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US stocks fall amid weak economic data 
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• The Euro Area announces April’s m/m and y/y retail sales. 

• The US releases May’s nonfarm payrolls data. 

OVERVIEW 

• US stocks fall as jobs data outweigh Biden tax pitch. 

• Yield hunt sends rate on riskiest Europe bank debt to record low. 

• Ant Group gets go-ahead for consumer lending unit. 

• Oil little changed as broader selloff compounds US fuel supply rise. 

• Gold retreats after Fed stimulus comments, dollar gains. 

DEVELOPED MARKETS EQUITIES 

US 

US equities fell Thursday (3 June) as investors digested a raft of economic data 

and US President Joe Biden’s indication that he may be open to a lower 

corporate tax rate than 28%. 

The S&P 500 Index rose from session lows after Biden was said to have pitched 

a 15% minimum tax on US corporations as a way to fund a bipartisan 

infrastructure package. However, the bounce was not enough to erase earlier 

declines on concerns the Federal Reserve may withdraw its support sooner 

than expected. An ADP report showed payrolls at US firms gained by the most 

in nearly a year, while additional figures on the economic health of the services 

sector rose to the highest on record. 

The dollar was stronger. Commodities, including gold and copper, were lower. 

And Treasuries fell. Meanwhile, the rally in so-called meme stocks including 

AMC Entertainment Holdings Inc began to fade. 

With US equities locked in a tight range for the past month, investors are on 

the lookout for any signs that the Fed might start to taper its asset purchases. 

St. Louis Fed President James Bullard said Thursday the US labour market 

might be tighter than suggested by the current unemployment rate. Up next, 

all eyes will be on Friday’s jobs report after separate data Thursday indicated 

strength was afoot. US jobless claims dipped below 400,000 for the first time 

during the pandemic last week (ended 28 May). 

The weakness in US trading followed declines in Europe and Asia on the back 

of mounting geopolitical tensions. Russia said it would eliminate the dollar 

from its National Wellbeing Fund to reduce exposure to US assets. Meanwhile, 

the US is set to amend an investment ban on companies linked to the Chinese 

military. – Bloomberg News.  

The S&P 500 fell 0.36% to 4,192.85, the Dow Jones Industrial Average dipped 

0.07% to 34,577.04, and the Nasdaq Composite Index declined 1.03% to 

13,614.51.  

EUROPE 

The yield on European contingent convertibles (CoCos) has fallen to a record 

low, amid increased demand for the riskiest type of bank debt from investors 

seeking to beef up returns. 

The average yield on the notes closed just below 3.42% on Wednesday (2 June), 

according to a mixed currency Bloomberg Barclays index. That beat the 

previous record reached in February 2020, just before a rout caused by the 

coronavirus pandemic tore through European markets. The index hit 15% at 

the height of the selloff last March. 

The milestone underscores the strength of demand for the bonds, also known 

as Additional Tier 1s, as investors trawl riskier parts of the credit market to 
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bolster returns in a world of ultra-low interest rates. The bonds are senior only 

to equity. Yields on non-financial junk bonds have also collapsed. 

Shrinking CoCo yields also reflect the banking industry’s improved bill of health 

– so much so, that investors including BlueBay Asset Management reckon the 

asset class is fundamentally mispriced. The resilience of lenders during the 

economic tumults brought on by the pandemic crisis contrasts to the 2008 

Global Financial Crisis, when banks were in the eye of the storm. 

Capital buffers built up over more than a decade are key, because they cushion 

the risk of coupons being cancelled or investors being forced to bear losses. 

The feared plunge in bank asset quality due to economic scarring from the 

virus lockdowns has also yet to emerge, thanks to wide-ranging support for 

consumers and businesses in the form of cheap borrowing costs and 

government-mandated programmes to shield incomes. – Bloomberg News.  

The Stoxx Europe 600 Index fell 0.12% to 450.79 on Thursday. 

JAPAN 

Japanese banks are in a bind – again. Sitting on record levels of excess cash, 

lenders are turning to riskier investments that need complex foreign exchange 

hedges, such as US Treasuries, to make a return on deposits that ballooned 

during the pandemic. Many will be seeking to avoid past mistakes. 

The surplus, calculated by subtracting bank loans from deposits, stands at 

JPY323t (USD2.97t), Bank of Japan data show. Deposits at the nation’s top three 

banks alone grew by USD375b in the year ending in March, with Mitsubishi UFJ 

Financial Group Inc (MUFG) accounting for more than half. 

With households around the world using the pandemic to pay down debt and 

rein in spending, and massive government handouts exacerbating mounting 

cash piles at banks, Japanese firms are not alone in facing this unwanted 

consequence of the virus – US banks just saw the same metric hit another 

record. In Japan it is a problem that they are all too familiar with. 

Now, some Japanese lenders are turning to riskier assets, such as foreign 

bonds, just as expectations ratchet up for higher interest rates in places like 

the US. The companies, which often rely on domestic fixed income 

investments, now need to consider a variety of higher-yielding assets – but that 

comes with potentially larger risks. 

MUFG said it will consider investing in alternative assets such as private equity 

and real estate funds in the US and other places. Concordia Financial Group 

Ltd, one of Japan’s largest regional banking groups, is going to invest in 

Treasuries and mortgage bonds this year, given the lower returns on Japanese 

bonds, President Yasuyoshi Oya said last month. 

Riskier investments have not always paid off. Mizuho Financial Group Inc 

booked a JPY150b charge in 2019 to write down losses on its foreign bond 

holdings following a sharp rise in Treasury yields. – Bloomberg News. 

The Nikkei 225 Index opened 0.67% lower at 28,863.54 on Friday (4 June) 

morning. The benchmark upped 0.39% to 29,058.11 the previous session. 

ASIA EQUITIES 

MAINLAND CHINA & HONG KONG 

China is allowing Jack Ma’s Ant Group Co Ltd to start operations at its consumer 

finance company, the first sign of progress after a regulatory crackdown 

torpedoed the fintech giant’s record listing. 

The unit, registered in Chongqing, will be allowed to lend to individuals, issue 

bonds, and borrow from domestic financial institutions, according to a notice 

from the China Banking and Insurance Regulatory Commission on Thursday (3 

June). 

The approval marks an important step in Ant’s overhaul as it transitions to 

become a financial holding company that will be regulated more like a bank. 

The new unit will allow Ant to continue with consumer lending, its most 

lucrative operation, though it is unclear how it would affect the scale of that 

business. Ant will now need to transfer its online lending operations and  

 

 
Equity Markets 

Returns of equity indices around the world, in local currency terms. 

 Index Close Overnight YTD  

US DJIA 34577.04 -0.07% 12.97% 

 S&P 500 4192.85 -0.36% 11.63% 

 NASDAQ 13614.51 -1.03% 5.63% 

Europe Stoxx Europe 600 450.79 -0.12% 12.97% 

Germany DAX 15632.67 0.19% 13.95% 

France CAC 40 6507.92 -0.21% 17.23% 

UK FTSE 100 7064.35 -0.61% 9.35% 

Asia MSCI AxJ 893.51 -0.42% 6.00% 

Japan Nikkei 225 29058.11 0.39% 5.88% 

China SHCOMP 3584.21 -0.36% 3.20% 

Hong Kong Hang Seng  28966.03 -1.13% 6.37% 

Taiwan TWSE 17246.16 0.47% 17.06% 

South Korea Kospi 3247.43 0.72% 13.01% 

Indonesia JCI 6091.51 0.99% 1.88% 

Malaysia KLCI 1590.57 -0.46% -2.25% 

Singapore STI 3165.00 0.13% 11.29% 

India Sensex 52232.43 0.74% 9.38% 

Emerg. Mkt MSCI EM 1383.57 -0.35% 7.15% 

 

Government Bonds 

Benchmark yields of major 10-year government bonds. 

 
Latest yield Previous yield 

Change 

(bps) 

US 1.63% 1.59% 3.75 

Germany -0.18% -0.20% 1.50 

Japan 0.08% 0.08% 0.10 

China 3.09% 3.10% -0.70 

Taiwan 0.45% 0.45% -0.05 

South Korea 2.20% 2.20% 0.00 

Indonesia 6.41% 6.42% -0.60 

Singapore 1.50% 1.50% -0.26 

India 6.00% 6.01% -0.90 

 

Commodity futures 

Prices of one-month futures contracts, grouped by commodity type. 

 
Close 

1-day 

change 
1-yr high 1-yr low 

WTI crude ($/bbl) 68.81 -0.03% 69.40 33.64 

Gold ($/oz.) 1871.20 -1.90% 2063.00 1668.60 

Copper ($/ton) 9772.25 -3.57% 10735.50 5749.75 

Corn (cents/bu.) 662.00 -1.93% 775.00 307.25 

Soybean (cents/bu.) 1549.25 -0.85% 1677.25 855.25 

Wheat (cents/bu.) 676.25 -1.64% 773.00 468.25 

Coffee (cents/lb) 157.60 -2.20% 166.75 102.00 

Sugar (cents/lb) 459.60 -1.05% 483.80 345.30 

Source: Bloomberg, as at the close of the last business day. 

YTD refers to year-to-date returns. 
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outstanding loans to the unit. Chongqing Ant Consumer Finance Co Ltd will 

have registered capital of CNY8b (USD1.3b), and Ant will hold a 50% stake. 

The banking regulator said that Ant will need to comply with laws by fully 

disclosing borrowers, loan terms, annual interest rates, and overdue loans. 

Fintech platforms have faced criticism for not having enough safeguards and 

for lending to low income and young people. In February, the banking 

regulator imposed restrictions on banks and financial institutions working with 

online microlenders, capping the amount of joint lending they can do with the 

platforms. The watchdog has also said fintechs will have to raise their share in 

any joint lending, according to draft regulations for the sector. 

Consumer finance is becoming increasingly competitive in China. More than 

20 such companies have emerged after the banking regulator started a pilot 

program in 2010 to promote purchases of durable goods such as home 

appliances. Such firms, while unable to take deposits, can fund their loans by 

borrowing from the interbank market, shareholders, and issuing bonds and 

asset-backed securities. – Bloomberg News. 

On Thursday, the Shanghai Composite Index shed 0.36% to 3,584.21 while the 

Hang Seng Index closed 1.13% lower at 28,966.03. 

REST OF ASIA 

A family-run South Korean conglomerate that got its start as an explosives 

manufacturer and is now transforming itself into a green energy provider is 

planning more sustainable debt sales after its debut deal this year. 

Hanwha Solutions Corporation, a Hanwha Group unit run by chaebol heir Kim 

Dong-kwan, is considering selling offshore green debt potentially in dollars or 

euros after issuing such notes in yuan in April. The proceeds would help fund 

its large-scale investments globally for solar and green-hydrogen energy, said 

chief financial officer Shin Yong-in in an interview in Seoul. 

Global green bond sales are growing at a record pace this year, and South 

Korean issuers are the biggest sellers of such debt in Asia after China as 

President Moon Jae-in pushes the nation to become carbon neutral by 2050. 

Hanwha Solutions, whose revenue from solar energy rose to 40% of the total 

last year from 24% five years earlier, plans to spend at least about KRW4.5t 

(USD4b) in the next five years on green energy, Shin said. 

In a sign of the shift in investors’ attitudes, South Korea’s National Pension 

Service, which oversees KRW873t in assets, said last week (ended 28 May) it 

will restrict investments in the coal mining and power generation industries. 

The move may prompt other institutions in the nation to follow. 

Hanwha Solutions is also planning its first South Korean won environmental, 

social, and governance note sale this month after its local credit outlook 

improved, according to Shin. The company may raise funds in various other 

currencies as well in the future such as the Malaysian ringgit, and it plans to 

explore other green financing methods outside bonds, he said. The firm may 

tap the global bond market regularly, Shin said. – Bloomberg News. 

South Korea’s Kospi Index slipped 0.31% to 3,237.51 at the open on Friday 

trading, after closing 0.72% higher at 3,247.43 on Thursday. 

Australia’s S&P/ASX 200 Index opened flat at 7,255.00 on Friday. It climbed 

0.59% to 7,260.10 the previous session. 

The Taiwan Stock Exchange Weighted Index gained 0.47% to 17,246.16. 

COMMODITIES 

Oil was virtually unchanged as a stronger dollar weighed broadly across 

commodities, while traders assessed rising fuel stockpiles in the US. 

Futures in New York lost two cents on Thursday (3 June), but still remain on 

track for a second straight weekly gain. U.S. government data showed 

domestic gasoline supplies rising by the most since early April, while distillate 

inventories climbed by nearly 4m barrels. That is offsetting back-to-back 

weekly declines in crude inventories. 

The pause follows a fierce run-up at the start of the week (ending 4 June), which 

has seen both crude benchmarks set fresh multi-year highs.  

 The dollar surged by the most in three weeks on Thursday, making 

commodities priced in the currency less attractive. A spate of strong 

US economic data has ratcheted up wagers the Federal Reserve may 

need to move faster on tapering its stimulus operations. 

Still, optimism is growing around the demand rebound from the US 

to the UK and parts of Asia. As forecasts of a tighter market abound, 

Saudi Arabia hiked its official selling prices to Asia by more than 

expected. Even so, the nation’s energy minister reiterated that 

evidence of higher demand will have to come before supply 

increases. 

West Texas Intermediate for July delivery edged down 0.03% to 

settle at USD68.81 a barrel. Brent for August settlement lost 0.06% 

to end the session at USD71.31 a barrel. – Bloomberg News. 

CURRENCIES 

Gold declined from its highest level in almost five months as 

investors assess the latest comments from US Federal Reserve 

officials for clues on a potential time frame for tapering stimulus. The 

dollar rose, adding further pressure to prices. 

Philadelphia Fed President Patrick Harker said Wednesday (2 June) 

it is appropriate “to slowly, carefully move back” on bond purchases 

at a suitable time. Officials have said they will begin scaling back 

buying when the economy has made “substantial further progress” 

toward their goals, a condition many Fed watchers believe will be 

met later this year. 

William Dudley, former president of the Federal Reserve Bank of 

New York, says he thinks what the Fed is doing to sell holdings of its 

corporate bond facility established during the pandemic is “pretty 

unrelated” to monetary policy tightening. “I would not take that 

decision as implying anything about the timing of taper and the 

timing of actually lifting off and raising short-term interest rates,” he 

said. 

Separately on Wednesday, the Fed released its Beige Book survey, 

which showed the pace of the US recovery from the pandemic 

picked up in the past two months. Meanwhile, the Fed Board plans 

to begin gradually selling a portfolio of corporate debt purchased 

through an emergency lending facility launched last year, as Covid-

19 was spreading panic through financial markets. 

Bullion has stabilised near USD1,900 an ounce in recent days amid 

growing demand for the haven asset, aided by signs of accelerating 

consumer prices and the risk of an uneven economic recovery. 

Traders will be watching Friday’s US nonfarm payrolls report for May 

for further clues on the strength of the labour market and whether 

growth will spur inflation that could prompt governments and 

central banks to reduce stimulus. – Bloomberg News. 

The US Dollar Index advanced 0.67% to 90.512, the euro fell 0.69% 

to USD1.2127, the pound lost 0.46% to USD1.4106, and the yen 

weakened 0.67% to 110.29 per dollar. 
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FX Round-up (as of New York close)  

 
Last 

Overnight 

change 
Day high Day low  

EUR/USD 1.2127 -0.69% 1.2214 1.2118  

GBP/USD 1.4106 -0.46% 1.4203 1.4087  

USD/JPY 110.29 0.67% 110.32 109.55  

AUD/USD 0.7658 -1.24% 0.7754 0.7646  

NZD/USD 0.7146 -1.28% 0.7242 0.7126  

USD/CAD 1.2107 0.60% 1.2120 1.2030  

USD/SGD 1.3277 0.39% 1.3286 1.3216  

AUD/SGD 1.0170 -0.81% 1.0256 1.0157  

NZD/SGD 0.9488 -0.87% 0.9577 0.9466  

GBP/SGD 1.8728 -0.06% 1.8795 1.8713  

EUR/SGD 1.6102 -0.29% 1.6154 1.6094  

AUD/NZD 1.0717 0.06% 1.0734 1.0701  

USD/IDR 14285 0.04% 14312 14268  

USD/INR 72.9113 -0.24% 73.1800 72.9000  

XAU/USD 1870.76 -1.97% 1909.70 1865.60  

Source: Bloomberg, as of last business day. 

 

SGD Against Major Currencies 

 

USD Against Major Currencies                     

 
Source: Bloomberg, as of last business day.  
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This information herein is published by DBS Bank Ltd. (“DBS Bank”) and is for information only.  This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively 

“DBS”) and clients to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank.   

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as 

described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be 

viewed as such. 

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to 

any actual transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors 

or employees (collectively the “DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information 

herein may be subject to further revision, verification and updating and DBS Group undertakes no responsibility thereof.  

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial 

situation or particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure 

that you understand the transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In 

particular, you should read all the relevant documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such 

independent investigations as you consider necessary or appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned 

in this publication is suitable for you.  DBS Group does not act as an adviser and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising 

from any arrangement or entrance into any transaction in reliance on the information contained herein.  In order to build your own independent analysis of any transaction and its 

consequences, you should consult your own independent financial, accounting, tax, legal or other competent professional advisors as you deem appropriate to ensure that any 

assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and objectives without relying in any way on DBS Group or any position 

which DBS Group might have expressed in this document or orally to you in the discussion.  

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be 

intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the 

Information, which may arise as a result of electronic transmission. If verification is required, please request for a hard-copy version.  

This publication is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 

jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.  

Dubai International Financial Centre  

This publication is distributed by the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the "DIFC") under the trading name "DBS Vickers Securities (DIFC 

Branch)" ("DBS DIFC"), registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, PO 

Box 506538, DIFC, Dubai, United Arab Emirates. DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number F000164. For more 

information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page. 

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or 

contact us immediately. DBS DIFC reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational 

purposes. The security, accuracy and timeliness of electronic communications cannot be assured. While DBS DIFC implements precautions against viruses, DBS DIFC does not 

accept any liability for any virus, malware or similar in this email or any attachment. 

This publication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the "COB Module"), and should 

not be relied upon by any client which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 

Hong Kong  

This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) (“DBSHK”) which is regulated by the Hong Kong Monetary Authority (the "HKMA") and the 

Securities and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited. 

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information 

contained within is believed to be reliable, the information has not been independently verified by DBSHK.  

Singapore  

This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) ("DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated 

by the Monetary Authority of Singapore (the "MAS"). 
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This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”).  
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This publication is distributed by DBS Vickers Securities (UK) Ltd of Paternoster House, 4th Floor, 65 St Paul’s Churchyard, London EC4M 8AB. ("DBS Vickers UK") which is authorised 

and regulated by the Financial Conduct Authority (the "FCA"). 


