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Commodity decline supports global equities despite growth concerns  

Global equity markets gained moderately last week despite the global growth concerns remained even 

as the decline in commodity prices continued that raised the hope for delayed Fed action. The US 

equity market could have got some support from the positive surprises in quarterly earnings 

announcements as well. However, note that the aggregate earnings of the S&P 500 companies are 

expected to decline on year-on-year basis and positive surprises do not necessarily mean rising 

earnings. Commodity prices have tumbled in the past weeks as cloud gets thicker around the growth 

in China while growth prospects moderate in developed economies. The US growth rebound was 

muted in the second quarter despite upward revision in the first quarter growth. Even though the Fed 

showed more confidence through its latest FOMC statement, we believe that the recently released 

economic data do not provide sufficient ground for the Fed to start lifting the rate as growth remains 

anaemic while commodity price decline and muted wage growth clouds inflation picture.      

Markets will remain focused on economic releases 

Economic releases from the major markets will be under focus this week as markets will assess the 

growth dynamics. Personal income and spending will provide a clue about how the only major 

contributor to the US growth fared during the last month of the second quarter. This along with a few 

more data coming later this month will also provide a sense of how the second quarter GDP number 

could be revised. Later at the end of the week, job market data will likely have notable impact on the 

market as Fed’s continuous mention of the indicators.  
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,103.8 1.2 2.2 

Dow  Jones 17,689.9 0.7 -0.7

Nasdaq 5,128.3 0.8 8.3 

DAX 40 11,309.0 -0.3 15.3 

Nikkei 225 20,585.2 0.2 18.0 

FTSE 100 6,696.3 1.8 2.0 

Sensex 28,114.6 0.0 2.2 

Hang Seng 24636.3 -2.0 4.4 

ADX 4834.2 -1.3 6.7 

DFM 4143.2 -1.4 9.8 

Tadaw ul 9098.3 -2.9 9.2 

DSM 11785.2 -1.3 -4.1

MSM30 6558.18 -0.5 3.4 

BHSE 1331.7 -0.4 -6.7

KWSE 6253.7 -0.5 -4.3

MSCI World 1,765.6 1.2 3.3 

MSCI EM 901.7 -1.0 -5.7

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 52.2 -4.4 -8.9

Nymex WTI USD/bbl 47.1 -2.1 -11.5

OPEC Baskt USD/bbl 51.5 -1.2 -1.1

Gold 100 oz USD/t oz 1095.8 -0.3 -7.5

Platimum USD/t oz 983.4 -0.4 -18.6

Copper USD/MT 236.4 -0.8 -16.4

Alluminium 1589.5 -1.5 -13.3

EUR 1.0984 0.0 -9.2

GBP 1.5622 0.7 0.3 

JPY 123.89 0.1 -3.3

CHF 0.9663 0.4 2.9 

USD Libor 3m 0.3086 5.1 20.7 

USD Libor 12m 0.8284 2.6 31.7 

UAE Eibor 3m 0.7600 0.6 12.2 

UAE Eibor 12m 1.0929 0.7 7.6 

US 3m Bills 0.0610 100.0 71.8 

US 10yr Treasury 2.1801 -3.6 0.4 

Global Commodities, Currencies and Rates

Currencies

Rates
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Economic data belie FOMC confidence 
FOMC more confident about economic recovery 

Even though markets were not expecting any action from the 

Fed last week, the later upgraded its economic assessment for 

the US economy. The central bank considered the job gains 

were “solid” as compared to its previous assessment of “pick-

up in the pace” while considered the underutilization of labor 

resources had “diminished” as compared to its previous 

assessment of “diminished somewhat”. This is in line with what 

many FOMC members have been stating during their public 

speeches that the rate hike is likely to happen later this year.   

However, a tepid recovery from the first quarter slump….  

Although FOMC seems to be turning more confident on the 

economic activity, real data does not provide us that much 

confidence. Revision has put the first quarter GDP growth into 

positive territory, though, second quarter recovery is at best 

can be considered as tepid if we compare with the same period 

last year (2.3% in Q2-15 vs 4.6% in Q2-14). Moreover, the 

second quarter growth also came mainly from the consumer 

side while investment slowed sharply. Government and net 

exports contributed only marginally.  

 

Source: BEA  

… and disappointing wage growth and lower commodity 

prices drag on inflation 

Despite solid job growth over the last years, there is little 

evidence of wage pressure building up. The monthly series of 

the average hourly earnings growth is stuck around 2% while 

quarterly series of Bureau of Labor Statistics employment cost 

index shows weakest quarterly wage growth on the record in 

the second quarter. On top of that, recent bout of commodity 

price decline will have another round of moderation in headline 

inflation in coming months. This will translate into a moderating 

factor for the core inflation in a few months down the line. At 

the same time, the strong dollar will also remain a moderating 

factor through decline in import prices.  

 

Source: BLS   

So, we reiterate our position on the Fed 

Fed still has two more months’ economic data to look at before 

it will meet in September. Job market data and possible revision 

in the second quarter GDP growth are going to be crucial for 

the central bank to move on the rate front. Having said that, 

considering the Fed officials’ statements, in particular Fed 

Chair statement in the recent past when they spoke about the 

possibility of the start of the “lift-off” later this year, we see only 

a small and gradual rate hike. We reiterate our bias towards the 

possibility of no hike this year.  

Commodity price decline, monsoon and likely muted Fed 

action turning positive for India despite sluggish recovery 

The recent bout of commodity price decline and fading fear of 

deficient monsoon are going to improve inflationary dynamics 

in India. This will not only provide extra room for the monetary 

policy easing by containing inflation but also through more 

control over the subsidy provisions by the government. This will 

create room for further monetary easing by the central bank 

later this year.  

Although government’s major reform process continues to be 

slow, partly due to parliamentary logjam, many executive 

decisions such as recapitalisation of public sector banks 

(majority government owned) and announcement of highway 

projects worth almost $93 billion are generating investors’ 

interest.      

Our expectations of muted action by the Federal Reserve is 

likely to be supportive to the Emerging markets in general and 

the Indian market in particular.  
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Summary market outlook 

Global Yields 

Despite more confidence in the economy from the FOMC statement, some of the negatively surprising 

economic releases along with declining energy and commodity prices pushed the US Treasury yields 

further lower. Yield could trend further lower as markets re-asses inflation and Fed expectations in light 

of lower commodity prices. European sovereign yields also eased due to lower commodity prices 

despite higher core inflation. Yields are expected to remain on easing trend.  

Stress and Risk 

Indicators 

The VIX index eased as equity markets in the US gained over the last week. Again, it has moved closer 

to its lower range which suggests that further potential for the decline is limited. Sovereign CDS spreads 

were also largely stable with small downtick.     

Precious Metals 
Precious metals remained largely stable last week after a sharp correction in the prior weeks. We 

remain cautious on the outlook despite the price correction.  

Local Equity Markets 

We remain cautious on the GCC markets in the near term as the recent decline in the oil price is 

expected to have impact on the sentiment. The recent leg of the oil price decline, if sustained, could 

push investors start looking afresh at the sustainability of the government support to the non-oil 

activities.     

Global Equity Markets 
Global equity benefitted by the decline in the commodity prices. Adjustments in Fed hike expectations 

could further support the markets in the near term, particularly in the developed economies and 

commodity importing emerging market economies.      

Energy 
Energy prices remained under pressure last week as well mainly due to China’s economic releases 

continued to disappoint. Although we remain constructive on the energy prices in the medium term, 

near term volatility is not ruled out.    

Industrial Metals 
Uncertainty around the Emerging Economies growth, in particular China’s, continues to weigh heavily 

on the industrial metals.  

Currencies Commentary Critical levels 

EURUSD 

The euro closed almost flat after being stronger for the major part of the last week. 

Important set of economic data are scheduled to be released in the US which are going 

to drive the currency cross this week. We do not expect the euro to break-out either 

side of the range 1.09-1.11 in the near term.    

R2 - 1.1238 
R1 - 1.1111 
S1 - 1.0875 
S2 - 1.0766 
 

GBPUSD 

Strength in the UK economic data continues to support the British pound despite a 

general positive trend in the US dollar. The former gained last week as the second 

quarter GDP number was relatively stronger in the UK. Lower commodity prices are 

expected to be positive for the currency as Fed hike expectations adjust accordingly.      

R2 - 1.5800 
R1 - 1.5711 
S1 - 1.5512 
S2 - 1.5402 

USDJPY 

The Japanese yen moved in a narrow range last week despite inflation surprising on 

the positive side. The BoJ meeting this week is unlikely to make any changes in its QE 

program which is likely to keep the currency pair largely stable around the current 

levels.       

R2 – 125.40 
R1 – 124.64 
S1 – 123.07 
S2 – 122.26 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

08/03/2015 Personal Income Jun 0.3% 0.5% 

Important set of data to be 
released, inflation and job market 

to be under the focus.  

08/03/2015 Personal Spending Jun 0.2% 0.9% 

08/03/2015 PCE Core YoY Jun 1.2% 1.2% 

08/03/2015 ISM Manufacturing Jul 53.5 53.5 

08/04/2015 Factory Orders Jun 1.7% -1.0% 

08/07/2015 Change in Nonfarm Payroll Jul 225K 223K 

08/07/2015 Average Hourly Earnings YoY Jul 2.3% 2.0% 

08/07/2015 Unemployment Rate Jul 5.3% 5.3% 

 

Japan 

  Indicators Period Expected Prior Comments 

08/03/2015  Nikkei Japan Mfg PMI Jul F NA 51.4 
Mfg PMI and labour earnings are 

important data points to 
understand the sustainability of 

economic recovery in Japan 

08/04/2015 Labour Cash Earnings YoY Jun 0.9% 0.7% 

08/06/2015 Leading Index CI Jun P 106.9 106.2 

08/06/2015 Coincident Index Jun P 110.2 109.0 

 

Euro zone 

  Indicators Period Expected Prior Comments 

08/03/2015  Markit Mfg PMI Jul F 52.2 52.2 

Business cycle data – Manufacturing 
PMI, factory orders and Industrial 

production – will be closely looked at.   

08/04/2015  PPI YoY Jun -2.2% -2.0% 

08/05/2015  Retail Sales YoY Jun -0.2% 0.2% 

08/06/2015  Factory Orders MoM (Germany) Jun 0.3% -0.2% 

08/07/2015  Industrial Production MoM (GE) Jun 0.3% 0% 

 

China and India 

  Indicators Period Expected Prior Comments 

08/03/2015 Caixin Mfg PMI (China) Jul F 48.3 48.2 

Market will focus on China’s 
trade and inflation data along 

with India’s PMI and RBI 
statement.  

08/08/2015 Trade Balance (China) Jul $53.4B $46.5B 

08/08/2015 Exports YoY (China) Jul 0% 2.8% 

08/08/2015 Imports YoY (China) Jul -7% -6.1% 

08/09/2015 CPI YoY (China) Jul 1.5% 1.4% 

08/03/2015 Nikkei Mfg PMI (India) Jul NA 51.3 

08/04/2015 RBI Policy announcement (India) Aug No change expected 
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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. RTTNews 

4. Reuters 

5. Gulfbase 

6. Zawya 

 

Disclaimer 
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 Abu Dhabi Commercial Bank PJSC (“ADCB”) to enter into any transaction.   

The content of this publication should not be considered 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. 

Information contained herein is based on various sources, including but not limited to public information, annual reports and statistical 

data that ADCB considers accurate and reliable.  However, ADCB 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 qualified customers of ADCB. 

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. ADCB expressly disclaims any obligation to update or revise any forward looking statements to reflect new information, events 

or circumstances after the date of this publication or to reflect the occurrence of unanticipated events. 

ADCB 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 the foregoing services 

may at time give rise to a conflict of interest that could affect the objectivity of this publication. 

Past performance does not guarantee future results.  Investment products are not bank deposits and are not guaranteed by ADCB.  

They are subject to investment risks, including possible loss of principal amount invested.  Please refer to ADCB’s Terms and Conditions 

for Investment Services. 

This publication is being furnished to you solely for your information and neither it nor any part of it may be used, forwarded, disclosed, 

distributed or delivered to anyone else. You may not copy, reproduce, display, modify or create derivative works from any data or 

information contained in this publication. 
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