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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 – Kuroda leaves policy unchanged. USD/JPY pushes higher   

It was an ugly US session for equity markets, with the S&P closing down over 2%, led by 
banks amid fears that the impact of tightening to date is starting to ripple through the 
economy. UST yields dropped alongside the equity market, while the DXY index edged 
lower. Asian equities also pushed sharply lower, also led by banks. In Japan 10yr JGB 
yields dropped over 10bp in the wake of the BoJ’s decision to leave policy unchanged. 
The moves in 7~10yr JGBs are likely exaggerated by the lack of liquidity.       
USD/JPY jumped in the wake of the BoJ. In his press conference Kuroda pushed the 

case to keep policy loose. He praised his successor saying he was a great economist. 
Household spending was a little soft and the PPI continued to ease, dropping more than 
expected to 8.2%YoY. USD/JPY sits at 136.40 as European trade gets underway.  

Yesterday, UA Zensen, an umbrella group of unions that covers ~240k workers 
concluded its annual wage negotiations. Nationally, these are due to conclude on 15 
March but UA Zensen wrapped up its discussions early for the first time ever winning a 
5.3% wage increase. The early conclusion hints as labour gradually wining the upper 
hand and suggests upside risks at the national level. It also supports our view that new 
BoJ Governor Ueda is likely to tighten policy in summer. Dutch production was weak but 
otherwise a quiet start in Europe. EUR/USD sits at 1.060 as trade gets underway. UK 
GDP was firm, up 0.3%MoM vs 0.1%MoM expected. GBP pushed a little higher in the 
wake of the release and sits at 1.1950.  

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

UK – GDP (%MoM, Jan) 0.1/-0.5 

US – Non-farm payrolls (k, Feb) 225/517 

US – Unemployment (%, Feb) 3.43.4 

US – Average hourly earnings (%YoY, Feb)  4.7/4.3 

US – Participation rate (%, Feb) 62.4/62.4 

   Source: Bloomberg 

 
Europe. UK GDP is due. The bump in January is not likely to be enough to see the UK 

avoid negative growth in Q1. Other countries look to be avoiding recession in Q1 forcing 
their central banks to do more. The UK may not avoid recession but it is not likely to be 
as deep as the BoE is currently forecasting. 
  
US. The non-farm payrolls reports is even more keenly awaited in the wake of Fed Chair 

Powell’s testimony. He may have said “the totality of the data” but most people see 
payrolls (due later today) and the CPI (due 14-Mar) as the two potential triggers for a 
50bp move at the 22 March FOMC meeting! The San Francisco Fed estimated that 
abnormal December and January weather may have been responsible for ~90k “extra” 
jobs over the last 2 months. However, even prior to the January data, the 3-month moving 
of the average of nonfarm payrolls was still just below 300k. The JOLTS data suggest 
that the labour market is solid.  

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
UK budget – mildly looser policy to leave the BoE untroubled 

Wednesday 15 March sees Chancellor Hunt deliver his first budget. The January public finance data have provided the 
Chancellor with a little more room for manoeuvre than previously expected, although the impact of Brexit is becoming 
increasingly clear in the UK’s poor macroeconomic performance, as it lags the rest of the G7. Recall that the current fiscal rule 
is to have the debt-to-GDP ratio falling on a 5-year horizon and to ensure the deficit drops below 3% of GDP, also on a 5-year 
horizon. The mood music in the press is that the Office of Budget Responsibility is not been upbeat, especially on the longer-
run growth prospects, which in turn reduces the Chancellor’s room for a giveaway. This likely suits the chancellor, as he no 
doubt wants to reserve some headroom for tax cuts ahead of the a potential election which will take place in Jan-25 at the 
latest    
  
The government is likely to freeze the energy price cap at the current £2,500 level, rather than increase it as planned to £3,000. 
The cost of this step, assuming that gas prices move in line with the current future curve, will be in the region of £3bn. If gas 
prices fall below the cap in H2, as expected, it will relieve the government of the burden of supporting consumers in future 
quarters. It is also likely that the government introduces some scheme to offset the impact of the end of the super-deduction 
for capital investment.  
 
We expect that any fiscal loosening in the budget will be modest and have limited impact on either the economic outlook or 
BoJ policy. The UK outlook seems bleaker than elsewhere and the BoE is set to hike less. Nonetheless, we still expect that 
the BoE will hike in March, stepping down to a 25bp hike, with a final hike in May.  
          

          

Fiscal policy to remain loose…                    …keeping the pressure on monetary policy                                 

  

Source: Bloomberg  
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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 

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 
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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 
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The information contained in this publication may not be current due to, among other things, changes in the financial markets or economic 
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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 
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