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

EUR ECB’s hawkishness relying on skirting recession 

USD Still no sign of the labour market cracking as yet, which will support US rate hike expectations and USD   

JPY BoJ move spurs more questions than answers but its JPY supportive, at least for now   

GBP Taking a breather after big rally off the late-September lows          

 
Overnight comment – Foreigners sell record amount of JGBs after BoJ move   

US stocks recovered into the close to end lower but the losses were heavily concentrated 
in energy/tech/auto stocks. Asian stocks were mixed. Japanese shares declined as 
trading got underway after the New Year break, while HK, Australia and South Korea led 
the gainers. News that China is considering an end to its import ban on Australian coal 
left AUD as the best performing currency in the G10 in the Asian session. UST yields 
were also lower. Yesterday’s global manufacturing PMI edged lower to 48.6 in December 
(48.8 prev), with new orders looking weak. The report also indicated that price pressures 
in the sector continue to ease. In Japan, MoF’s weekly flow data for the week ending 23 
December, showed record overseas selling of Japanese bonds (¥4.86trn) in the wake of 
the BoJ YCC tweak. Further selling seems likely in the weeks ahead as investors expect 
further policy tightening from the BoJ. This is a key driver of the bullish JPY sentiment. 
The BoJ boosted bond buying for a 4th consecutive session to limit the rise in yields. 
USD/JPY pushed down to 130.40 late in the session. It was a quiet start in Europe, 

with German import prices easing sharply (down 4.5%MoM) and UK shop prices edging 
lower on discounting even as food prices continued to push higher. EUR/USD nudged 
higher as European trade opened, sitting at 1.0575, while GBP/USD sits at 1.2010.  

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – composite PMI, final (DI, Dec)  48.8/48.8 

UK – M4 ex OIFCs (3m% saar, Nov) --/9.2 

US – ISM manufacturing (DI, Dec)  48.5/49.0 

US – JOLTS job openings (k, Nov) 10000/10334 

US – Vehicle sales (%saar, Dec) 13.7/14.1 

US – FOMC minutes -- 

   Source: Bloomberg 

 
Europe. French inflation data are due as are the final services/composite PMI reports in 

the eurozone, while in the UK the money supply data are due. There is also data on 
mortgages – a section of the UK economy that remains under pressure against the 
backdrop of still elevated mortgage rates despite Gilt yields dropping back towards pre-
Kwarteng’s mini-budget levels.   
  
US. The US data flow starts in earnest today. JOLTS will likely be the headline print 

although there are plenty of candidates. The labour market debate on the Beveridge 
curve has yet to be settled. JOLTs job openings are edging lower but there are only limited 
signs that this is having much impact on wages. Openings remain elevated by historical 
standards at 1.7 openings per available worker currently. The FOMC minutes will also 
likely focus on labour market imbalances. Vehicle sales are the first hard data point in the 
month. Anecdotal reports suggest the consumer has kept spending in December. The 
manufacturing ISM for December is also due.    

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
The sun shines on EUR as European gas price plunge lowers recession risks  

Yesterday, we posited that the BoJ’s surprise move was the most significant development across the G10 since mid-
December. The on-going decline in European gas prices is also a significant development. The front Dutch gas future is now 
fractionally below the price it was on the day that Russia invaded Ukraine on 24 February last year. Such a development was 
hard to imagine last summer when gas prices soared to multiples of pre-invasion levels.  
 
Last year was a wild ride for European gas prices. The much milder than usual winter has played a key role in bring prices 
back down to earth. Bloomberg data suggest that Heating Degree Days (a measure of energy demand vs local average 
temperatures) so far this winter is almost 10% below the 30-year average since the start of October. In addition to very 
supportive weather in Europe, which this week has seen the wind blow and has in some places pushed electricity prices 
negative, the weather in Asia has been co-operative too reducing international competition for LNG and keeping prices 
subdued.  
 
There has also been a sharp reduction in demand for gas from both industrial users and consumers. Some of this demand 
results from users switching fuel sources and some just represents less activity/gas consumption in the face of high prices. 
Finally, the Europeans have been diversifying supply as fast as possible building floating LNG terminals to accept gas from 
the US and Norway. The US equalled Qatar as the world largest exporter of natural gas in 2022. The US would have topped 
Qatar but for a fire at a key export terminal in June. That plant is set to re-open this month.    
 
The upshot is that gas storage levels in early 2023 are almost 15 percentage points above the long-run average at around 
84%, despite winter being almost half over. Many analysts have suggested that winter 2023 will be the key pinch point as the 
storage for winter 2023 will be the first that has no Russian gas. At least in 2022, some Russian gas flowed into storage before 
the invasion of Ukraine. However, to the extent that this winter remains mild, storage for winter 2023 will be off to an excellent 
start.  
 
Lower energy prices will significantly improve the growth/inflation mix in the eurozone with more of the former and less of the 
latter. The plunge in gas prices is one factor behind the EUR/USD recovery from sub-parity levels. The drop in energy prices 
also means lower government debt/issuance for those countries where the government is shouldering some/much of the 
burden of higher energy prices. This lower inflation will boost real yields in the eurozone and will support EUR. Whilst weather 
forecasting is not part of our job description, we judge that the benign winter of 2022 is sufficient to lower recession risks for 
2023 and thus trim the possible downside for EUR. We continue to expect that early 2023 will be difficult for EUR as asset 
market struggle but that later in the year the greenback will soften and EUR/USD will push up towards the 1.10 level.            
            
 

Helpful weather sees European gas storage remain elevated. Lower gas prices help EUR  

  

Source: Bloomberg 

 

Source : Current - Bloomberg: Forecasts – Mizuho 
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FX forecasts (as of 30 Nov) Current Q1 23 Q2 23 Q3 23 Q4 23

USD/JPY 139 137 135 133 130

EUR/USD 1.04 1.04 1.06 1.08 1.10

GBP/USD 1.20 1.20 1.23 1.27 1.30

EUR/GBP 0.87 0.87 0.86 0.85 0.85

EUR/JPY 145 142 143 144 143

GBP/JPY 167 164 166 169 169
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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 objectives, 
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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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