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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 – shorter and shallower  

Most Asian equity markets tracked the main US indices higher. Japan was an exception, 
with the Topix edging slightly lower. UST yields nudged lower in the Asian session, 
especially in longer maturities. The DXY index was a little softer.   
 

South Korea is seen as a bellwether of global trade and its January trade data were poor. 
It has strong trading links with China. However, the Asian manufacturing PMI data 
showed minor improvement in January, with China’s Caixin PMI nudging up from 49.0 to 
49.2. In general the dip in activity that we expected after China’s Covid re-opening looks 
shallower and shorter than anticipated. It was a quiet session in Japan. Reuters reported 
that the BoJ bought record amount of bonds in January as it defended YCC. USD/JPY 
edged up towards the 130.40 level as Europe opens.   

 
The UK and EU are still moving forwards on a deal on Northern Ireland’s trading 
arrangements but there is still some way to go yet. UK house prices fell for a 4th 
consecutive month in January. EUR/USD sits around 1.0870, while GBP/USD sits 
around 1.3215 as European trade gets underway.  

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – Unemployment (%, Dec) 6.5/6.5 

EZ – CPI (%YoY, Jan) 8.9/9.2 

EZ – Core CPI (%YoY, Jan) 5.1/5.2 

US – JOLTS openings (k, Dec) 10300/10458 

US – ISM m’fact (DI, Jan) 48.0/48.4 

US – Vehicle sales (mn saar, Jan) 15.5/13.31 

US – FOMC meeting (%) 109.9/108.3 

   Source: Bloomberg 

 
Europe. German unemployment claims, released yesterday, dropped quite sharply in 

January hinting that European labour markets remain in decent shape. The eurozone 
unemployment print for December should remain at the cycle low. The ECB continues to 
see the solid labour market as an upside risk to prices even moving into 2024. On the 
CPI front, the postponement of the German data will make interpreting the data difficult. 
The focus remains on core CPI, which will decline much more slowly than headline CPI.                   
  
US. A 25bp move at today’s FOMC is widely expected but how Powell positions the 

FOMC for upcoming meetings is the main focus. We expect some pushback against the 
idea of rate cuts in H2. The bulk of Fed speakers have been keen to stress that policy will 
remain tight until the job is done and we expect Powell to echo this sentiment. There is 
also a slew of data, with a focus on the labour markets. Vehicle sales are set to be strong 
getting retail activity in Q1 off to a solid start after a very weak December print.          

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
Recession – but only on a technicality 

Yesterday, we published our monthly forecast update including revised growth forecasts for the G4 macro and markets in the 
wake of the on-going plunge in European gas prices and the rapid re-opening in China, both of which boost global growth 
prospects significantly. The new fx forecasts are in the table at the foot of the page. The publication is available at:  
https://www.mizuhogroup.com/emea/what-we-do/insights-and-research/insights.   
 
Our GDP forecasts across the G4 are still downbeat but they are a lot less so than at the end of 2022. While we still forecast 
consecutive quarters of negative growth in the eurozone, the UK and the US, these recessions are very shallow by historical 
standards and it will not take much more good news for them to disappear. The primary beneficiary of recent developments is 
the eurozone and our annual GDP forecast for 2023 is now 0.3%, up from -0.2% at the end of last year. In the UK, we revise 
up our annual GDP forecast by 0.3pp to -0.3%. In the US and Japan we now see 2023 GDP at 0.7% and 1.5% respectively, 
both up 0.2pp vs last month.    
 
The prospects for lower inflation in 2023 remain very good, especially given on-going energy price declines. However, the key 
question is will price pressures ease enough to satisfy central bankers that they are on track to meet their inflation targets? 
We see limited scope for rate cuts in 2023 and expect central bankers will remain cautious. We expect core inflation to remain 
quite sticky, as labour markets soften only gradually, even as goods and commodity prices ease somewhat more rapidly early 
in the year. With China re-opening, commodity prices could firm again in H2 ‘23. Given that much of core inflation is driven by 
services/wages, where the risks of inflation becoming embedded are higher, we expect that core inflation will be the main 
focus for central banks this year.  
 
With inflation having peaked we see the US dollar as struggling. The more benign macro backdrop robs the greenback of safe 
haven demand, while the ECB and the BoE are likely to out hike the Fed. The slide in European gas prices has boosted real 
rates in the region, reduced trade deficits and is encouraging the hawks at the ECB to focus on solid labour markets rather 
than weak growth. Even the BoJ has now tightened policy, leading to speculation of further moves. We don’t expect the Fed 
to ease policy in 2023 so the greenback will not easily surrender its crown but nonetheless, it is likely to end 2023 lower against 

most major currencies.      
          
            

Plunging gas prices…                          …have driven equities and bonds higher in early 2023    

  

Source: Bloomberg 
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FX forecasts (as of 30 Jan) Current Q1 23 Q2 23 Q3 23 Q4 23

USD/JPY 130 128 123 120 120

EUR/USD 1.09 1.10 1.12 1.14 1.14

GBP/USD 1.24 1.25 1.29 1.31 1.33

EUR/GBP 0.88 0.88 0.87 0.87 0.86

EUR/JPY 142 141 138 137 137

GBP/JPY 161 160 159 157 160
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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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