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

EUR Expectations of a hawkish ECB to keep EUR supported ahead of Thursday’s meeting   

USD Earnings, FOMC, payrolls – Potential for further easing of the safe haven bid for the greenback 

JPY BoJ likely to enjoy an easier week, but the speculators will be back in due course. A pause for JPY     

GBP BoE meeting to spur volatility          

 

Overnight comment – The calm before the storm 

Asian equities were mixed, as Chinese markets re-opened after the Lunar New Year 
break. Taiwan was the outperformer, while mainland Chinese markets played catch 
up. Elsewhere sentiment was weaker and while the Topix was almost flat, most other 
markets declined modestly. Event risk looms large this week, although most of the 
action is Wednesday through Friday (Fed, ECB, BoE, non-farm payrolls, earnings). 
UST yields nudged a little lower in Asian trade, alongside US equity futures. The 
DXY index was a fraction higher.  
 
While there were no data in Japan, a panel of experts called for a new Joint 
Statement between the government and the BoJ making the 2% inflation target a 
longer-term goal. One of the experts is Yuri Okina, who is seen as a potential 
candidate for Deputy Governor and is a long-shot for the top spot. In the 
accompanying press conference she noted “The normalization of yield functions and 
the bond market would likely mean a need to comprehensively rethink monetary 
policy, including its various methods of conduct”. The yen strengthened a little in the 
wake of the report and was the best performing G10 currency in the Asian session. 
USD/JPY sits around 129.55 as Europe opens.  
 
It was a quiet start to the European open, with EUR/USD little changed through the 
Asian session. The pair sit around 1.0860 as European trade gets underway. In 
the UK, the Lloyds business barometer edged higher for a second month. GBP/USD 
was little changed sitting around 1.2385 as Europe opens.   
              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – EU Commission economic confidence (DI, Jan) 97.0/95.8 

   Source: Bloomberg 

 
Europe. The data today will feed into eurozone releases later in the week. GDP is 
backward looking but is nonetheless an important indicator. Spanish Q4 GDP was 
out on Friday and was a little firmer than expected. A similar result for Germany Q4 
GDP today will lead to upward revisions to the eurozone estimate, due on Tuesday, 
where the consensus is for a -0.1%QoQ print. Should eurozone GDP avoid a drop 
in Q4, the chances of avoiding recession improve significantly. Spanish CPI data for 
January are also due and will provide insight into the eurozone figure on Wednesday. 
The GDP, inflation and unemployment data will all be available to the ECB when 
they meet to raise rates on Thursday. Earnings season is heating up in the eurozone 
too.                
  
US. As in Europe, it is a slow start to a very busy week. The lone data release today 
is the Dallas Fed manufacturing index, while there are relatively few earnings 
releases today. In contrast to the ECB, some of the main data releases in the US 
this week are due after the FOMC meeting on Wednesday, namely payrolls.       

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
A toe in the water? 
MoF’s weekly International Transactions in Securities data for the week ending 20 January showed overseas investors 
winding down their JGB sales in the wake of the BoJ’s decision to leave rates unchanged. In the run up-to the meeting 
overseas investors had sold Japanese bonds very heavily. The chart below left tracks the four-week moving average 
of the weekly numbers and the figure jumps sharply as, the record weekly selling from the week in the wake of the 
December surprise falls out of the moving average but it is still nonetheless still very negative. The MoF data track 
bonds but activity in the JPY swap and JGB futures markets has been elevated too. The BoJ clearly unnerved overseas 
investors and they sold JGBs heavily. Given on-going risks of a further policy change from the BoJ, we suspect that 
overseas investors will remain reluctant to commit to the JGB market for much of the remainder of H1 and possibly 
beyond. The four-week average of foreign buying of Japanese equities is close to flat.     
 
For the bulk of 2022, Japanese investors sold overseas bonds in record amounts. We note that the four-week moving 
average of Japanese activity in foreign bond markets has now turned positive. We do not see sustained inflows into 
overseas markets in H1 23 but it is possible and even likely that the heavy selling draws to an end as the prospect for 
lower UST yields and less volatility improve.  
 
The data also show the four-week moving average of overseas stocks purchases by Japanese investors is close to 
multi-year highs suggesting that the Japanese have been participating in the recent US equity rally. Much of these 
equity purchases are potentially unhedged and thus the elevated level of outflow is likely one reason why JPY has 
struggled to make much ground in recent weeks. Outflows on the equity side seem unlikely to remain at these elevated 
levels. The more elevated US equities go, the higher the risk that pension funds start to take profits, the lowering net 
outflows or possibly overwhelming then altogether.      
          
            

Overseas investors have dumped JGBs…while Japanese investors are much less –ve on foreign assets   

  

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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