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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 – Japan’s heavy foreign bond selling tapering off 

Asian equities tracked their US counterparts higher, with mainland Chinese shares the 
main exception. UST yields nudged off yesterday’s high in the overnight session, 
especially at the longer end. The DXY index initially drifted lower but pared some of the 
drop late in the session. Brent crude futures pushed up towards the $86.0 level.    
 
Japan seasonally-adjusted trade balance was a lot less weak than expected coming in at 
¥1821bn. Exports rose 3.5%YoY, while imports were up 17.8%YoY. The non-seasonally-
adjusted deficit was a record ¥3.5trn, in part driven by the timing of the Chinese New year 
holiday. Exports to China were down 17.1%YoY. We expect modest improvement in the 
trade deficit going forward, supported by the re-opening in China. Machinery orders were 
a little soft, while MoF’s weekly flow data support our view that the massive selling of 
foreign bonds in 2022 is giving way to a more neutral stance. Net buying on the week to 
10 Feb was ¥716bn. The four-week moving average of net foreign bond purchases 
remained positive, despite the heavy buying one month ago falling out of the calculation. 
USD/JPY sits just below 134.0 as London opens. Australian data were weak across 

the board but the dip in AUD was brief.  
 
Late yesterday President Lagarde reiterated that the policy rate will rise 50bp in March. 
She noted that the ECB would then assess the outlook although many of her colleagues 
are already pencilling in further hikes. Today’s slew of speakers will likely discuss the 
longer-term outlook. EUR/USD pushed off yesterday’s lows and sits around 1.0710 
as European trade gets underway. It’s a quieter start in the UK with no data releases 
this morning. GBP/USD also edged off the lows and sits around 1.2045. 

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

US – PPI (%MoM, Jan) 0.4/-0.4 

US – Jobless claims (k) 200/196 

US – Housing starts (%MoM, Jan) -2.0/-1.4 

US – Philly Fed index (DI, Feb) -7.5/-8.9 

   Source: Bloomberg 

 
Europe. It is quiet on the data front in the Eurozone. The ECB publishes its Economic 

Bulletin. Earlier in the week the ECB released an article on fiscal policy that hints at upside 
risks to the inflation outlook. It will likely be re-cycled into the Bulletin. On the policy front 
Lane, Panetta, Nagel, Stournas and Makhlouf all speak. The BoE’s Pill speaks again.  
  
US. The data just keep coming. PPI, jobless claims, the Philly Fed manufacturing index 

and housing starts are all out today. The PPI contains some of parts that feed into core 
PCE. The housing market looks to be bottoming out but the pick up in the NAHB index is 
likely a bit early to be pushing housing starts higher. The Philly Fed seems likely to pick 
up but probably not as much as the Empire State index. Today’s data seem likely to have 
less market impact but the direction is still likely towards higher rates/tighter policy.      

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
IEA boost oil demand forecast for 2023, as China re-opens 

The IEA raised its forecast for world oil demand in its monthly Oil Market Report for February released earlier this week. The 
report noted “Following a modest year-on-year contraction in 4Q22, global oil demand is set to rise by 2 mb/d in 2023 to 101.9 
mb/d”. Of the additional 2mn bpd, 900k comes from a pick up in Chinese demand, with a further 700k barrels across the rest 
of Asia-Pacific region as the China re-opening spills over. The re-opening in China has progressed faster than we thought it 
would and with less disruption. Covid seems to be fading as an economic factor.  
 
On the supply side, the IEA expects that the US, and to a lesser extent Brazil, Norway, Canada and Guyana, will supply most 
of the 1.2mn bpd demand growth that it expects this year, with OPEC+ seeing supply decline as Russian crude production is 
shut in as a result of the Russian embargo. Russia recently announced that it was cutting output by 5% or ~500k bpd. OPEC 
has declined to boost production to fill the short-fall.  
 
The IEA still expects that supply will outpace demand in H1 but by H2 the situation will have reversed and inventories will be 
on the slide. Inventories actually declined in December but were still 40.5mn barrels above year ago levels.  
 
OPEC taking a “wait and see” stance 

OPEC is keen to leave output unchanged in the short term. Four months ago they cut output and have left output unchanged 
since. OPEC’s latest forecast mirrors the IEA – demand is set to pick up through 2023. Nonetheless, OPEC remains cautious 
on global demand given tighter monetary policy across much of the world. It noted “Downside risks are apparent and may 
include further geopolitical tensions in eastern Europe, China's ongoing domestic challenges amid the pandemic, and potential 
spillovers from China's still fragile real estate sector”. Given such caution is it unsurprising that they are showing no movement 
towards boosting production levels. It almost implies that prices will need to firm durably to result in an increase in supply  
 
OPEC spare capacity is limited. Saudi Arabia and the UAE have the bulk of OPEC’s spare capacity and they are forecast to 
be producing near record rates. The spare capacity cushion is slim at a little over 3mn bpd. This leaves the market vulnerable 
to disruption. This is not our base case but the risks of a large jump in prices looks a lot larger than the risks of a large fall.    
 
Upside risks for inflation in late 2023/early 2024 

We had been expecting headline inflation to fall below core inflation during the course of 2023 in most countries. That still 
looks likely but the degree of decline will now be much lower. The negative contribution from energy will peak earlier and fade 
faster as energy prices pick up earlier than we had expected and by the end of the year oil looks like it will again be making a 
minor positive contribution by end 2023/early 2024.   
 

 

 

 

Source : Current - Bloomberg: Forecasts – Mizuho 

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, 
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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 
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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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