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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  
The US dollar continues to push higher, with the DXY index moving above 103.5 
overnight to its highest since 2017. The recent ascent has been rapid. It almost seems 

like FX markets are playing catch-up with the surge in front end USD pricing in March. In 
addition, China risks are weighing on the commodity currencies even as the war in 
Ukraine is weighing on EUR and GBP, which is also weighed down by dovish BoE 
commentary. The safe haven bid for the US dollar has also added support amid growing 
pressure on risks assets. USD/CNH pushed up above 6.65 to a 2-year high, as 

Chinese equities lagged.  
 
USD/JPY surged in the wake of the BoJ policy decision, pushing above the 130 
level for the first time since 2002. The BoJ forecasts for inflation in the medium terms 

remain far below target indicating the need or the BoJ to keep policy loose and sit out the 
current bout of central bank frenzy to tighten policy. Japanese data were mixed with 
industrial production a little weaker than expected while retail sales and housing starts 
were on the strong side of expectations.   
   
EUR/USD edged lower through the Asian session, briefly dropping below 1.05 in 
early London trade. The first of the German state CPI releases showed a mild 

acceleration in the YoY rate, while the Spanish CPI dropped sharply from 9.8%YoY to 
8.3%YoY. GBP/USD drifted lower alongside the decline in EUR/USD, briefly 
dipping below the 1.25 level.      

 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – EU Commission Econ confidence (DI, Apr) 108.0/108.5 

GE – CPI (%YoY, Apr) 7.6/7.6 

US – GDP (%saar, Q1) 1.1/6.9 

US – Core PCE deflator (%YoY, Q1) 5.5/5.0 

US – Jobless claims (k) 180/184 

   Source: Bloomberg 

 
Eurozone/UK. The EU Commission survey data enable intra EU comparisons across a 

wide range of sectors. The big picture macro developments are picked up by the likes of 
the IFO survey in Germany and the French INSEE survey and the PMI data but the EU 
Commission data cover the whole region. The German and Spanish CPI will give a solid 
lead on Eurozone CPI due on Friday.    
 
US. US GDP is set to slow sharply in Q1, a function of lingering Omicron concerns 

during Q1. There is also likely to be a drag from inventories and trade, which will further 
hit the headline number. Personal consumption should be solid at close to 4.0% saar, 
led by growing services consumption. Going forward we look for personal consumption 
to slow. Given the Fed’s focus on inflation, the PCE deflator will also be of interest. It is 
expected to accelerate further in Q1. 

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
BoJ clarifies the upper end of the BoJ yield range and underscores that it has no intention of tightening policy 
The BoJ underscored that it has no intention of joining its G10 peers in a scrabble to tighten policy. The policy 
statement included the announcement that the BoJ would conduct unlimited fixed-rate JGB purchase operations at 
0.25% every day, unless it was “highly likely” that no bids would be submitted. The 10yr JGB yield dropped sharply to 
0.21% in the wake of the announcement. The announcement implies that if yields do not drop far enough below the 
0.25% level, the BoJ will simply come back the next day.  
 
The BoJ also released its “Outlook for Economic Activity and Prices”. The key development here was the long-dated 
CPI forecasts. Recall that the BoJ forecasts CPI ex fresh food. The near-term forecast for FY22 jumped from 1.1% to 
1.9% but the FY23 forecast was unchanged at 1.1% and the new FY24 forecast was 1.1%. For reference, the BoJ 
added a forecast for CPI less fresh food and energy. This runs at 0.9%, 1.2% and 1.5% for FY22, 23 and 24 
respectively. The latter forecast implies that the BoJ is moving towards target even if it is still below target at the back 
end of the forecast horizon. The policy statement notes “The Bank will continue with Quantitative and Qualitative 
Monetary Easing (QQE) with Yield Curve Control, aiming to achieve the price stability target of 2 percent, as long as it 
is necessary for maintaining that target in a stable manner. It will continue expanding the monetary base until the 
year-on-year rate of increase in the observed consumer price index (CPI, all items less fresh food) exceeds 2 percent 
and stays above the target in a stable manner”. CPI at 1.5% in FY24 does not constitute achieving 2% inflation in a 
stable manner and hence there is no need to tighten policy.  
 
The BoJ revised its FY21 and FY22 GDP forecasts lower to 2.1% (down from 2.8%) and 2.9% (down from 3.8%), 
respectively. The FY23 and FY24 forecasts were 1.9% and 1.1%, respectively. In his press conference Kuroda noted 
that the near-term risks to activity were on the downside and for prices they were on the upside.  
 
In the press conference he was at pains to note that Japan’s recovery remains tepid by comparison to those overseas 
and that price trend in Japan are different. He said that Japan was not in a situation where rates could be increased like 
western economies, as Japan had yet to recover pre-Covid levels.  
 
He also spoke about currencies, generally repeating and reiterating the prior view. He noted that there was no change 
in the view that a weak yen was a positive for the Japanese economy (which we take a the primary message) but he 
also noted that there was a need to fully consider the negative impact of excessive currency moves and that it was 
desirable for currencies to stably reflect fundamentals. We see no change in policy and expect that the BoJ will 
continue to sit out the current round of policy tightening, the bulk of which looks to be already priced in. In the short-run 
we can see more upside for USD/JPY, with a run up towards 135 looking possible but on a 12-month horizon we 
continue to look for the pair to be pushing lower again and maintain a 12-month target of USD/JPY 120.     
 

BoJ prices forecasts still well below 2.0% at back end of forecast horizon                       

 

Source: UN, Bloomberg 

 

Source : Current - Bloomberg: Forecasts - Mizuho 

BoJ: Outlook for Activity and Prices, Apr '22

Majority Real GDP Core CPI 

Core CPI (ex fresh 

food and energy)

FY21 2.1 0.1 -0.8

  Range 2.0 ~ -2.2 na

  Previous (Jan-22) 2.7 ~ 2.9 0.0 ~  0.1

FY22 2.9 1.9 0.9

  Range 2.6~ 3.0 1.8 ~ 2.1 0.8 ~ 1.0

  Previous (Jan-22) 3.3 ~ 4.1 1.0 ~ 1.2

FY23 1.9 1.1 1.2

  Range 1.5~ 2.1 0.9 ~ 1.3 1.1~1.3

  Previous (Jan-22) 1.0 ~ 1.4 1.0 ~ 1.3

FY24 1.1 1.1 1.5

  Range 1.1 ~ 1.3 1.0 ~ 1.3 1.2 ~ 1.5

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.  
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This publication is not intended to be relied upon as advice to investors or potential investors and does not take into account investment 
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