
 
 
 
 
Mizuho Global Weekly Mizuho Bank, Ltd.  1 / 3 
 

 

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  
US equity markets have been somewhat schizophrenic over the last two sessions with a 
big rally on Wednesday after the FOMC meeting and a slightly larger sell-off on 
Thursday. On net over the two days US equities are slightly lower, the UST curve is 
slightly steeper and the DXY index is a little firmer just below multi-year highs. Asian 

stocks were mainly lower, with Japan, opening up after a 3-day break, the main 
exception. Chinese stocks were especially weak, as the government warned against 
questioning the zero-Covid strategy. USD/JPY pushed up above 130.60, while 
USD/CNH rose as high as 6.73, its highest since late 2020. GBP/USD continued to 
look soggy, after yesterday’s BoE meeting. Cable pushed below 1.23 at the European 
open. Hawkish commentary from Holzman taking up the prospects of an ECB rate hike 
in June did little to support EUR/USD. Weak German industrial production this 
morning helped push the pair below 1.05.  

 
The RBA released its quarterly forecasts and now sees trimmed-mean inflation in 
December at 4.75% vs 2.75% in February, underscoring the Bank’s move to get policy 
tightening underway earlier in the week. Trimmed-mean inflation is still seen at 3.0% in 
June 2024, assuming a policy rate of 1.75% by end 2022 and 2.5% by end 2023. 
AUD/USD received little support from the new forecasts ending Asian trade at 
0.7075    

 
The long-awaited surge in Japanese inflation finally arrived overnight, as the bulk of the 
impact of the plunge in mobile phone costs drops out of the YoY comparison. Headline 
Tokyo CPI jumped from 1.3%YoY to 2.5%YoY and ex ff&e Tokyo CPI jumped from 
-0.4% to 0.8%YoY. Japanese inflation now looks less of an outlier in terms of global 
inflation – it is still an outlier as ex ff&e CPI remains below the central bank’s inflation 
target but it is now much less of one. The jump in inflation was widely expected and we 
do not anticipate that this will weaken the BoJ’s determination to keep policy loose 
(currently via aggressively defending the upper end of the range for 10yr JGB yields).  
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

US – Non-farm payrolls (k, Apr) 380/431 

US – Unemployment (%, Apr) 3.5/3.6 

US – Average hourly earnings (%YoY, Apr) 5.5/5.6 

US – Participation rate (%, Apr) 62.5/62.4 

   Source: Bloomberg 

 
Eurozone/UK. There are no major data releases in Europe and the focus is on policy.  

Villeroy, Nagel, Elderson and Rehn are all scheduled to speak, as are Pill and Tenreyo in 
the UK               
 
US. Non-farm payrolls will be the main focus in the US session, especially after Powell 

spoke about cooling labour demand in his post FOMC press conference on Wednesday 
(see below for preview).               

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

Payrolls report to suggest labour market remains in rude health  
Most of the leading indicators for the labour market through the week have come in on the soft side including the ADP report 
and the employment sub-indices of both ISM reports. JOLTS vacancies were rock solid but were for March rather than April. 
The consensus forecast is for the unemployment rate to drop back to 3.5%, its pre-Covid low. If one thinks back to when the 
Fed was focused on the employment side of its mandate last year, this would certainly tick one of the boxes for policy 
tightening.  

   
The jobs number is likely to be elevated and on net (including revisions) we look for something in the 425k region. We 
assume labour supply will improve but this is a key metric to watch. Financial incentives look good for improving labour 
supply, which in turn will help keep a lid on wages that already look pretty firm. Participation is improving slowly and 
steadily, but continues to lag among the highest age group, which suggests Covid is continuing to cast a shadow.     
 
Wages are the main focus as they reflect both sides for the Fed’s mandate. In his press conference Powell seemed 
highly focused on cooling labour demand. He stressed that vacancies, which Tuesday’s JOLTS data showed pushing 
up to record levels, are red hot and in relation to unemployment are also at record levels. It is now close to 2 job 
opening for each unemployed person. Demand is shifting from goods to services and this may impact the wage data 
but compositional effects should be fading going forward. We see the risks for the wage data on the upside.   
 
Overall, the report is likely to back up the Fed Chair’s assessment that the labour market remains robust and in the 
short run it is likely to support the US dollar at current elevated levels.            
 

Rising participation…                              …will help ease wage pressures, which remain high  

  

Source: Bloomberg 
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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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