
 

 
 A dovish Fed leaves the USD as the worst G10 performer 

 Boris Johnson surges ahead in Prime Minister race after 

Theresa May resigns 

 US President Trump and China’s President Xi agree to a 

temporary trade truce at the G20 summit 

Key Dates 

June 3  US ISM manufacturing PMI 52.1 versus 53.0 expected 

June 4  The Reserve Bank of Australia (RBA) cuts rates by 25bp to 

1.25% as expected 

June 6  The European Central Bank (ECB) keeps the policy rate 

unchanged 

June 7  Theresa May steps down as leader of the Conservative Party 

  US non-farm payrolls 75k versus 175k expected 

June 10  USD-CNY reaches a year-to-date high of 6.9383 

June 18  ECB’s Draghi states “further interest rate cuts remain part of 

ECB tools” 

June 19  The Federal Reserve (Fed) keeps rates on hold, gives dovish 

commentary as “dots” projections move lower 

June 20  Iran-US tensions escalate 

  Boris Johnson and Jeremy Hunt reach the final stage of the 

Conservative Party leadership race 

June 25  The USD index reaches a three-month low of 95.843 

  Gold reaches six-year high of USD1,439.21/oz 

June 26  The Reserve Bank of New Zealand (RBNZ) keeps rates on 

hold at 1.50% 

June 29  US President Trump and China’s President Xi agree to a 

temporary trade truce 
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Summary – Doves dampen the USD 

The USD was the worst G10 performer in June, weighed down by increased expectations of a 

Federal Reserve (Fed) rate cut, and weaker-than-expected economic data. Downside surprises 

came from activity data earlier on in the month, which put the USD under pressure. However, 

the biggest catalyst for the USD downturn came on 19 June with a dovish Fed meeting, 

although rates were held steady. The “dots” projections showed that seven policymakers saw 

50bp of cuts as likely for 2019. 

The EUR strengthened in June, despite the European Central Bank (ECB) keeping its policy 

rate unchanged, and extending forward guidance to indicate that this would be the case until 

mid-2020. Economic data out of Europe was not particularly strong, but the EUR was buoyed by 

soggy US data and a dovish Fed, ultimately ending the month up against the USD. 

The GBP weakened versus all G10 currencies bar the USD as uncertainty on both the Brexit 

process and domestic politics continued. Most notably, Boris Johnson surged ahead in the race 

to become Prime Minister (PM) after Theresa May stepped down from her position on 7 June. 

Elsewhere: As geopolitical tensions between the US and Iran heightened, gold surged to a six-

year high of USD1,439.21/oz1 on 25 June. Oil was also buoyed by the developments in the 

Middle East, given 20% of global crude supplies pass through the Strait of Hormuz on a daily 

basis. The CAD was the best G10 performer against the USD in June, appreciating 3.2%, 

supported by the rally in oil prices and a dovish Fed. The RMB rallied as the FX market awaited 

a Trump-Xi meeting at the G20 summit, where a temporary trade truce was agreed. The JPY, 

the AUD, and the NZD all finished the month stronger against the USD, due to a dovish Fed. 

The AUD and the NZD had similar stories, dovish central bank tones and no upbeat data 

releases but still outperformed the USD. 

 

June G10 performance 

 

Source: Bloomberg, HSBC 
 

US: The worst performer 

The USD weakened in June, weighed down by weaker-than-expected data and growing 

expectations of a Federal Reserve (Fed) rate cut. Early in the month, softer-than-expected data 

was the main factor dragging the currency lower. ISM manufacturing surprised to the downside 

on 3 June, followed by non-farm payrolls undershooting expectations at 75k on 7 June. While 

                                                           

1 All prices in this report are taken from Bloomberg. 
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stronger-than-expected industrial production and robust retail sales on 14 June provided some 

support for the currency, the USD ended the month weaker due to growing expectations of a 

Fed rate cut towards the end of the month. 

The Federal Open Market Committee (FOMC) meeting on 19 June went a long way to validate 

dovish rate expectations. While the policy rate was left unchanged, the USD weakened as the 

policy guidance was notably dovish. The “dots” projections for 2019 showed seven 

policymakers saw 50bp of cuts as likely, and one member anticipated a 25bp easing. The 

median dots for 2020 and 2021 were pulled lower, as was the long-term dot. The USD slid 

lower in the end of the month, weighed down by another round of soggy data. Both 

manufacturing and services PMIs came in softer than expected on 21 June. A dovish Fed and 

weaker-than-expected data saw the USD index reach a three-month low of 95.843 on 25 June 

and end the month 1.7% weaker. 

 

EUR-USD 

 

Source: Bloomberg, HSBC 
 

Eurozone: Draghi is frank in Sintra 

The EUR strengthened in June, despite a dovish European Central Bank (ECB). The FX market 

focused on the dovish rate guidance by the Fed instead, seeing the EUR rally 1.8% against the 

USD on the month. On 6 June, the ECB kept the policy rate unchanged and extended its 

forward guidance to indicate that rates would be kept unchanged to mid-2020. The dovish 

narrative continued later in the month as the ECB’s President Draghi stated on 18 June that 

“further interest rate cuts remain part of ECB tools” at a forum in Sintra, Portugal. The EUR 

initially weakened in reaction to President Draghi’s comment. But, a dovish policy 

announcement by the Fed on the next day saw the USD sell off through to the end of the 

month, with a stronger EUR being the flip side. 

The story on the data front was similar. Eurozone data was not particularly upbeat, but soggy 

US data buoyed the EUR. On the bright side, French industrial production was slightly stronger 

than expected and June PMIs in both Germany and France beat expectations. However, the 

weakness in the German manufacturing sector continued. Factory orders fell 5.3% YoY and 

industrial production came in weaker than expected at -1.8% YoY. Nevertheless, weaker-than-

expected PMIs in the US on 21 June and a dovish Fed story saw EUR-USD reach a three-

month high of 1.1412 on 25 June. 
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UK: The race is on 

Uncertainty on both the Brexit process and domestic politics continued, causing the GBP to 

weaken versus all G10 currencies bar the USD. In terms of domestic politics, Theresa May 

stepped down as Conservative Party leader on 7 June, which kick started a Tory leadership 

contest. As the month progressed, Boris Johnson surged ahead in the race to become the next 

PM. GBP-USD drifted lower as the market feared the rising risk of a no-deal Brexit. GBP-USD 

reached 1.2506 on 18 June, a level not seen since the 3 January flash crash. The third round of 

votes on 20 June confirmed Boris Johnson would face Jeremy Hunt in the final stage of the 

race, a result expected to be announced by the week of 22 July 2019. Both candidates said 

they want to leave the EU on 31 October 2019. 

Amidst all the political uncertainty, developments on the data front were mixed. On the upside, 

labour market data beat expectations, with employment growth of 32k in the three months to 

April versus 4k expected. On the downside, manufacturing PMI dropped below 50 for the first 

time since 2016 and industrial production contracted 1.0% YoY versus a 0.9% expansion 

expected. Despite finishing stronger against the USD, the GBP’s risks were reflected against 

other currencies, with EUR-GBP rising 1.3% in June. 

 

GBP-USD 

 

Source: Bloomberg, HSBC 
 

Japan: Geopolitics the driver 

USD-JPY traded in a tight range during the first half of the month but then broke lower as an 

escalation of geopolitical tensions buoyed the JPY. Risk appetite dropped as the dispute 

between US and Iran heightened on 20 June. The Bank of Japan (BoJ) stressed that it faced 

significant risks associated with overseas economies, but these comments were largely 

overlooked. Geopolitical tensions and a dovish Fed saw USD-JPY reach a five-month low of 

106.78 on 25 June. The pair bounced back from this low later in the month, as US Treasury 

Secretary Mnuchin commented that the US-China trade deal was about 90% done and “there is 

a path to complete this” (CNBC, 26 June 2019). However, the JPY still ended the month 0.4% 

stronger against the USD. 
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USD-JPY 

 

Source: s 
 

China: Truce, for now 

The RMB strengthened against the USD in June. Most of the rally took place during the second 

half of the month as the FX market awaited a Trump-Xi meeting at the G20 summit, scheduled 

for the end of the month. The RMB did come under pressure early in the month when the 

People’s Bank of China’s (PBoC) Governor Yi commented that there was “tremendous room” 

for easing monetary policy, and he was not wedded to defending the RMB at a particular level. 

USD-CNY reached a year-to-date high of 6.9383 on 10 June. The RMB rebounded on 18 June 

as US President Trump confirmed that he and China’s President Xi would meet at the G20 

summit. At the meeting, President Trump and President Xi agreed to a temporary trade truce. A 

dovish Fed rate announcement on 19 June was another factor that supported the RMB. The 

currency ended the month 0.6% stronger against the USD. 

 

Canada: Gets the gold 

The CAD was the best G10 performer in June. Stronger-than-expected data and a bounce-back 

in oil prices saw the CAD finish June up 3.2% against the USD. The CAD strengthened as 

labour market data beat expectations on 7 June with employment rising by 27.7k versus 5.0k 

expected. Inflation also came in higher than expected. CPI printed at 2.4% YoY versus 2.1% 

expected on 19 June, seeing the CAD rally further. The broad USD weakness and a rally in oil 

prices also provided support for the currency. A combination of these factors saw USD-CAD 

reach a seven-month low of 1.3060 on 28 June. 

 

Australia: Bad, but the USD was worse 

The AUD ended the month stronger against the USD, as soggy US data and a dovish Fed 

weighed on the USD. The Reserve Bank of Australia (RBA) was dovish too. The RBA cut rates 

on 4 June by 25bp to 1.25% as expected and Governor Lowe said “it is not unreasonable to 

expect a lower cash rate”. AUD-USD rallied 0.3% on 7 June, breaking above 0.70 as US non-

farm payrolls undershot expectations. In terms of domestic data, Australia retail sales and 

consumer confidence edged lower. While employment growth beat expectations, the bulk of the 
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gains were in part-time hiring. A dovish rate announcement by the Fed on 19 June kept the 

USD under pressure, seeing the AUD finish the month 1.2% stronger against the USD. 

 

New Zealand: Doves in the race 

The NZD finished June stronger against the USD, as the bearish USD story dominated, amid 

soggy US data and a dovish Fed. Data from New Zealand was not particularly upbeat either, 

with manufacturing PMI dropping to 50.2 and Q1 GDP being in line with expectations at 0.6%  

QoQ. On the monetary front, a dovish rate announcement by the Fed on 19 June kept the USD 

under pressure in the second half of the month. The Reserve Bank of New Zealand (RBNZ) was 

dovish as well. The RBNZ kept rates on hold at 1.50% on 26 June but signalled another cut was 

likely “over time”. Despite the dovishness of the RBNZ, NZD-USD reached a two-month high of 

0.6721 on 28 June. The NZD eventually finished the month 2.9% stronger against the USD. 

 

Oil: A June jump 

Oil prices bounced back in June as the tension between the US and Iran heightened. Brent crude 

rallied as Iran-US tensions escalated on 20 June. The tensions were centred around the Strait of 

Hormuz, through which 20% of global crude supplies pass on a daily basis. The global benchmark 

was also supported by evidence of a fall in oil inventories. On  

26 June, the Energy Information Administration revealed US crude inventories in the previous week 

dropped by the largest margin since September 2016 – 12.8m barrels. Brent reached a monthly 

high of USD66.85 per barrel on the day and ended the month 3.2% stronger. 

 

Gold: A six-year high 

Gold reached its highest level since May 2013. Early in the month, the ‘safe haven’ metal was 

supported by a weaker USD. A further boost came later in the month by dovish Fed comments on 

19 June, with a big jump in investor demand for gold ETFs as a result. The yellow metal picked up 

further momentum as the market looked towards escalating geopolitical tensions in the Middle 

East. Broad USD weakness and heightened geopolitical tensions saw gold reach its highest level 

since May 2013 on 25 June at USD1,439.21/oz, and finish the month 8.0% stronger. 

 

 
Movers in June vs. USD 

CAD +3.2%   

NZD +2.9%   

 
 

  
Upcoming key events 

Date Event  

10-July BoC rate announcement 

25-July ECB rate announcement 

30-July BoJ rate announcement 

31-July FOMC rate announcement 

 
 

 
Commodities 

Gold  +8.0% 

Brent Crude Oil +3.2% 

 
 

  

Source: Bloomberg   
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Disclosure appendix 

Important disclosures 

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to 

buy the securities or other investment products mentioned in it and/or to participate in any trading strategy.  Information in this 

document is general and should not be construed as personal advice, given it has been prepared without taking account of the 

objectives, financial situation or needs of any particular investor.  Accordingly, investors should, before acting on it, consider the 

appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional 

investment and tax advice.  

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may 

not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the 

investment products mentioned in this document and take into account their specific investment objectives, financial situation or 

particular needs before making a commitment to purchase investment products.   

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor 

may get back less than originally invested.  Certain high-volatility investments can be subject to sudden and large falls in value 

that could equal or exceed the amount invested.  Value and income from investment products may be adversely affected by 

exchange rates, interest rates, or other factors.  Past performance of a particular investment product is not indicative of future 

results. 

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of 

companies covered in HSBC Research on a principal or agency basis.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

Additional disclosures 

1 This report is dated as at 02 July 2019. 

2 All market data included in this report are dated as at close 01 July 2019, unless a different date and/or a specific time of 

day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of 

Research operate and have a management reporting line independent of HSBC's Investment Banking business. 

Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses 

to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument.  
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Disclaimer 

This document is prepared by The Hongkong and Shanghai Banking Corporation Limited (‘HBAP’), 1 Queen’s Road Central, Hong Kong. HBAP is incorporated in Hong Kong and is part of the 

HSBC Group. This document is for general circulation and information purposes only. This document is not prepared with any particular customers or purposes in mind and does not take into 

account any investment objectives, financial situation or personal circumstances or needs of any particular customer. HBAP has prepared this document based on publicly available information at 

the time of preparation from sources it believes to be reliable but it has not independently verified such information. The contents of this document are subject to change without notice. HBAP is 

not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or relating to your use of or reliance on this document. HBAP gives 

no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document. This document is not investment advice or recommendation nor is it intended to sell 

investments or services or solicit purchases or subscriptions for them. You SHOULD NOT use or rely on this document in making any investment decision or decision to buy or sell currency. HBAP 

is not responsible for such use or reliance by you. You SHOULD consult your professional advisor in your jurisdiction if you have any questions regarding the contents of this document. You 

SHOULD NOT reproduce or further distribute the contents of this document to any person or entity, whether in whole or in part, for any purpose. This document may not be distributed to the US, 

Canada or Australia or any other jurisdiction where its distribution is unlawful. 

Jersey 

HSBC Expat, a division of HSBC Bank plc, Jersey Branch, has distributed this document to its customers for general reference only. HSBC Expat is not responsible for any loss, damage or other 

consequences of any kind that you may incur or suffer as a result of, arising from or relating to your use or reliance of this document. We give no guarantee as to the accuracy, timeliness or 

completeness of this document. HSBC Expat will distribute this document to customers, at their request, where we can lawfully do so. 

Mainland China 

In mainland China, this document is distributed by HSBC Bank (China) Company Limited (“HBCN”) to its customers for general reference only. This document is not, and is not intended to be, for 

the purpose of providing securities and futures investment advisory services or financial information services, or promoting or selling any wealth management product. This document provides all 

content and information solely on an "as-is/as-available" basis. HBCN is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising 

from or relating to your use of or reliance on this document. You SHOULD consult your own professional adviser if you have any questions regarding this document. 

Hong Kong 

In Hong Kong, this document is distributed by HBAP to its customers for general reference only. HBAP is not responsible for any loss, damage or other consequences of any kind that you may 

incur or suffer as a result of, arising from or relating to your use or reliance of this document. HBAP gives no guarantee, representation or warranty as to the accuracy, timeliness or completeness 

of this document. 

Malaysia 

In Malaysia, this document has been prepared by HBAP is issued and distributed by HSBC Bank Malaysia Berhad (127776-V) / HSBC Amanah Malaysia Berhad (807705-X) (the "Bank"). The 

Bank is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result, of arising from or relating to your use of or reliance on this document. 

Singapore 

In Singapore, this document is distributed by HSBC Bank (Singapore) Limited (“HBSP”) pursuant to Regulation 32C of the Financ ial Advisers Regulations, to its customers for general reference 

only. HBSP accepts legal responsibility for the contents of this document, and may be contacted in respect of any matters arising from, or in connection with, this document. Please refer to HBSP’s 

website at www.hsbc.com.sg for its contact details. 

Taiwan 

In Taiwan, this document is distributed by HSBC Bank (Taiwan) Limited, [13F/14F No 333, section 1 Keelong Rd, Taipei] to its customers for general reference only. HSBC Bank (Taiwan) Limited 

is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or relating to your use or reliance of this document. Clients of 

HSBC Bank (Taiwan) Limited should contact their relationship manager in respect of any matters arising from or in connection with this document. 

United Arab Emirates 

In the UAE, this document is distributed by HSBC Bank Middle East Limited (“HBME”) U.A.E Branch, P.O.Box 66, Dubai, U.A.E, wh ich is regulated by the Central Bank of the U.A.E and lead 

regulated by the Dubai Financial Services Authority. HBME is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or 

relating to your use of or reliance on this document. 

India 

In India, this document is distributed for general reference by The Hongkong and Shanghai Banking Corporation Limited, India (HSBC India), having its India corporate office at 52/60, Mahatma 

Gandhi Road, Fort, Mumbai 400 001. HSBC India is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or relating to 

your use of or reliance on this document. HSBC India gives no guarantee, representation or warranty as to the accuracy, timel iness or completeness of this document and clients should contact 

their relationship manager in respect of any clarifications arising from or in connection with this document. 

Miscellaneous 

Notwithstanding this document is not investment advice, please be aware of the following for the sake of completeness. Past performance is not an indication of future performance. The value of 

any investment or income may go down as well as up and you may not get back the full amount invested. When an investment i s denominated in a currency other than the local currency of an 

investor, changes in the exchange rates may have an adverse effect on the value, price or income of that investment. Where there is no recognized market for an investment, it may be difficult for 

an investor to sell the investment or to obtain reliable information about its value or the extent of the risk associated with it. This document may contain forward-looking statements which are, by 

their nature, subject to significant risks and uncertainties. Such statements are projections, do not represent any one investment and are used for illustration purpose only. Customers are reminded 

that there can be no assurance that economic conditions described herein will remain in the future. Actual results may differ  materially from the forecasts/estimates. No assurance is given that 

those expectations reflected in those forward-looking statements will prove to have been correct or come to fruition, and you are cautioned not to place undue reliance on such statements. No 

obligation is undertaken to publicly update or revise any forward-looking statements contained in this document or any other related document whether as a result of new information, future events 

or otherwise. 

The Hongkong and Shanghai Banking Corporation Limited, its affiliates and associates and their respective officers and/or employees, may have interests in any products referred to in this 

document by acting in various roles including as distributor, holder of principal positions, adviser or lender. The Hongkong and Shanghai Banking Corporation Limited, its affiliates and associates, 

and their respective officers and employees, may receive fees, brokerage or commissions for acting in those capacities. In addition, The Hongkong and Shanghai Banking Corporation Limited, its 

affiliates and associates, and their respective officers and/or employees, may buy or sell products as principal or agent and may effect transactions which are not consistent with the information 

set out in this document. 

© Copyright 2019. The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED. No part of this document may be reproduced, stored in a retrieval system, or transmitted, 
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