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

EUR ECB to firm up the July meeting for the start of tighter policy 

USD Looking for a peak in UST yields amid rising recession fears and the equity market slide 

JPY Solid approval ratings for PM Kishida means no change in government’s Covid caution 

GBP Government woes back in focus for GBP    

 

Overnight comment  
US equities have staged a recovery this week and in turn the US dollar’s safe haven bid 
has eased. The greenback continued to decline in the Asian session with EUR/USD 
pushing up to a high of 1.0765, while GBP/USD hit a high at 1.2667. Both eased off a 

little as the start of European trade approached.    
 

The Tokyo CPI for May saw ex fresh food and energy inflation edge up to 0.9%YoY – still 
far below levels elsewhere in the G10, with the exception of Switzerland. Thus pressure 
on the BoJ for tighter policy is minimal. USD/JPY was little changed overnight trading 
at 126.90, as Europe opens.   
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – Money supply, (%YoY, Apr) -1.3/-1.4 (p) 

US – Advance trade balance ($bn, Apr) -114/-125 

US – Personal income (%MoM, Apr) 0.5/0.5 

US – Personal spending (%MoM, Apr) 0.7/1.1 

US – Core PCE deflator (%MoM, Apr) 0.3/0.3 

US – U Mich consumer sentiment, final (DI, May) 59.1/59.1 (p) 

   Source: Bloomberg 

 
 
Eurozone/UK. The ECB’s Lane is due to speak today. We have heard a lot from ECB 

speakers this week and President Lagarde looks to have done a good job of lining up 
support for an interest rate hike in July and another in September allowing the eurozone 
to escape negative policy rates. It would be a surprise if Lane diverged much from 
Lagarde’s recent comments. Eurozone money supply data rea also due. Money growth 
in the eurozone has lagged that in the US significantly.     
 
US. Spending is likely to continue to hold up well. Consumer balance sheets are in good 

shape implying that for those squeezed by rising prices, access to credit remains an 
option. For asset owners, the pick up in housing wealth will dominate anything that has 
happened in the equity markets in recent weeks. Thus the pace at which consumer 
spending eases off will likely be slow. On the price front the headline MoM increase will 
track that in the CPI - it will be small driven by oil prices but will likely be reversed in the 
May report. Core prices are seen up 0.3%MoM for a third month running, dragging the 
YoY rate down to 4.9%YoY. The Fed minutes noted that some members felt that 
inflation had peaked. Chair Powell has talked about a “clear and convincing” drop in 

monthly inflation figures. Will 3 consecutive 0.3%MoM gains (an annualised pace of just 
below 4%) be enough for the Fed to pause once rates get into the neutral zone or does it 
need to see some 0.2%MoM figures. Consumer sentiment will remain weak. US markets 
may be volatile as they are closed on Monday for Memorial Day.             

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
UK fiscal spending to help UK avoid recession  

Yesterday, the UK chancellor delivered a £15bn package of measures to support UK consumers, especially those at the 
lower end of the income distribution. This was in contrast to his earlier steps in February that provided relief more widely 
across the income scale. Combined the 2 packages provide £37bn in support this year. 
 
Yesterday’s package provided a lump sum of up to £650, paid in two instalments to those on universal credit, a £300 lump 
sum for pensioners and a £150 lump sum for those on disability benefits, as well as doubling the previous £200 discount per 
household on fuel bills for all households. Earlier in the week, Ofgem, the UK regulator noted that the typical household bill 
will rise by £800, taking it to £2800, after a £700 rise in spring. It also estimated that after the increase 12 million households 
would be paying more than 10% of their income on energy bills.  
 
The bulk of the cash looks likely to be delivered in Q4, as the autumn fuel cap increase comes in. This will help both keep 
spending going in Q4 and limit further declines in consumer confidence. £15bn is a little over 0.6% of GDP and it is likely that 
the bulk of the funds will be spent rapidly. We expected that the Chancellor would be forced to come back with additional 
support for consumers and thus our GDP forecast are unchanged. The announcement lower the downside risks.  
 
Some of the spending will be funded by a 25% tax on the profits of energy firms. In addition, with nominal growth so rapid, tax 
recent revenues have been higher than expected and thus the chancellor will simply spend some of these funds rather than 
save them to fund tax cuts ahead of the next election. We do not expect that the windfall tax on energy firms profits will have a 
significant impact on activity.  
 
Fiscal and monetary policy are pushing in opposite directions. The BoE’s assumption that the cost of living crisis will do much 
of the heavy lifting in terms of slowing the economy now looks less convincing and the output gap will be smaller at the back 
end of the forecast horizon. However, this will bring the BoE closer to current market pricing, which has remained sceptical of 
the BoE’s downbeat forecasts. We continue to expect hike in June, August and November, with further hikes in 2023, 
However, as a result of the additional fiscal spending, the risks that the BoE hikes a little more this year and a little less in 
2023 are higher. We continue to expect GBP/USD to recover in H2 and push up towards 1.34 by year end.       
       
 

Specultaive investors are downbeat on GBP          Relative rate pricing has supported GBP of late  

  

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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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 
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related presentation are confidential and proprietary and may not be passed on to any third party and are provided for informational purposes 
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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 

environment. Mizuho has no obligation to update any information contained in this publication. Past performance is not indicative of future 
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