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Anxiety surrounding the Fed’s hawkish tilt eases 
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• Japan announces its unemployment rate for May. 

OVERVIEW 

• US stocks climb with VIX down to pre-pandemic levels. 

• World’s biggest carbon market to get stronger in EU green shift. 

• Didi’s ambitious IPO marred by China crackdown.  

• Oil posts fifth weekly gain as focus turns to upcoming OPEC+ meeting. 

• Finding the real hawks is key to picking EM winners. 

DEVELOPED MARKETS EQUITIES 

US 

In a week that saw a plunge in stock volatility, investors scooped up companies 

mostly tied to an economic recovery. On the other side of the spectrum, bond 

traders sent Treasuries slumping. 

It may be too early to say that the reflation trade has come back in full force, 

but at least the anxiety regarding the Federal Reserve’s hawkish tilt has eased. 

At least for now, there is a perception that officials would not rush to boost 

interest rates despite mounting inflation pressures. The S&P 500 Index had its 

best week (ended 25 June) since February, with financial and retail shares 

beating the tech giants that powered the stay-at-home strategy. The CBOE 

Volatility Index, or the VIX, tumbled to pre-pandemic levels. 

Aside from US President Joe Biden’s infrastructure deal and reassurances from 

some prominent voices such as Fed Chair Jerome Powell, a batch of economic 

readings came out last week. Data Friday (25 June) showed personal spending 

stagnated in May, while a closely watched inflation measure continued to 

climb. Meantime, US consumer sentiment rose in June by less than forecast 

and longer-term inflation expectations moderated from a month earlier. 

Among the corporate highlights, some of the biggest banks rose on 

speculation of a potential deluge of dividends and buybacks after the Fed’s 

stress tests. Virgin Galactic Holdings Inc soared after getting regulatory 

approval to fly customers into space. Nike Inc jumped on an upbeat forecast, 

while FedEx Corporation sank amid a disappointing outlook. –  Bloomberg 

Ne ws. 

The S&P 500 rose 0.33% to 4,280.70 on Friday, the Dow Jones Industrial 

Average gained 0.69% to 34,433.84, while the Nasdaq Composite Index dipped 

0.07% to 14,360.39. 

E UROPE 

The European Union’s (EU) carbon market, the world’s bigges t, is set to expand 

and impose tougher limits on emitters as the region aligns its entire economy 

with a stricter climate target for the next decade. 

The European Commission plans to phase maritime transport into the EU 

Emissions Trading System (ETS) from 2023 and improve a mechanism to 

control the supply of carbon permits as part of the biggest overhaul of the 

market to date, according to a draft law seen by Bloomberg News. 

The reform, due to be unveiled on 14 July, is also set to increase the rate at 

which the emissions caps shrink each year and to toughen the rules to get 

carbon allowances for free. 

The changes are part of a broader package designed to tune every sector from 

energy to trade and cars in sync with an ambitious strategy that seeks to make 

Europe the world’s first climate neutral continent by 2050. Under the Green 
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Deal, the region’s 2030 emissions reduction goal was deepened to at least 55% 

from 1990 levels. The previous objective was a cut of at least 40%. 

The EU carbon market is the 27-nations bloc’s flagship policy tool to cut 

greenhouse gases. It imposes annually declining caps on around 12,000 

installations owned by manufacturers and utilities, and limits emissions from 

airlines. Companies that discharge less carbon can sell their unused permits, 

getting an incentive to go green faster. 

While the ETS is currently designed to ensure a 43% cut in emissions by 2030 

from 2005 levels, a recent EU analysis shows that if the legislation remained 

unchanged it would deliver a reduction of 51%, according to the document. 

That would still be insufficient to align the cap-and-trade with the new climate 

goal for the next decade. 

To offer investors more predictability about permits held in the reserve as of 

2023, their number would be limited to 400m. Allowances above that level 

would be invalidated. 

The rules on benchmarks that set the basis for free allowances would be 

toughened and their allocation would be made conditional on decarbonisation 

efforts in order to encourage the uptake of low-carbon technologies. –  

Bloomberg News. 

The Stoxx Europe 600 Index gained 0.13% to 457.63 on Friday (25 June) . 

J APAN 

Tokyo city slashed funding costs thanks to rampant global demand for the first 

social bond offered by a local government in Japan. 

The coupon of 0.005% is half the going rate for plain five  year municipal notes 

priced earlier this month. Applications for the five  year social bonds 

outstripped the JPY30b (USD270m) issue about 12 times, enabling the 

reduction in funding costs, according to one of the banks underwriting the 

deal. 

The so-called “greenium” – or green premium – underscores growing investor 

appetite for securities used to fund socially responsible investment. The 

money raised by the government of Japan’s capital city will fund projects 

including support for women who dropped out of the job market to raise 

children to regain employment, helping children with disabilities and aid for 

small- to mid-sized companies hurt by the pandemic. 

The city’s last five year bond sale, a green note that raised JPY10b, was priced 

at 0.02% on 16 October. Since then, yields on bonds including munis have slid 

in Japan. Among other local governments, Shizuoka Prefecture, Kyoto 

Prefecture, Sapporo City, and Miyagi Prefecture all priced plain five  year muni 

notes at 0.01% earlier this month. 

“Demand for this social bond deal was more than what we got for our green 

bonds,” said Hiromi Yoshiura, director of the Tokyo Metropolitan 

Government’s bond section. “We think that the purpose of the sales resonated 

well with investors.” 

Tokyo said earlier this month it is planning more social bond sales in the future, 

possibly including dollar-denominated notes if projects require large funds. –  

Bloomberg News. 

The Nikkei 225 Index opened 0.16% lower at 29.021.00 on Monday (28 June). 

The benchmark climbed 0.66% to 29,066.18 the previous session.  

ASIA EQUITIES 

M AINLAND CHINA & HONG KONG 

Didi Global Inc is on the cusp of pulling off one of the biggest US initial public 

offerings (IPOs) of the past decade, the culmination of five years of battling first 

Chinese regulators and then Covid-19. Now Beijing again threatens to spoil the 

party. 

Didi, the scrappy upstart that defeated Uber Technologies Inc in 2016 before 

embarking on an ambitious international expansion, aims to raise as much as 

USD4b in New York. But like its one-time foe, the car hailing giant has had to 

settle on going public at a far lower market value than previously targeted. 

 
Equity Markets 

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

 I ndex Close O v ernight YTD  

U S DJIA 34433.84 0.69% 12.51% 

 S&P 500 4280.70 0.33% 13.97% 

 NASDAQ 14360.39 -0.06% 11.42% 

Eur ope  Stoxx Europe 600 457.63 0.13% 14.69% 

G er many DAX 15607.97 0.12% 13.77% 

F r ance CAC 40 6622.87 -0.12% 19.30% 

U K FTSE 100 7136.07 0.37% 10.46% 

Asia  MSCI AxJ 891.78 1.09% 5.80% 

Ja pa n Nikkei 225 29066.18 0.66% 5.91% 

C hina SHCOMP 3607.56 1.15% 3.87% 

H ong  Kong Hang Seng  29288.22 1.40% 7.55% 

T a iwan TWSE 17502.99 0.55% 18.81% 

South Korea Kospi 3302.84 0.51% 14.94% 

Indonesia JCI 6022.40 0.17% 0.72% 

M a laysia KLCI 1559.68 0.26% -4.15% 

S ing apore  STI 3121.60 0.06% 9.77% 

India  Sensex 52925.04 0.43% 10.83% 

Emerg. M kt  MSCI EM 1379.59 0.89% 6.84% 

 

Government Bonds 

Be nchmark yields of major 10-year government bonds. 

 
Latest yield Previous yield 

Change 

(bps) 

U S 1.52% 1.49% 3.22 

G er many -0.16% -0.19% 3.30 

Ja pa n 0.05% 0.06% -0.90 

C hina 3.10% 3.09% 0.50 

T a iwan 0.43% 0.43% -0.20 

South Korea 2.10% 2.08% 2.70 

Indonesia 6.54% 6.56% -1.70 

S ing apore  1.56% 1.57% -1.03 

India  6.03% 6.01% 1.70 

 

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) 74.05 1.02% 74.25 33.64 

G old ($/oz.) 1776.60 0.06% 2063.00 1673.30 

C opper ($/ton) 9399.40 -0.05% 10737.50 6333.00 

C or n (cents/bu.) 636.50 -2.56% 775.00 307.25 

Soybean (cents/bu.) 1329.75 -3.03% 1677.25 860.00 

Whea t (cents/bu.) 637.00 -2.19% 773.00 468.25 

C of fee (cents/lb) 157.80 2.87% 168.65 103.55 

Sug ar (cents/lb) 427.80 0.23% 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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It is now seeking USD67b, barely up from its last round of funding in 2019, and 

far short of the most bullish expectations for USD100b – a reflection of the 

regulatory scrutiny that has hounded it ever since a pair of murders in 2018 

that founder Cheng Wei has called its “darkest days”. 

It now faces an antitrust probe into China’s Internet firms with uncertain 

outcomes for Didi and peers like major backer Tencent Holdings Ltd. The 

company, which was among 34 Internet giants ordered by regulators in April 

to correct excesses, had warned in an earlier filing that it could not assure 

investors that government officials would be satisfied with its efforts or that it 

would escape penalties. 

Despite missing the target valuation, Didi’s debut remains a milestone. 

Didi, whose shares had reportedly been trading at a valuation of about 

USD95b on the private market this year, is going public in what is shaping up 

to be a record year globally for IPOs. A blank cheque company listing boom in 

the US in the first couple months of 2021, as well as historically low interest 

rates and monetary stimulus, has led to a flurry of share sales, including by 

some of the world’s hottest tech companies. –  Bloomberg News. 

The Shanghai Composite Index closed up 1.15% at 3,607.56 while the Hang 

Seng Index gained 1.40% to 29,288.22. 

R EST OF ASIA 

Investors craving a slice of South Korea’s sizzling initial public offerings (IPOs) 

are taking an unlikely route via junk bonds to steal a march on their rivals. 

They are rushing into high yield debt funds that also invest in IPOs. While many 

funds worldwide park their money in both bonds and shares, and some invest 

in IPOs, the Korean products are unique in that the government gives them 

preferential access to equity offerings. 

The funds let individual investors seek better returns but also expose them to 

elevated risks, at a time when households are already saddled with record 

debt as they increase leverage to buy homes, stocks, or cryptocurrencies. But 

in a red hot market that saw, for example, retail orders earlier this year for SK 

Bioscience Co’s IPO exceed the supply by more than 300 times, the products 

lure investors as an easier way to get exposure to newly listed stocks. 

The nation’s IPO market is one of the hottest in the world now as the Kospi 

share index hits record highs, with deals syndicated in South Korea almost 

tripling so far this year to KRW5.8t (USD5.1b), according to Bloombe rg 

compiled data. The funds are entitled to get up to 5% combined of the 

allocation in IPOs. 

Authorities introduced those products in 2014 to entice investors to buy junk 

debt after a string of corporate failures chilled market sentiment. 

Funds that invest solely in IPOs also exist in Korea, but stiff competition means 

that they may not be able to buy new shares that they desire. That puts the 

bond funds at an advantage because they have preferential access to IPOs. –  

Bloomberg News. 

South Korea’s Kospi Index opened little changed at 3,302.17 on Monday (28 

June). It climbed 0.51% to 3,302.84 the previous session. 

Australia’s S&P/ASX 200 Index slipped 0.25% to 7,289.90 at the open on 

Monday. It gained 0.45% to 7,308.00 on Friday. 

The Taiwan Stock Exchange Weighted Index closed 0.55% higher at 17,502.99. 

COMMODITIES  

Oil posted its fifth straight weekly gain, the longest winning streak since 

December, as demand recovers and supplies continue tighten in the US and 

China. 

Futures in New York rose 3.4% last week (ended 25 June) to the highest level 

since October 2018. Demand continues to rebound while the market expects 

output will only get a modest increase from the Organization of the Petroleum 

Exporting Countries+ (OPEC+) alliance, which meets this week to discuss 

supply policy. 

 Stockpiles are draining rapidly as fuel consumption rebounds in key 

regions including the US and Europe. At the same time, the prospect 

of an imminent surge of Iranian oil is diminishing as talks to revive a 

nuclear deal drag on. The increasingly bullish picture is helping to 

fan speculation that Brent may eventually return to USD100.00 a 

barrel. 

Gasoline futures fell Friday (25 June) after the Supreme Court 

announced the same day that the Environmental Protection Agency 

has wide latitude to exempt refineries from federal mandates that 

they mix renewable fuels into gasoline and diesel. The decision 

marks a victory for oil companies that have sought a break from the 

requirements, arguing that costs have skyrocketed in the recent 

months. 

West Texas Intermediate for August delivery rose 1.02% to settle  at 

USD74.05 a barrel on the New York Mercantile Exchange. Brent for 

August settlement rose 0.82% to end session at USD76.18 on the 

ICE Futures Europe exchange. –  Bloomberg News. 

CURRENCIES 

The race to top of the Emerging Markets (EM) currency pack will be 

determined by central banks that are taking no chances with 

inflation. The trick is singling out those ready to turn rhetoric into 

action. 

Recent winners are the Mexican peso, Brazilian real, and Hungary’s 

forint – currencies whose central banks raised rates this month, 

protecting their relative yield advantage against accelerating prices 

and the prospect of rising US rates. Attention now turns to 

Colombia, Turkey, and Poland, where policymakers are due to set 

benchmark borrowing costs over the coming weeks. 

Last week’s (ended 25 June) tightening drive jolted markets, with a 

gauge of currencies in the developing world rebounding from its 

biggest five-day slide in nine months, bolstered by a surprise rate 

increase in Mexico that lifted the peso almost 2% on Thursday (24 

June). In Hungary, the central bank suggested it could follow through 

with more hikes, propelling the forint to its biggest weekly gain in 

more than a month against the euro. 

It shows that even with the Federal Reserve set to keep rates near 

zero until 2023 – reducing the risk of outflows from the asset class 

– investors are placing a premium on countries taking a hawkish 

stance as the global economy comes roaring back. 

The desire for clarity on central banks’ tightening plans was evident 

in Hungary. Going long forint against the euro is proving popular as 

Hungary begins its rate hike cycle while the European Central Bank 

maintains its ultra-loose stance. Derivatives traders turned the most 

bullish on the currency pair since February 2020 last week. 

While a split among economists and money market traders over the 

size and pace of the central bank’s actions had whipsawed the forint 

in June, it is still the biggest gainer in EM this quarter, after the real. 

Derivatives traders also boosted their bullish bets on the koruna to 

the highest since March 2020 after the Czech Republic become the 

second country in the European Union’s east to raise rates since the 

start of the pandemic. 

Investors are on the lookout for other EM that may raise borrowing 

costs as growth recovers from the pandemic-driven downturn. –  

Bloomberg News. 

On Friday, the US Dollar Index added 0.04% to 91.851, the euro 

inched up 0.03% to USD1.1935, the pound lost 0.31% to USD1.3879, 

and the yen strengthened 0.11% to 110.75 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 1.1935 0.03% 1.1975 1.1926  

GBP/USD 1.3879 -0.31% 1.3936 1.3871  

USD/JPY 110.75 -0.11% 110.98 110.48  

AUD/USD 0.7590 0.09% 0.7617 0.7580  

NZD/USD 0.7073 0.18% 0.7095 0.7056  

USD/CAD 1.2292 -0.26% 1.2330 1.2272  

USD/SGD 1.3423 -0.05% 1.3437 1.3397  

AUD/SGD 1.0188 0.04% 1.0210 1.0180  

NZD/SGD 0.9499 0.18% 0.9513 0.9476  

GBP/SGD 1.8634 -0.33% 1.8708 1.8625  

E UR/SGD 1.6022 -0.01% 1.6052 1.6008  

AUD/NZD 1.0739 -0.01% 1.0748 1.0724  

USD/IDR 14425 -0.10% 14443 14420  

USD/INR 74.1888 0.03% 74.2487 74.1362  

XAU/USD 1781.44 0.35% 1790.46 1773.75  

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"). 


