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Spring cleaning 

After having fallen from their local peak of mid-February, equity markets rebounded strongly last week. As 

we argued earlier, we see this as a necessary episode of risk-repricing and a rebalancing/repositioning 

accordingly (‘spring cleaning’ of portfolios, if we may). Improving economic outlook was the key driver behind 

this reassessment of risks – OECD, ECB and Chinese NPC have all sounded upbeat about the economy. 

In the US, the fiscal package of USD1.9trn (called The American Rescue Plan Act of 2021) was signed by 

President Biden into law. In aggregate, data surprises were positive too. All this had led to a rather risk-on 

tone in financial markets last week. 10Y UST yields finished the week at pre-pandemic highs, investment 

grade bonds recorded marginal gains and HY bonds rallied. Equities posted their best weekly gain since 

early February. DM equities outperformed EM equities last week. Within DM, Canada and Europe-ex-UK 

outperformed the most while UK and Japan underperformed (yet delivered positive returns). All 11 global 

GICS sectors posted gains over the week. Utilities, consumer discretionary and real estate outperformed 

while communication services, healthcare and consumer staples underperformed. 

Keep calm and risk-on 

Rise in volatility of the past couple of weeks might make investors wonder if it is now the time to go risk-off. 

We instead see reasons why investors should remain risk-on, at least for now. To start with, the economic 

momentum is likely to pick up pace over the next couple of quarters. A faster-than-expected economic re-

opening, thanks to quick vaccine distribution, is likely to provide the upswing. Ongoing fiscal policy support, 

especially in the US is likely to support growth across the world. These developments have in fact already 

triggered upward revisions to global economic growth projections. For instance, recently OECD1 upgraded 

its estimates for world GDP growth for 2021 to 5.6% (from 4.2% earlier) and for 2022 to 4.0% (from 3.7% 

earlier). All this should aid the ongoing corporate earnings recovery. As we argued earlier, equity returns in 

2021 are likely to be led by earnings growth. I/B/E/S consensus forecasts a 29% growth in earnings for 

MSCI ACWI this year. We see upside risks. 2020 saw valuation multiples expand quite significantly. We 

expect valuations to fall slightly in 2021 but remain above historical average levels. Taking these together, 

we expect average returns from equities in 2021 and this is unusual because it follows two years of above-

average returns (see Global Equity Outlook 2021: The unabnormal, January 19 2021). Worth noting that 

volatility could rise as earnings growth takes over, from valuation expansion, as the driver of equity returns. 

Also, ‘earnings growth-driven’ equity gains tend to be more gradual than ‘valuation expansion-driven’ ones. 

A sudden spike in bond yields remains a key risk to our equity positioning. On the outlook for bond yields 

itself, we believe that current levels of UST yields are pricing in the prospect of higher inflation and that long-

term UST yields will remain capped as the US Fed is likely to remain undeterred by the reflation trade (see 

Global Fixed Income Outlook 2021, February 17 2021). However, we acknowledge the uncertainty around 

the inflation outlook. Accordingly, for the near-term, we have hedged our overweight in high-duration US 

equities with an overweight in the UK and a few ‘beta-normalisation’ trades which are low-duration. 

Global markets’ performance snapshot

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

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

S&P 500 3,943 2.6  5.0   Brent USD/bbl 69.2 -0.2 33.6  
Dow Jones 32,779 4.1  7.1   WTI USD/bbl 65.6 -0.7 35.2  
Nasdaq 13,320 3.1  3.3   Gold USD/t oz 1,727.1 1.6  -9.0 
DAX 14,502 4.2  5.7   Silver USD/t oz 25.9 2.7  -1.8 
Nikkei 225 29,718 3.0  8.3   Platinum USD/t oz 1,205.8 6.4  12.5  
FTSE 100 6,761 2.0  4.7   Copper USD/MT 9,052.5 0.3  16.9  
Sensex 50,792 0.8  6.4   Alluminium 2,145.8 -0.3 8.4  

Hang Seng 28,740 -1.2 5.5   Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.20 0.3  -2.2 

ADX 5,637 -1.0 11.7   GBP USD 1.39 0.6  1.9  
DFM 2,573 0.2  3.3   USD JPY 109.03 0.7  -5.3 
Tadawul 9,588 3.7  10.3   CHF USD 0.93 0.1  -4.8 

DSM 10,225 2.2  -2.0  Rates 

MSM30* 3,702 1.3  1.2   USD Libor 3m 0.18 -0.8 -22.9 
BHSE 1,469 -0.3 -1.4  USD Libor 12m 0.28 -0.2 -18.9 
KWSE* 5,741 1.6  3.5   UAE Eibor 3m 0.44 34.2  -13.3 

MSCI  UAE Eibor 12m 0.56 -8.5 -14.3 

MSCI World 2,807 2.9  4.4   US 3m Bills 0.02 -20.0 -65.2 
MSCI EM 1,348 0.7  4.4   US 10yr Treasury 1.62 3.7  77.9  

Notes:*Data as of March 10 2021 as markets were closed for local holidays on March 11 2021 

                                                           
1 OECD (2021), OECD Economic Outlook, Interim Report March 2021, OECD Publishing, Paris, https://doi.org/10.1787/34bfd999-en 
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

10yr USTs experienced another volatile week, despite subdued inflation reading and smooth bond auctions. 
The 10yr UST yields finished the week at pre-pandemic highs on optimism over economic recovery. 
Investment grade bonds recorded marginal gains while HY bonds rallied. European bond yields ended the 
week lower, led by periphery bonds as the ECB pledged to step up asset purchases. We expect UST yields 
to remain volatile in the near term but still prefer medium to long-term USTs as Fed's status quo on monetary 
policy should act as a cap on yields. 

Stress and Risk 
Indicators 

VIX index moved lower through the week while MOVE index was rather volatile. 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 markets outperformed their EM peers last week thanks to strong performance of the Saudi Arabian 
market which was in turn lifted by banks shares. Higher oil prices helped as well. Elsewhere, Qatari and Kuwaiti 
equities performed well 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 

Global equities rebounded strongly last week after having fallen/moved sideways over the prior three weeks. 
DM outperformed EM. Within DM, Canada and Europe ex UK outperformed the most while UK and Japan 
underperformed (yet delivered positive returns). All 11 GICS sectors posted gains over the week. Utilities, 
consumer discretionary and real estate outperformed while communication services, healthcare and consumer 
staples 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 price rose for the first time in four weeks despite stronger USD and rising UST yields. The yellow metal 
price has fallen by c17% from its peak in early August. We remain overweight gold as a hedge against potential 
risks on the horizon. 

Energy 
After having risen sharply so far this year, oil prices stayed flat last week. Whilst improving demand outlook 
was price positive, higher than expected US crude oil inventories proved to be marginally negative. Overall, 
we believe that oil prices are likely to remain sustained as the market is roughly balanced. 

Industrial Metals 
Industrial metals were rather flat this week. Copper prices rose marginally and aluminium prices fell. We do 
not recommend industrial metals exposure as China structurally reigns in demand. 

 Currencies  

EURUSD 
EUR appreciated slightly against the USD as markets look for the FOMC meeting next week after the ECB 
meeting last week. We expect the euro to remain stable. 

Critical levels 
    

GBPUSD 
GBP appreciated against the USD on better than expected economic output in the UK. We expect the cable 
to be driven by how the “reopening” plays out over the near-term. 

Critical levels 
    

USDJPY 
JPY lost some ground against the greenback as the second estimate for Q4 GDP in Japan was revised lower. 
Moreover, markets are awaiting BoJ’s findings of its assessment of its policy tools at its meeting on 19 March. 
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 1.1604 S1 1.1778 R1 1.2185 R2 1.2418 

S2 1.3239 S1 1.3582 R1 1.4252 R2 1.4579 

S2 102.74 S1 105.88 R1 110.70 R2 112.38 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

03/15/21 Empire Manufacturing Mar 14.5 12.1 
FOMC meeting is perhaps the 

most important event for financial 
markets this week. Whilst the 

market does not expect a change 
in either the policy rate (target 
range of 0.00%-0.25%), or the 

asset purchases (USD120bn per 
month), it will rather closely watch 
the economic projections (for 2021 
and 2022) from the policymakers. 

Retail sales and industrial 
production are other key data 
releases this week. Data on 

housing will be closely watched too 
given the recent rise in rates.  

03/16/21 Import Price Index YoY Feb 2.70% 0.90% 

03/16/21 Retail Sales Advance MoM Feb -0.50% 5.30% 

03/16/21 Industrial Production MoM Feb 0.40% 0.90% 

03/16/21 NAHB Housing Market Index Mar 84 84 

03/17/21 MBA Mortgage Applications 12-Mar -- -1.30% 

03/17/21 Building Permits Feb 1,750k 1,881k 

03/17/21 Housing Starts Feb 1,555k 1,580k 

03/17/21 FOMC Rate Decision 17-Mar 0.00%-0.25% 0.00%-0.25% 

03/18/21 Initial Jobless Claims 13-Mar 700k 712k 

03/18/21 Continuing Claims 6-Mar 4,070k 4,144k 

03/18/21 Philadelphia Fed Business Outlook Mar 24.0 23.1 

Japan  

  Indicator Period Expected Prior Comments 

03/15/21 Core Machine Orders MoM Jan -5.50% 5.20% 
BOJ is expected to release its 

findings of its assessment of its 
policy tools at its meeting on 19 
March. This is interesting given 

BoJ's 2% price stability target and 
easing inflation expectations. 

03/15/21 Tertiary Industry Index MoM Jan -0.60% -0.40% 

03/16/21 Industrial Production MoM Jan F -- 4.20% 

03/19/21 Natl CPI YoY Feb -0.40% -0.60% 

03/19/21 BOJ Policy Balance Rate 19-Mar -- -0.10% 

03/19/21 BOJ 10-Yr Yield Target 19-Mar -- 0.00% 

Eurozone   

  Indicator Period Expected Prior Comments 

03/16/21 France CPI YoY Feb F 0.40% 0.40% German Zew survey expectations 
are likely to improve given the 
stabilisation in infections and 

improving pace of vaccination. 

Final prints of Eurozone CPI are 
important too. 

03/16/21 Germany ZEW Survey Expect. Mar 74.0 71.2 

03/17/21 EU27 New Car Registrations Feb -- -24.00% 

03/17/21 Eurozone CPI YoY Feb F 0.90% 0.90% 

03/19/21 Germany PPI MoM Feb 0.80% 1.40% 

United Kingdom    

  Indicator Period Expected Prior Comments 

03/15/21 Rightmove House Prices MoM Mar -- 0.50% 
Market consensus expects BoE to 
keep its interest rates (at 0.10%), 

and QE (at GBP895bn) unchanged. 

Consumer confidence is expected to 
improve further in March. 

03/18/21 Bank of England Bank Rate 18-Mar 0.10% 0.10% 

03/18/21 BOE Corporate Bond Target GBP Mar 20b 20b 

03/18/21 BOE Asset Purchase Target GBP Mar 875b 875b 

03/19/21 GfK Consumer Confidence Mar -20 -23 

China and India   

  

  Indicator Period Expected Prior Comments 

03/15/21 China Industrial Production YTD YoY Feb 32.20% -- In China, thanks to low base of last 
year, industrial production, fixed 

asset investment and retail sales are 
all expected to grow more than 30% 

on an YTD basis. 

In India, WPI and trade data will be 
closely watched. 

03/15/21 China Fixed Assets Ex Rural YTD YoY Feb 40.90% -- 

03/15/21 China Retail Sales YTD YoY Feb 32.00% -- 

03/15/21 India Wholesale Prices YoY Feb 4.00% 2.03% 

03/15/21 India Exports YoY Feb -- 6.20% 

03/15/21 India Imports YoY Feb -- 2.00% 
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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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