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

EUR Judging the hit to activity from disengaging from Russian energy markets  

USD Fed set to step up the pace of tightening?   

JPY MoF/BoJ still on intervention watch in thin markets during Golden Week 

GBP BoE to hike but inflation forecast to be well below 2% at back end of forecast horizon   

 

Overnight comment  
During the Fed Chair’s press conference last night, front-end UST yields dropped 
sharply and the US dollar weakened. Most G10 currencies gave back a little ground 

during the Asian session but broadly held their gains, with volatility edging lower. Japan 
remains out for the Golden Week break. USD/JPY ended Asian trade around 129.30, 
at a one-week low. Asian equities tracked US equities higher, despite weak Chinese 

data with the Caxin services PMI plunging from 42.0 to 36.2. Indian shares were higher 
too despite yesterday’s surprise hike from the RBI.     
 
Brent crude futures were back up above $111 as EU plans to ban Russian oil proceed, 
lifting NOK and CAD. The slowdown in China and the long gestation period for the 
decision, which has yet to be finalised, have limited the impact in the energy markets. 
The Fed decision had the bigger impact and EUR/USD ended the Asian session 
just below the 1.06 level, shrugging off weak German factory orders. GBP/USD 
gave back more of the post-Fed gains and now sits just below 1.2540. EUR/CHF 

continues to edge higher, briefly pushing above the 1.0350 level.         
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

NO – Norges bank policy meeting (%) 0.75/0.75 

GE – Factory orders (%MoM, Mar) -1.1/-2.2 

UK – BoE meeting (%) 1.00/0.75 

UK – New car registrations (%YoY, Apr) --/-14.3 

US – Jobless claims (k) 180/180 

   Source: Bloomberg 

 
Eurozone/UK. Ahead of today’s BoE meeting Norges Bank will reveal its policy 

decision. Most central bank meetings over the past month have been on the hawkish 
side (including a surprise hike from the RBI yesterday). The Norges Bank is not 
expected to hike rates but it would not be a big surprise if did. As for the BoE a hike looks 
nailed on but there is uncertainty around the vote, QT and what the inflation outlook/new 
forecasts imply about the path of market interest rates. The Bloomberg survey saw 
~30% of respondents looking for a neutral bias in the vote, ~50% looking for a dovish 
bias and ~20% looking for a hawkish bias. The survey showed 60% of respondents 
looking for active QT this year and 40% looking for a start next year. 23% of respondents 
felt that the 2024 CPI forecast would be revised lower. The inference of a below target 
CPI at the tail end of the forecast period is that the path of market interest rates is too 
high. It is also local elections in the UK and the government is expected to lose seats, 
although the opposition Labour Party did well the last time these seats were contested 
and so expectations for major gains are low.              
 
US. US data include jobless claims and unit labour costs. With the FOMC meeting now 

in the rear view mirror, some Fed speak is possible.              

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 

Powell hints at a string of 50bp hikes but says the Committee is not actively considering 75bp hikes 

The Fed hiked 50bp as expected. The statement noted that the labour market was “robust” rather than “strong” which is 
how it was described in March. The strength of the labour market was something that Chair Powell returned to 
numerous times in the press conference – that fact that vacancies were still way higher than the level of 
unemployment. He hoped that the Fed was able to slow demand sufficiently to lower vacancies without doing too much 
damage to employment. The statement contained a new section on China. “In addition, COVID-related lockdowns in 
China are likely to exacerbate supply chain disruptions. The Committee is highly attentive to inflation risks”. In the 
press conference Powell said that the Fed had plenty to do on the demand side (citing the labour market imbalance as 
evidence) and that supply was less off a focus (as long as expectations remained broadly under control).  
 
On the pace of hikes Chair Powell repeated that the Fed was moving expeditiously towards neutral saying that this 
would likely require 50bp rate hikes at further meetings (plural). This saw markets move to price out the risk of a 75bp 
hike at the June meeting, but it also makes a 50bp hike at the July meeting more likely. It was this comment ruling out a 
75bp hiker that drove markets, pushing 2yr UST yields lower, which in turn dragged the DXY index down and 
supported stocks. The S&P ended up 2.5%. Powell noted a number of times that policy works via financial conditions 
and if markets become overly exuberant in the wake of the confirmation that the push to neutral will merely be 
“expeditious” rather that unduly hasty, then the inference is that the Fed will have to do more. Powell was a lot more 
circumspect about what comes after the Fed gets to neutral.   
 
On the balance sheet the Fed announced that its programme to shrink it would start in 1 June. Initially caps of 
$30bn/month for USTs and $17.5bn for MBS would be in place, jumping to $60bn/month and $35bn/month after 3 
months. Powell noted rough estimates that this latter pace would be equivalent to one x 25bp rate hikes per annum.  
 
Our current forecasts see a further 50bp hike in June and then just 2x25bp hikes in H2. In the wake of the press 
conference the risks are clearly for more a more aggressive hike in July but we still look for the Fed funds future strip, 
which is now pricing in a Fed funds rate of 2.78% by year end as overly aggressive. In addition, looking into 2023, we 
see limited further moves higher and the neutral rate as being towards the lower end of the band that Powell suggested 
in the press conference. We continue to expect that the US dollar will soften in the back half of the year as the Fed gets 
a lot closer to the end of its hiking cycle.          
 

Powell focused on recored labour demand 

  

Source: Bloomberg 

 

 

Source : Current - Bloomberg: Forecasts - Mizuho 

0.0

0.5

1.0

1.5

2.0

2.5

Mar-02 Mar-06 Mar-10 Mar-14 Mar-18 Mar-22

Ratio of job openings to unemployed

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

Fed funds futures 

Powell's 
estimate of 
neutral range

FX forecasts (as of 2 May) Current Q2 22 Q3 22 Q4 22 Q1 23

USD/JPY 130 130 126 123 120

EUR/USD 1.05 1.05 1.07 1.09 1.10

GBP/USD 1.26 1.27 1.31 1.34 1.39

EUR/GBP 0.83 0.83 0.82 0.81 0.79

EUR/JPY 137 137 135 134 132

GBP/JPY 164 165 165 165 167
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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 
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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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