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

EUR Focus on France ahead of the 2nd round of the presidential elections on 24 April. Implications for all the EU  

USD Beige Book to underscore prospects of aggressive action at 4 May FOMC meeting 

JPY MoF/BoJ still on intervention watch as USD/JPY surges above 125  

GBP Heavy data week – Focus on UK consumers as they enter the historic income squeeze  

 

Overnight comment  
USD/JPY surged above 128 in the Asian session to a 20-year high. Commentary 

from Bullard saying 75bp hikes should not be ruled out helped underscore the policy 
divergence theme. Bullard reiterated his hopes of getting the policy rate to 3.5% by year 
end. Japanese Finance Minister Suzuki warned market participants that MoF was 
watching market developments with a “strong sense of vigilance” but his comments had 
little impact. On Monday BoJ Governor signalled growing discomfort with the weakening 
yen noting recent moves have been “very rapid”. The push up to 128 has indeed been 
rapid but without any prospect of a change in BoJ policy, any MoF intervention seems 
unlikely to be especially successful.  
 
Two polls from Monday showed Macron’s lead over Le Pen edging higher. In one poll 
Macron had 56% of the vote and in the other 54.5%. Although the lead is narrow, it is 
consistent. Macron is always ahead, albeit by a small margin. Betting markets have a 
Macron victory around 90%. EUR gained little from the rise in Macron’s popularity, 
with EUR/USD edging down to the 1.0775 level. The next set piece in the French 

presidential election is the televised debate on Wednesday evening. GBP/USD also 
edged lower, with the pair pushing below 1.30. EUR/GBP was little changed hovering 
around 0.8288.   

 
China GDP was a little stronger than expected on Monday but the monthly consumer 
data for March were weak, hinting at slower activity in Q2. Overnight, Asian stocks were 
mostly positive, although the Hang Seng was the main exception as China introduced 
new limits on streaming, which hit tech stocks. UST yields were little changed overnight, 
at elevated levels, with 10yr yields above 2.8%. The RBA minutes underscored that 
the RBA is likely to bring forward rate hikes, allowing AUD to bounce of recent 
lows. AUD/USD pushed up to 0.7370.   

 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

US – Housing starts (%MoM, Mar) -1.6/6.8 

   Source: Bloomberg 

 
Eurozone/UK. There are no data or events in Europe today         

 
US. The housing sector has been robust through Covid but with mortgage rates jumping 

rapidly and construction costs moving sharply higher too, the sector is struggling for 
momentum, despite a very strong labour market. The average 30-year mortgage rate hit 
5% last week, up from 3.1% at the end of 2021. The NAHB housing index, release on 
Monday, dropped to a 7-month low at 77. The post-Covid low at 75 is likely to be taken 
out in the next few months, opening the way for the housing market to give back its 
post-Covid momentum. At 77, the index remains far above its 20-year average of 50. 
Housing starts will weaken further in due course.   
 
US earnings remain in focus and the IMF will released its World Economic Outlook and 
Global Financial Stability reports. The Fed’s Evans speaks to the economic club of New 
York.     

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
Rising recession risks into 2023 
The IMF will release its World Economic Outlook report later today, as well as the latest version of its Financial Stability 
Report. Both will be heavily impacted by the Russian invasion of Ukraine. The World Bank has already released its 
forecasts. It now sees global growth up just 3.2% in 2022, down 0.9pp from its January estimate. This is down sharply 
from 5.7% in 2021, with the bulk of the downgrade driven by major falls in activity in Russian and Ukraine. Despite their 
small size in global economic terms, the scale of the drop in activity is big enough to have a global impact. We also 
note the Brookings Institiute/FT indices that track the global economy also show a very sharp loss of momentum but 
generally in terms of the levels, they remain elevated. The global economy entered 2022’s turbulence in strong shape.   
 
Whilst it is likely that of the world major developed economies, the eurozone will bear the brunt of the downward 
revisions, we suspect that the scale of downward revisions may be smaller than expected both in absolute terms and in 
comparison to the US. The US is clearly buoyed by its domestic oil and gas production compared to Europe but the 
eurozone is seeing financial conditions tighten much more slowly as a result of its monetary policy response being 
some distance behind the Federal Reserve’s measures and they will be even further behind in Q2. Given the lags on 
which monetary policy operates, the impact will be larger next year. It is not just monetary policy. With Biden’s Build 
Back better programme looking like a bust and the Europeans committing more and more spending to defence, energy 
subsidies and refugees, we expect any plans for fiscal tightening in the eurozone will now be put on ice. Much of these 
funds will add to GDP in the current year, with more in 2023. In addition, while soaring energy prices will certainly hit 
activity, they do so by less every year as growth become gradually less energy intensive. Global energy intensity of 
GDP has dropped by ~1/3 over the last 30 years and even more so in developed economies.  
 
The IMF will also release its Financial Stability Report, highlighting the surge in debt during the Covid period. The 
subsequent surge in inflation and in interest rates will add to financial vulnerability. We expect that FX volatility will 
remain higher in 2022 than in 2021 and the increase in financial risks adds to this assessment.  
          
 

Global GDP forecasts have dropped in early 2022…   …while CPI forecasts have soared.  

  

Source: Bloomberg 

 

 

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 

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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