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Investors brace for key inflation report 
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• The European Central Bank releases its interest rate decision. 

• The US prints May’s inflation rates, continuing jobless claims for the week 

ended 29 May, and initial jobless claims that ended 5 June. 

OVERVIEW 

• US stocks turn lower ahead of CPI report. 

• London still dominates European finance despite Brexit blows. 

• Huarong, Evergrande bond slump tests too-big-to-fail belief. 

• Oil dips as US fuel supplies grow.  

• China could use digital yuan to promote capital convertibility . 

DEVELOPED MARKETS EQUITIES 

US 

US stocks closed lower while bonds held gains as investors braced for a key 

inflation report that could provide clues on the direction of monetary policy. 

The S&P 500 Index ended the session with a 0.18% decline to 4,219.55 after 

earlier climbing above its 7 May record closing level. Large banks were among 

the biggest drags on the index, offset in part by megacap technology and 

biotech stocks. The 10Y Treasury yield fell below 1.5% after an auction of the 

notes. 

Equities have been trading in a tight range and Treasury yields have been 

easing in recent weeks, as investors who believe accelerating inflation will be 

short-lived clash with those who bet it will prove persistent enough to warrant 

tightening. For now, the Federal Reserve’s dovish stance is calming the 

markets. 

Seven of the main 11 S&P 500 industry groups declined, with Financials 

underperforming and Health Care stocks rising the most. JPMorgan Chase & 

Co and Bank of America Corporation each dropped 1.3%. United Parcel 

Service Inc tumbled the most in seven months after its profit margin outlook 

disappointed investors. Biogen Inc resumed a rally two days after getting 

regulatory approval for its Alzheimer’s drug. Johnson & Johnson Co, Merck & 

Co Inc, Pfizer Inc, and Eli Lily & Co were also standout gainers on Wednesday 

(9 June). –  Bloomberg News. 

The Dow Jones Industrial Average fell 0.44% to 34,447.14 and the Nasdaq 

Composite Index slipped 0.09% to 13,911.75. 

E UROPE 

Paris and Frankfurt have their work cut out if they are going to seriously 

challenge the City of London. That is the conclusion of an analysis by London-

based think tank New Financial, which found five times more international 

financial activity in the UK than France or Germany. 

While the report relies on data from 2019 – before Brexit came into effect, and 

before London lost its crown as Europe’s top place to buy and sell shares – it 

underlines the City’s dominant role in Europe as a hub for derivatives and 

foreign exchange trading, asset management, venture capital, and banking. 

The UK ranked as the world’s second largest financial centre after the US, 

according to the report. China was third, while France and Germany were sixth 

and seventh, respectively. 

Still, the UK’s lead will have been dented by Brexit. Financial firms have been 

largely unable to use their London bases for business inside the bloc, forcing 

banks including JPMorgan Chase & Co and Goldman Sachs Group Inc to move 

hundreds of billions of dollars in assets and thousands of staff to the continent. 
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The Brexit trade deal left out financial services, while a separate accord on how 

European Union and UK financial regulators would cooperate has also run into 

problems as overall relations threaten to turn sour. The bloc has signalled it is 

in no rush to grant so-called equivalence decisions that would enable 

European business to be done from London. –  Bloomberg News. 

The Stoxx Europe 600 Index crept up 0.09% to 454.44 on Wednesday (9 June).  

J APAN 

The Bank of Japan (BOJ) is seen standing pat on its main policies at next week’s 

(ending 18 June) meeting, while tinkering on the margins of its toolkit by 

extending aid for pandemic-hit businesses as the country’s fight against the 

virus drags on. 

Some 89% of 44 economists surveyed by Bloomberg see the BOJ keeping in 

place its negative interest rate and asset purchase settings, with most seeing 

no change for the foreseeable future. Around 60% said they expect the bank 

to prolong its Covid-era lending measures past the current expiration in 

September. Another 39% said they see the bank making the move next month, 

instead. 

Analysts expect the BOJ to extend the life of the Covid measures for a third 

time because Japan’s economy is still in a vulnerable spot, in contrast with the 

US and China where recoveries have taken hold. A slow vaccine drive has given 

Prime Minister Yoshihide Suga’s government few options besides on-again-off-

again declarations of emergency to try to contain virus flareups. That has put 

Japan’s growth on pause. 

Governor Haruhiko Kuroda last month told Bloomberg the BOJ would 

“naturally” consider extending its Covid aid, if needed. Under the programme, 

started last spring, the BOJ has bought trillions of yen of corporate bonds and 

loaned out many trillions more for banks to lend to Japanese businesses. 

The widely expected decision by the BOJ to stand pat on its main policy levers 

would mark a contrast with other central banks that are signalling a move 

toward throttling back. 

Divergent policy leanings at the Federal Reserve and the BOJ are a big reason 

the yen is the world’s worst performing major currency this year – a 

development that is positive for Japan since it inflates the profits of exporters 

like Toyota and Hitachi. 

Around two-thirds of surveyed economists said the yen would likely weaken 

further once the Fed actually starts tapering. –  Bloomberg News. 

The Nikkei 225 Index opened 0.21% lower at 28,800.00 on Thursday (10 June), 

adding to Wednesday’s 0.35% fall to 28,860.80 . 

ASIA EQUITIES 

M AINLAND CHINA & HONG KONG 

A bond selloff in two of China’s most prolific debt issuers is widening concern 

over contagion risks in the country’s USD862b dollar bond market. 

Bonds of China Evergrande Group, Asia’s largest seller of junk -rated dollar 

debt, have slumped in recent weeks amid a barrage of negative news. That has 

added to the sense of unease created by China Huarong Asset Management 

Co Ltd, one of the biggest issuers of investment grade securities, as the 

company’s failure to release financial results sparked speculation about a 

potential debt restructuring. Both firms have about USD21b of dollar bonds. 

While China’s credit market is no stranger to bouts of volatility, the fresh wave 

is challenging long-held assumptions that the state would bail out investors in 

the country’s biggest firms. The  government has offered little in the way of 

public support for Huarong as it seeks to balance maintaining financial stability 

and reducing moral hazard. Regulators have instructed Evergrande’s major 

creditors to conduct a fresh round of stress tests on their exposure to the firm, 

people familiar with the matter have said. 

Concern over Huarong’s future is already spilling over into peers. China Cinda 

Asset Management Co Ltd and China Orient Asset Management Co Ltd have 

told the banking regulator they are concerned about losing access to offshore  

 
Equity Markets 

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

 I ndex Close O v ernight YTD  

U S DJIA 34447.14 -0.44% 12.55% 

 S&P 500 4219.55 -0.18% 12.34% 

 NASDAQ 13911.75 -0.09% 7.94% 

Eur ope  Stoxx Europe 600 454.44 0.09% 13.89% 

G er many DAX 15581.14 -0.38% 13.58% 

F r ance CAC 40 6563.45 0.19% 18.23% 

U K FTSE 100 7081.01 -0.20% 9.60% 

Asia  MSCI AxJ 884.05 -0.47% 4.88% 

Ja pa n Nikkei 225 28860.80 -0.35% 5.16% 

C hina SHCOMP 3591.40 0.32% 3.41% 

H ong  Kong Hang Seng  28742.63 -0.13% 5.55% 

T a iwan TWSE 16966.22 -0.64% 15.16% 

South Korea Kospi 3216.18 -0.97% 11.93% 

Indonesia JCI 6047.48 0.80% 1.14% 

M a laysia KLCI 1581.48 -0.41% -2.81% 

S ing apore  STI 3153.47 -0.43% 10.89% 

India  Sensex 51941.64 -0.64% 8.78% 

Emerg. M kt  MSCI EM 1372.80 -0.34% 6.31% 

 

Government Bonds 

Be nchmark yields of major 10-year government bonds. 

 
Latest yield Previous yield 

Change 

(bps) 

U S 1.49% 1.53% -4.23 

G er many -0.24% -0.22% -2.00 

Ja pa n 0.07% 0.08% -0.90 

C hina 3.14% 3.14% 0.00 

T a iwan 0.45% 0.45% 0.00 

South Korea 2.10% 2.11% -1.20 

Indonesia 6.40% 6.41% -1.00 

S ing apore  1.46% 1.49% -3.08 

India  6.02% 6.01% 1.00 

 

Commodity futures 

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

 
Close 

1 -day 

change 
1 -yr high 1 -yr low 

WT I crude ($/bbl) 69.96 -0.13% 70.62 33.64 

G old ($/oz.) 1893.20 0.05% 2063.00 1673.30 

C opper ($/ton) 9956.25 0.15% 10735.50 5812.75 

C or n (cents/bu.) 690.75 1.58% 775.00 307.25 

Soybean (cents/bu.) 1562.50 -1.11% 1677.25 860.00 

Whea t (cents/bu.) 682.25 -0.40% 773.00 468.25 

C of fee (cents/lb) 159.30 -0.34% 168.65 103.45 

Sug ar (cents/lb) 463.30 -0.47% 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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funding due to turmoil around Huarong, Bloomberg News reported last week 

(ended 4 June). 

Huarong’s longer-dated dollar bonds are still trading well below par with the 

note due 2025 at 75.4 cents on the dollar and the 4.5% perpetual bond at 70.4 

cents. 

Evergrande’s dollar note due 2025 fell 0.3 cents to 73.1 cents, Bloomberg 

compiled prices show, on pace for its lowest close since October. Its shares 

sank as much as 7.6% on Wednesday (9 June) in Hong Kong as a HKD336m 

(USD43m) buyback earlier in the week failed to arrest the slump. The stock has 

tumbled about 60% from a peak last July. –  Bloomberg News. 

On Wednesday, the Shanghai Composite Index gained 0.32% to 3,591.40 while 

the Hang Seng Index fell 0.13% to 28,742.63. 

R EST OF ASIA 

The Monetary Authority of Singapore (MAS) released its inaugural 

sustainability report, laying out its battle plan to green the city state’s finance 

sector and lead the energy transition in Asia. 

The report, which consolidates previously announced policies by the central 

bank, highlights Singapore’s support in the fight against climate change by 

eliminating harmful emissions globally by the middle of the century. Those 

efforts include testing the climate resilience of its official reserve investments 

and deploying USD1.8b to five asset managers as part of its Green Investments 

Programme. 

“Singapore is firmly committed to doing its part in the global effort to reduce 

greenhouse gas emissions,” Ravi Menon, managing director of the MAS, said 

in a briefing Wednesday (9 June) about the report, which he said is the first of 

its kind by a central bank in Asia. 

Asian economies have a lot at risk through 2050 as they account for about half 

of global greenhouse gas emissions. According to the MAS, between USD2.8t 

and USD4.7t in economic growth could be lost each year due to the effects of 

extreme heat and humidity on labour productivity, and USD1.2t in capital stock 

could be damaged by flooding in any given year. 

For the MAS, that means helping financial institutions build resilience against 

environmental risk; building up green finance, including a growing green bond 

market; using climate risk and opportunity in its own investments in the 

country’s currency reserves; and lowering the authority’s carbon footprint by 

cutting energy use in MAS buildings worldwide and reducing business travel. 

The authority has been building the green bond market for years, including 

under a “Sustainable Bond Grant Scheme” from 2017 that has propelled the 

issuance of almost SGD11b (USD8.3b) in green, social, and sustainability 

bonds. That includes a USD1.1b set of green bonds issued last year by Star 

Energy Geothermal Group, used in part to finance geothermal energy 

generation facilities in West Java, Indonesia. –  Bloomberg News. 

South Korea’s Kospi Index opened little changed at 3,214.83 in early -Thursday 

trading, after losing 0.97% to 3,216.18 on Wednesday. 

Australia’s S&P/ASX 200 Index opened flat at 7,274.60 on Thursday morning. It 

lost 0.31% to 7,270.20 the previous session. 

The Taiwan Stock Exchange Weighted Index declined 0.64% to 16,966.22 on 

Wednesday. 

COMMODITIES 

Oil closed lower as an increase in US fuel stockpiles clouded the outlook for a 

strong demand rebound during the summer driving season. 

Futures in New York ended Wednesday (9 June) close to unchanged after a 

choppy trading session. Domestic gasoline stockpiles rose by more than 7m 

barrels last week (ended 4 June), the most since April 2020, and distillate 

inventories also increased, according to a US government report. At the same 

time, a rolling average of gasoline demand ticked lower for the first time in a 

month despite the country entering its traditional peak fuel consumption 

season last week. 

 Traders have been focused on the rebalancing in the US, where 

increasing vaccinations and further reopening efforts have put the 

country among the forerunners in the global recovery from the 

pandemic. Signs that such momentum is wavering comes as Covid-

19 still rages in parts of Asia and Latin America and the Organization 

of Petroleum Exporting Countries+ gradually brings back output. 

But it will likely take more than a week of growing refined product 

supplies to derail oil’s 40%-plus rally this year. The Energy 

Information Administration report also showed that crude 

inventories fell for a third straight week to the lowest since mid-

February, and refineries operated above the 91% mark for the first 

time since January 2020. Elsewhere, there has been strength in the 

physical market for Middle Eastern oil as Iran’s crude shows little 

sign of returning soon. 

Weekly gasoline supplied, which the US government uses as a proxy 

of demand for the fuel, posted its biggest decrease since February 

when the country was hit by an unprecedented polar blast. The four-

week rolling average for that figure also declined for the first time in 

a month. Gauges of demand for jet fuel weakened, despite optimism 

around a steady increase in passenger traffic through US airports. 

However, the overall pace of the US consumption rebound vs the 

rest of the world has helped drive the discount on West Texas 

Intermediate (WTI) futures against its global counterpart to the 

narrowest since November this week. Market participants say that 

buyers from abroad are starting to shy away from Permian crudes, 

with the narrow arbitrage making West Texas oil cargoes less 

attractive. –  Bloomberg News. 

WTI for July delivery slipped 0.13% to USD69.96 a barrel. Brent for 

August settlement closed flat at USD72.22 a barrel. 

CURRENCIES 

China could use the digital yuan in a cross-border “regulatory 

sandbox” programme to test capital account convertibility between 

Shenzhen and Hong Kong, according to a proposal by a senior 

central bank official. 

Authorities could “explore allowing market entities with strong 

demand for cross-border financial services and controllable risks to 

use the digital yuan as a carrier in the pilot program of capital 

account convertibility” between the two cities, Xing Yujing, director 

of the People’s Bank of China’s (PBOC) Shenzhen branch, in an 

interview with Xinhua-affiliated Outlook Weekly. 

The programme could help accelerate the promotion of capital 

account convertibility and the internationalisation of yuan, she said 

in the interview. Risks can be effectively prevented and controlled 

using the smart contract of the digital yuan and the real-time 

transaction data monitoring function, she said. 

The PBOC and Hong Kong Monetary Authority have already 

conducted successful cross-border testing of the digital yuan and 

authorities are looking to now expand the programme. 

Another PBOC official also recently highlighted the important role 

that the digital yuan can play in advancing China’s push for yuan 

internationalisation. Zhu Jun, head of the central bank’s international 

department, said in an article last month that China faces an 

“important window” to promote global use of the yuan as risks of US-

China decoupling in trade, technology, and investment threatens to 

spread to the area of finance. –  Bloomberg News. 

The US Dollar Index inched 0.05% higher to 90.120, the euro 

climbed 0.06% to USD1.2180, the pound lost 0.28% to USD1.4118, 

and the yen weakened 0.12% to 109.63 per dollar. 
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FX Round-up (as of New York close)  

 
Las t 

O v ernight 

change 
Day  high Day  low  

E UR/USD 1.2180 0.06% 1.2218 1.2171  

GBP/USD 1.4118 -0.28% 1.4189 1.4110  

USD/JPY 109.63 0.12% 109.66 109.23  

AUD/USD 0.7731 -0.14% 0.7762 0.7724  

NZD/USD 0.7180 -0.28% 0.7214 0.7167  

USD/CAD 1.2111 0.00% 1.2118 1.2059  

USD/SGD 1.3242 0.02% 1.3251 1.3221  

AUD/SGD 1.0239 -0.08% 1.0263 1.0233  

NZD/SGD 0.9507 -0.23% 0.9539 0.9496  

GBP/SGD 1.8695 -0.26% 1.8779 1.8686  

E UR/SGD 1.6127 0.06% 1.6156 1.6111  

AUD/NZD 1.0769 0.15% 1.0779 1.0744  

USD/IDR 14255 0.01% 14270 14253  

USD/INR 72.9750 0.11% 73.0287 72.8837  

XAU/USD 1888.57 -0.23% 1899.03 1887.41  

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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Disclaimers and Important Notice 

 

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 fina ncial 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 "DIF C") 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. 

H ong 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.  

S ingapore  

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"). 

T hailand 

This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”).  

U nited Kingdom   

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"). 


