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

EUR Eurozone labour market to remain an inflation threat for the ECB  

USD Headline inflation to ease further, but core developments less benign   

JPY Impact of YCC tweak in the price. JPY needs more good news to keep pushing higher   

GBP A lack optimism surrounding the outlook to keep GBP soft for now          

 
Overnight comment – Yen boosted by BoJ speculation   

Asian equities were mostly higher with UST yields nudging lower too in the Asian session. 

The BoJ upgraded 4 out of 9 regions in its regional report released alongside the Branch 
Managers meeting. The firmer backdrop will be one factor feeding into the higher CPI 
forecasts at the BoJ policy meeting next week that the press have trailed. Today, the 
Yomiuri reported that the BoJ will review the side effects of its ultra-loose policy at the 18 
January meeting. This pushed yields higher with 5yr JGBs pushing up to their highest 
since September 2013. There was a record take up of the BoJ ops to buy unlimited 10yr 
JGBs at 0.5%. USD/JPY dropped as low as 131.37 and was the best performing G10 
currency in the Asian session. There were plenty of data releases out of Japan including 
bank lending and the eco watchers survey. The Covid surge in lending looks to have 
passed and bank lending is back close to pre-Covid growth rates at 2.7%. The outlook 
index in the eco watchers survey pushed higher. There hasn’t been much good news on 
consumption in Japan of late of late so the 1.9 point jump is welcome. The Japanese 
current account was a lot better than expected too.  
 
It is a quiet start to the European session. EUR/USD is little changed in the Asian 
session sitting around 1.0750 as Europe opens. In the UK there is growing speculation 

that the April rise in the energy cap might be cancelled. This would lower UK inflation in 
2023. GBP/USD sits around 1.2140 as Europe opens.            

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – ECB economic bulletin  --/-- 

US – CPI (%MoM, Dec) -0.1/0.1 

US – Core CPI (%MoM, Dec) 0.3/0.2 

US – Weekly jobless claims (k) 215/204 

   Source: Bloomberg 

 
Europe. The ECB publishes its economic bulletin alongside its survey of consumer 

expectations. The titles of the articles were published earlier in the week. There is one on 
wages that looked like the source for Lane’s hawkish labour market comments at the 
weekend. The BoE’s Mann speaks on challenges for the UK economy and monetary 
policy. She is now the lone hawk and we expect that her tone will be unchanged but 
expect the impact of her comments will be limited.   
  
US. The US inflation report is the data highlight of the week. The Bloomberg consensus 

for the headline CPI has nudged lower from 0.0%MoM to -0.1%MoM while the core CPI 
remains at 0.3%MoM. There is potentially a lot riding on this release as it may swing the 
FOMC vote on 1 February. In a recent speech Fed Chair Powell made it clear that the 
Fed is focused on core service prices excluding rents. These prices tend to be more 
persistent. Some members have hinted that a weak CPI print might persuade them to 
support a step down to a 25bp hike. Weekly jobless claims are also due. These suggest 
the labour market remains firm. The Fed’s Harker, Bullard and Barkin speak today.          

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
Japan Flows – Foreign bond selling offset by equity buying 

MoF’s monthly International Transactions in Securities report covering December showed Japanese investors remaining 
sellers of overseas bonds. They have been net sellers in 12 of the last 14 months. Net sales in calendar 2022 hit a record at 
a little over ¥20trn.  
 
The primary groups responsible for this decline are lifers and banks. In December, lifers sold a record ¥2274bn taking their 
net sales for the year to a little over ¥11trn. The primary driver here is the surge in overseas hedging costs. Hedged foreign 
bonds have been a mainstay for lifers since the GFC but now elevated hedging costs mean that hedged bonds yield a lot less 
than JGBs. This is especially the case now that the BoJ has tweaked the YCC bands. In the wake of the rise in long-term JGB 
yields, we expect that lifers’ recent focus on domestic bonds will increase. Whilst the retreat from overseas bond markets 
instinctively hints at a firmer yen, we believe that the bulk of the selling will have been hedged assets and thus the fx impact 
is a lot more muted. Banks are the other big sellers. They tend to be active in much shorter maturities than lifers. Net sales by 
banks in 2022 reached ¥1347bn. Again from an fx perspective, much bank activity is funded via local repo markets and fx 
flows are relatively light.      
 
Also offsetting the impact of lifers’ sales was the fact that in December both lifers and investment trusts were net buyers of 
foreign assets. Trust banks are a proxy for pension funds and look to have bought the dip in both equities and bonds in 
December, while investment trust for overseas equities has remained surprisingly firm, despite the woes of overseas equity 
markets in 2022.  
            

Lifers lead the foreign bond selling but trust banks were heavy foreign asset buyers in Dec 

  

  

Source: Bloomberg 

 

 

Source : Current - Bloomberg: Forecasts – Mizuho 
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FX forecasts (as of 5 Jan) Current Q1 23 Q2 23 Q3 23 Q4 23

USD/JPY 131 127 123 121 121

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 139 133 130 131 133

GBP/JPY 159 154 151 154 159
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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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