
 
 
 
 
Mizuho Global Weekly Mizuho Bank, Ltd.  1 / 3 
 

 

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 – Asian PMIs point to solid growth, DXY edges lower  

Yesterday’s Fed speakers – Collins, Waller and Bostic all seemed content with 
25bp hikes for now, although there is plenty of additional data to come before 
the FOMC meeting on 22 March. Most noted a possible need to push rates 
higher if the data continue to come in hot – suggesting data dependence. The 
entire UST curve yielded above 4% at yesterday’s close, although yields 
dropped in the Asian session, taking 30yrs back below the 4.0% level. Asian 
services PMI data were generally firm, especially China and India. Most Asian 
stocks followed US equities higher, while the DXY index was soft.  
 
Tokyo CPI for February declined a fraction less than expected but fell sharply 
nonetheless from 4.4%YoY to 3.4%YoY. The drop was entirely driven by energy 
subsides, with the ex fresh food and energy CPI nudging up from 3.0%YoY to 
3.2%YoY, hinting at building underlying pressures. The unemployment rate 
dipped to 2.4% and looks to be pushing back towards the 2.2% 2018/19 low. 
The composite PMI in Japan inched a little higher too. USD/JPY pushed lower 
and sits around 136.50 as Europe opens.  
 
The jump in the German trade balance in January hints at further normalisation 
for the eurozone, which in turn should support EUR going forward. Yesterday 
the ECB’s Wunsch said 4% rates were possible if the data stay strong. 
EUR/USD bounced off the lows in Asian trade and sits around 1.0620, as 
European trade gets underway. It was a quiet start to trade for sterling with 
GBP/USD sitting at 1.1980 as the European session opens.   
              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – PPI (%YoY, Jan) 17.7/24.6 

US – Non-m’fact ISM (DI, Feb) 54.5/55.2 

   Source: Bloomberg 

 
Europe. The PPI doesn’t usually get much attention given that the CPI for the 
subsequent month is usually released just ahead of the PPI data. The key point 
for us in today’s PPI is the big drop in the YoY rate despite the modest MoM 
change. Base effects will also help the CPI decline in time too. The ECB’s 
Holzmann, Guindos, Vasle, Muller and Wunsch speak. Any comments on the 
CPI and peak policy rates will be of interest       
  
US. The non-manufacturing ISM has been volatile over the last two months. A 
small dip is the consensus call but the risks seem to be on the downside. From 
the Fed Logan, Bostic and Bowman speak.  

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
BoJ to leave policy unchanged at Kuroda’s final meeting 
Expectations of a change in BoJ policy have been dialled back in the wake of the BoJ’s decision to boost its Fund 
Supply Operations against Pooled Collateral (18-Jan) at the previous BoJ meeting and the nomination and 
subsequent Diet confirmation hearings of the new leaders of the BoJ. We see the new BoJ leadership as 
somewhat more hawkish – which is almost inevitable given how dovish Kuroda and his two Deputy Governors 
were. Kazuo Ueda’s testimony was somewhat dovish, giving the impression that he is in no hurry to alter the 
BoJ’s policy settings.  
 
The argument for a change in policy at the March meeting is for Kuroda to take the difficult decision on abandoning 
YCC leaving a clean(er) slate for his successor. Generally, central banks like a bigger bang for the buck in 
springing a surprise and that would imply the BoJ wants much higher rates – which we see as unlikely.  
 
Abandoning YCC in March would be a surprise. 46 out of 49 Bloomberg survey participants saw no change in 
policy. Given that politics looked to be a key driver of the December decision to widen the YCC bands, it’s a little 
harder to judge the policy outlook on its economic merits – but we see no economic rationale for a policy change 
at the 10 March meeting, especially as it comes before any of the details of the spring wage round are available. 
Furthermore, a number of Board members have noted that they want to see the impact of the December tweaks 
before taking further action, including Takata and Nakagawa. The survey also noted that 61% of respondents saw 
a policy change in April (20%) or June (41%).  
 
Our expectation is that the BoJ will make some adjustments to policy this year, most likely in the summer. Despite 
the big drop in today’s Tokyo CPI, the ex fresh food and energy number nudged higher and the labour market 
tightened a little. We suspect that the inflation outlook will be in the grey zone by summer – meaning that the BoJ 
can play it either way. Anecdotal evidence on the wage front remains impressive, although these reports are 
generally from bigger companies. Smaller companies seem likely to be more hesitant on wages.    
 
 

          

Output gap is narrowing 

 
 

Source: BoJ 
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1yr 3yr 5yr

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
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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 
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research.  
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