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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 stocks remained under pressure, with the Nasdaq dropping almost 4% to a 16-month 
low. It is now down over 20% in the year to date. Asian stocks were mainly lower, 
although the declines were considerably smaller than the US falls. China was the 
exception. UST yields bounced off recent lows in the Asian session with 10yrs trading 
around 2.78%, well off the 2.97% high seen at the tail end of last week. It has been a 
poor week for risk appetite and the US dollar has benefitted. Early in European trade 
the DXY index hit 102.51, its highest since March 2020. USD/JPY dropped as low as 
126.95 yesterday but it pushed higher again through the Asian session and is now 
back above 127.80 ahead of tomorrow’s BoJ meeting and the usual month end data.  

 
EUR and GBP remain near multi-month lows as tensions in Europe ramp up again. 
Yesterday Russia announced that it will cease supplying gas to Poland and Bulgaria. 
Brent futures pushed higher again overnight and are back above $105, while Dutch nat 
gas futures are sharply higher again this morning after a jump yesterday. EUR/USD 
dropped as low as 1.0621, taking out the Covid low from March 2020 to trade at its 
lowest since 2017. The 2017 low of 1.0341 is not too far off. GBP/USD has tracked 
EUR/USD lower and cable traded as low as 1.2560 in Asian trade.  

   
Australian inflation came in hotter than expected, rising 2.1%QoQ (vs 1.7% cons) and 
5.1%YoY (vs 4.6% cons). The data helped AUD/USD push up to 0.7179. The surge in 

inflation increases the risks that the RBA does not wait for the labour market data (due 
18 May) and hikes this side of the 21 May Federal election at the 3 May RBA meeting. 
Why wait? It is clear that rates need to go higher this year and if the labour market data 
are soft in May then RBA can just hike less in the back half of the year. There is a global 
rush to hike and today’s data suggest that the RBA will join sooner rather than later.  
 
Japanese lifers’ asset allocation interviews for H1 FY22 are coming through. We will look 
at them in more detail once they are all out but the early impression is that there is a 
strong focus on longer-dated JGBs. There is also focus on hedging costs, which 
suggests less purchases of US bonds on a hedged basis. Those companies that have 
indicated ranges mostly see USD/JPY peaking out around 130~135 and most see 
current USD/JPY levels in the top half of the H1 FY22 range.     
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

UK – CDI distributive trades survey (DI, Apr) 11/20 

US – Advance trade balance ($bn, Mar) -105/-106.3 

   Source: Bloomberg 

 
Eurozone/UK. Second tier data are not likely to trouble investors. The focus will remain 

on asset markets, especially as tensions with Russia look to be on the rise again.  
 
US. With US equity markets under pressure, earnings will likely be the main focus today. 

        
      

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
Commodity prices to remain elevated leading to an unusually concentrated period of policy tightening 
The World Bank released its semi-annual Commodity Markets Outlook highlighting the surge in commodity prices in 
recent months. The report concludes “For most commodities, prices are expected to be significantly higher in 2022 
than in 2021 and to remain high in the medium term”. A number of individual commodities will hit record highs in 
nominal terms. The price gains in recent months mean it’s the biggest commodity shock since 1974. Central banks 
increasingly seem to be coming to this conclusion too. Initially there was some hesitancy in the wake of the Russian 
invasion of Ukraine on making an assessment of the inflation risks but now there is a firm consensus that it is another 
inflation shock in the wake of a more rapid than expected recovery from Covid. Whilst easing cycles are often highly 
concentrated, (GFC, Covid) hiking cycles are usually much more spread out affairs. This hiking cycle looks like it will be 
unusually concentrated, with most G10 central banks now looking like they will have started hiking by summer. This 
rapid tightening of monetary policy is a difficult backdrop for risk assets.    
 
The World Bank report contains a special focus section looking at the current impact of the war in Ukraine and 
comparing it to other periods of elevated commodity prices. The broad conclusion is that markets work and high prices 
eventually bring forth additional supply. This is of little comfort for policy makers in the near term. The report notes the 
increase in prices is likely to be sustained as 1) opportunities for substitution are limited by the widespread increases in 
prices; 2) the increases in some commodity prices have pushed up other commodity prices; and 3) in the short run 
government have responded with policies that potentially exacerbate the underlying supply and demand issues.  
 
Both food and energy are much larger components of the consumption basket in poorer countries and the surge in 
prices will weigh heavily. The price crunch follows on from the Covid crisis, which has likely already increased 
instability. In places where political legitimacy is low and poverty is high, the likelihood of political instability is rising by 
the day.  
 
  
 

Both food prices…                                 …and energy prices have surged in recent months                       

  

Source: UN, Bloomberg 
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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. 
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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 
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