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

EUR Tensions in Ukraine add to rising inflation risks 

USD Payrolls to underscore labour market tightness, necessity of tighter policy 

JPY BoJ to enforce YCC, underscoring policy divergence between Japan and the rest of the G10  

GBP BoE rate hikes to continue   

 

Overnight comment  
US stocks closed down to round out their worst quarter since Q1 2020. Asian equity 
markets got the new quarter off to a soft start. Chinese and Indian shares were higher 

but most other indices were a little weaker. Most Asian manufacturing PMIs were a little 
softer on the month, with the ASEAN manufacturing PMI sliding to a 6-month low, while 
inflation pressures were at a record high. UST yields pushed higher, with the 2x10s 
curve almost flat. The DXY index was firm. USD/JPY pushed up above 122.25, while 
EUR/USD dropped towards 1.1050, despite Brent futures dropping below $104 in 

the wake of yesterday’s US announcement on the release of some of its strategic 
reserves.   
 
The BoJ’s Tankan survey showed sentiment slipping in Q1 but nonetheless a little 
better than expected, while the outlook for Q2 was seen deteriorating further – a hint 

that activity in Q2 will not pick up strongly after a weak first quarter. Capex spending was 
weaker than expected. Large manufacturers saw USD/JPY averaging 111.93 in FY22 
and EUR/JPY averaging 128.18. The survey dates were 24 Feb to 31 Mar. While the 

EUR/JPY figure is close to the average during the survey period (130.75) the same 
cannot be said of USD/JPY which averaged 118.41 during the survey period.        
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ– CPI (%YoY, Mar) 6.7/5.8 

US – Non-farm payrolls (k, Mar) 490/678 

US – Unemployment (%, Mar) 3.7/3.8 

US – Average hourly earnings (%YoY, Mar) 5.5/5.1 

   Source: Bloomberg 

 
Eurozone/UK. In light of the national releases in Germany (Act 7.6%YoY vs 6.8%YoY 

consensus) Spain (9.8% vs 8.4%), France (5.1% vs 4.9%) and Italy (7.0% vs 7.2%), the 
risks to the eurozone CPI for March (cons 6.7%YoY) are firmly to the upside. Headline 
CPI will likely top 7.0%YoY. It remains the case in Europe that the key driver is energy 

prices and core inflation remains significantly lower than in the US and the UK.  
  
US. Non-farm payrolls are likely to show another decent jump in employment. If 

the consensus forecast for another ~500k increase is correct, the total number of jobs 
lost since February 2020 will shrink to just 1.6mn in March 2022, down from a peak of 
22mn in April 2020. This implies that total employment will be back to its pre-Covid 
size most likely sometime during Q3. The JOLTS data (Feb) showed workers willing 
to leave positions voluntarily, usually a sign of rising wages/confidence. AHE will be a 
key focus in the labour market report, especially given the Fed’s new focus on 
inflation. It will also be interesting to see how participation reacts to falling real incomes, 

softer equity markets and rising wages. These conditions suggest labour supply should 
improve but Covid concerns continue to linger. 
 
    

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
US labour market firmer that eurozone one. US wages rising much faster, keeping Fed under more pressure  

Non-farm payrolls are a key report for checking the health of the US economy but in recent months the focus has 
switched more from the employment recovery to the potential for that recovery to generate inflation. Average hourly 
earnings and participation are receiving more focus as the Fed trains its guns on inflation. The unemployment rate is 
near the pre-Covid level (3.5%) at just 3.8%. The drop in participation is one factor that has been driving the 
unemployment rate lower. Some of this is due to a drop in prime-age participation so it is not just a function of early 
retirement. This mainly reflects a drop in part-time workers. Full-time employment has more or less fully recovered. It is 
likely that pandemic concerns continue to keep some out of the labour force. Survey data suggests this figure is 
somewhere in the 1~2mn range.   
 
Average earnings are among the key indicators given the importance of wages for the inflation outlook. Improving 
labour supply should in due course help ease recent rapid wage growth but as yet there is no sign that supply can react 
fast enough to align with strong labour demand. Indeed, the Fed now believes that it will have to actively slow labour 
demand or risk a wage/price spiral.  
 
Whilst the eurozone unemployment rate is below its pre-pandemic level and sits at a four-decade low, the labour 
market is clearly less stretched. Some eurozone countries are still running the remnants of furlough schemes and 
these are helping keep some individuals off the unemployment rolls, albeit an increasingly small number. Bloomberg 
estimates that slack in the labour market is still around 0.8pp higher than it was before Covid. As in the US, there has 
been a surge in vacancies in the eurozone, although the scale of the US surge is much larger.  
 
To date wage growth in the eurozone continues to lag that of the US and this is a key difference between the inflation 
outlook for the ECB and the Fed. That said, the eurozone labour market is just starting to exhibit some of the positive 
trends seen in the US in the middle of last year and the ECB will be wary of such developments.         
 

Unemployment near pre-pandemic levels in US and Eurozone but US wage growth much faster    

  

Source: Bloomberg 

 

 

Source : Current - Bloomberg: Forecasts - Mizuho 
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Eurozone wages (%YoY) US average earnings (%YoY)

FX forecasts (as of 28 Mar) Current Q2 22 Q3 22 Q4 22 Q1 23

USD/JPY 125 127 125 120 120

EUR/USD 1.10 1.06 1.06 1.07 1.09

GBP/USD 1.31 1.30 1.33 1.36 1.38

EUR/GBP 0.84 0.82 0.80 0.79 0.79

EUR/JPY 138 135 133 128 131

GBP/JPY 164 165 166 163 166
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This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author(s). It has not been prepared by an 

independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed to 

promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment 

research.  

 

This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC”) Regulations 1.71 and 23.605 

promulgated pursuant to the U.S. Commodity Exchange Act and is not intended to provide information upon which to base a decision to enter 

into a derivatives transaction regulated by the CFTC.  Any discussion in this publication of derivatives is limited to commentary on economic, 

political, or market conditions and statistical summaries of multiple companies’ financial data, which may include lists of current ratings. 

 

This publication is not intended to be relied upon as advice to investors or potential investors and does not take into account investment 

objectives, financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients within the meaning of the 

United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US, Brazilian, Japanese, Singapore 

or any other applicable securities laws. This publication has been prepared for information purposes only and is not intended by Mizuho to 

market any financial instrument, product or service or serve as a recommendation to take or refrain from taking any particular course of action 

or participate in any trading or other strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security 

or any of the assets, businesses or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading 

or other strategy, nor a disclosure document under applicable laws, rules, regulations or guidelines. These materials and the content of any 

related presentation are confidential and proprietary and may not be passed on to any third party and are provided for informational purposes 

only. As a general rule you will not have a right to terminate early any transaction entered into – if you wish to do so, losses may be incurred by 

you Mizuho shall have no liability for any losses you may incur as a result of relying on the information herein or in any related presentation. 

 

The information contained in this publication may not be current due to, among other things, changes in the financial markets or economic 

environment. Mizuho has no obligation to update any information contained in this publication. Past performance is not indicative of future 

performance. 

 

This Publication has not been nor will be submitted to, or reviewed by, any regulatory authority.  Without limiting the generality of the foregoing, 

nothing contained herein is in any way intended by Mizuho to offer, solicit and/or market any financial instrument, product or service, or to act as 

any inducement to enter into any contract or commitment whatsoever.  A recipient must complete its own independent analysis of the financial 

instrument, product or service and receive all information it requires to make its own decision, investment or otherwise, including, where 

applicable, a review of any prospectus, prospectus supplement, offering circular or memorandum describing such item. The information 

contained in this Publication has been obtained from public sources and such information is believed to be correct and reliable but has not been 

independently verified. 
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is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 

 

Singapore: Mizuho is licensed as a bank under the Banking Act (Chapter 19) of Singapore, and is regulated by the Monetary Authority of 

Singapore. 
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