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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 pushed up as high as 129.40 as Japan’s trade deficit came in larger than 
expected. Following yesterday’s surge in UST yields that pushed 10yrs towards 3.0% 

and 2yrs above 2.6%, JGBs were under pressure and the BoJ was again forced to 
defend the upper end of its JGB target range. The BoJ conducted an unlimited fixed-rate 
operation in the 10yr sector. USD/JPY came off the highs around an hour after the BoJ 
announced the fixed-rate operation. Late in the session the BoJ announced that the take 
up was ¥225bn.    
 
Despite US real yields briefly turning positive yesterday, the greenback ran into 
profit taking overnight. Asian equities, with the exception of China, were broadly 

higher. The PBoC left policy on hold. Oil prices were stable overnight after falling 
yesterday. The front Brent future traded sideways around $107 for most of the Asian 
session.  
 
1 week EUR/USD volatility, which covers the French presidential election over the 
weekend, remains modest. The latest poll showed Macron’s narrow lead edging 
fractionally higher. EUR/USD edged off the overnight low, ending the session back 
around 1.0810. Despite the IMF’s downbeat assessment of the UK outlook, 
EUR/GBP is little changed sitting around the 0.83 level.  

 
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – Auto registrations (%YoY, Mar) --/-6.7 

EZ – Industrial production (%MoM, Feb) 0.7/0.0 

EZ – Trade balance, sa (€bn, Feb) --/-7.7 

US – Existing home sales (%MoM, Mar) -4.0/-7.2 

US – Fed’s Beige Book -- 

   Source: Bloomberg 

 
Eurozone/UK. The main focus in the region will be the TV debate between President 

Macron and challenged Le Pen (see currency comment for more details). New car 
registrations dropped 20.5%YoY in March underscoring the difficult backdrop for the 
auto sector squeezed between Covid-hit demand and on-going supply side problems. 
ECB Governing Council member Rehn and Bundesbank president Nagel both speak. 
They tend to be at opposite ends of the hawk/dove spectrum        
 
US. The Fed’s Beige is expected to lay the groundwork for a 50bp hike at the Fed’s 4 

May meeting. In general, it should show a solid labour market and elevated price 
pressures. It will be interesting to see any comments on the impact of the Russian 
invasion of Ukraine. Kashkari, Evans, Daly and Bostic – some of the more dovish FOMC 
members are all due to speak. That said, we do not expect any pushback on sharply 
tighter policy in the near term.       

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
French election – Macron still the favourite 
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%. An Ipsos-Sopra poll (survey dates 15~18 April) this morning showed Macron with at 56-44 lead. 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%.  

 
In 2017 Marcon easily beat Le Pen in the TV debate. This time round Le Pen is much less of an easy target. Her 
campaign has focussed on the cost of living – an area where Macron is weak. Macron has a record this time round that 
he must defend. He is no longer the outsider. He has a reputation as being a president for the rich. This does not 
endear him to voters on the left – the 22% of voters who supported Melenchon in the first round. These voters are 
expected to split roughly equally 3-ways, with ~1/3 abstaining rather than vote for either Macron or Le Pen. Le Pen has 
also worked hard on her speaking style/image and appears much less threatening/radical these days. There is little 
change in her underlying policies but the packaging is significantly more attractive than it was 5 years ago.  
 
To date markets look to be quietly confident of a Macron victory. French bonds have not underperformed much, while 
EUR/USD 1wk ATM volatility is much lower than it was back in 2017. On the bond side one might argue that ECB bond 
buying through the Covid crisis was a factor in helping to keep French bonds supported vs Germany bonds.  
 
In the unlikely event of a Le Pen win we would look for EUR/USD to drop below 1.05. However, the downside would be 
limited by the prospect of her struggling to do well in the subsequent legislative elections due on 12 and 19 June. Her 
party only currently has 8 seats out of 577. Even if she were to do spectacularly well, a majority likely remains out of 
reach. We suspect it would be hard for her to form a majority that supported her programme.     
          
 

1-wk EUR/USD vol has remained low so far….        …in line with betting markets pricing in Macron win 

  

Source: Bloomberg, Predictit 

 

 

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. 

 

United Kingdom / European Economic Area: In the UK, Mizuho is authorised by the Prudential Regulation Authority and subject to regulation 

by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of MHBK's regulation by 

the Prudential Regulation Authority are available upon request. This publication may also be distributed by Mizuho International plc (“MHI”). MHI 

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. 

 

Japan: Mizuho is authorised and regulated by the Financial Services Agency of Japan. 

 

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

23.605. The content of publications distributed by Mizuho Securities USA Inc. (“MSUSA”) is the responsibility of MSUSA. The content of 

publications distributed directly to US customers by Mizuho is the responsibility of Mizuho. US investors must effect any order for a security that is 

the subject of this report through MSUSA. 

 

Brazil: Banco Mizuho do Brazil S.A. is authorized to operate and regulated by the Brazilian Central Bank. 

 

This publication is available free of charge to clients. However, if you no longer wish to receive it then please specifically request to unsubscribe 

from the distribution list.   

 

© 2018 Mizuho Bank Ltd 

 


