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

EUR Elevated CPI to keep ECB’s July hike on track  

USD Looking for data to support an autumn pause for the Fed 

JPY Too early for the data to show economic rebound underway 

GBP Thin trade likely in a holiday-shortened week    

 

Overnight comment  
Asian equity markets carried on where the US left off on Friday. Risk appetite was 
buoyant and share rose across the region. The Shanghai government announced its 
re-opening plan including support measures for those industries hit hardest by the 
pandemic, helping boost shares in China and more broadly across the region. Cases in 
Beijing also eased adding to the upbeat sentiment. The yuan rallied with USD/CNH 
dropping towards the 6.66 level. In Japan, BoJ Governor Kuroda reiterated that cost 

push inflation was not sustainable. USD/JPY was little changed, just above 127.00 
ahead of tomorrow’s heavy data slate.   
 
IMM data for the week to 24 May showed little week on week change in most currencies, 
with a small build in EUR by speculative investors the most notable feature. EUR/USD 
continues to push up towards last week’s highs, trading just below 1.0760 as 
European trade opens. The EU is struggling to push ahead with its Russian oil 

embargo amid objections from Hungary, prompting Germany to warn that European 
unity on Ukraine was crumbling. In the UK the PM’s political woes continue to fester but 
GBP/USD is also starting the week on the front foot, trading around 1.2640 at the 
start of European trade. 
 

Energy prices start the week on a high, with Brent futures trading around $120/barrel. 
The news out of China has given commodities in general a lift and it is the commodity 
based currencies leading the gains in the overnight session led by NOK and AUD. 
Alongside NZD these currencies have been the major beneficiaries of the pick up in risk 
appetite over the past week.   
 
FX volatility continued to ease as equity market recover and the US dollar gives up some 
of its recent gains. Liquidity is expected to be a little thin given the multiple holidays in 
various regions over the course of the week.  
 
 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – EU Commission confidence, (DI, May)  

   Source: Bloomberg 

 
 
Eurozone/UK. Both German and Spanish inflation are likely to remain little changed in 

YoY terms in May. The CPI in Germany’s most populous state North Rhine-Westphalia 
has already been reported, coming in at 8.1%YoY in May, up from 7.7%YoY in April. The 
EU Commission economic sentiment survey comes on the heels of the PMI and national 
surveys and tends to attract limited market focus. The ECB’s Nagel is the first of a heavy 
roster of speakers over the coming week. Nagel is likely to be hawkish in line with his 
previous comments.      
 
US. It will be a quiet start to the week in the US as markets are closed for Memorial Day.             

Market Summary  
(Source: Bloomberg)  
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Currency comment(s) 
 
BoC hiking cycle likely to outlast the Fed 

There is little doubt that the Bank of Canada will hike 50bp at its 1 June policy meeting. The 12 May warning from Deputy 
Governor Gravelle that inflation was “higher and more tenacious than expected” suggest a central bank keen to show tangible 

progress on the inflation front. Canadian inflation looks to have more momentum than in the US with the last 4 reports coming 
in at 0.9%MoM in January, 1.0%MoM in February, 1.4%MoM in March and 0.6%MoM in April.  
 
As in the US job vacancies in Canada are at a record high, data last week showed. There is now 1.2 unemployed people per 
vacancy compared to 1.4 in February and 2.6 a year ago. The unemployment rate hit a record low in April. The Canadian 
Federation of Independent Business reported that its members see wages rising 3.5% over the next year, with 35% of 
respondents expecting wage rises of over 5%. 54% of respondents saw shortages of skilled labour as the factor driving 
capacity constraints, thus limiting sales and production. There is no doubt that the labour market is tight and the BoC is 
seeking to cool it down.  
 
Market pricing of BoC activity sees a further 50bp hike in July and then 25bp hikes at each of the 3 remaining meetings this 
year end, leaving the policy rate around 2.75%. This tracks current market pricing for the FOMC hike for hike. Canadian CPI 
is not as elevated as the US CPI and the Covid fiscal stimulus smaller. However, the labour market is arguably tighter, driven 
by the commodity boom and the housing market is hotter. We expect the BoC policy rate will peak at a higher level than the 
Fed. Indeed, there is a decent chance that the BoC doesn’t hike only 25bp in September but rather sticks with a further 50bp 
hike. We expect that USD/CAD will push lower from current levels as it becomes clearer that the BoC’s hiking cycle will 
surpass the Fed’s.  
       
 

US rate hike expectations have caught up this year.   Speculative investors positioned for a weaker CAD  

  

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 

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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United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US, Brazilian, Japanese, Singapore 

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 
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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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