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Respite 

Financial markets which have been facing many uncertainties over the recent weeks, got their much needed 
breathing space last week. To start with in the US, Senate Republicans had agreed to take up a bill to raise 
the Treasury’s borrowing limit by USD480bn – this according to some estimates would allow the federal 
government to keep paying its bills through early December. Further, higher natural gas prices – which were 
seen as a headwind to growth rebound not only in Europe but also across the globe – retreated somewhat 
after Russian President Vladimir Putin hinted that Russia might increase its supplies. Furthermore, on 
Friday, Beijing ordered an immediate increase in coal output to fight the nationwide power crunch. Turning 
back to the US, while the US jobs report was weaker than expected and pointed to slowing recovery and 
rising inflation fears, it did little to decrease expectations for taper of asset purchases by the US Fed as the 
market focus was more on inflation and less on growth.   
MSCI ACWI index rose c0.7% during the past week marking its best week in five. EMs outperformed DMs, 
albeit only marginally. Within EM, supported by strong performance from Russian equities, EMEA 
outperformed; LatAm markets led down by Brazil and Mexico underperformed the most. EM Asia performed 
strongly thanks to advances in Indonesia and other South Asian markets. Within DM, Canada and UK 
outperformed while Japan and Europe-ex-UK underperformed. By sector, energy and financials 
outperformed the most while real estate and healthcare underperformed. Yields were broadly higher across 
the board of sovereign bonds. Gold prices were volatile through the week as disappointment on the US jobs 
report was met with rising bond yields. Global energy crunch – as seen in higher prices for natural gas and 
coal – also boosted oil prices by 4% last week. USD rose against EUR and JPY but fell against the GBP. 

Asynchronous 

Global economic activity this year can be described as anything but ‘synchronised’. A divergence in the 
activity of manufacturing and services sectors across major economies was noticeable. A range of factors 
– including the spread of new variants of COVID-19 virus, reaction function of the governments to rise in 
infections, rate of vaccinations, conduct of the monetary/fiscal policies, and some idiosyncrasies – have 
broadly determined how economies rebounded this year from last year’s sharp slump in activity. Adding 
further to the divergence was the fact that Chinese economy, which managed to contain the virus very well 
in 2020 and therefore remained the only major economy to have registered economic gains last year, moved 
well ahead in the cycle. Further, while the US and other major economies maintained ultra-easy 
monetary/fiscal policies, China’s response has been more hawkish – not only in terms of central bank/fiscal 
policies but also in terms of its zero-tolerance approach to the spread of COVID-19 variants. This, in our 
view, has pushed Chinese economy further ahead into the mid-cycle slowdown.  
All these speak to the asynchronous journey that lies ahead as economies move past the early-cycle phase 
into a mid-cycle environment. Such transitions in a cycle that is moving faster than normal 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. 
Moreover, this transition – which is sequenced and not synchronized – creates opportunities for investors. 
Over the next 12-15 months, as China slowly gets out of its mid-cycle downswing, we think Asian economies 
are likely to fare better compared with the western world. From a cross-asset perspective, we are now more 
constructive on Asia than we were a few months ago. For instance, we have recently upgraded Asia Pacific 
equities to an overweight and remain overweight Emerging market Asia investment grade corporate credit. 
For more on our investment strategy and portfolio recommendations see our latest Quarterly Investment 
View: Q4 2021 Outlook: Sequenced, not synchronised, October 2021. 

Global markets’ performance snapshot 

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

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

S&P 500 4,391 0.8  16.9   Brent USD/bbl 82.4 3.9  59.1  
Dow Jones 34,746 1.2  13.5   WTI USD/bbl 79.4 4.6  63.5  
Nasdaq 14,580 0.1  13.1   Gold USD/t oz 1,757.1 -0.2 -7.4 
DAX 15,206 0.3  10.8   Silver USD/t oz 22.7 0.6  -14.1 
Nikkei 225 28,049 -2.5 2.2   Platinum USD/t oz 1,028.6 5.3  -4.1 
FTSE 100 7,096 1.0  9.8   Copper USD/MT 9,246.0 1.5  19.4  
Sensex 60,059 2.2  25.8   Alluminium 2,952.3 3.8  49.2  

Hang Seng 24,838 1.1  -8.8  Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.16 -0.2 -5.3 

ADX 7,709 0.1  52.8   GBP USD 1.36 0.5  -0.4 
DFM 2,772 -2.6 11.3   USD JPY 112.24 1.1  8.7  
Tadawul 11,591 0.8  33.4   CHF USD 0.93 -0.4 -4.6 

DSM 11,535 0.4  10.5   Rates 

MSM30 3,962 0.5  8.3   USD Libor 3m 0.12 -7.1 -48.1 
BHSE 1,700 -0.3 14.1   USD Libor 12m 0.24 3.5  -28.9 
KWSE 6,884 0.3  24.1   UAE Eibor 3m 0.35 9.5  -30.8 

MSCI  UAE Eibor 12m 0.52 18.7  -21.2 

MSCI World 3,044 0.7  13.1   US 3m Bills 0.05 50.0  -21.8 
MSCI EM 1,257 0.8  -2.6  US 10yr Treasury 1.61 10.3  76.5  
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

Yields on 10Y US treasuries rose to the highest level since early June as weaker than expected US jobs report 
did little to decrease expectations for taper of asset purchases by the US Fed. Core Eurozone bond yields rose 
on increasing concerns about inflation; so did peripheral Eurozone bond yields. Concerns of persistent inflation 
in the UK caused the yields on gilts to move higher too. Yields on JGBs tracked the UST yields higher. Overall, 

we recommend a lower duration stance (5Y USTs) in anticipation of interest rate volatility in the near term. 

Stress and Risk 
Indicators 

VIX index fell consistently over the past week and ended the week at a sub-20 level. SKEW index, a measure of 
tail risks bounced off its 10-month low. 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 

Broader GCC benchmark performed in line with EM index last week. Within the region, UAE stocks – led down 
by Dubai – underperformed while stocks in Saudi Arabia 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 markets. 

Global Equity  
Markets 

MSCI ACWI index rose c0.7% during the past week marking its best week in five. EMs outperformed DMs, albeit 
only marginally. Within EM, EMEA outperformed supported by strong performance from Russian equities; LatAm 
markets led down by Brazil and Mexico underperformed the most. EM Asia performed strongly led by Indonesia 
and other South Asian markets. Within DM, Canada and UK outperformed while Japan and Europe-ex-UK 
underperformed. By sector, energy and financials outperformed the most while real estate and healthcare 
underperformed. 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, and re-opening sectors. 

Technology  
Segments 

NYSE FANG+ index outperformed broader equities. However, Chinese technology names performed well over 
the week. US and China officials met in Zurich on Wednesday, and subsequently media reported that President 
Biden and President Xi may meet virtually before the end of this year. 

Commodities  

Precious Metals 
Gold prices were volatile through the week as disappointment on the US jobs report was met with rising bond 
yields. We keep our overweight in gold as a hedge against potential risks on the horizon. 

Energy 
Global energy crunch – as seen in higher prices for natural gas and coal – also boosted oil prices by 4% last 
week. Recovery in global demand but disciplined OPEC+ meant oil prices hit a 7-year high. Overall, we believe 
that oil prices will remain sustained as the market approaches a balance. 

Industrial Metals 
Industrial metal prices were generally higher last week. Aluminium prices rose further as data showed that 
China’s aluminium output in August slipped for a fourth straight month. While another commodity super-cycle 
appears difficult, demand for commodities linked to environmental friendly green infrastructure is likely to sustain. 

 Currencies  

EURUSD 
EUR fell against USD despite the disappointment on non-farm payrolls as expectations for Fed taper remained. 
Re-opening is a positive for EUR while risk-off sentiment and the easier policy are moderately negative. 

Critical levels 
    

GBPUSD 
Rising expectations that the BoE may act sooner to tackle inflation supported GBP last week. We expect the 
cable to be driven by how the BoE policy evolves out over the near-term and to decouple from the EUR. 

Critical levels 
    

USDJPY 
Rising UST yields continued to bolster USD with USDJPY hitting the highest level since December 2018. Over 
the medium-term, we believe that 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 1.1289 S1 1.1429 R1 1.1809 R2 1.2049 

S2 1.3146 S1 1.3380 R1 1.3881 R2 1.4148 

S2 108.06 S1 110.15 R1 113.29 R2 114.34 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

10/12/21 NFIB Small Business Optimism Sep 99.5 100.1 US inflation data for September 
arguably is the most important data 

release this week. Market 
participants are likely to link this 

data with the potential policy 
normalization by the Fed. Markets 
are expecting the headline number 
to stay at 5.3% y-o-y and the core-

CPI to accelerate marginally to 
4.1%. PPI is expected to have 
risen 8.7% y-o-y in September 
compared with 8.3% in August.  

Minutes of the September FOMC 
meeting will also be closely read. 
Retail sales data for September 

and University of Michigan 
consumer sentiment for October 
should provide some context on 

the current economic activity.  

10/12/21 JOLTS Job Openings Aug 10,938k 10,934k 

10/13/21 MBA Mortgage Applications 8-Oct -- -6.90% 

10/13/21 Real Avg Hourly Earning YoY Sep -- -0.90% 

10/13/21 CPI YoY Sep 5.30% 5.30% 

10/13/21 CPI Ex Food and Energy YoY Sep 4.10% 4.00% 

10/13/21 FOMC Meeting Minutes 22-Sep -- -- 

10/14/21 Initial Jobless Claims 9-Oct 320k 326k 

10/14/21 Continuing Claims 2-Oct 2,686k 2,714k 

10/14/21 PPI Final Demand YoY Sep 8.70% 8.30% 

10/15/21 Empire Manufacturing Oct 25.0 34.3 

10/15/21 Retail Sales Advance MoM Sep -0.20% 0.70% 

10/15/21 U. of Mich. Sentiment Oct P 73.5 72.8 

Japan  

  Indicator Period Expected Prior Comments 

10/11/21 Machine Tool Orders YoY Sep P -- 85.20% Core machine orders and industrial 
production for August, and machine 

tool orders for September are 
expected to provide some context of 
the industrial sector. PPI is expected 
to have risen further in September. 

10/12/21 Bank Lending Incl Trusts YoY Sep -- 0.60% 

10/12/21 PPI YoY Sep 5.80% 5.50% 

10/13/21 Core Machine Orders YoY Aug 14.10% 11.10% 

10/14/21 Industrial Production YoY Aug F -- 9.30% 

Eurozone   

  Indicator Period Expected Prior Comments 

10/11/21 Bank of France Ind. Sentiment Sep 103 104 Bank of France industrial sentiment 
for September and October ZEW 

expectations for Germany are 
expected to show slowing growth 
momentum in Eurozone. These 

data should be read in tandem with 
a projected slowdown in industrial 
production growth for the region 

during August. 

10/12/21 Germany ZEW Survey Expec. Oct 24.0 26.5 

10/12/21 Eurozone ZEW Survey Expec. Oct -- 31.1 

10/13/21 Germany CPI YoY Sep F 4.10% 4.10% 

10/13/21 Eurozone IP YoY Aug 4.70% 7.70% 

10/15/21 EU27 New Car Registrations Sep -- -19.10% 

10/15/21 France CPI YoY Sep F 2.10% 2.10% 

United Kingdom   

  Indicator Period Expected Prior Comments 

10/12/21 Claimant Count Rate Sep -- 5.40% 
Job market data is expected to show 

a small fall in unemployment (for 
three months to August) data given 

the support from the furlough 
scheme that was still in place 

through the summer. 

Industrial production, manufacturing 
production, construction output, and 
index of services are all expected to 

point to slower growth in August 
compared with that in July – which 
should also be justified by the lower 

monthly GDP print for August.   

10/12/21 Jobless Claims Change Sep -- -58.6k 

10/12/21 Average Weekly Earnings 3M/YoY Aug 7.00% 8.30% 

10/12/21 ILO Unemployment Rate 3Mths Aug 4.50% 4.60% 

10/13/21 Industrial Production YoY Aug 3.30% 3.80% 

10/13/21 Manufacturing Production YoY Aug 4.10% 6.00% 

10/13/21 Construction Output YoY Aug 5.70% 8.60% 

10/13/21 Index of Services 3M/3M Aug 3.60% 4.50% 

10/13/21 Monthly GDP (3M/3M) Aug 3.00% 3.60% 

10/14/21 RICS House Price Balance Sep 70% 73% 

10/14/21 BoE Bank Liabilities/Credit Conditions    
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China and India   

  

  Indicator Period Expected Prior Comments 

10/09-10/15/21 China Aggregate Financing CNY Sep 3,100.0b 2,960.0b In China, data on external sector, 
financing and inflation – all for 

September – are likely to provide 
useful context to analyse the 

slowdown in the economy there. 
Growth rates of Chinese exports and 

imports are expected to have 
moderated in September. On 

inflation side, CPI growth is expected 
to be dwarfed by the PPI growth. 

In India, CPI, industrial production, 
and trade data will also be closely 
watched. The export activity which 
has enjoyed a strong momentum 
recently will be closely monitored.   

10/09-10/15/21 China Money Supply M2 YoY Sep 8.10% 8.20% 

10/12/21 India CPI YoY Sep 4.50% 5.30% 

10/12/21 India Industrial Production YoY Aug 11.80% 11.50% 

10/12-10/15/21 India Exports YoY Sep -- 45.80% 

10/12-10/15/21 India Imports YoY Sep -- 51.70% 

10/13/21 China Exports YoY Sep 21.60% 25.60% 

10/13/21 China Imports YoY Sep 20.70% 33.10% 

10/13-10/16/21 China 1-Yr MTLF Rate 15-Oct -- 2.95% 

10/14/21 China CPI YoY Sep 0.90% 0.80% 

10/14/21 China PPI YoY Sep 10.50% 9.50% 

10/14/21 India Wholesale Prices YoY Sep 11.13% 11.39% 
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from opinions expressed by other businesses or affiliates of ADCB Group.  
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