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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 – Taking a breather ahead of payrolls  

After a volatile session yesterday, UST yields were little changed through the Asian 
session. US equity futures dropped sharply reversing some of Thursday’s surge. The 
decline was driven by disappointing tech earnings. Asian equities were mixed, with 
Chinese equities running into profit taking amid concerns over the recovery. Asian PMI 
data broadly showed improvement, with the Caixin services PMI in China the most 
notable gainer. USD/JPY was little changed trading around 128.60 as Europe opens. 
 
It was a quiet start in Europe as investors mull the policy outlook. EUR/USD was little 
changed through the Asian session and sits around 1.09, while GBP/USD nudged 
lower and is around 1.2220 as European trade gets underway.   

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – Composite PMI, final (DI, Jan) 50.2/50.2 (p) 

EZ – PPI (%MoM, Dec) -0.5/-0.9 

UK – Composite PMI, final (DI, Jan) 47.8/47.8 (p) 

US – Non-farm payrolls (k, Jan) 190/223 

US – Unemployment rate (%, Jan) 3.6/3.5 

US – Average hourly earnings (%YoY, Jan) 4.3/4.6 

US – ISM non-manufacturing (DI, Jan) 50.5/49.6 

   Source: Bloomberg 

 
Europe. The final composite PMI data are not likely to make any waves. The eurozone 

PPI for December is likely to underscore on-going disinflationary pressures in the 
pipeline. The main focus will be on central bank policy in the wake of the ECB/BoE 
decisions yesterday, with the BoE’s Chief Economist Pill having the opportunity to 
reinforce the message from Thursday’s press conference, while the ECB’s survey of 
professional forecasters is due.        
  
US. The heavyweight data keep on coming with payrolls, average earnings and the non-

manufacturing ISM reports. There has already been plenty of labour market data this 
week and it has been mixed, although in our view tending to support the view that the 
labour market remains firm. Payrolls are expected to show on-going solid growth (above 
the natural growth of the labour force). We view earnings as the part of the report with 
the most potential to move markets. Investors are increasingly expecting benign 
wage/inflation news and any disappointment here could see some reversal of the post-
FOMC rally in USTs. Recall that last month the non-manufacturing ISM index dropped 
sharply. We suspect this biases the January non-manufacturing figure to the upside vs 
the consensus call. In the wake of the spread between new orders and employment DIs 
widening sharply in the manufacturing index, we will be watching the respective spread 
in the non-manufacturing index. The Fed’s Daly speaks in a TV interview.               

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
BoE - risks to the forecasts not the forecasts themselves likely to drive near-term policy  

In years gone by one of the best guides to the stance of policy in coming meetings has been the Bank’s inflation forecast. The 
Bank offers up two sets of forecasts – one on the basis of unchanged rates and on one the basis of market interest rates. If 
the unchanged rates forecast shows inflation below the Bank’s 2% inflation target in the 2~3 year period, then there is a good 
chance that policy is seen as tight enough and further hikes would be unlikely. Through the current cycle the forecasts have 
been less useful as the BoE has continued to hike despite forecasting below-target inflation. In part, the BoE has been a little 
unfortunate. The huge volatility in both energy prices and fiscal policy wrecked their forecasts in two of the forecast runs over 
the past year.   
 

At the BoE press conference the FT reporter asked why the Bank is hiking despite the forecasts showing that inflation will be 

below target at the back end of the forecast horizon. Bailey responded first noting that he did not ignore the forecasts or 
put them to one side as the question suggested. He did say that the risks surrounding the inflation outlook were as high 
as they have ever been and that he needed to see more evidence that the risks were under control. Although in his 
view the most likely outcome is that inflation will fall quickly and be below target in the back end of the forecast horizon, 
he wasn’t very confident and he wanted more evidence that this would be the case. Deputy Governor Broadbent noted 
the very large gap between the mode and the average forecast – which is also a clear expression of upside risks to the 
central forecast.  
 
The BoE certainly has not committed to additional rate hikes at this week’s policy meeting (in stark contrast to the ECB 
which announced that it plans to hike 50bp in March). However, we read Bailey’s verbal gymnastics as meaning that 
he will vote to push rates higher at the next meeting although it is clear that the peak is coming into view for the BoE.  
 
Whilst the BoE rhetoric/changes to the statement could be interpreted as the Bank having made its last hike in the 
current cycle (and the inflation forecast certainly implies that should be the case) we continue to expect that the MPC 
will step down to a 25bp hike in mid-March.     
 
            

Bank’s CPI forecasts are benign…                …as growth remains well below trend    

 
 

Source: BoE 

 

 

 

Source : Current - Bloomberg: Forecasts – Mizuho 
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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 
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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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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 
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This Publication has not been nor will be submitted to, or reviewed by, any regulatory authority.  Without limiting the generality of the foregoing, 
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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 
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