
 
 
 
 
Mizuho Global Weekly Mizuho Bank, Ltd.  1 / 3 
 

 

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

EUR Slow data week to leave the focus on ECB hawk talk   

USD Solid data to hint GDP accelerating, supporting higher UST yields and a firm currency 

JPY New BoJ Governor in the spotlight. Mild upside for JPY    

GBP Heavy data week to suggest it is too early for BoE to pause          

 
Overnight comment – JPY softens, despite expectation of Ueda nomination   

Asian equities started the week on the back foot, with Chinese mainland shares the main 
exception. US equity futures pushed lower too. UST yields nudged off Friday’s high but 
only fractionally so. The DXY index initially moved higher but gave up much of the gain 
later in the session.   
 

The main focus in Japan remains the BoJ (see Currency comment for more details). Over 
the weekend, the head of the LDP’s Policy Research Council Koichi Hagiuda said easy 
monetary policy should be maintained but there was room for adjustment and reform. 
Whilst Haguida was not explicit in what these adjustment/reforms might be, we suspect 
that the new BoJ Governor will have discussed potential reforms with the Kishida 
administration already as part of the nomination process. We see political pressure as a 
key factor in BoJ developments this year. The dysfunctional bond market and the data 
are the other two factors likely to drive policy, with data in the lead. Despite the hawkish 
surprise on the nomination, 30yr JGB yields dropped sharply today and USD/JPY pushed 
higher. Nominee Ueda’s comments from Friday suggest he is in no hurry to tighten policy. 
USD/JPY sits around 132.25 as European trade gets underway.  

 
Over the weekend the ECB’s Visco suggested that the governing Council has yet to 
decide on policy beyond March. He also noted that he was as against doing too little as 
he was going too much. We see a number of his colleagues as preferring to err on the 
side of doing too much given the recent surge in inflation. EUR/USD edged off Friday’s 
lows during the Asian session and sits around 1.0680 as Europe opens. 

 
In the UK the Chartered Institute of Personnel and Development’s quarterly survey 
showed private sector employers expecting to pay 5% wage increases in the coming 
year. This is above levels the BoE feels comfortable with. The survey also showed 
difficulties in staffing with many hard to fill vacancies and few plans for redundancies – 
further underscoring the resilience of the UK labour market, despite the cost of living 
squeeze and the economy being in the cusp of recession. GBP/USD pushed a little 
higher into the European open to sit at 1.2055.        
              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

No major data due today   

   Source: Bloomberg 

 
Europe. EU Commission publishes its forecasts today. These are often a useful source 

of information on fiscal policy given the Commission’s role as the fiscal watchdog. Euro 
area finance ministers meet in Brussels to discuss energy amongst other things. On the 
ECB front Centeno speaks. He is on the dovish side of the debate.    
  
US. It’s a bumper week for US data but it is off to a very slow start today with nothing on 

the docket! Fed Governor Bowman speaks. She is a permanent voting member but her 
comments are reflect her community banking position on the Board. Her comments on 
monetary policy are less frequent.    

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
New BoJ Governor makes policy changes in 2023 a little more likely  

In the wake of Friday’s media reports on the likely nominees for the top jobs at the BoJ, the first order of business will be to 
check their veracity, when the official announcement comes on Tuesday. Then interest will roll over to their nominee testimony 
currently scheduled for 24 February. The next BoJ meeting is on 10 March, which will be the last of the Board as currently 
constituted. Deputy Governors Amamiya and Wakatabe will both conclude their terms on 19 March, while Kuroda’s term ends 
on 8 April.  
 
As noted in our Market Comment on Friday, we expect that Ueda will likely be a little more Chairman of the board and a little 
less CEO compared to Governor Kuroda, (https://www.mizuhogroup.com/emea/what-we-do/insights-and-research/research-
centre) leaving the two new Deputies to have a little more influence over policy than they did under Kuroda. In addition, relative 
to the three incumbents, the new Governor and Deputy Governors will, as a group, be a little more hawkish and a little more 
inclined to alter policy.    
 
Our baseline view remains that a combination of political pressure, bond market dysfunction and the elevated path of inflation 
combined with a decent outlook for growth will allow some tweaks to YCC and an exit from NIRP. None of these on their own 
would be sufficient but in combination they suggest to us that the likelihood of policy change is better than evens. Indeed, with 
a slightly more hawkish BoJ Board in place, the risks to our view have diminished a little. We do not see Ueda as being in a 
great rush to do anything and thus the April BoJ meeting’s main points of interest will be the new forecasts to see how the 
inflation print develops and the press conference to see how Ueda is slotting into his new role. It would not be a surprise if a 
policy review was to be announced but it would be a surprise if there were any details    
 
On the other hand we continue to expect that the BoJ’s tightening journey will prove to be very short, that the virtuous 
wage/price spiral that the BoJ seeks will prove elusive and that the exit from negative interest rates will get stuck at zero. From 
NIRP to ZIRP is our view on the Japanese policy rate. Speculation surrounding a change in rates is likely to be persistent in 
coming months and we expect that this will keep upside pressure on 10yr JGB yields and force the BoJ to keep intervening in 
the JGB market. It will also likely help keep USD/JPY edging lower in H1. We look for USD/JPY to push down to 123 by mid-
year and 120 by year end.   
                 
            

JGB market worse than before YCC tweak…      …amid rising BoJ JGB buying 

  

Source: Bloomberg  
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