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

EUR Data, policy vacuum ahead of ECB meeting – could leave EUR lacking short-term support   

USD Payrolls and Powell to set the tone for the greenback 

JPY BoJ to disappoint hopes of a final move from Kuroda. JPY firm into the meeting but softer afterwards    

GBP January GDP still soft but upside risks seem to be growing   

 
Overnight comment – RBA’s dovish hike hits AUD  

Yesterday, 3m USD libor rose above 5.0% for the first time since 2007 ahead of Powell’s 
testimony today. Most Asian stocks nudged higher, although China was an exception 
against the backdrop of soft imports. UST yields pushed lower and the DXY index edged 
higher. The AUD government bond curve bull steepened and AUD dropped in the wake 
of the RBA’s dovish 25bp hike. The statement suggested that the next move would be 
data dependent, which implies it could be a pause.     
 
Japan’s wages for January were weaker than expected in both nominal and real terms. 
Indeed, the drop in real wages was the steepest since 2014. Wages are a key part of the 
puzzle for the BoJ and today’s data hint that there is no urgency to alter policy. We expect 
that policy will be left on hold at Friday’s BoJ meeting (See our BoJ preview 
https://www.mizuhogroup.com/emea/what-we-do/insights-and-research/research-centre 
USD/JPY was little changed through much of the Asian session but nudged lower 
towards the close and sits at 135.70.  

 
German factory orders were better than expected this morning. The debate at the 16 
March ECB is likely to be fierce if recent statements from Holzmann and Lane are 
anything to go by. Holzmann called for 4x50bp hikes and for an early roll-off of PEPP 
assets, while Lane cautioned about hiking rates on “autopilot” and said that the 
cumulative impact of prior tightening should be part of the meeting by meeting approach. 
The gap between the hawks and doves on the ECB looks to be particularly wide. 
EUR/USD jumped in early European trade to sit at 1.0690. UK BRC retail sales 
nudged higher to 4.9%YoY in February. GBP/USD was little changed through 
Asian trade but pushed higher at the European open and sits at 1.2065.    

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

No major data -- 

US – Fed Chair Powell’s semi-annual testimony  -- 

   Source: Bloomberg 

 
Europe. German factory orders and Spain industrial output and not likely to have 

significant impact. The ECB also releases its survey of consumer expectations. The 
inflation outlook will be an area of particular interest.             
  
US. There are no data due today leaving the focus clearly on Fed Chair Powell’s semi-

annual testimony to the Senate Banking Committee. We detect two streams of thought – 
one that involves leaving policy tight for longer and the other than see rates keeping 
marching higher until inflation is clearly on the retreat. The former are more concerned 
about the cumulative impact of hikes to date, while the latter fear that inflation is not 
coming down fast enough. For now we expect that Powell will lean more towards the tight 
for longer team, which takes more account of the impact of tightening to date, hoping that 
it will have some impact.  

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
Inflation risks shifting from supply to demand 

The recent PMI data and the NY Fed’s Global Supply Chain Pressure Index (GSCPI) indicate that inflation risks are shifting 
from the supply side of the global economy to the demand side, which is the more usual state of affairs. The huge volatility in 
supply has made life difficult for most economic agents over the last few years. 
 
The NY Fed’s GSCPI for February, released yesterday, pushed below zero to its lowest since August 2019. The GSCPI is 
derived from two sets of data – transportation costs (both sea and air) and the supply-side indices in the manufacturing PMI 
reports – delivery times, backlogs and purchased stocks. The NY Fed notes “There were significant downward contributions 
by the majority of the factors, with the largest negative contribution from European Area delivery times. The GSCPI’s recent 
movements suggest that global supply chain conditions have returned to normal after experiencing temporary setbacks around 
the turn of the year”. Some of these temporary factors were related to China’s Covid response, which has eased sharply in 
recent weeks. The index suggests that much of the general pressures on the supply side have eased, although some specific 
factors may remain.    
 
In contrast to the supply side, the demand side of the global economy suddenly looks more healthy. Global output and new 
orders expanded for the first time in seven months in February. The global output PMI rose to 52.1, up from 49.8 in January. 
This is not especially high but it is certainly not recessionary. Just a few short months earlier the composite PMI was at levels 
that indicated global recession (see chart below left). Easing natural gas prices, especially in Europe, and the re-opening in 
China have led to a sharp pick up in activity levels. In turn, this recovery of demand comes against a backdrop of tight labour 
markets, which keeps inflation risks elevated.   
 
Central bankers will be wary of the pick up. One reason for slowing the pace of rate hikes in recent months was the weaker 
demand outlook but this is less the case now. We still expect that most G10 central banks will keep hiking through spring and 
then leave rates at elevated levels for a prolonged period, in some cases well into 2024. Nonetheless, the more the PMI 
pushes higher, especially the new orders and output indices, the greater the upside risks for the peak in rates.    

          

Recession left behind as output and orders pick up.. …while suppy-side pressures ease                         

  

Source: Bloomberg, NY Fed 
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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
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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 
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