
 

 

The Weekly Market View 
July 29 2019 
 

investmentstrategy@adcb.com 1 

 

Risk-on, but risks are on 

Risk-on sentiment prevailed over the past week on expectations for a rate cut from FED and ECB. Also 
helping the positive sentiment was the news of resumption of trade talks between the US and China, 
strong Q2 GDP in the US and better than expected earnings reports. However, last week also pointed to 
ongoing risks facing the global economy. IMF cut its global growth forecast yet again and highlighted 
downside risks to their forecasts from trade disruption. ECB President Mario Draghi mentioned that 
growth outlook was getting “worse and worse”. Preliminary Purchasing Managers’ Index (PMI) data for 
July also pointed to further weakness in global manufacturing sector. However, offsetting these negatives 
were the expectations for strong policy support from the central banks. 

Over the past week equity markets posted positive returns. Equities in developed world outperformed 
their counterparts in emerging markets. US equity markets registered strong gains – thanks to a strong 
support from the technology sector. Broader USD strength was observed across the board following the 
better than expected GDP print from the US. Oil prices rose owing to falling supply and unresolved Middle 
East tensions. Gold prices softened slightly on USD strength last week after rising strongly in the previous 
weeks. Industrial metal prices fell. Turning to rates, the German bund yield fell further into the negative 
territory on expectations of a potential rate cut from the ECB while the US treasury yields rose marginally.  

A big week ahead 

Next week is likely to be very important for the markets with three key Central banks (FED, BOJ and BOE) 
rate decisions. Also, the progress of US-China trade talks will be closely watched by the markets. 
Furthermore, data on consumption (personal consumption expenditure and Conference Board consumer 
confidence data in the US, GfK consumer confidence in Europe and Japanese retail sales etc.) will come 
under focus alongside employment data (in the US and Eurozone) and the final manufacturing PMI data 
for July from across the world. 

We see increased level of uncertainty on trade and Brexit determining the course for financial markets 
over the near-term. From an asset allocation perspective, we stick with our diversified allocation – to US 
equities, US treasuries, gold and cash. For equity investors, we continue to recommend overweight 
exposure to quality (overweight US and Switzerland) but also selective exposure elsewhere (Australia, 
Brazil, Hong Kong, India, South Africa and Spain). By sector, we recommend overweight on 
communication services, consumer staples and energy. We would avoid exposure to autos, tech 
hardware, semiconductors and materials sectors. We prefer large caps over small caps and growth over 
value. As a theme we continue to highlight our preference for services over manufacturing. 

Gobal markets’ performance snapshot

 Index Snapshot (World equity indices) 
 Global Commodities, Currencies and Rates 

Index Latest 
Weekly 
Chg % 

YTD 
Chg% 

 
Commodities Latest 

Weekly 
Chg % 

YTD 
Chg% 

S&P 500 3,026 1.7  20.7  
 ICE Brent USD/bbl 63.5 1.6  18.0  

Dow Jones 27,192 0.1  16.6  
 

Nymex WTI USD/bbl 56.2 1.0  23.8  

Nasdaq 8,330 2.3  25.5  
 

Gold USD/t oz 1,418.9 -0.5 10.7  

DAX 12,420 1.3  17.6  
 

Silver USD/t oz 16.4 1.2  5.9  

Nikkei 225 21,658 0.9  8.2  
 

Platinum USD/t oz 865.3 2.3  8.8  

FTSE 100 7,549 0.5  12.2  
 

Copper USD/MT 5,945.0 -2.0 -0.3 

Sensex 37,883 -1.2 5.0  
 

Alluminium 1,786.8 -2.6 -2.0 

Hang Seng 28,398 -1.3 9.9  
 Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.11 -0.8  -2.8 

ADX 5,388 2.9  9.6   GBP USD 1.24 -0.9  -2.8 

DFM 2,851 4.1  12.7  
 

USD JPY 108.68 0.9 -0.9 

Tadawul 8,819 -1.5 12.7  
 

CHF USD 0.99 1.2 -1.0 

DSM 10,631 1.2  3.2   Rates 

MSM30 3,755 -0.4 -13.2  USD Libor 3m 2.27 0.3  -19.3 

BHSE 1,523 -0.7 13.9  
 

USD Libor 12m 2.20 1.8  -26.9 

KWSE 6,080 0.3  19.7  
 

UAE Eibor 3m 2.60 7.4  -8.5 

MSCI  UAE Eibor 12m 2.90 -0.1 -18.7 

MSCI World 2,207 1.0  17.6   US 3m Bills 2.11 2.4  -10.3 

MSCI EM 1,054 -0.8 8.6  
 

US 10yr Treasury 2.07 0.7  -22.9 
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 
The US 10-year treasury yields rose marginally on upbeat US growth data. We expect the 10-year US 
Treasury yield to remain range-bound, in line with the Fed’s indicated long-term neutral rate.  

Stress and Risk 
Indicators 

The VIX index fell in absence of any major economic data surprises. We believe that volatility is likely to 
stay elevated due to the fear of global growth slowdown and concerns around trade. 

Equity Markets  

Local Equity Markets 

GCC equity markets performed well, tracking the rise in oil prices and on earnings optimism. DFM stocks 
were the best performers, while Saudi’s stocks underperformed. We remain neutral on GCC equities given 
the potential for further dollar strength and range-bound oil prices, but we maintain our overweight call 
on Saudi equities. We also prefer banks in the regional context. 

Global Equity 
Markets 

Equity markets posted positive returns. Developed world equities outperformed emerging market equities. 
US equity markets registered strong gains – thanks to a strong support from the technology sector. Overall, 
we remain neutral on equities with an overweight on US and underweight EU and EM. Elsewhere, we have 
selective exposure to Australia, Brazil, Hong Kong, India, South Africa, Spain and Switzerland. 

Commodities  

Precious Metals 
Gold prices softened slightly on USD strength last week after rising strongly in the previous weeks. We 
remain overweight on gold as a risk hedge against ongoing political and (potential) inflationary risks. 

Energy 
Oil prices rose during the week, further strengthening their year-to-date gains. Overall the oil price is 
likely to remain sustained as the market is roughly balanced. 

Industrial Metals 
Industrial metals were broadly down last week. We do not recommend industrial metals exposure as China 
reigns in demand. 

Currencies  

EURUSD 
Broader US dollar strength meant Euro weakness against the greenback. We expect the euro to remain 
stable with USD to lose some strength in 2019. 

Critical levels 
    

GBPUSD 
The pound sterling depreciated versus the US dollar amid concerns over a no-deal Brexit under new 
Prime Minister Boris Johnson. We expect the cable to be stable with Pound sterling likely to follow the 
euro rather than USD. 

Critical levels 
    

USDJPY 
The yen depreciated against the US dollar on the broad strength in the latter. We think the 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 1.1091 S1 1.1110 R1 1.1149 R2 1.1169 

S2 1.2323 S1 1.2354 R1 1.2437 R2 1.2491 

S2 108.42 S1 108.55 R1 108.82 R2 108.96 
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Forthcoming important economic data 

United States 

  Indicator Period Expected Prior Comments 

07/31/2019 MBA Mortgage Applications 26-Jul -- -1.90% 

All eyes will be on the FOMC 
meeting this week. Also, 

attention will be on payroll data. 
PMI and goods orders will also 

be important this week. 

07/31/2019 FOMC Rate Decision  31-Jul 2.25% 2.50% 

08/01/2019 Initial Jobless Claims 27-Jul -- 206K 

08/01/2019 Markit Manufacturing PMI Jul F -- 50 

08/02/2019 Change in Nonfarm Payrolls Jul 169K 224K 

08/02/2019 Unemployment Rate Jul 3.70% 3.70% 

08/02/2019 Average Hourly Earnings MoM Jul 0.20% 0.20% 

08/02/2019 Labor Force Participation Rate Jul -- 62.90% 

08/02/2019 Durable Goods Orders Jun F -- 2.00% 

08/02/2019 U. of Mich. Sentiment Jul F 98.5 98.4 

Japan  

  Indicator Period Expected Prior Comments 

07/30/2019 Jobless Rate Jun 2.40% 2.40% 

All eyes will be on BOJ meeting. 07/30/2019 Industrial Production MoM Jun P -1.80% 2.00% 

07/30/2019 BOJ MPC Meeting 30- Jul No Change  

Eurozone   

  Indicator Period Expected Prior Comments 

07/30/2019 Economic Confidence Jul 102.7 103.3 

All attention will be on Eurozone 
CPI and retail sales. 

07/30/2019 CPI YoY (GE) Jul P 1.50% 1.60% 

07/31/2019 GDP SA QoQ 2Q A 0.20% 0.40% 

08/01/2019 Markit Manufacturing PMI Jul F 46.4 46.4 

08/02/2019 PPI YoY Jun  0.80% 1.60% 

08/02/2019 Retail Sales YoY Jun 1.30% 1.30% 

United Kingdom    

  Indicator Period Expected Prior Comments 

07/31/2019 Nationwide House PX MoM Jul 0.20% 0.10% 

Attention will on the BoE meeting. 08/01/2019 Markit PMI Manufacturing  Jul 47.7 48 

08/01/2019 BOE MPC Meeting Aug No Change  

China and India   

 

 

  Indicator Period Expected Prior Comments 

07/31/2019 Manufacturing PMI (CH) Jul 49.6 49.4 
Manufacturing PMI will be 

important for both China and 
India. 

08/01/2019 Markit PMI Mfg (IN) Jul -- 52.1 
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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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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. 
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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 
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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. 


