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Progress on the Greek debt issue still fragile  

Global equity markets rallied last week as a tentative Greek bailout package made progress. The euro 

also resumed its downward trajectory as the volatility due to the Greek debt issue subsided. However, 

the lack of enthusiasm for the current agreement, by key players such as Greece, Germany and the 

IMF (albeit for different reasons), is a harbinger for further problems to come. A Grexit is still a distinct 

possibility. Having said so, any setback in the Greek bailout progress is likely to have only a temporary 

impact on the markets.   

Markets to focus on Fed hike expectations and China growth 

As the noise from the Greek debt issue goes away, global financial markets are expected to focus back 

on the Fed rate hike expectations and China’s growth dynamics. During her semi-annual testimony to 

the US Congress last week Fed chair reiterated that there was a possibility of lift-off later this year if 

the current economic assessment remained on track. However, we focus more on her assessment of 

the job market conditions which she considered not yet consistent with maximum employment and 

benign inflation outlook. In the coming days and weeks, it is likely to remain the main focus of the 

market as expectations build up (they will be increasingly data driven towards the end of this month). 

Another focus will be China’s growth as recent economic releases have shown improvement. It will 

important for markets to see if these improvements are sustainable in the medium term. We believe 

that the recent improvements are the result of monetary and targeted fiscal stimulus which is likely to 

fade away in coming months. However, it could further improve marginally before turning around.    
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Past week global markets’ performance 

Index Latest
Weekly 

Chg %
YTD %

S&P 500 2,126.6 2.4 3.3 

Dow  Jones 18,086.5 1.8 1.5 

Nasdaq 5,210.1 4.3 10.0 

DAX 40 11,673.4 3.2 19.0 

Nikkei 225 20,650.9 4.4 18.3 

FTSE 100 6,775.1 1.5 3.2 

Sensex 28,415.9 2.9 3.3 

Hang Seng 25354.7 2.1 7.4 

ADX 4809.9 2.2 6.2 

DFM 4101.9 2.1 8.7 

Tadaw ul 9337.9 0.6 12.1 

DSM 12009.5 1.1 -2.2

MSM30 6543.87 1.7 3.2 

BHSE 1335.0 0.0 -6.4

KWSE 6276.4 2.2 -4.0

MSCI World 1,780.8 2.2 4.2 

MSCI EM 941.7 0.9 -1.5

Index Snapshot (World Indices)

Regional Markets (Sunday to Thursday)

MSCI

 

Commodity Latest
Weekly 

Chg %
YTD %

ICE Brent USD/bbl 57.0 -2.8 -0.6

Nymex WTI USD/bbl 50.8 -3.5 -4.7

OPEC Baskt USD/bbl 54.9 -1.9 5.7 

Gold 100 oz USD/t oz 1108.8 -2.5 -6.4

Platimum USD/t oz 971.2 -3.6 -19.6

Copper USD/MT 248.8 -1.6 -12.0

Alluminium 1670.75 0.8 -8.9

EUR 1.0825 -3.0 -10.5

GBP 1.5591 0.5 0.1 

JPY 124.16 1.1 -3.5

CHF 0.9633 2.4 3.2 

USD Libor 3m 0.2918 2.1 14.1 

USD Libor 12m 0.7757 1.7 23.4 

UAE Eibor 3m 0.7557 0.4 11.6 

UAE Eibor 12m 1.0857 0.0 6.9 

US 3m Bills 0.0152 199.2 -57.2

US 10yr Treasury 2.3469 -2.1 8.1 

Global Commodities, Currencies and Rates

Currencies

Rates
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After the Greek noise, focus again on the main issues: Fed hikes and China growth
Apparent progress on the Greek debt issue could be 

fragile 

The recent progress on the Greek debt issue could be fragile. 

The Greek prime minister’s own party did not support him fully 

in enacting the required reforms in the Greek parliament, a pre-

condition for the third bailout from its creditors. Even though he 

got support from opposition parties while almost one-third of his 

own party members did not support the reforms in the 

parliament, it reflects a fragile domestic political situation. The 

prime minister also made a statement that he was not happy 

with the deal, but due to lack any other alternatives he accepted 

the deal. On the other hand, the German finance minister 

seems clearly to favour a Grexit over another bailout package. 

Meanwhile, therefore IMF also voiced its concerns about the 

effectiveness of the new package and the sustainability of the 

Greek debt. Therefore, even after the apparent progress, the 

situation remains a fragile one. Having said that, any setback 

in the progress is likely to have only a temporary impact on 

markets going forward, for reasons we have already analysed 

(see our last four weekly reports).    

Markets will focus back on the Fed  

Last week the focus was on Fed chair Mrs. Yellen’s testimony 

to Congress, where she again reiterated that the FOMC could 

start raising the Fed funds rate later this year. However, at the 

same time she also summed up that while labour market 

conditions had improved substantially, in the FOMC’s 

judgement, they are not yet consistent with maximum 

employment. She was also dovish on the inflation dynamics 

even as she expected growth to pick up. Our stance remains 

consistent with the testimony - even if the FOMC starts raising 

rates this year, it will be a gradual process which will not push 

US Treasury yields much higher in coming months. The market 

reaction also suggests the same, as the US Treasury yields 

moved lower instead of rising higher and equity markets 

trended higher instead of reacting negatively on the testimony 

last week.  

Source: Bloomberg 

Although equity and bond markets did not react to the 

testimony, in particular the reiteration of a possible rate hike 

later this year, the US dollar continued its appreciating trend. 

In coming months, the US dollar will be one of the most 

important factors, markets will focus on, especially many 

emerging equity and bond markets. Countries with still high or 

increasing current account deficits could face some volatility in 

their currency and equity markets. Turkey and Indonesia could 

see pressure on their respective currencies to depreciate while 

India, Malaysia and Philippines currencies are expected to be 

relatively stable.    

China growth slowdown bottoming out? 

Another important issue for the markets will be the growth 

dynamics in China especially after a good set of economic 

releases last week. Not only was the second quarter real GDP 

growth number better than expected (7% vs. 6.8%), monthly 

series on industrial production, fixed investment, retail sales 

and credit growth surprised positively. Moreover, house price 

also gained in many cities last month.  

   

Source: Bloomberg 

The recent monetary measures taken by the central bank and 

the targeted fiscal stimulus by the government might have 

improved the economic activity in the near term. It is also 

important to note that the government’s growth target of 7% in 

2015 can only be achieved with such stimulus. We could see a 

further small pick-up in economic activity as the effect of recent 

sharp monetary easing takes hold. However, like any other 

stimulus based growth, this rebound is likely to be temporary. 

This is even more so as the potential for credit induced growth 

in China is limited for obvious reasons: country needs more 

consumption rather than investment. A transition from 

investment and exports led growth to consumption led growth 

will take time and in the process slow down the real economic 

growth. Moreover, as the economy becomes more 

consumption driven, real GDP is unlikely to replicate the double 

digit growth achieved in prior years of the Great Financial Crisis 

of 2008-09.  
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Summary market outlook 

Global Yields 

Despite Mrs. Yellen’s testimony and progress on the Greek debt issue, US sovereign yields eased last 

week. European sovereign yields also eased, and could continue this week as well. However, we 

caution that the initial euphoria of the apparent progress made on the Greek debt issue could die down 

faster than anticipated as we still see unhappiness on both sides (Germany and Greece). Dissenting 

voice also came from the IMF that questioned the effectiveness of the bailout packages. Domestic 

political conditions in Greece are also far from stable.  

Stress and Risk 

Indicators 

Risk indicators eased with the progress on the Greek debt issue. The VIX index is already very close 

to this year low and also not very far from the all-time lows. Therefore, it’s unlikely to move much lower 

from the current levels. Sovereign CDS spreads, in particular European ones eased. The down-tick in 

Portugal’s spread was significant.   

Precious Metals 
Precious metal prices are under tremendous pressure as we write this piece of report. It could be a 

volatile week for the asset class.         

Local Equity Markets 
Many GCC equity markets will remain close for next days this week for Eid festivities. The main factors 

for the markets in coming days, when they open, would be the companies’ quarterly earnings result. 

The recent decline in the oil price could also affect market sentiments if it falls further.    

Global Equity Markets 
Progress on the Greek debt issue certainly contributed to the rally in the major equity markets and the 

European markets in particular. Now in the near term, the markets will be guided by quarterly earnings 

announcements by companies.   

Energy 

Energy prices remained under pressure as the Iranian nuclear deal with Western countries induced 

speculation about the increased supply. At the same time, the dollar appreciation also had an effect. 

We remain of the view that the Brent price will not sustain significantly below $60 per barrel and should 

come back closer to the mark in the near term.  

Industrial Metals 
The recent rally in commodities has now by and large been undone in view of continuing slow growth 

in China  

Currencies Commentary Critical levels 

EURUSD 

The euro resumed its downward trajectory as the Greek debt issue related volatility 

subsided. Mrs. Yellen words also probably supported the trend. We continue to see 

this trend to remain intact while the pace is likely to be slower.  

R2 - 1.1320 
R1 - 1.1075 
S1 - 1.0707 
S2 - 1.0584 
 

GBPUSD 

Strong wage gains and BoE government statement supported the pound as it closed a 

relatively volatile week almost flat. The currency pair will continue to be pulled and 

pushed in coming days with relative strength in economic data and central banks’ policy 

rate expectations. 

R2 - 1.5801 
R1 - 1.5700 
S1 - 1.5475 
S2 - 1.5351 

USDJPY 

The disappointing set of economic releases last week pushed the yen lower. However, 

with further change in monetary policy or economic reality, we do expect the currency 

to go significantly lower from here.     

R2 – 125.72 
R1 – 124.90 
S1 – 122.60 
S2 – 121.12 
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Forthcoming important economic data 

United States

  Indicators Period Expected Prior Comments 

07/22/2015 Existing Home Sales Jun 5.4mn 5.35mn 

Housing and investment indicators 
will be under scrutiny from the 

market.   

07/23/2015 Markit Mfg PMI July P 53.6 53.6 

  07/24/2015 New Home Sales Jun 546k 546k 

07/27/2015 Durable Goods Orders Jun 2.7% -2.2% 

07/27/2015 Durables Ex- Transportation Jun 0.6% 0% 

07/27/2015 Cap Goods Orders Nondef Jun NA -0.4% 

 

Japan 

  Indicators Period Expected Prior Comments 

07/22/2015  All Industry Activity Index MoM May -0.6% 0.1% 
After disappointing economic data 

last week, markets will see how 
trade and PMI are faring.  

07/23/2015 Trade Balance Jun ¥46bn -¥217bn 

07/23/2015 Exports YoY Jun 10% 2.4% 

07/24/2015 Nikkei Mfg PMI  Jul P 50.5 50.1 

 

Euro zone 

  Indicators Period Expected Prior Comments 

07/23/2015  Consumer Confidence Jul A -5.8 -5.6 

Market would look for preliminary 
PMI data to gauge if growth was on 
track during the peak of the Greek 

debt crisis recently.  

07/24/2015  Markit Mfg PMI Jul P 52.5 52.5 

07/24/2015  Markit/BME Mfg PMI (Germany) Jul P 51.9 51.9 

07/27/2015  IFO Expectations (Germany) Jul NA 102 

07/27/2015  Retail Sales MoM (Germany) Jun NA 0.2% 

      

 

China and India 

  Indicators Period Expected Prior Comments 

07/24/2015 Caixin Mfg PMI (China) Jul P 49.7 49.4 In a data light week, markets will 
focus on PMI in China and 

Infrastructure sector growth in 
India.   

07/27/2015 Industrial Profits YoY (China) Jun NA 0.6% 

07/24/2015 Infrastructure sector growth (India) Jun NA 4.4% 
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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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