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

EUR French presidential elections the first hurdle. Inflation and growth data due. Has inflation peaked?  

USD Is the Fed behind the curve, as front end prices in aggressive action?   

JPY MoF/BoJ still on intervention watch as USD/JPY remains well above 125. BoJ to maintain policy settings  

GBP GBP under pressure amid historic income squeeze.   

 

Overnight comment  
US equities recovered late in the session to end in positive territory and Asian stocks 
mainly followed suit, supported by a PBoC pledge to ensure support for the economy. 
USD/CNH was stable around 6.56 after yesterday’s cut in the FX reserve ratio for 
banks. USD/JPY bounced off 1-week low below 127.50 as UST yields edged higher 
in the Asian session. The pair ended the session around the 128.0 level. Japan’s 

labour market data were solid with the unemployment rate edging lower by 0.1pp to 
2.6%. Note that unemployment in Japan has only recovered ~50% of the pandemic 
surge in contrast to most of Europe and the US where unemployment rates have more or 
less returned to pre-pandemic levels. The much weaker recovery in Japan is one reason 
why inflation remains soft and the BoJ does not seem likely to alter policy at its meeting 
on Thursday. Japan’s weak recovery will likely result in a drop in Q1 GDP, which is one 
reason why the government is looking to announce additional support measures later 
today. Note that funds for these measures will come from existing reserves. Ex MoF 
currency bureaucrat Hiroshi Watanabe said that USD/JPY 130 or even 135 would not be 
critically bad for the economy. Watanabe said that he did not expect intervention anytime 
soon. 
   
EUR/USD and GBP/USD were broadly stable during Asian trade, edging off the 
lows but not significantly so.  

 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

US – House prices (%YoY, Feb) 19.2/19.1 

US – Durable goods orders (%MoM, Mar) 1.0/-2.1 

US – Core durable goods shipments (%MoM, Mar) 0.5/0.3 

US – Consumer confidence (DI, Apr) 108.5/107.2 

US – New home sales (%MoM, Mar) -0.3/-2.0 

   Source: Bloomberg 

 
Eurozone/UK. The ECB’s De Cos and Villeroy are scheduled to speak to speak today. 

ECB commentary in the wake of the 14 April meeting has generally been on the hawkish 
side.      
 
US. It is a full data docket in the US. Durable goods are expected to be solid and show 

decent Q1 capex. House prices are elevated. Today’s data is for February and should 
thus continue to show solid growth, with prices up nearly 20%YoY. More timely housing 
indicators are starting to soften. That said, elevated rents remain a key upside risk for the 
CPI through 2022. Consumer confidence is hit by conflicting forces – the strong labour 
market and the surge in inflation. Gas prices have eased a little in recent weeks and it 
may be the case that some of the pessimism surrounding the Russian invasion of 
Ukraine has eased. The preliminary Michigan sentiment survey showed a surprise gain, 
driven by the expectations component.       
      

Market Summary  
(Source: Bloomberg)  

 
 

 

 

 

   

-4.0% -3.0% -2.0% -1.0% 0.0% 1.0% 2.0%

NOK

SEK

CHF

NZD

AUD

CAD

EUR

GBP

JPY

G10 currencies Vs USD (%)

Daily change

Weekly change

3.5

5.5

7.5

9.5

11.5

13.5

15.5

Aug-21 Oct-21 Dec-21 Feb-22 Apr-22

EUR/USD vol

1w ATM EUR/USD option vol

3m ATM EUR/USD option vol

3.5

4.5

5.5

6.5

7.5

8.5

9.5

10.5

11.5

12.5

13.5

Aug-21 Oct-21 Dec-21 Feb-22 Apr-22

USD/JPY vol

1w ATM USD/JPY option vol

3m ATM USD/JPY option vol

4.5

5.5

6.5

7.5

8.5

9.5

10.5

11.5

12.5

Aug-21 Oct-21 Dec-21 Feb-22 Apr-22

GBP/USD vol
1w ATM GBP/USD option vol

3m ATM GBP/USD option vol

Mizuho Daily Currency Watch 
26 April, 2022  
 
Colin Asher  
Senior Economist 
colin.asher@mhcb.co.uk | +44 20 7012 5262/+44 7387 139164 

 
 

 

mailto:colin.asher@mhcb.co.uk


 
Mizuho Bank, Ltd. | Mizuho Daily Currency Watch 
 
 
 

 
 
 
 
 
Mizuho Daily Currency Watch Mizuho Bank, Ltd.   2 / 3 
 

Currency comment(s) 
 
China slowdown hits AUD 
AUD has drawn very little support from the surge in short-term AUD yields over the course of the past month. The bulk 
of AUD’s weakness in the month to date (~4.0%) has come in recent sessions as investors have become increasingly 
pessimistic about the outlook for China amid on-going lockdowns that look to be spreading beyond Shanghai, with 
parts of Beijing shut down over the weekend.  
 
Markets leading the RBA 

The markets have had a much more sure-footed view of how policy is likely to develop in recent quarters compared to 
the RBA, which has been behind the curve. At the start of 2022 the RBA had just been forced by the market to 
abandon its YCC experiment and had noted that rate hikes in the coming year were unlikely. The market correctly 
anticipated the end of QE in February and now looks to be correcting in pricing in a hike in coming months. Only last 
week the RBA noted that rising inflation pressures and faster wage growth had brought forward the likely timing of a 
rate hike.  
 
The next RBA meeting is 3 May. It will publish an updated set of forecasts. Since the last forecast run, global inflation 
pressures have surged and the macro outlook in Australia has improved as Covid pressures have eased. The 
government has also pushed through an expansionary budget. With a Federal election due on 21 May, it seems most 
likely that the RBA will wait until 7 June to start hiking rates. This would be consistent with its focus on labour markets. 
Whilst the inflation data on Wednesday this week are likely to be highly supportive of a rate hike, the wage data are not 
due until 18 May. The Bloomberg consensus sees the CPI at 4.6%YoY, the highest inflation print since the commodity 
price surge in 2008. The trimmed mean measure of inflation is also likely to push above the RBA’s 2~3% target range.  
 
Given the surge in inflationary pressures and the solid macro backdrop, it is likely that the RBA will start with a jump to 
0.5%, a hike of 40bp. Further rate increases are likely in H2. That said, we expect that the RBA will struggle to deliver 
on current market pricing that is looking for the policy rate to be almost 2.5% by year end.   
 
We expect that the data this week will help put a floor under AUD and expect that it will be back above 0.76 by year 
end.  
 

Specs have agressively triummed AUD shorts…      …as CPI set to move above RBA’s 2~3% target range 

  

Source: Bloomberg (Dotted lines are consensus forecast for Q1 CPI and trimmed mean CPI) 
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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 

 


