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Clouds and silver linings 

Markets worried about slowing growth met some hard data last week. Starting with IFO expectations and 
Q3 GDP data from Germany, consumer confidence data of France, Q3 GDP and personal income growth 
data out of the US, and industrial production of Japan – all disappointed. However, stronger than expected 
Q3 GDP for Eurozone overall and lower than expected core PCE in the US provided some respite. 
Moreover, markets continued to move between two narratives tied to ‘stagflationary’ winds – first, that 
weaker growth would restrict the central banks from moving too fast with their rate hikes, and second, that 
rising inflation might indeed incentivise the central banks to withdraw their accommodation at a faster pace. 
The second argument is extended further, especially by the bond markets, to factor in a ‘policy error’ that 
would eventually weaken the growth over medium-term. Amidst all this confusion, strong earnings season 
helped improve the equity risk sentiment. Of course, stock investors rewarded the winners of this reporting 
season and also punished the losers. Yet the overall signal from the earnings season remained positive. In 
the US, c82% of the companies that reported results for Q3 have delivered higher than expected earnings. 
As a result, equities posted gains over the week. DMs posted gains and outperformed EMs which registered 
losses. Within DM, US outperformed the most. A negative surprise on the Q3 GDP data in the US created 
a downward pressure on 10Y UST yields last week. Broader USD rebounded strongly in the latter part of 
last week ending higher for the period. Gold prices fell marginally last week driven by USD strength. Silver 
and platinum prices fell further extending their year-to-date losses. Oil prices fell through the week after 
reaching multi-year highs on Monday. With demand outlook improving gradually, markets are closely 
watching the 22nd OPEC and non-OPEC Ministerial Meeting on 4th November. Alluminium prices fell last 
week to their lowest in eight, as falling thermal coal prices eased supply concerns. 

Getting flat 

It has been a rollercoaster ride for the global fixed income market with increasing worries of stagflation 
leading to faster and aggressive pricing of rate hikes. Last week the key word in the fixed income markets 
was “flat”. DM bond markets from Australia to Canada saw their yield curve flattening, led by faster rise in 
short-term rates. On the other hand, long-term rates dropped on concerns that a “policy error” by the central 
banks will prove detrimental to the growth outlook while disappointing economic data only added to these 
growth concerns. With the inflation pressures rising globally, it is just not the Fed’s reaction the markets are 
worried about. The Bank of Canada ended its quantitative easing program and moved forward its timeline 
for rate normalization. Investors are betting that the Bank of England could be the first one to hike policy 
rates at the upcoming meeting this week. The question now is will the synchronized global central bank 
tightening force the Fed to also react sooner. While we believe that inflation uncertainty remains high, we 
do not expect the Fed to jump on the bandwagon yet. At least that will be the key message the Fed could 
aim to communicate in the upcoming Fed meeting along with the taper announcement. Amidst all the 
uncertainty, we are certain that bond yields could remain volatile ahead. Hence, it is important to stay short 
duration. We recommend holding a short-duration stance on USTs versus the global bond benchmark index 
but remain overweight on the 5yr intermediate bonds. Amongst corporate bonds, we remain neutral on 
investment grade (in US and EU) and underweight on high yield segment (both US and EU); we prefer AA 
and BB rated bonds. In the EM, we remain neutral on EM USD bonds and underweight on EM local currency 
bonds with evidence of EM central banks already accelerating their pace of tightening. 

Global markets’ performance snapshot 

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

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

S&P 500 4,605 1.3  22.6   Brent USD/bbl 84.4 -1.3 61.6  
Dow Jones 35,820 0.4  17.0   WTI USD/bbl 83.6 -0.2 72.2  
Nasdaq 15,498 2.7  20.3   Gold USD/t oz 1,783.4 -0.5 -6.1 
DAX 15,689 0.9  14.4   Silver USD/t oz 23.9 -1.7 -9.5 
Nikkei 225 28,893 0.3  5.3   Platinum USD/t oz 1,022.2 -2.1 -4.7 
FTSE 100 7,238 0.5  12.0   Copper USD/MT 9,955.0 -0.4 28.6  
Sensex 59,307 -2.5 24.2   Alluminium 2,712.3 -5.3 37.1  

Hang Seng 25,377 -2.9 -6.8  Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.16 -0.7 -5.4 

ADX 7,873 0.0 56.0   GBP USD 1.37 -0.5 0.1  
DFM 2,861 0.1  14.8   USD JPY 113.95 0.4  10.4  
Tadawul 11,759 -1.5 35.3   CHF USD 0.92 0.0  -3.4 

DSM 11,807 -0.5 13.1   Rates 

MSM30 4,062 2.0  11.0   USD Libor 3m 0.13 5.4  -44.8 
BHSE 1,742 1.0  16.9   USD Libor 12m 0.37 17.0  8.4  
KWSE 7,100 1.8  28.0   UAE Eibor 3m 0.35 -16.3 -32.7 

MSCI  UAE Eibor 12m 0.66 4.6  0.6  

MSCI World 3,175 0.7  18.0   US 3m Bills 0.05 -5.0 -17.3 
MSCI EM 1,265 -2.2 -2.1  US 10yr Treasury 1.55 -4.9 70.0  
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

A negative surprise on the Q3 GDP data in the US created a downward pressure on 10Y UST yields last week. 
Core Eurozone bond yields fell on concerns of a potential policy error by the central banks, but they rebounded 
after ECB President Christine Lagarde did little to push back against markets pricing two rate hikes next year, 
contrary to expectations. Peripheral Eurozone bond yields largely tracked core markets. Yields on UK gilts fell 
on reduce expectations for further issuance, driven by estimates from the Debt Management Office. Yield on 10y 
JGBs ended the week unchanged. 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 rose marginally last week and remained close to the post-pandemic lows. SKEW index a measure of 
tail risks remained fairly contained. 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 indices registered losses but managed to outperform other EMs. Within the region, Kuwait stocks 
outperformed with strong gains. UAE stocks ended broadly unchanged. Saudi equities, underperformed strongly 
as oil prices weakened and earnings disappointments weighed. 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 

Equities posted gains over the week. DMs posted gains and outperformed EMs which registered losses. Within 
DM, US outperformed the most. EMs were dragged down by weak performance across the board. Sector wise, 
consumer discretionary, IT, and healthcare outperformed while energy, real estate, financials, and materials 
lagged significantly. 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 

Nasdaq-100 rose c3% over the week while HK tech index lost 6% after strong rebound in prior weeks. Weaker 
than expected earnings season in China and ongoing concerns about growth exerted a drag on Chinese stocks. 

Commodities  

Precious Metals 
Gold prices fell marginally last week driven by USD strength. Silver and platinum prices fell further extending 
their year-to-date losses. We keep our overweight in gold as a hedge against potential risks on the horizon. 

Energy 
Oil prices fell through the week after reaching multi-year highs on Monday. With demand outlook improving 
gradually, markets are closely watching the 22nd OPEC and non-OPEC Ministerial Meeting on 4th November. 
Overall, we believe that oil prices will remain sustained as the market approaches a balance. 

Industrial Metals 
Alluminium prices fell last week to their lowest in eight, as falling thermal coal prices eased supply concerns. 
While another commodity super-cycle appears difficult, demand for commodities linked to environmental friendly 

green infrastructure is likely to sustain. 

 Currencies  

EURUSD 
EUR was volatile against the USD as the market contemplated on the potential tightening at the ECB and the 
US Fed. Re-opening is a positive for EUR while risk-off sentiment and the easier policy are moderately negative. 

Critical levels 
    

GBPUSD 
GBP lost some value against the USD on the strength in the latter over the past week. BoE meeting this week is 
likely to influence the behavior of GBP in the weeks to come. 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 
USDJPY moved higher driven by broader USD strength. 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 1.1381 S1 1.1470 R1 1.1701 R2 1.1843 

S2 1.3220 S1 1.3451 R1 1.3874 R2 1.4066 

S2 107.01 S1 110.48 R1 116.06 R2 118.17 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

11/01/21 Markit US Manufacturing PMI Oct F 59.2 59.2 FOMC meeting will get most 
attention this week. Markets expect 
the Fed to announce the start of its 

tapering of asset purchases. 
Details on the pace of tapering will 

be monitored not least because 
they provide a hint for when the 
interest rate normalization might 
begin. Whilst the Fed has been 
clear in its communication that 
tapering is not tightening, the 

challenge lies in trying to convince 
the markets further that interest 
rate raises are farther ahead. 

In terms of economic activity data, 
final prints of Markit PMIs and 

monthly prints of ISM 
(manufacturing and services) for 

October will be closely watched; all 
these data points are expected to 

show stable economic momentum. 
This week is also busy with a lot of 

labour market data. The ADP 
employment change for October, 

weekly jobless claims, and October 
unemployment rate are all 

expected to show a gradual 
improvement in the job market.  

11/01/21 Construction Spending MoM Sep 0.40% 0.00% 

11/01/21 ISM Manufacturing Oct 60.5 61.1 

11/03/21 MBA Mortgage Applications 29-Oct -- 0.30% 

11/03/21 ADP Employment Change Oct 400k 568k 

11/03/21 ISM Services Index Oct 62.0 61.9 

11/03/21 Factory Orders Sep 0.00% 1.20% 

11/03/21 Durable Goods Orders Sep F -0.40% -0.40% 

11/03/21 Markit US Services PMI Oct F 58.2 58.2 

11/03/21 FOMC Rate Decision 3-Nov 0.00%-0.25% 0.00%-0.25% 

11/03/21 Interest on Reserve Balances Rate 4-Nov 0.15% 0.15% 

11/04/21 Initial Jobless Claims 30-Oct 275k 281k 

11/04/21 Continuing Claims 23-Oct 2,136k 2,243k 

11/04/21 Nonfarm Productivity 3Q P -3.20% 2.10% 

11/04/21 Unit Labor Costs 3Q P 6.90% 1.30% 

11/04/21 Trade Balance (USDbn) Sep -79.9 -73.3 

11/05/21 Change in Nonfarm Payrolls Oct 450k 194k 

11/05/21 Unemployment Rate Oct 4.70% 4.80% 

11/05/21 Average Hourly Earnings YoY Oct 4.90% 4.60% 

11/05/21 Labor Force Participation Rate Oct 61.80% 61.60% 

Japan  

  Indicator Period Expected Prior Comments 

11/01/21 Jibun Bank Japan PMI Mfg Oct F -- 53.0 Final prints of manufacturing and 
services PMIs will be closely 

watched; especially the services 
sector PMI which is expected to 
point to an expansion for the first 

time in 20 months. 

11/01/21 Vehicle Sales YoY Oct -- -30.00% 

11/02/21 Monetary Base YoY Oct -- 11.70% 

11/03/21 Jibun Bank Japan PMI Services Oct F -- 50.7 

11/05/21 Household Spending YoY Sep -3.50% -3.00% 

Eurozone   

  Indicator Period Expected Prior Comments 

11/02/21 Markit Eurozone Manuf. PMI Oct F 58.5 58.5 Eurozone unemployment rate is 
expected to have fallen albeit only 

slightly in September. Industrial 
production growth in Germany and 

France are expected to have 
softened in September reflecting 

the supply chain constraints. 
Eurozone retail sales growth is 
expected to have picked up in 

September. 

11/03/21 Eurozone Unemployment Rate Sep 7.40% 7.50% 

11/04/21 Markit Eurozone Services PMI Oct F 54.7 54.7 

11/04/21 Eurozone PPI YoY Sep 15.40% 13.40% 

11/05/21 Germany IP YoY Sep 1.50% 1.70% 

11/05/21 France IP YoY Sep 2.50% 3.90% 

11/05/21 France Manuf. Production YoY Sep 3.50% 4.30% 

11/05/21 Eurozone Retail Sales YoY Sep 1.50% 0.00% 
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United Kingdom   

  Indicator Period Expected Prior Comments 

11/01/21 Markit UK PMI Manufacturing SA Oct F 57.7 57.7 
The market conviction is for a 

November rate rise from the Bank of 
England due to strong labour market 

data, rising inflation expectations, 
and no firm pushback from the 
MPC. However, corporate bond 
buying and gilt purchases are 

expected to remain unchanged. 

11/03/21 Nationwide House Px NSA YoY Oct 9.20% 10.00% 

11/03/21 Markit/CIPS UK Services PMI Oct F 58.0 58.0 

11/04/21 New Car Registrations YoY Oct -- -34.40% 

11/04/21 Bank of England Bank Rate 4-Nov 0.25% 0.10% 

11/04/21 BOE Corporate Bond Target (GBPbn) Nov 20 20 

11/04/21 BOE Gilt Purchase Target (GBPbn) Nov 875 875 

China and India   

  

  Indicator Period Expected Prior Comments 

10/31/21 China Non-manufacturing PMI Oct 53.0 53.2 In China, PMIs from NBS and Caixin 
are expected to point to a stable 

environment in both manufacturing 
and services sectors. 

Markets will watch if the 
manufacturing and services sector 

PMIs in India still point to an 
expansion in October.  

10/31/21 China Manufacturing PMI Oct 49.7 49.6 

11/01/21 Caixin China PMI Mfg Oct 50.0 50.0 

11/01/21 Markit India PMI Mfg Oct -- 53.7 

11/03/21 Caixin China PMI Services Oct 53.5 53.4 

11/03/21 Markit India PMI Services Oct -- 55.2 
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