDP SA QoQ 4Q P -0.40% 1.70% 

01/28/22 Eurozone M3 Money Supply YoY Dec 6.80% 7.30% 

01/28/22 Eurozone Economic Confidence Jan 114.5 115.3 

01/28/22 Eurozone Industrial Confidence Jan 15.0 14.9 

01/28/22 Eurozone Services Confidence Jan 9.6 11.2 

01/28/22 Eurozone Consumer Confidence Jan F -- -8.5 

United Kingdom   

  Indicator Period Expected Prior 

01/24/22 Markit/CIPS UK Services PMI Jan P 54.0 53.6 

01/24/22 Markit UK PMI Manufacturing SA Jan P 57.6 57.9 

01/28/22-02/03/22 Nationwide House PX MoM Jan 0.50% 1.00% 

China and India   

  

  Indicator Period Expected Prior 

01/27/22 China Industrial Profits YoY Dec -- 9.00% 

01/30/22 Mainland China Manufacturing PMI Jan 49.7 50.3 

01/30/22 Mainland China Non-manufacturing PMI Jan 49.8 52.7 

01/30/22 Mainland China Caixin manufacturing PMI   50.9 
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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. 


