
The U.S. Dollar was marginally firmer in early Asian trading 
clinging to its rebound late last week, but mounting 
concerns about a slowing U.S. economic recovery from 
coronavirus epidemic kept a lid on gains. USD/JPY changed 
hands around 106.20, having gained almost 1% on Friday 
thanks in part to month-end buying following its dive into a 
4 ½ month low of 104.195. The Euro also shed 0.3% to 
$1.1744 off Friday's two-year high of $1.1908. U.S. bond 
yields have fallen to their lowest level since the market 
turmoil in March triggered by the pandemic, with the 
10-year yield slipping to near 0.50%, undermining the yield 
attraction of the Dollar. U.S. policy makers have so far 
struggled to clinch a deal to pump more money into the 
world's largest economy even as an expanded 
unemployment benefit, worth about $75 billion per month 
and accounting for nearly 5% of personal income, expired on 
Friday.

Gold rose to an all-time high in Asia as a softer USD and 
fears over the global economic fallout from surging 
coronavirus cases lifted demand for the safe-haven
metal. It was up 0.1% at $1,976.47 p/oz.
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Fitch Ratings revised the outlook on the United States' 
triple-A rating to negative from stable, citing eroding 
credit strength, including a growing deficit to finance 
stimulus to combat fallout from the coronavirus pandemic. 
The credit rating agency also said the future direction of 
U.S. fiscal policy depends in part on the November election 
for president and the resulting makeup of Congress, 
cautioning there is a risk policy gridlock could continue.

Japan's economy shrank an annualised 2.2% in 
January-March, unchanged after a second revision. On a 
quarter-on-quarter basis GDP shrank 0.6%, also unchanged 
from the second preliminary reading.

Japan's factory activity contracted at the slowest pace in 
five months in July, in a sign that pressures on 
manufacturers were easing somewhat and raising hopes 
that the worst impact from the coronavirus pandemic was 
over. The final au Jibun Bank Flash Manufacturing 
Purchasing Managers' Index (PMI) rose to a seasonally 
adjusted 45.2 in July from 40.1 in June and a preliminary 
reading of 42.6
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South Korean exports fell at the slowest pace in four months 
in July, a further sign a recovery in Asia's fourth-largest 
economy is gaining traction, although threats loom from 
global flare-ups in the COVID-19 pandemic. Overseas sales 
fell 7.0% in July y/y, the fifth month of decline but much less 
than June's 10.9% fall.

South Korea's manufacturing activity shrank at a much 
slower pace in July, signalling that a gradual recovery in 
demand is gaining momentum on easing lockdowns, 
although the resurgence in infections remained a risk. The 
IHS Markit purchasing managers' index (PMI) rose to 46.9 in 
July from 43.4 in June, marking the highest reading since 
January. The headline index reflected slower rates of decline 
in major sub-indexes such as output, new orders and export 
orders but those still remained low by historical standards.
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Technicals – 
Gold and Silver are moving lock in step with pivotal levels 
ahead, USD 2,000 p/oz for the yellow metal and USD 25.0 
p/oz for silver. A retrace towards 1,800 and 20.0 for 
respective metals is eyed for fresh long to be added. Both 
metals are playing out as a hedge against a weaker Dollar 
and impact of slowing growth as well an alternative 
investment in an environment of low interest rates and 
expensive valuation of fixed income asset class.

Chart 1 – 
EUR/USD key resistance at 1.200
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