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

EUR Looking at the fiscal contribution to activity in 2022, as EU Commission releases forecasts  

USD Looking at the hit to demand in early Q2, even as the Fed looks set for another 50bp in June and July   

JPY Japan’s “inflation surge” to be short-lived, as CPI pushes up above 2% on base effects 

GBP Heavy data week to show BoE potentially underestimating labour market strength. CPI surge coming    

 

Overnight comment  
US equities continue to struggle. Thursday’s declines were modest, especially in relation 
to Wednesday’s plunge. The Fed has been clear that it sees tighter financial conditions 
as a feature not a bug. Kansas Fed President Esther George addressed the issue head 
on yesterday. She noted that a “rough” week in the market was not surprising and was 
no reason for the Fed to blink. “I think what we are looking for is the transmission of our 
policy through markets understanding, and that tightening should be expected. It is one 
of the avenues through which tighter financial conditions will emerge.” The S&P is down 
almost 20% from its early January peak, while the Nasdaq is down 30% from its peak. 
That said both are still well above pre-Covid levels. It has been a poor week for the US 
dollar amid rising recession concerns. USD is down against all G10 currencies on the 
week. Asian equities recovered amid a cut in Chinese mortgage rates that saw 
USD/CNH drop below 6.70, while EUR/USD pushed up towards 1.0590.       

 
Japanese CPI moved above the BoJ’s 2% target for the first time since 2015, with 
headline CPI at 2.5%YoY, up from 1.2%YoY in March. The primary driver behind the 
jump was the drop in mobile phone charges in spring 2021 falling out of the YoY 
comparison. Energy is the primary driver of the CPI and ex fresh food and energy, the 
CPI in Japan is up just 0.8%YoY, well below core CPI across the rest of the G10. The 
BoJ is adamant the commodity driven inflation that is not supported by wage gains will 
not leads to a policy change. The yen was little changed in the wake of the release. 
USD/JPY was off yesterday’s 1-month low, trading around 127.80 as London 
opens.  

 
The Swiss franc has remained firm and is the best performing G10 currency over the 
past week. Hints of a policy change from the SNB’s Jordan yesterday boosted the 
currency. EUR/CHF is sitting at 1.0275, just above yesterday’s low. 

 
UK consumer confidence for May dipped only slightly but nonetheless, it now sits at a 
multi-decade low at -40. While confidence may be in short supply spending is holding up 
better. Retail sales for April rose 1.4%YoY, defying expectation of a small contraction on 
the month. Today’s report rounds out a solid week UK economic data, which have 
helped GBP/USD off the lows. Cable is trading around 1.2490.  

 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

UK – Consumer confidence (DI, May) -39/-38 

UK – Retail sales (%MoM, Apr) -0.3/-1.4 

   Source: Bloomberg 

 
Eurozone/UK. In the eurozone there is a number of speakers including Muller, Kazaks, 

Centeno and de Cos. We have heard from most of these speakers recently so fresh 
information seems unlikely. UK consumer confidence and retail sales round out a heavy 
data week in the UK. The BoE’s Pill is due to speak    
 
US. It will be a quiet session in terms of data but elevated levels of equity market 

volatility in recent sessions will keep investors on their toes.                     

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

UK gas glut unlikely to help out UK consumers.  
The UK is enjoying a gas glut. This is a surprising state of affairs given that just a few short months ago the threat of major 
shortages was the primary concern in the wake of the Russian invasion of Ukraine.  
 
The glut comes as a result of surging LNG imports primarily from the US. In recent months US gas exports have been 
diverted from Asia, where Covid restrictions have hit demand, towards Europe, where demand is high as a result of European 
efforts to wean itself off Russian gas. The UK has relatively large re-gasification facilities but limited storage, especially since 
by far the UK’s largest storage facility at was closed by its owner Centrica in 2017, amid claims that it was unsafe. At the time 
of closure it accounted for ~70% of UK storage capacity. In part the decision was taken as the UK has natural gas on tap from 
the North Sea.  
 
The UK is linked to the European gas network by two interconnector pipelines to the Netherlands and Belgium, which are 
primarily designed to import gas to the UK. The usual course of events is that the UK sends gas to Europe over the summer 
and receives gas during winter. At the moment the pipelines are running at full capacity trying to export as much of the UK gas 
glut as possible to Europe. In the summer months UK gas usage is low and thus there is more gas that the UK can cope with 
at present. The gas the UK is exporting via the pipelines is having a moderate impact on European gas prices. It is mostly 
going into storage and helping build stocks for the winter.   
 
This has had a dramatic impact on prices but importantly only in the spot market. The futures curve remains elevated and for 
UK consumers this is the much more important development. It is the futures curve that is used by the regulator to set the 
price cap, as most gas suppliers to UK households buy gas on longer-term contracts rather than in the spot market. If we look 
at the curve in the run up to the February announcement of the price cap for this April and compare it with the current futures 
curve we can see that there is another large jump in the pipeline, regardless of the fact that spot prices are low. One reason 
why low spot prices are not having much impact further down the curve is the assumption that competition for gas from Asian 
will ramp up through the summer as Chinese Covid restrictions ease.         
  
This week’s retail sales data suggested that the UK economy is weathering the start of the cost of living crisis, while the 
employment data show the economy better positioned the weather the slowdown than previously anticipated. It will be a 
difficult summer but nonetheless, we think GBP has priced in too gloomy an outlook. Inflation will remain high and the data will 
likely not deteriorate as much an anticipated, leaving the BoE with additional work to do. We expect that this will help GBP to 
push higher through H2.       
 

Spot prices have dropped a lot…                    …but the futures strip is still elevated 

  

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



 
Mizuho Bank, Ltd. | Mizuho Daily Currency Watch 
 
 
 

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

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 
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