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Treasury yields volatility on rise..  

Risk sentiment was mixed last week as continued volatility in the US Treasury bond market weighed on the 

overall sentiment. The 10yr UST yields reached a new pandemic peak of 1.75%. Fed’s affirmation of the 

improving growth outlook and comfort with the rising bond yields was the main driver for the sell-off in USTs. 

Overall Fed’s policy was dovish compared to market expectations as it maintained its policy of no rate hikes 

until 2023 and disregard any potential rise in inflation, but at the same time the central bank upgraded its 

economic and inflation forecasts. Equity markets reacted positively to the Fed’s dovish signals but rising 

bond yields tempered the gains. All three major US equities index ended the week mixed. DM stocks 

outperformed EMs over the week. Amongst regions, EM LatAm and Europe ex UK outperformed the most 

while EM EMEA and UK underperformed the most. Within global sectors, health care and consumer sectors 

outperformed while energy and materials underperformed. The increase in UST volatility spilled over to the 

fixed income markets globally. US HY bonds suffered losses amidst rising UST yields and sharp decline in 

oil prices. US IG bonds ended the week lower. In Eurozone, core bond yields jumped, tracking the rise in 

UST yields despite the threat of rising Covid-19 cases in the region. In commodities, Brent crude prices 

experienced a sharp decline on account of rising US inventories while gold prices rose for the second week 

in a row. In the currency market, the greenback strengthened versus the euro and the pound sterling.  

..but Fed doesn’t mind 

As we had anticipated, the Fed has so far remained undeterred by the rise in inflation expectations and will 

be ignoring potential rise in actual inflation which it expects it to be temporary. We also expect the upcoming 

rise in price pressures to be transient given as it will be driven by last year’s low base effects and overall 
rise in commodity prices points to “cost-push” inflation which tends to be temporary in nature (The Weekly 

Market View, 28 February 2021). However, we are wary that the markets will be reading any upcoming 

rise in CPI numbers as inflationary. This could lead to further jump in inflation expectations, triggering more 

volatility in the UST market. One way in which the Fed has surprised us (also the bond market) is the fact 

that the central bank remains comfortable with the rise in long-term bond yields. With its stance of no rate 

hikes until 2023 and being complacent with rising long-term UST yields, the Fed seems comfortable with 

the steepening UST yield curve. Of course, this is mainly because even at current levels of UST yields, US 

financial conditions remain loose. It is difficult to determine at what levels of UST yields will start signalling 

tightness in US financial conditions and as a result, bond markets will continue to test that level. As a result, 

we anticipate further rise in bond volatility amidst this tug of war between the Fed and the markets. However, 

recent US economic data has been surprising on the downside while long-term UST yields fully pricing in 

the future growth and inflation uptick. The bond markets also appear to be aggressively pricing future rate 

hikes with Eurodollar market pricing in three rate hikes in 2023 alone. This seems excessive relative to the 

Fed’s dots which point to no rate hikes through 2023.   

Global markets’ performance snapshot

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

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

S&P 500 3,913 -0.8 4.2   ICE Brent USD/bbl 64.5 -6.8 24.6  

Dow Jones 32,628 -0.5 6.6  
 
Nymex WTI USD/bbl 61.4 -6.4 26.6  

Nasdaq 13,215 -0.8 2.5  
 
Gold USD/t oz 1,745.2 1.0  -8.1 

DAX 14,621 0.8  6.6  
 
Silver USD/t oz 26.2 1.3  -0.6 

Nikkei 225 29,914 0.2  8.6  
 
Platinum USD/t oz 1,197.9 -0.7 11.7  

FTSE 100 6,709 -0.8 3.8  
 
Copper USD/MT 9,090.0 -0.2 16.7  

Sensex 49,858 -1.8 4.4  
 
Alluminium 2,197.2 4.8  13.6  

Hang Seng 28,991 0.9  6.5   Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.19 -0.4 -2.6 

ADX 5,736 1.8  13.7  
 
GBP USD 1.39 -0.4 1.5  

DFM 2,604 1.2  4.5  
 
USD JPY 108.88 -0.1 5.2  

Tadawul 9,486 -1.1 9.2  
 
CHF USD 0.93 -0.2 -4.7 

DSM 10,305 0.8  -1.3  Rates Latest Weekly (bp) YTD(bp) 

MSM30 3,753 1.4  2.6  
 
USD Libor 3m 0.19 -0.3 -5.2 

BHSE 1,461 -0.6 -2.0 
 
USD Libor 12m 0.28 -0.2 -6.6 

KWSE 5,797 1.1  4.6  
 
UAE Eibor 3m 0.37 -7.9 -14.7 

MSCI  UAE Eibor 12m 0.59 2.7  -6.7 

MSCI World 2,802 -0.4 3.9  
 
US 3m Bills 0.00 -2.3 -6.1 

MSCI EM 1,347 -0.8 3.5  
 
US 10yr Treasury 1.72 9.6  80.8  

Source: Bloomberg, ADCB Asset Management 
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

10yr USTs jumped to new pandemic highs despite Fed signaling no changes to its loose monetary policy. 
However, the Fed upgraded its economic growth and inflation forecasts, adding to market concerns on rising 
inflation pressures. The volatility in UST yields caused ripples in fixed income markets globally. US HY suffered 
losses due to sharp decline in energy prices. European bond yields jumped, despite concerns of rising covid 
cases in the region. We expect UST yields to remain volatile in the near term but still prefer medium to long-
term USTs due to Fed's status quo on monetary policy. 

Stress and Risk 
Indicators 

VIX index slightly rose, but was relatively stable. 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 equity markets outperformed their EM peers, albeit only marginally. Within the region, Saudi Arabia 
equities came under pressure as oil prices fell. UAE, Kuwait and Qatar outperformed. 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 

Equity markets remained volatile on account of rising bond yields. DMs outperformed EMs over the week. 
Amongst regions, EM LatAm and Europe ex UK outperformed the most while EM EMEA and UK 
underperformed the most. Within global sectors, health care and consumer sectors outperformed while energy 
and materials 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 second week in a row despite stronger USD and rising UST yields. We remain 
overweight gold as a hedge against potential risks on the horizon. 

Energy 
Oil prices recorded the steepest weekly decline since summer driven by rise in US crude oil inventories and 
renewed virus concerns in Europe. Overall, we believe that oil prices are likely to remain sustained as the 
market is roughly balanced. 

Industrial Metals 
Industrial metals were mixed this week. We do not recommend industrial metals exposure as China structurally 
reigns in demand. 

 Currencies  

EURUSD 
The euro depreciated slightly against the dollar with the greenback surged with rising UST yields. We expect 
the euro to remain stable. 

Critical levels 
    

GBPUSD 
The pound sterling weakened versus the dollar with the UK vaccine supply weighing on the pound. We expect 
the cable to be driven by how the “reopening” plays out over the near-term. 

Critical levels 
    

USDJPY 
The yen was flat versus the dollar as the BoJ matched market expectations of widening its target band for the 
yields. 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 1.1842 S1 1.1873 R1 1.1936 R2 1.1968 

S2 1.3759 S1 1.3816 R1 1.3944 R2 1.4015 

S2 108.35 S1 108.62 R1 109.14 R2 109.39 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

03/22/21 Existing Home Sales Feb 6.50m 6.69m 

 Preliminary Markit PMI releases 
will be the main focus this week. 

Weekly jobless claims will be 
closely watched after last week’s 

decline. The final numbers of 
4Q2020 GDP print will also be 

important. 

03/23/21 New Home Sales Feb 876k 923k 

03/24/21 Durable Goods Orders Feb P 0.70% 3.40% 

03/24/21 Markit US Manufacturing PMI Mar P 59.5 58.6 

03/24/21 Markit US Services PMI Mar P 60.1 59.8 

03/24/21 Markit US Composite PMI Mar P -- 59.5 

03/25/21 Initial Jobless Claims 20-Mar 730k 770k 

03/25/21 Continuing Claims 13-Mar 4025k 4124k 

03/25/21 GDP Annualized QoQ 4Q T 4.10% 4.10% 

03/25/21 Core PCE QoQ 4Q T 1.40% 1.40% 

03/26/21 Personal Income Feb -7.20% 10% 

03/26/21 Univ. of Mich. Current Conditions Mar F 93 91.5 

Japan  

  Indicator Period Expected Prior Comments 

03/23/21 Nationwide Dept Sales YoY Feb -- -29.7% 

Focus will be on the preliminary PMI 
releases as well as inflation data. 

03/24/21 Jibun Bank Japan PMI Mfg Mar P -- 51.4 

03/24/21 Jibun Bank Japan PMI Services Jan F -- 46.3 

03/24/21 Jibun Bank Japan PMI Composite Feb -- 48.2 

03/26/21 Tokyo CPI YoY 19-Mar -0.30% -0.30% 

03/26/21 Tokyo CPI Core YoY 19-Mar -0.20% -0.20% 

Eurozone   

  Indicator Period Expected Prior Comments 

03/24/21 
Markit Eurozone Manufacturing 
PMI Mar P 57.8 57.9 

Preliminary figures of Markit PMI 
likely to show improvement in 

composite numbers. German IFO 
expectations also will be important.  

03/24/21 Markit Eurozone Services PMI Mar P 46 45.7 

03/24/21 Markit Eurozone Composite PMI Mar P 49.1 48.8 

03/25/21 ECB Publishes Economic Bulletin    

03/26/21 Germany IFO Expectations Mar 95.1 94.2 

United Kingdom    

  Indicator Period Expected Prior Comments 

03/24/21 CPI YoY Feb 0.80% 0.70% 

Advanced PMI estimates likely to 
show improvement in services. 

Retail sales growth also expected to 
grow in February, but to remain 

negative on yoy basis.  

03/24/21 RPI YoY Feb 1.60% 1.40% 

03/24/21 Markit UK PMI Manufacturing SA Mar P 55 55.1 

03/24/21 Markit/CIPS UK Services PMI Mar P 51 49.5 

03/24/21 Markit/CIPS UK Composite PMI Mar P 51.3 49.6 

03/26/21 Retail Sales Ex Auto Fuel YoY Feb -1.70% -3.80% 

China and India   

  

  Indicator Period Expected Prior Comments 

03/22/21 China 1-Year Loan Prime Rate 22-Mar 3.85% 3.85% Focus will be on the China central 
bank meeting where the PBOC is 

expected to keep rates unchanged 
03/22/21 China 5-Year Loan Prime Rate 22-Mar 4.65% 4.65% 
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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. 


