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

EUR Ukraine risks the main driver amid Russian “pull-back” 

USD Fed trying to get policy to neutral in a hurry. Front-loading rate hikes should keep USD supported 

JPY Intervention watch after last week’s surge in USD/JPY above 125  

GBP GBP under a little pressure amid BoE focus on downside risks   

 

Overnight comment  
Surging UST yields in the wake of Brainard’s comments on the balance sheet, pushed 
USD higher across the board yesterday, with the UST curve dis-inverting 2x10s. In the 
Asian session, UST yields and the US dollar continued to edge higher but at a slower 
pace. 2yr UST yields pushed towards the 2.6% level, their highest since early 2019. 
USD/JPY pushed above the 124 level, while EUR/USD dropped below 1.09, with 

worries about the upcoming French presidential election adding to the downside (see 
Currency Comment for more details) . EUR/CHF has dropped below 1.0150 and is at 
levels where the SNB may find currency strength uncomfortable. Surging UST yields 
have pushed FX volatility higher too.     
 
In the Asian session, the Chinese Caixin services PMI plunged from 50.2 to 42.0 

against the backdrop of ongoing lockdowns across the country. Most Asian equity 
markets were already lower ahead of the data following the decline in US equities 
yesterday but the weak Chinese data added to the down-beat sentiment. Brent edged 
higher amid concerns on sanctions. The EU is set to ban Russian coal but for now 
Russian crude is not in focus. EU Commission President von der Leyen has said that oil 
will be targeted in due course. Brent futures pushed back above $107/barrel.    
 
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

GE – Factory orders (%MoM, Mar) -0.2/1.8 

EZ – PPI (%YoY, Mar) 31.7/30.6 

US – FOMC minutes  -- 

   Source: Bloomberg 

 
Eurozone/UK. German factory orders dropped a larger than expected 2.2%MoM in 

February, dragged lower by overseas orders. The release hints at slower activity even 
ahead of the Russian invasion of Ukraine. ECB’s Lane speaks. He Has been at the more 
dovish end of the spectrum, highlighting the two-sided risks from recent events.    
 
US. The main focus will be the minutes of the Fed’s 16 March FOMC meeting. In his post 

meeting press conference Fed Chair Powell directed investors’ attention to the minutes 
for a deeper discussion of the balance sheet. In the wake of Brainard’s comments on 
Tuesday, it seems that there are likely to be fewer surprises. She noted that the FOMC 
would hike methodically and start “to reduce the balance sheet at a rapid pace as soon 
as our May meeting”. She went on to note “Given that the recovery has been 
considerably stronger and faster than in the previous cycle, I expect the balance sheet to 
shrink considerably more rapidly than in the previous recovery, with significantly larger 
caps and a much shorter period to phase in the maximum caps compared with 2017–
19”. There is no surprise in the May start date but Brainard’s comments suggest that the 

run off will be ramped up to full speed in short order. We look for the roll-off to be around 
$100bn/month of which USTs will be around $65bn. 
 
     

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
Macron’s lead in the polls narrows 

For much of 2022, the French presidential election has seemed like a formality. The incumbent President Macron has 
polled well and is widely expected to win. He has continually topped the polls, thus ensuring that he will make it into the 
second round. Furthermore, he has polled well in all potential match-ups in the second round. In addition, in the wake 
of the Russian invasion of Ukraine, it looked like a number of right-wing candidates, most of whom have had some 
sympathy with some of Putin’s views on various issues in recent years, would be discredited, while Macron would be 
able to play the statesman and would enjoy additional time in the spotlight to the detriment of his challengers.     
 
Le Pen finishing strongly 
The first round vote takes place on 10 April and bar a major shock it will likely show Macron in first place and Le Pen in 
second. These two will then contest the second round on 24 April. Generally speaking the centrist candidate has an 
advantage as the extremes tend to be more likely to vote for a centrist rather than the opposite extreme in the second 
round. Macron picked up a lot of the left-wing vote last time when he handily beat Le Pen by 66% to 34% in the 2017 
run-off.   
 
Polls suggest a tighter race this time round. Macron is a known entity and not hugely popular. He is now the 
establishment candidate and will not be first choice of those looking for “change”. He is sometimes portrayed as a 
president for the rich and this will hit his natural support from the left. Macron’s economically liberal programme will 
prove less popular against a backdrop of bread and butter economic issues, where voters expect the state to step in 
and shield them from the wild swings in energy prices.    
 
As for Le Pen, she has been fortunate as the candidacy of the extremist Eric Zemmour has made le Pen look moderate 
by comparison and she has stressed economic issues such as inflation on the campaign trail. Pundits agree that she 
has managed to moderate her style.      
 
Macron still the favourite but much less comfortably so  
There is no doubt that Macron remains the favourite but it is much less of a foregone conclusion than it looked one 
month ago. The CAC 40 performance is comparable to the Dax over the past month and has only really started to 
underperform this week. It is a similar picture for French bonds. In the FX universe, the cost of hedging EUR/USD over 
the election date has risen. Whilst it is clear the surging UST yields are the primary driver of recent EUR weakness in 
recent sessions, the French election is also weighing on EUR at present.    
 

Le Pen has polling better in recent weeks 

 

Source: Wikipedia 

 

Source : Current - Bloomberg: Forecasts - Mizuho 
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FX forecasts (as of 1 Apr) Current Q2 22 Q3 22 Q4 22 Q1 23

USD/JPY 123 126 125 123 120

EUR/USD 1.11 1.09 1.07 1.09 1.10

GBP/USD 1.31 1.33 1.34 1.36 1.39

EUR/GBP 0.85 0.82 0.80 0.80 0.79

EUR/JPY 137 137 134 134 132

GBP/JPY 161 168 168 167 167
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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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