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

EUR Data vacuum post-ECB meeting could leave EUR lacking short-term support   

USD FOMC decision to drive greenback. 25bp hike to keep USD firm 

JPY Risk aversion likely to keep JPY firm    

GBP 25bp hike from the BoE to limit GBP downside   

 
Overnight comment – DXY remains soft after Yellen comments     

In the wake of the FOMC statement (see Currency Comment for more details) the US 
dollar declined alongside UST yields. Equities initially rallied but comments from Treasury 

Secretary Yellen noting that the Treasury was not considering blanket deposit insurance 
hit equities and financials led US equities lower. In the Asian session, UST yields were 
little changed. Asian stocks were mixed and the DXY index continued to decline.    
 
Late yesterday Japan’s Ministry of Land, Infrastructure and Transport released its land 
price data. Its showed a nationwide rise of 1.6%YoY in 2022, up from 0.6%YoY in 2021. 
Whilst modest by international standards, the rate of increase was the fastest since 2008 
and with Covid now in the rear view mirror and tourism rebounding, prices could rise at a 
decent clip in 2023 as well. With wages firm, the backdrop for a mild tightening of policy 
looks to be slipping into place. The Reuters Tankan showed the recovery in non-
manufacturing remains solid, while manufacturers continue to struggle. USD/JPY 
pushed as low as 130.42, its lowest since 10 February.  

 
In the wake of the FOMC meeting EUR/USD continued to push higher through Asian 
time with the pair sitting around 1.0925. The ECB’s stance looks to be more aggressive 

than the Fed in the face of the on-going credit squeeze. GBP/USD continued to push 
higher too ahead of today’s BoE meeting. The pair sits around 1.2330 as European 
trade gets underway.      

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – Consumer confidence (DI, Mar) -18.2/-19.0 

UK – BoE meeting (%) 4.25/4.00 

US – Weekly jobless claims (k) 198/192 

US – New home sales (%MoM, Feb) -3.0/7.2 

   Source: Bloomberg 

 
Europe. The BoE meeting is the main focus today. To date the UK banking sector seems 

to be relatively untroubled by stress in financial sectors elsewhere, allowing the BoE to 
hike 25bp, especially in the wake of yesterday’s unpleasant inflation surprise. The SNB 
also meets today, announcing policy at 08.30 UK GMT. Despite the major developments  
in the Swiss banking system in recent weeks, the central bank is still expected to hike 
50bp. Recall that the SNB only meets quarterly and thus large moves are less of a 
surprise. There is also a solid roster of ECB speakers today, including Lane, Holzmann, 
Muller, Centeno and Stournaras.     
  
US. The data docket is light with just jobless claims and new home sales scheduled. 

There are no Fed speakers scheduled but we would not be surprised to see some Fed 
commentary emerge.         

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
Fed delivers a dovish 25bp hike 

The FOMC delivered a 25bp hike as expected, taking the range for the policy rate to 4.75~5.00%. The median dot in the Dot 
Plot for 2023 left at 5.1%, which implies one more hike and then the Fed leaving the policy rate unchanged into year end. The 
bias was to the upside with 7 estimates above the median and just 1 below. The long-run policy rate was unchanged but the 
ranges around the median skewed higher. The dispersion of the Dots in 2024 and 2025 was wide suggesting limited confidence 
in the median outcome.    
 
The median estimate of GDP for 2023 was revised lower from 0.5% to 0.4%, with the 2024 median estimate revised down 
from 1.6% to 1.2%. Despite the projection of weaker GDP growth, the median unemployment estimate was revised down from 
4.6% to 4.5% for 2023. The estimate for 2024 was unchanged. The median core PCE estimate was also revised higher for 
2023 to 3.6%, up from 3.5%. The 2024 revision was from 2.5% to 2.6%. Powell suggested that activity forecasts would have 
been higher but for the impact of the recent financial stress, which he said would tighten credit conditions and lower activity.   
 
Chair Powell kicked off the statement focusing on the banking system stating “In the past two weeks, serious difficulties at a 
small number of banks have emerged. History has shown that isolated banking problems, if left unaddressed, can undermine 
confidence in healthy banks and threaten the ability of the banking system as a whole to play its vital role in supporting the 
savings and credit needs of households and businesses. That is why, in response to these events, the Federal Reserve, 
working with the Treasury Department and the FDIC, took decisive actions to protect the U.S. economy and to strengthen 
public confidence in our banking system. These actions demonstrate that all depositors' savings and the banking system are 
safe. With the support of the Treasury, the Federal Reserve Board created the Bank Term Funding Program to ensure that 
banks that hold safe and liquid assets can, if needed, borrow reserves against those assets at par. This program, along with 
our long-standing discount window, is effectively meeting the unusual funding needs that some banks have faced and makes 
clear that ample liquidity in the system is available. Our banking system is sound and resilient, with strong capital and liquidity.” 

 
The statement’s tone was balanced. The hawkish touches (“the U.S. banking system is sound and resilient” and replacement 
of “ongoing increases” with “some additional policy firming may be appropriate”) were countered by the acknowledgement of 
the effects recent developments may have on the economy. In the press conference Powell underscored that the base case 
is no rate cuts this year but UST yields declined regardless. Late in the press conference, slightly after Powell suggested that 
cuts were not the base case this year, Treasury Secretary Yellen said that blanket deposit was not being considered. Equity 
markets sold off heavily late in the session led by banks.    

          

Market pricing in cuts despite Powell…             …and the solid labour market              

  

Source: Bloomberg  
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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 

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. 
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