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Markets pull back on surprise Fed hawkishness 
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• China releases June’s 1Y and 5Y loan prime rate. 

OVERVIEW 

• US stocks tumble, yield curve flattens amid Fed reset. 

• Europe equities fall most in month. 

• March headwinds return for Asia stocks, with a twist. 

• Oil holds as Iran nuclear talks end without agreement. 

• EM bulls pin currency hopes on hawks outpacing Fed. 

DEVELOPED MARKETS EQUITIES 

US 

Stocks fell for a fourth day, wrapping up the worst week for the S&P 500 since 

February, as the Federal Reserve’s surprise hawkishness upended the reflation 

trade that has dominated markets this year. Commodities such as copper 

slumped while the dollar touched a two-month high. 

The Dow Jones Industrial Average, a proxy for so-called Value shares, fell more 

than the benchmark index as investors stepped back from trades tied to 

expectations for hot economic growth and inflation. The index tumbled 1.58% 

to 33,290.08. Even safe harbour big cash-spewing technology companies such 

as Apple Inc were lower, pushing the Nasdaq Composite Index down from a 

record high, which closed 0.92% lower at 14,030.38. Yields on shorter-maturity 

Treasuries jumped after St Louis Fed President James Bullard said on CNBC 

that the central bank has started discussing scaling back the pace of pandemic 

bond buying. The S&P 500 Index fell 1.31% to 4,166.45.  

“The reverse rotation is continuing,” said a fund manager. “At a certain point, a 

hawkish Fed isn’t good for anyone, even technology shares.” 

Markets that are clearly benefiting from the reopening are seeing a pullback, 

with copper registering its worst week since the start of the pandemic. – 

Bloomberg News. 

EUROPE 

Europe shares fell the most in a month as more hawkish messaging from US 

Federal Reserve officials fuelled a retreat out of more cyclical segments of the 

market. 

The Stoxx Europe 600 Index retreated 1.58% to 452.05 with energy, banks, 

and miners leading the fall. Britain’s FTSE 100 benchmark was down 1.9% as a 

surge in coronavirus cases dented mounting confidence in the UK’s recovery. 

European equities ended the week (ended 18 June) on a more sober note after 

closing at nine consecutive record highs, the longest run since 1999. The 

streak ended on Thursday (17 June) as investors assessed the Fed’s timetable 

for rate lift-off. European stocks extended declines Friday as yields on shorter 

maturity Treasuries jumped. 

The Stoxx 600 has jumped 13% in 2021, outperforming the US stock market, 

and strategists on average see European stocks ending the year slightly below 

current levels, according to a Bloomberg survey. 

Market players on Friday were also braced for volatility spurred by the expiry 

of options, futures, and indices in an event known as “triple witching”. 

Meanwhile, European stock funds attracted inflows of USD3.3b in the week 

through 16 June, the biggest since February 2018, according to Bank of 

America Corporation and EPFR Global data. 
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Among individual companies, Tesco Plc dropped 4.1% as sales growth slowed 

in the latest quarter. Tod’s SpA jumped 13% following bullish comments by 

analysts on the luxury sector after a conference hosting the Italian shoemaker. 

HSBC Holdings Plc dropped 2.3% as the transfer of its unprofitable French 

retail operation to Cerberus is set to cost the bank as much as USD3b. 

Miners were also among underperformers as copper headed for its worst 

week since the start of the pandemic on the Fed’s hawkish turn and as fresh 

interventions to cool Chinese commodities markets dealt dual blows to the 

outlook for demand. – Bloomberg News. 

JAPAN 

Japan’s inflation edged into positive territory for the first time in 14 months as 

rising commodity costs fed higher gasoline prices at the pump, according to 

data that comes before a central bank policy decision. 

Consumer prices excluding fresh food ticked up 0.1% compared with a year 

earlier, lifted by a 20% jump in gas prices, the ministry of internal affairs 

reported Friday (18 June). Economists had predicted flat prices overall. 

While even the smallest uptick in inflation is likely to be seen positively by the 

Bank of Japan (BOJ), price momentum is still far more subdued than in the US 

and other countries where central banks are starting to project possible rate 

increases. The BOJ forecasts inflation staying below its 2% target for the 

foreseeable future, meaning its main stimulus will probably stay in place for 

years to come. – Bloomberg News. 

The Nikkei 225 Index opened 2.18% lower at 28,332.00 on Monday. It slipped 

0.19% to 28,964.08 on Friday. 

ASIA EQUITIES 

REST OF ASIA 

It feels like deja vu for Asia, with a resurgent dollar, worries over bond yields, 

and weakness in China threatening to weigh on stocks just as they did in 

March. But investors say the market is far more resilient this time. 

Outweighing the negative impact of the hawkish pivot by the Federal Reserve 

are a deepening valuation discount vs major peers and falling coronavirus 

cases in the region. A slump in bond yields is also helping, with those on 10Y 

year US treasuries sliding to 1.44% from above 1.7% in March. 

All of this suggests a similar period of underperformance as in March – when 

the MSCI Asia Pacific Index fell 1.5% and lagged the global equity benchmark 

by four percentage points – is unlikely. 

“Yield sensitive groups – which fell on inflation and tightening fears earlier this 

year – tech, utilities, staples, health care could begin to outperform the groups 

that led in the beginning of the year,” a New York-based fund manager. He 

raised its allocation to Chinese tech stocks after the Fed’s move, particularly 

Alibaba Group Holding Ltd, citing cheaper prices after the recent selloff. 

Indeed, valuation seems to be a key reason to maintain allocations to Asia for 

some investors. The stock benchmark is trading at just 15.8 times its estimated 

earnings for the next 12 months, and its multiple gaps with the S&P 500 Index 

remains below the five-year average, according to data compiled by 

Bloomberg. 

That gap is even wider when compared with 2013, when then-Fed chairman 

Ben Bernanke’s landmark congressional appearance sparked a “taper 

tantrum” of outflows from Emerging Markets, causing the Asian gauge to 

plunge about 11% over the next month. That year Asian stocks traded at a 

modest 1.5 point P/E discount to their US peers, compared with an average 

five-point difference in 2021. Expectations of a repeat of the 2013 outflows are 

mostly non-existent, with investors highlighting the Fed’s relatively mild 

language around tapering and stronger external balances in Asia. 

Still, moderating growth in China is a headwind. Chinese shares are this 

month’s worst performers in Asia, with the CSI 300 Index down more than 4%, 

as policymakers seek to slow the pace of credit growth and the government 

steps up its interventions in markets. 

 
Equity Markets 

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

 Index Close Overnight YTD  

US DJIA 33290.08 -1.58% 8.77% 

 S&P 500 4166.45 -1.31% 10.93% 

 NASDAQ 14030.38 -0.92% 8.86% 

Europe Stoxx Europe 600 452.05 -1.58% 13.29% 

Germany DAX 15448.04 -1.78% 12.61% 

France CAC 40 6569.16 -1.46% 18.33% 

UK FTSE 100 7017.47 -1.90% 8.62% 

Asia MSCI AxJ 880.88 0.09% 4.50% 

Japan Nikkei 225 28964.08 -0.19% 5.54% 

China SHCOMP 3525.10 -0.01% 1.50% 

Hong Kong Hang Seng  28801.27 0.85% 5.77% 

Taiwan TWSE 17318.54 -0.41% 17.55% 

South Korea Kospi 3267.93 0.09% 13.73% 

Indonesia JCI 6007.12 -1.01% 0.47% 

Malaysia KLCI 1589.05 1.16% -2.35% 

Singapore STI 3144.16 0.19% 10.56% 

India Sensex 52344.45 0.04% 9.62% 

Emerg. Mkt MSCI EM 1361.25 -0.12% 5.42% 

 

Government Bonds 

Benchmark yields of major 10-year government bonds. 

 
Latest yield Previous yield 

Change 

(bps) 

US 1.44% 1.50% -6.59 

Germany -0.20% -0.20% -0.50 

Japan 0.06% 0.06% -0.40 

China 3.15% 3.17% -1.90 

Taiwan 0.43% 0.45% -1.10 

South Korea 2.04% 2.08% -4.50 

Indonesia 6.54% 6.51% 2.20 

Singapore 1.47% 1.49% -1.57 

India 6.01% 6.02% -1.10 

 

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) 71.64 0.84% 72.99 33.64 

Gold ($/oz.) 1767.90 -0.33% 2063.00 1673.30 

Copper ($/ton) 9133.25 -1.82% 10737.50 5939.37 

Corn (cents/bu.) 655.25 3.52% 775.00 307.25 

Soybean (cents/bu.) 1396.00 4.98% 1677.25 860.00 

Wheat (cents/bu.) 662.75 3.72% 773.00 468.25 

Coffee (cents/lb) 151.95 0.23% 168.65 103.55 

Sugar (cents/lb) 423.40 -0.38% 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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On the plus side, a drop in the rolling five-day change in Covid-19 cases to a 

two-month low and increasing vaccinations are boosting broader optimism 

about growth in Asia. Countries are once again eyeing travel bubbles and even 

vaccine laggard Japan is making visible progress. 

And as for the jump in the dollar, its rebound is seen as short-lived by several 

major financial firms despite the hawkish tilt from Fed policymakers. – 

Bloomberg News. 

Australia’s S&P/ASX 200 Index fell 0.30% to 7,347.10 at the open on Monday 

(21 June). It gained 0.13% to 7,368.90 on Friday. 

South Korea’s Kospi Index opened 0.11% lower at 3,264.18 on Monday. It 

added 0.09% to 3,267.93 the previous session. 

The Taiwan Stock Exchange Weighted Index fell 0.41% to 17,318.54 on Friday.  

MAINLAND CHINA & HONG KONG 

Automakers in China may recover faster than expected this year amid 

measures by the government to stabilise vehicle demand, according to a major 

industry group. 

Vehicle sales in the world’s largest car market could rise 6.5% this year from 

2020, larger than the 4% increase projected in January, said Xu Haidong, 

deputy chief engineer at the China Association of Automobile Manufacturers 

(CAAM). A formal revision on the 2021 vehicle sales target will be published in 

July, Xu said in Shanghai on Saturday (19 June). 

The Chinese government has said it will work to encourage “steady increases” 

in spending on cars this year, a signal Beijing wants to ensure the autos sector 

has a robust future. Overall vehicle sales are expected to rise this year for the 

first time since 2017, CAAM said earlier. 

New energy vehicle sales could surge 46% to more than 2m units this year, Xu 

estimated, adding shares of EVs may reach 20% to 25% of total car sales by 

2025. Premier Li Keqiang told the National People’s Congress in March that 

more car parks, EV charging stations, and battery swapping facilities will also 

be built, and battery recycling systems developed at a faster pace. 

Passenger vehicle sales may gain 10% this year, Xu said. – Bloomberg News. 

The Shanghai Composite Index was flat at 3,525.10 while the Hang Seng Index 

advanced 0.85% to 28,801.27. 

COMMODITIES 

Oil was steady at the open of trading in Asia after the latest talks to revive a 

nuclear deal with Iran ended without an agreement, a day after the 

Organization of the Petroleum Exporting Countries (OPEC) elected a new 

president. 

Futures in New York traded near USD72.00 a barrel following a fourth weekly 

gain. Diplomats adjourned a sixth round of meetings with significant gaps 

remaining to mend the accord, the third time since talks began in April that 

negotiators have missed self-imposed deadlines to rejuvenate the agreement. 

The election of conservative cleric Ebrahim Raisi as Iran’s president, however, 

may add to delays in the quick return of a nuclear deal. Raisi is on the US 

sanctions list for human rights abuses and Tehran insists penalties must be 

removed as part of an agreement to revive the pact. 

Crude is up almost 50% this year as major economies emerge from restrictions 

and lockdowns after the roll out of Covid-19 vaccinations worldwide. Demand 

has rebounded, especially in the US and parts of Asia. Oil consumption in 

China has exceeded pre-pandemic levels and India is showing signs of 

recovering from a deadly second wave that decimated its economy. 

West Texas Intermediate for July delivery added 0.84% on Friday (18 June) to 

USD71.64. Futures gained 1% last week (ended 18 June). Brent for August 

settlement rose 0.2% to USD73.67 on the ICE Futures Europe exchange after 

advancing 0.59% to USD73.51 on Friday. – Bloomberg News. 

 

 CURRENCIES 

Emerging Markets (EM) currencies hit by a hawkish Federal Reserve 

could soon regain their record run against the dollar on 

expectations that developing central banks may outpace their US 

counterpart in policy tightening. 

The currencies of Brazil, Russia, the Czech Republic, South Africa, 

and Hungary – countries that delivered multiple rate hikes or are 

expected to do so soon – are retaining quarterly gains and 

outperforming peers. More may join their ranks, with tightening 

expectations growing for countries including Chile and South Africa 

as economic activity and inflation roar back from a pandemic-driven 

slump. 

In comparison, the Fed has signalled it is likely to lift interest rates 

only in 2023. While recent dollar gains have stalled the momentum 

in EM currencies, that picture could change once the greenback’s 

support from positioning shifts fades, according to analysts. 

While some commodities took a hit after the Fed’s latest rate signal, 

others remain supportive of EM currencies linked to raw material 

prices. Raw materials like copper, coal, and iron ore hit all-time highs 

last month, with a rebound in the world’s largest economies stoking 

demand for metals and energy when supplies are still constrained. 

The shift toward tighter monetary policy in developing nations is not 

uniform, however. Some are continuing to support growth as the 

coronavirus continues to spread, or a new wave of cases emerges. 

The Brazilian real has been the top performer among EM currencies 

this month, followed by commodity-linked peers such as Russia’s 

ruble and Colombia’s peso. The forint, zloty, and koruna have 

underperformed. 

EM local currency debt posted its biggest weekly drop since March 

2020 in the five days through Friday (18 June). It is often seen as the 

most susceptible to any rise in the dollar or US yields because either 

of those would reduce the carry return. A Bloomberg News study 

has identified that a 25 bps increase in yields in a month would be 

the tipping point for moves in higher yielding currencies such as the 

Turkish lira, South African rand, and Mexican peso. – Bloomberg 

News. 

The US Dollar Index rose 0.37% to 92.225 on Friday (18 June), the 

euro lost 0.36% to USD1.1864, the pound declined 0.80% to 

USD1.3810, and the yen was flat at 110.21 per dollar. 
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FX Round-up (as of New York close)  

 
Last 

Overnight 

change 
Day high Day low  

EUR/USD 1.1864 -0.36% 1.1925 1.1848  

GBP/USD 1.3810 -0.80% 1.3944 1.3792  

USD/JPY 110.21 0.00% 110.48 109.94  

AUD/USD 0.7479 -0.97% 0.7561 0.7478  

NZD/USD 0.6936 -0.99% 0.7018 0.6923  

USD/CAD 1.2465 0.87% 1.2481 1.2339  

USD/SGD 1.3451 0.22% 1.3464 1.3393  

AUD/SGD 1.0054 -0.80% 1.0146 1.0051  

NZD/SGD 0.9328 -0.85% 0.9418 0.9315  

GBP/SGD 1.8565 -0.65% 1.8716 1.8544  

EUR/SGD 1.5952 -0.19% 1.5995 1.5936  

AUD/NZD 1.0785 0.02% 1.0813 1.0767  

USD/IDR 14375 0.14% 14398 14360  

USD/INR 73.8675 -0.28% 74.2725 73.8225  

XAU/USD 1764.16 -0.53% 1797.27 1761.05  

Source: Bloomberg, as of last business day. 

 

SGD Against Major Currencies 

 

USD Against Major Currencies                     

 
Source: Bloomberg, as of last business day.  

95

97

99

101

103

105

107

Dec-20 Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21

USD/SGD AUD/SGD NZD/SGD

GBP/SGD EUR/SGD

95

97

99

101

103

105

107

109

Dec-20 Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21

EUR/USD GBP/USD USD/JPY

AUD/USD NZD/USD



 

 

Market Newsfeed 21 June 2021      5  

 
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 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 
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