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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 – Goodbye negative yielding debt   

Asian stocks rallied led by China, where the Caixin services PMI was a little less weak 
than expected and re-opening policies continue to be announced. Japanese stocks were 
little changed even as consumer confidence in Japan pushed higher, while US equity 
futures were slightly negative. UST yields nudged higher, mainly at the short end. In the 
wake of the BoJ’s policy shift there was a lot of focus on today’s JGB 10yr auction. The 
auction yield was 0.5%, double that at last month’s auction. Yields across the JGB curve 
have shifted higher in the wake of the BoJ move in December and are now positive along 
the entire bond curve (some bill yields are still –ve). The government is entitled to ask the 
BoJ why its borrowing costs have risen so much if policy has not been tightened as the 
BoJ insists! USD/JPY dipped in early trade but was little changed by the end of the 
session, maintaining the bulk of yesterday’s jump. The pair sits around 132.50.  

 
The German trade balance improved sharply in November as imports declined. This will 
be repeated across the zone in coming months, driven by the plunge in energy prices. 
Better trade accounts are a plus for EUR. EUR/USD was little changed through the 
Asian session and sits around 1.0610 as European trade opens. GBP/USD pushed 
a little lower, against a backdrop of on-going strikes, to sit around 1.2030.       

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

UK – composite PMI, final (DI, Dec)  49.0/49.0 (p) 

UK – New car registrations (%YoY, Dec) --/23.5 

EZ – PPI (%YoY, Nov)  27.5/30.8 

US – ADP jobs (k, Dec) 150/127 

US – Weekly jobless claims (k) 225/225 

US – composite PMI, final (DI, Dec) --/44.6 (p) 

   Source: Bloomberg 

 
Europe. The eurozone PPI data are rolling over, adding to the sense that, absent another 

jump in commodity prices, inflation has likely peaked. The national Italian CPI data are 
also due ahead of Friday’s eurozone measure, which is set to decline after much lower 
than expected numbers in Germany and France earlier in the week.    
  
US. Yesterday’s JOLTs job openings data showed a big upward revision to the October 

number and the November number declined slightly but was still much higher than 
expected. The quit rate also edged higher, after declining through much of 2022. It now 
sits at the same level it was at in July. Given that the JOLTS data have attracted 
significant scrutiny in recent months from a number of FOMC members, the report 
supports the view that the labour market remains too hot for comfort and a Fed pivot is 
nowhere in sight, hence the lift for the US dollar. Today’s ADP jobs report and jobless 
claims will provide further insight into the labour market ahead of payrolls on Friday.     

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
DXY has peaked but it will only reluctantly relinquish its crown 

Global inflation pressures have likely peaked and so has the US dollar. The DXY index is ~10% off its October highs. The 
peak coincided with the high for 10yr UST yields and the lows for the S&P. Investors have cut USD long positions quite heavily 
already, while USD selling by some central banks likely has eased off. We expect UST yields to remain elevated in the near 
term, while equity markets push lower as hopes of a Fed pivot fade. This should provide both yield support and safe haven 
demand for the US dollar in the early months of the year. Against such a backdrop we expect that the greenback will be slow 
to relinquish its crown. 
 
Yesterday’s JOLTs data showed the Fed has made limited progress in slowing the economy in Q4. The ratio of job openings 
to unemployment is unchanged since August, while the risks to our 0.5%QoQ GDP forecast are clearly on the upside. The 
economy has been solid in H2 and enters 2023 in decent shape. US recession risks have eased a little and alongside the solid 
labour market, suggests higher for longer policy rates. There are good reasons to suggest that the gap between the last hike 
and the first cut will at least match the 8-month average of past 5 hiking cycles, given the health of corporate and consumer 
balance sheets. The likelihood of a financial accident that forces the Fed into early rate cuts seems low.   
 
This should help the DXY index reverse some of its recent declines. However, as evidence of the slowing economy builds 
later in the year, we can see UST yields more clearly peaking out and some of the pressure on equity markets easing. We 
expect that Q1 23 will be choppy and that the greenback will make minor gains before coming under pressure on a more 
sustained basis later in the year. Here the yen is the exception. We see the general excitement about as BoJ policy changes 
as keeping USD/JPY pushing lower in the early months of the year but eventual disappointment with the degree of easing will 
mean that any declines in USD/JPY in in the back half of the year will be USD driven rather than JPY driven.     
 
 
            
 

EUR real rate discount is being rapidly trimmed     US labour market has been solid in recent months 

  

Source: Bloomberg 

 

 

Source : Current - Bloomberg: Forecasts – Mizuho 

0.8

0.9

1

1.1

1.2

1.3

1.4

1.5-4

-2

0

2

4

6

8

10

Jan-11 Jan-13 Jan-15 Jan-17 Jan-19 Jan-21 Jan-23

Relative real rates (US - Eurozone)

1 2 5 EUR/USD (rhs)

Eurozone real rates are lower

0.0

0.5

1.0

1.5

2.0

2.5

Nov-02 Nov-06 Nov-10 Nov-14 Nov-18 Nov-22

Ratio of job openings to unemployed

FX forecasts (as of 4 Jan) Current Q1 23 Q2 23 Q3 23 Q4 23

USD/JPY 131 127 123 120 120

EUR/USD 1.06 1.05 1.06 1.08 1.10

GBP/USD 1.21 1.21 1.23 1.27 1.31

EUR/GBP 0.88 0.87 0.86 0.85 0.84

EUR/JPY 139 133 130 130 132

GBP/JPY 159 154 151 152 157
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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, 

financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients within the meaning of the 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 

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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