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Strong from within 

Fundamental strength of corporate earnings alleviated elevated concerns of stagflation. Adding to the 
optimism was increased hope for a fiscal stimulus deal in the US. As a result, equity risk sentiment improved 
and MSCI ACWI posted positive returns for the third consecutive week. DM outperformed EM last week. 
Within DM, North American markets outperformed. Turning to EM, Asian markets outperformed strongly 
while EM LatAm underperformed. Amongst sectors, with the exception of materials, communication 
services, and energy, all sectors posted gains. Real estate, health care, and financials sectors outperformed 
the most. VIX index fell to its new post-pandemic low on Thursday before rising again on Friday. SKEW 
index, a measure of tail risks, fell during the week to near one-year average levels. Elsewhere, yields on 
10Y USTs rose to their highest level since early April on Thursday but fell on Friday. Yields on core Eurozone 
bonds climbed as continued hawkishness among some major central banks spurred concerns that rate 
increases might come sooner than previously expected. Peripheral Eurozone bond yields tracked core 
markets. UK gilt yields also jumped following hawkish comments from the Governor of the BoE. The yield 
on 10Y JGBs rose slightly following the inflation data release in Japan. Turning to currencies, broader USD 
weakened over the past week. Gold prices rose for a second straight week but remained volatile on 
concerns of Fed’s stimulus tapering. Oil prices closed last week just below their multi-year highs with bullish 
sentiment about low supplies tamped by concerns from world leaders that demand disruptions from the 
COVID-19 pandemic may not be over. Industrial metal prices fell from last week’s multi-year highs on 
increasing demand concerns. 

Trick or treat? 

No doubt, markets could be tricked in many different aspects including stagflation, profitability margin 
squeezes, withdrawal of policy support, China’s hard-landing, US-China stand-off, or even new variants of 
COVID-19 virus. But at this stage, none of these risks come with considerable probabilities. So we instead 
focus on treats (not threats); here strong corporate earnings and supportive seasonality come to mind. On 
the earnings front, the situation remains strong as evidenced by the data from the recent corporate earnings 
season. In the US, of the 117 companies in the S&P 500 that have reported their Q3 2021 earnings so far, 
84% have reported earnings above analyst estimates. Pre-announcements on earnings are still skewed 
positively – for S&P 500 companies, there have been 45 negative EPS pre-announcements issued 
compared to 59 positive EPS pre-announcements. All this has once again led to analysts revising their 
corporate earnings estimates higher. Over the past week 66% of companies that have seen their earnings 
estimates revised saw them move higher. This compared with just 50% earnings upgrades over the previous 
six weeks. In aggregate, for S&P 500 companies, data from Refinitiv shows that earnings growth is expected 
to be c35% y-o-y in Q3 and c23% in Q4 taking the full year 2021 earnings growth to 48%. Expectation for 
earnings growth for S&P 500 during 2022 currently stands at 8.6% but we see clear upside potential for this 
number. On the seasonality, the Halloween effect – according to which stocks perform better between 
October 31 (Halloween) and May 1 than they do between the beginning of May through the end of October 
– could play out over the next months. In our opinion, all disciplined investors should take the tricks and the 
treats in their stride. We think long-term investors are best served by staying invested into a diversified 
portfolio of assets. Investors with shorter time horizons need to be nimble and agile with the movements in 
the markets. Yet, everyone should keep in mind that most financial market assets – especially risk assets 
– have performed very strongly over the past 18 months as the early cycle environment supported. But as 
we stare at the mid-cycle, it might be reasonable to expect the returns over the next 18 months to be 
markedly lower, albeit positive returns. 

Global markets’ performance snapshot 

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

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

S&P 500 4,545 1.6  21.0   ICE Brent USD/bbl 85.5 0.8  65.1  
Dow Jones 35,677 1.1  16.6   WTI USD/bbl 83.8 1.8  72.6  
Nasdaq 15,090 1.3  17.1   Gold USD/t oz 1,792.7 1.4  -5.6 
DAX 15,543 -0.3 13.3   Silver USD/t oz 24.3 4.3  -7.9 
Nikkei 225 28,805 -0.9 5.0   Platinum USD/t oz 1,044.0 -1.4 -2.6 
FTSE 100 7,205 -0.4 11.5   Copper USD/MT 9,992.0 -5.3 29.1  
Sensex 60,822 -0.8 27.4   Alluminium 2,865.5 -9.0 44.8  

Hang Seng 26,127 3.1  -4.1  Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.16 0.4  -4.7 

ADX* 7,876 0.8  56.1   GBP USD 1.38 0.0  0.6  
DFM* 2,857 2.4  14.7   USD JPY 113.50 -0.6 9.9  
Tadawul 11,940 2.1  37.4   CHF USD 0.92 -0.8 -3.3 

DSM 11,871 1.8  13.8   Rates 

MSM30 3,985 0.7  8.9   USD Libor 3m 0.12 0.2  -48.0 
BHSE 1,724 0.9  15.7   USD Libor 12m 0.30 6.0  -13.3 
KWSE* 6,977 1.3  25.8   UAE Eibor 3m* 0.41 1.2  -19.5 

MSCI  UAE Eibor 12m* 0.63 16.6  -3.8 

MSCI World 3,151 1.3  17.1   US 3m Bills 0.05 17.6  -13.0 
MSCI EM 1,293 0.7  0.1   US 10yr Treasury 1.63 4.0  78.8  

Notes:*Data as of October 20, 2021
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

Yields on 10Y USTs rose to their highest level since early April on Thursday but fell on Friday. Yields on core 
Eurozone bonds climbed as continued hawkishness among some major central banks spurred concerns that 
rate increases might come sooner than previously expected. Peripheral Eurozone bond yields tracked core 
markets. UK gilt yields also jumped following hawkish comments from the Governor of the BoE. The yield on 10Y 
JGBs rose slightly following the inflation data release in Japan. 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 to its new post-pandemic low on Thursday before rising again on Friday. SKEW index, a measure 
of tail risks, fell during the week to one-year average levels. 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 

GCC equity markets outperformed their EM peers last week. Within the region, strength in Dubai, Saudi, and 
Qatari equities helped. 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 

Equity markets posted positive returns for the third consecutive week. DM outperformed EM last week. Within 
DM, North American markets outperformed. Turning to EM, Asian markets outperformed strongly while EM 
LatAm underperformed. Amongst sectors, with the exception of materials, communication services, and energy, 
all sectors posted gains. Real estate, health care, and financials sectors outperformed the most. 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 

HK Tech index rose c7% last week as Chinese President Xi, during the study session of Politburo, emphasized 
the importance to promote healthy development of China's digital economy. 

Commodities  

Precious Metals 
Gold prices rose for a second straight week but remained volatile on concerns of Fed’s stimulus tapering. We 
keep our overweight in gold as a hedge against potential risks on the horizon. 

Energy 
Oil prices closed last week just below their multi-year highs with bullish sentiment about low supplies tamped by 
concerns from world leaders that demand disruptions from the COVID-19 pandemic may not be over. Overall, 

we believe that oil prices will remain sustained as the market approaches a balance. 

Industrial Metals 
Industrial metal prices fell from last week’s multi-year highs on increasing demand concerns. While another 
commodity super-cycle appears difficult, demand for commodities linked to environmental friendly green 
infrastructure is likely to sustain. 

 Currencies  

EURUSD 
EUR rose marginally against the greenback and recovered some of the value lost year-to-date. Re-opening is a 
positive for EUR while risk-off sentiment and the easier policy are moderately negative. 

Critical levels 
    

GBPUSD 
GBP could not gain against the USD despite a broader weakness in latter. Concerns about the Brexit deal and 
a miss on the UK retail sales number for September capped the upside in cable strength. 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 
USD/JPY posted its first weekly loss in five. Thanks to divergence in rates between the USTs and JGBs, JPY 
came under severe pressure against the USD over the previous four weeks. 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 1.1349 S1 1.1496 R1 1.1818 R2 1.1993 

S2 1.3192 S1 1.3474 R1 1.3975 R2 1.4194 

S2 106.85 S1 110.17 R1 115.76 R2 118.03 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

10/25/21 Chicago Fed Nat Activity Index Sep 0.20 0.29 Busy week ahead for data releases 
out of the US. However, the key 

data release would be the Q3 GDP 
print where economists’ consensus 

expects the growth on an 
annualized basis to have 

sequentially slowed to 2.8% in Q3 
from 6.7% in Q2 and 6.3% in Q1. 

Slower growth in consumer 
spending is likely to have driven 
the normalization in economic 

activity overall. For the context, 
personal consumption during Q3 is 

expected to grow at 0.8% 
compared with a 12% growth in the 

previous quarter. 
Staying with consumer, a lot of 

information will be released next 
week. House prices for August, 
Conference Board consumer 
confidence index for October, 

durable goods orders for 
September, personal income and 

spending data for September, PCE 
deflators for September, and 

UMich sentiment data for October 
are all expected to provide a 

snapshot of the US consumer 
activity which is essential for US 

economic output. 
Elsewhere, activity indicators from 

regional Feds like the Chicago Fed, 
Dallas Fed, Richmond Fed, and 

Kansas City Fed will provide useful 
context of the overall activity of 
various economic sectors in the 

US. 

10/25/21 Dallas Fed Manf. Activity Oct 6.2 4.6 

10/26/21 FHFA House Price Index MoM Aug 1.50% 1.40% 

10/26/21 S&P CoreLogic CS US HPI YoY NSA Aug -- 19.70% 

10/26/21 New Home Sales Sep 756k 740k 

10/26/21 Conf. Board Consumer Confidence Oct 108.5 109.3 

10/26/21 Richmond Fed Manufact. Index Oct 5 -3 

10/27/21 MBA Mortgage Applications 22-Oct -- -6.30% 

10/27/21 Wholesale Inventories MoM Sep P 1.00% 1.20% 

10/27/21 Durable Goods Orders Sep P -1.00% 1.80% 

10/28/21 Initial Jobless Claims 23-Oct 290k 290k 

10/28/21 Continuing Claims 16-Oct 2,410k 2,481k 

10/28/21 GDP Annualized QoQ 3Q A 2.80% 6.70% 

10/28/21 Personal Consumption 3Q A 0.80% 12.00% 

10/28/21 Core PCE QoQ 3Q A 4.40% 6.10% 

10/28/21 Pending Home Sales MoM Sep 0.50% 8.10% 

10/28/21 Kansas City Fed Manf. Activity Oct 19 22 

10/29/21 Employment Cost Index 3Q 0.90% 0.70% 

10/29/21 Personal Income Sep -0.20% 0.20% 

10/29/21 Personal Spending Sep 0.60% 0.80% 

10/29/21 PCE Deflator YoY Sep 4.40% 4.30% 

10/29/21 PCE Core Deflator YoY Sep 3.70% 3.60% 

10/29/21 MNI Chicago PMI Oct 64.0 64.7 

10/29/21 U. of Mich. Sentiment Oct F 71.4 71.4 

Japan  

  Indicator Period Expected Prior Comments 

10/25/21 Nationwide Dept Sales YoY Sep -- -11.70% Bank of Japan meeting will be the 
most closely watched event out of 

the Japan this week. BoJ is 
expected to keep its policy rates 

unchanged at the conclusion of its 
October meeting. However, markets 

will closely watch the estimate 
revisions – both GDP and inflation – 

by the BoJ. 

Retail sales, industrial production, 
and housing starts for September 

along with the consumer confidence 
data for October are likely to provide 

more real-time context on the 
economic activity in Japan. 

10/26/21 PPI Services YoY Sep 1.10% 1.00% 

10/28/21 Retail Sales YoY Sep -2.30% -3.20% 

10/28/21 BOJ Policy Balance Rate 28-Oct -0.10% -0.10% 

10/28/21 BOJ 10-Yr Yield Target 28-Oct 0.00% 0.00% 

10/29/21 Tokyo CPI YoY Oct 0.40% 0.30% 

10/29/21 Jobless Rate Sep 2.80% 2.80% 

10/29/21 Industrial Production YoY Sep P 0.40% 8.80% 

10/29/21 Housing Starts YoY Sep 8.00% 7.50% 

10/29/21 Consumer Confidence Index Oct 40.9 37.8 
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Eurozone   

  Indicator Period Expected Prior Comments 

10/25/21 Germany IFO Business Climate Oct 98.0 98.8 Eurozone Q3 GDP is a key data 
release this week. GDP for the bloc 

in aggregate is expected to rise 
3.5% y-o-y in Q3 compared with 
14.3% rise in Q2. However, on a 
sequential basis, GDP growth in 
Eurozone is estimated to have 

remained stable during Q3 at 2.3%. 
GDP from Germany and France will 

also be watched closely. October 
CPI for the overall region and major 

economies will be important to 
watch. Consumer confidence (in 

Germany and France) and 
Germany IFO business climate are 
other important data releases next 

week. 

10/27/21 Germany GfK Consumer Confidence Nov -0.5 0.3 

10/27/21 France Consumer Confidence Oct 101 102 

10/28/21 Germany Unemployment Change Oct -20.0k -30.0k 

10/28/21 Eurozone Consumer Confidence Oct F -- -4.8 

10/28/21 ECB Main Refinancing Rate 28-Oct 0.00% 0.00% 

10/28/21 Germany CPI YoY Oct P 4.40% 4.10% 

10/29/21 France GDP YoY 3Q P 2.50% 18.70% 

10/29/21 France CPI YoY Oct P 2.50% 2.20% 

10/29/21 Germany GDP SA QoQ 3Q P 2.10% 1.60% 

10/29/21 Eurozone CPI Core YoY Oct P 1.90% 1.90% 

10/29/21 Eurozone GDP SA YoY 3Q A 3.50% 14.30% 

United Kingdom   

  Indicator Period Expected Prior Comments 

10/27/21 Autumn budget    The UK Chancellor Rishi Sunak will 
hold a Budget and Spending 

Review, and announce new fiscal 
rules, while the Office for Budget 
Responsibility will publish new 

forecasts. 

10/29/21 Consumer Credit YoY Sep -- -2.40% 

10/29/21 Mortgage Approvals Sep 72.0k 74.5k 

10/29/21 M4 Money Supply YoY Sep -- 7.00% 

China and India   

  

  Indicator Period Expected Prior Comments 

10/27/21 China Industrial Profits YoY Sep -- 10.10% In China, industrial profits data will 
be closely watched given the 

divergence between CPI and PPI. 
10/29/21 India Fiscal Deficit INR Crore Sep -- 146,866 

10/29/21 India Eight Infrastructure Industries Sep -- 11.60% 
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