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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 – Post-Powell, pre-payrolls calm. DXY nudges lower   

It was a quieter Asian session after Powell was slightly more dovish in the second iteration 
of his testimony, suggesting that no decisions on upping the scale of rate hikes has been 
made, but the solid JOLTS data hinted at on-going labour market strength. Currency 
markets were particularly quiet ahead of tomorrow’s payrolls and Kuroda’s final BoJ 
meeting. The DXY index inched lower through the session. Asian stocks were mixed, with 
soft Chinese CPI data having limited impact.      
 
In Japan, Ueda’s nomination for BoJ Governor, as well as the nominations for the two 
Deputy Governors, passed the Lower House easily, as expected. The Upper House votes 
tomorrow. The 2nd estimate of GDP for Q4-22 showed growth as only marginally positive 
with the QoQ growth rate revised down to 0.0%QoQ from 0.2%QoQ. Weaker private 
consumption was the main driver. M2 growth in February slowed a little to 2.6%YoY. 
There is little in the money supply data that suggests major upside inflation risks. MoF’s 
weekly flows data for the week ending 3 March showed modest foreign bonds selling 
(¥169bn). We anticipate muted activity in coming weeks into fiscal year end as detailed 
in our monthly flows outlook, published yesterday. Activity in foreign stocks was almost 
flat last week. USD/JPY pushed lower through the session and sits at 136.70 as 
European trade gets underway.       

 
French payrolls for Q1 remained positive at 0.2%QoQ, hinting at on-going labour market 
strength. EUR/USD nudged higher through the Asian session to sit at 1.0555, as 
Europe opens. In the UK the RICS house price balance was not quite as weak as 

expected but it was still very weak. At -48, it has only been weaker during the GFC this 
century. The survey also pointed to a marginally slower decline in activity. GBP/USD was 
little changed and sits at 1.1860   

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

UK – RICS house prices (DI, Feb) -49/-47 

US – Jobless claims (k)  195/190 

   Source: Bloomberg 

 
Europe. It will be a quiet session, although investors may need some time to decompress 

and mull over recent developments in the wake of Powell’s testimony and ahead of 
payrolls on Friday. The highlight will be house price data in the UK. The index is expected 
to remain at depressed levels. A weak housing market is one drag on activity. Yesterday, 
the BoE’s Dhingra called for the MPC to stay on hold and said the risks of doing too much 
were greater than the risks of doing too little. This is a minority view and is unlikely to 
have much impact on policy in the short term. The ONS is expected to release data on 
inward investment, which has been weaker since Brexit              
  
US. Jobless claims are main focus and are seen remaining solid. The flow of funds data 

for Q4 are also due. The data will update savings data and indicate just how much 
firepower the US consumer still has in the tank.   
 

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
Parsing Powell  

The Atlanta Fed’s GDPNow index for Q1-23 sits at 2.63%. This implies solid growth in Q1 and is some distance from recession. 
Recent activity data have been upbeat and show limited signs of a slowdown, although the 3m moving averages are somewhat 
less upbeat.  
 
Against such a backdrop Fed Chair Powell’s testimony landed. Powell noted “The data from January on employment, 
consumer spending, manufacturing production, and inflation have partly reversed the softening trends that we had seen in the 
data just a month ago. Some of this reversal likely reflects the unseasonably warm weather in January in much of the country. 
Still, the breadth of the reversal along with revisions to the previous quarter suggests that inflationary pressures are running 
higher than expected at the time of our previous Federal Open Market Committee (FOMC) meeting… there is little sign of 
disinflation thus far in the category of core services excluding housing, which accounts for more than half of core consumer 
expenditures… Despite the slowdown in growth, the labor market remains extremely tight. The unemployment rate was 3.4 
percent in January, its lowest level since 1969. Job gains remained very strong in January, while the supply of labor has 
continued to lag”.  

 
On policy Powell said “the latest economic data have come in stronger than expected, which suggests that the ultimate level 
of interest rates is likely to be higher than previously anticipated. If the totality of the data were to indicate that faster tightening 
is warranted, we would be prepared to increase the pace of rate hikes”. In his comments on Thursday Powell stressed that no 
decisions had been made but he again referred to the totality of the data, suggesting that a decision on a 50bp hike depends 
on upcoming data releases.  
 
The most likely change in the median dot in the Dot Plot that will be published alongside the Summary of Economic Projections 
(SEP) at the March FOMC meeting is a rise to 5.625%, up 50bp from the current 5.125%, with 5.375% a slightly lower 
probability outcome. We think the bar for a 50bp hike in the Funds rate is clearly lower than we anticipated and there is some 
combination of the labour market (9-Mar) and CPI data (14 Mar) that will drive a 50bp hike. A 50bp hike sits ill with us but it 
now seems possible. It would be odd to see a re-acceleration of the pace of rate hikes. It implies an earlier error. But Powell 
didn’t have to say anything about accelerating the pace of hikes and yet he did. There is some speculation that he is simply 
trying to preserve optionality but you only need options if you think you might use them. If we attribute each 100k jobs in the 
payrolls report a value of 0.1 and add it to the core CPI MoM forecast – the consensus is for something in the region of 0.625% 
(225k jobs + 0.4%). Anything above this would likely trigger a 50bp move. The JOLTS data on Wednesday implied the labour 
market remains solid.          

          

Fed pricing jumps in the wake of Powell’s comments…  …but EGB yields hardly outperforming.                                 

 
 

Source: Bloomberg  
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