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

EUR ECB meeting the main focus. Update on macro outlook expected. Normalisation track re-affirmed 

USD Fed keen to control inflation – will the data play ball? CPI the focus this week. 

JPY Intervention watch after recent surge in USD/JPY above 125  

GBP Heavy data week – Inflation and employment reports to counter some of the BoE’s recent dovish rhetoric  

 

Overnight comment  
As UST yields dipped the Nasdaq led US shares higher and the USD softened. In 
overnight trade, UST yields broadly held their drop and the US dollar continued to soften. 
Asian shares were mainly higher, with risk appetite firm, helped by China vowing to keep 
policy supportive. USD/JPY edged as low as 125.10, while EUR/USD pushed up 
above 1.0910. Brent futures pushed higher, with the front contract back above the 
$108 level.    

 
The BoK hiked rate by 25bp as expected and the Monetary Authority of Singapore both 
re-centred and steepened its currency band. Central bank tightening is the theme of the 
week. Australian labour market data were on the soft side, with flooding in March 
impacting labour availability. The Australian labour market remains very tight.  
 
MoF’s weekly portfolio flows data for the week ending 8 April showed Japanese 
investors remaining hesitant in the first full week of the fiscal year with net sales of 
foreign bonds almost flat (-¥1.4bn) but sales of overseas equities quite high (-¥1146bn). 
The report also showed heavy buying of Japanese equities at the start of the fiscal year. 
Net purchases of ¥1675bn were the highest weekly figure in over 20 years.   
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – ECB meeting (%, depo) -0.5/-0.5 

US – Jobless claims (k) 170/166 

US – Retail sales (%MoM, Mar) 0.6/0.3 

US – Ex auto retail sales (%MoM, Mar) 1.0/0.2 

US – U Mich consumer confidence (DI, Apr) 59.0/59.4 

   Source: Bloomberg 

 
Eurozone/UK. The ECB is likely to underscore that it remains on the path to tighter 

policy, although we do not expect President Lagarde to be explicit on the details of 
tighter policy and we think she will underscore that the Bank remains data dependent. 
The meeting seems unlikely to give EUR/USD a durable lift given the contrast between 
the ECB and the Fed, as well as the fact that we see the eurozone macro data in Q2 as 
being weaker than US data, given the surge in European energy prices, as well as risks 
of renewed conflict in Ukraine.         
 
US. US retail sales are set to jump MoM in March driven by higher gasoline prices. Auto 

sales on the month were soft. Ex auto and gas, sales are seen as close to flat. In real 
terms sales will be weak. Jobless claims remain near multi-year lows reflecting the 
strength of the labour market. Indeed, the insured unemployment rate implies a national 
unemployment rate of around 3.0%. At the same time, rising prices are undermining 
consumer confidence. The University of Michigan consumer confidence is at very low 
levels and is seen edging even lower. Meanwhile, earnings of some of the largest US 
financial institutions are also due.      

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
Do we need a recession?  
Earlier in the week, leading FOMC hawk, St Louis Fed President James Bullard suggested a number of his colleagues 
in central bank world were living in fantasy land, believing that pushing rates upto neutral would be sufficient to push 
inflation back down to target. Bullard argued that neutral was “not putting downward pressure on inflation. Its just 
ceasing to put upward pressure on inflation” He went on to note “We have to put downward pressure on the component 
of inflation that we think is persistent. Getting to neutral isn’t going to be enough it doesn’t look like, because while 
some of the inflation may moderate naturally. . . there will be a component of it which won’t”.  
 
Both the BoC and the RBNZ have hiked by 50bp this week. Other central banks, including the Fed look increasingly 
concerned about rising inflation risks since the surge in commodity prices in the wake of the Russian invasion of 
Ukraine. As we noted yesterday this comes against the backdrop of much tighter labour markets, which in turn hints at 
greater potential for wage-price spirals. Faster hikes (combined with Quantitative Tightening) imply a greater risk of a 
policy accident. It is no surprise that the latest monthly BofA survey of fund managers, published earlier this week, 
showed 71% of respondents expecting a slowdown in economic growth in the next 12 months - the highest percentage 
since October 2008, when Lehman Brothers collapsed.     
 
Judging the neutral rate is hard. It is easier when policy is being tightened slowly. The impact of monetary policy works 
with a lag and pre-judging the feedback from the economy can make for potential mistakes. Central bankers such as 
Bullard think that it is now imperative to take these risks, as a number of central banks risk falling behind the curve and 
losing credibility, which would then imply Volker-style hikes to restore credibility which would almost certainly imply a 
recession 
 
Bullard’s recent comments could be characterised as saying that we need to at least risk a recession to get inflation 
back under control and a failure to take that risk will lead to worse outcomes down the road.       
          
 

 Policy rates finally moving rapidly off the floor…      …as balance sheets shrink  

  

Source: Bloomberg, Mizuho 

 

 

Source : Current - Bloomberg: Forecasts - Mizuho 
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FX forecasts (as of 4 Apr) Current Q2 22 Q3 22 Q4 22 Q1 23

USD/JPY 124 126 125 123 120

EUR/USD 1.09 1.08 1.07 1.09 1.10

GBP/USD 1.31 1.33 1.34 1.36 1.39

EUR/GBP 0.83 0.81 0.80 0.80 0.79

EUR/JPY 135 136 134 134 132

GBP/JPY 162 168 168 167 167
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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 
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