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

EUR High core inflation, low unemployment to keep the hawks in control   

USD USD surge looking a little stretched 

JPY Solid data to support JPY    

GBP NI deal not likely to provide much upside for GBP  

 
Overnight comment – UST yields keep pushing higher. Firm DXY  

UST yields pushed higher in the Asian session, with 10yrs pushing further above 4.0%. 
2x10s UST curve inversion is at multi-year highs. Last night, US auto sales were a little 
firmer than expected but still softer than in January, while the global manufacturing PMI 
nudged back to the 50 level, led by the jump in China. Higher yields dragged the DXY 
index higher and weighed on risk appetite, with US equity futures pushing lower.   
 
Japan’s weekly International Transaction in Securities data for the week to 24 February 
showed the heavy selling of foreign bonds in 2022 looks to be behind us. The unusually 
large net buying in the week to 17 February was followed by more modest net purchases 
but net purchases none-the-less (¥211bn), extending the buying streak to 4 weeks. The 

capex data were slightly firmer than expected implying marginal upside for the 2nd 
estimate of Q4 GDP but company profitability was weak, while consumer confidence was 
little changed and hints at a limited post-Covid bounce in consumption. Today’s 10yr JGB 
auction saw solid demand, with the bid/cover at 7.6x, while the rally in 30yr JGBs ran out 
of steam. USD/JPY pushed higher and sits around 136.85 as Europe opens.  

 
Ahead of today eurozone CPI, the Dutch CPI came in strong. Yesterday, there were a 
number some speeches of interest. Villeroy noted that ECB rate hikes should be done by 
September at the latest. Nagel noted that he was a lot more comfortable with current 
pricing and that APP roll-off might rise to €20bn in July. We suspect that it may rise by 
more. EUR/USD gave back some of yesterday’s rally overnight and sits at 1.0635 
as European trade gets underway. It was a quiet start to trade in the UK with GBP/USD 
also pushing lower through the Asian session to sit at 1.1975. 

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – CPI (%YoY, Feb) 8.3/8.6 

EZ – Core CPI (%YoY, Feb) 5.3/5.3 

EZ – Unemployment (%, Jan) 6.6/6.6 

US – Jobless claims (k) 195/192 

   Source: Bloomberg 

 
Europe. With the national CPI releases now out the risks for the Eurozone measure are 

clearly on the upside, although the bulk of any “surprise” is likely priced in. Whilst the 
focus will be on the CPI, we see the unemployment data as also important. The 
unemployment rate remains below the pre-Covid level and the tight labour market is a 
key source of inflation risk. Holzmann, Giundos, Vasle, Muller, Wunsch speak. The BoE’s 
Hauser speaks on market dysfunction. It is a topic of interest for those that are active in 
the short end of the Gilt curve.        
  
US. Jobless claims continue to indicate that the labour market remains solid. Fed 

speakers include Waller and Kashkari. Waller’s speech is the more promising for policy-
relevant commentary, especially as Kashkari spoke on Wednesday.  

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
G10 central banks: Pausing, peaking, or on-going progress 

The BoC is leading the G10 central banks in pausing interest rate hikes. To date it seems to be in a group of 1. At its last 
meeting the BoC hike and said that it would leave rates on hold for a period to assess the impact of the rapid hikes to date. 
The market is taking the BoC at its word, pricing in almost no change in rates in the coming six months, despite a surge in 
interest rate expectations elsewhere. The market is priced for the next big move in Canadian rates to be lower. This is despite 
the unemployment rate (currently 5.0%) being very close to the cycle low 4.9% recorded in June and July last year. Headline 
CPI has clearly peaked but core much less obviously so. Recent activity data has been mixed.  
 
Most G10 central banks look to be approaching a peak in rates but are not quite there yet. At one end of this large group is 
the BoE. Recent comments by Governor Bailey remained suggested that the Bank is nearly done. Baily noted “I would caution 
against suggesting either that we are done with increasing Bank Rate, or that we will inevitably need to do more…Some further 
increase in Bank Rate may turn out to be appropriate, but nothing is decided”. We expect minor fine tuning from the BoE as 
the Bank revises up its growth forecasts for 2023, which in turn will see higher inflation at the back end of the forecast horizon. 
The BoE meets on 23 March – after the 15 March budget, which we see being mildly stimulative. Norges Bank is also at the 
same end as the BoE. Its latest projections see just one more 25bp hike but recent developments hint that it will be making 
good on the additional 25bp that it possibly saw as necessary. We see the RBNZ, SNB, RBA, Riksbank, and the Fed as being 
in this group. We expect that most of these banks will be done hiking by early summer.  
 
The ECB is arguably in a class of its own. Core inflation has yet to peak. It is still hiking in 50bp increments. As the chart below 
right indicates, the share of variable rate mortgages in the eurozone is low, increasingly the time it takes for rate hikes to feed 
through to activity and the ECB was among the last to start hiking. Finally, the labour market remains rock solid, with 
unemployment at a cycle low. Our forecasts have the ECB as hiking its deposit rate a further 100bp, with 25bp hikes in May 
and June, following a 50bp hike in March, but the risks for now seem to be to the upside.    
 
The BoJ stands out as it has only just begun to tighten and doesn’t seem sure if it really wants to continue. Certainly near-
term policy action seems unlikely, given that the 10 March meeting will be Kuroda’s last. There is some speculation that 
Governor Kuroda will sign off on a dramatic note (he has certainly sprung a few surprises in his time), ending YCC to make 
life easier for his successor, but we see this as a low probability outcome. We suspect that April~July period is fertile ground 
for the next step out of the current ultra-easy policy settings.  

          

The surge in policy rates is close to its end. Housing market differences will impact policy transmission 

 
 

Source: Bloomberg, OECD 
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FX forecasts (as of 23 Feb) Current Q2 23 Q3 23 Q4 23 Q1 24

USD/JPY 135 129 124 122 120

EUR/USD 1.06 1.09 1.12 1.14 1.15

GBP/USD 1.20 1.23 1.28 1.30 1.32

EUR/GBP 0.88 0.89 0.88 0.88 0.87

EUR/JPY 143 141 139 139 138

GBP/JPY 162 159 159 159 158



 
Mizuho Bank, Ltd. | Mizuho Daily Currency Watch 
 
 
 

 
 
 
 
 
Mizuho Daily Currency Watch Mizuho Bank, Ltd.   3 / 3 
 

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. 

 

United Kingdom / European Economic Area: In the UK, Mizuho is authorised by the Prudential Regulation Authority and subject to regulation 

by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of MHBK's regulation by 

the Prudential Regulation Authority are available upon request. This publication may also be distributed by Mizuho International plc (“MHI”). MHI 

is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 

 

Singapore: Mizuho is licensed as a bank under the Banking Act (Chapter 19) of Singapore, and is regulated by the Monetary Authority of 

Singapore. 

 

Japan: Mizuho is authorised and regulated by the Financial Services Agency of Japan. 

 

United States: This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC”) Regulations 1.71 and 

23.605. The content of publications distributed by Mizuho Securities USA Inc. (“MSUSA”) is the responsibility of MSUSA. The content of 

publications distributed directly to US customers by Mizuho is the responsibility of Mizuho. US investors must effect any order for a security that 

is the subject of this report through MSUSA. 

 

Brazil: Banco Mizuho do Brazil S.A. is authorized to operate and regulated by the Brazilian Central Bank. 

 

This publication is available free of charge to clients. However, if you no longer wish to receive it then please specifically request to unsubscribe 

from the distribution list.   

 

© 2018 Mizuho Bank Ltd 

 


