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Currency Main focus of the week (S-T view) 

EUR Quiet week leaves EUR at mercy of events elsewhere  

USD USD to drift higher 

JPY Drifting back up in the absence of MoF 

GBP BoE expectations imply mild downside for GBP  

 
Overnight comment – BoJ hints at tighter policy, JPY flatlines  

Asian equities were mixed, with Chinese equities higher, helped by solid trade data and some 
positive news for the housing market. The Topix also rose, while equities elsewhere in Asia were 
mainly lower. UST yields edged a little higher in Asian time after a soft 10yr auction. The DXY index 
was a little higher in Asian time, with the bulk of the gain coming late in the session.   
 
Japan’s cash earnings data for March remain clouded by data issues. The headline number was 
weak but the same sample data were much less so with earnings growth accelerating from 1.9%YoY 
to 2.2%YoY. The leading index slipped a little in March. The driver of markets was the BoJ’s 
Summary of Opinions from the April meeting. One Board member noted “If underlying inflation 
continues to deviate upward from the baseline scenario against the backdrop of a weaker yen, it is 
quite possible that the pace of monetary policy normalization will increase”. Another person noted 
something similar. The fact that BoJ Governor Ueda met PM Kishida this week – after only a brief 
interval from the previous meeting has also spurred speculation that the BoJ is under pressure to 
hike faster to support the yen. Indeed, more BoJ tightening in the coming 12 months is now our core 
scenario. In our monthly forecast update published on 8 May, we now see USD/JPY much higher 
and the BoJ policy rate 50bp higher on a 12-month horizon vs 25bp previously. JGB yields jumped 
at the open, with the front end broadly consolidating through the session while back end yields 
declined. USD/JPY was flattish at 155.75.   
    
In comments yesterday both Wunsch and Holzman referenced the Fed, with Wunsch noting 
divergence from the Fed risked significant euro effects. Holzmann noted no need to rush rate cuts. 
EUR/USD drifted during Asian trade and currently sits around 1.0740. In the UK the RICS house 
price balance was unchanged at -5 in April. It has been steadily improving since autumn last year. 
Recent UK housing data have surprised on the soft side. Otherwise it was quiet ahead of the MPC 
meeting today. GBP/USD trades around 1.2485.   

                 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

UK – BoE meeting (%) 5.25/5.25 

US – Jobless claims 213/208 

   Source: Bloomberg 

 
Europe. The BoE’s 9 May policy meeting is the first since the Bernanke Review concluded. It is 
likely a little early to see much impact but it will be interesting to see if the fan charts survive until a 
replacement (in the form of scenarios) turn up. We suspect that they will survive for now. It’s a super-
Thursday so the BoE will release its quarterly Monetary Policy Report, as well as the minutes of the 
meeting alongside the policy decision. There will be a press conference too. The Bank is widely 
expected to leave policy unchanged. Since the 1 February meeting when the BoE last produced 
forecasts, financial conditions are little changed as is trade-weighted GBP. Equity markets are up, 
credit spreads have narrowed but yields have risen quite sharply. Oil prices have been volatile but 
are currently marginally higher, while gas prices are also slightly higher than ahead of the February 
meeting. At the margin these developments argue for a marginally lower CPI forecast at the back 
end of the forecast horizon. To some extent the impact of these moves in financial markets will be 
offset by a slightly worse starting point. The recent data on wages and prices show a little less 
progress than the BoE expected at the time of the February meeting.        
 
US. Jobless claims have remained fairly stable since autumn 2023 and continue to suggest that the 
labour market remains in decent shape. The Fed’s Daly speaks. We see her as at the dovish end of 
the spectrum and as such her comments on inflation will be of interest. The US Treasury continues 
to issue with today’s offering $25bn of 30yr bonds    

Market data 
(Source: Bloomberg)  
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