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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 – MoF data reveals huge flows in week to 17 March 

Asian equities were mainly lower, while UST yields were little changed through Asian 
trade. Japan’s headline CPI for February dropped as expected from 4.3%YoY to 
3.3%YoY entirely due to government subsidies. Ex fresh food and energy CPI pushed up 
from 3.2%YoY to 3.5%YoY. The acceleration in core prices hints a price pressures being 
a little former than expected. The flash PMI data edged higher, with the composite index 
up at 51.9 in March, up from 51.1 in February. MoF’s weekly flows data showed massive 
buying of overseas bonds in the week to 17 March. Generally, March is a quiet period 
ahead of fiscal year end but we believe that Japanese banking accounts have pounced 
in the wake of the emergence of stress in overseas banking sectors. In the week to 17 
March Japanese investors were net buyer to the tune of ¥3335bn. At the same time 
overseas investors were huge buyers of Japanese bonds, to the tune of ¥4095bn – a 
record amount. Overseas investors were also heavy sellers of Japanese stocks. 
USD/JPY pushed down towards 130.0 but closed the session around 130.40.  

 
It was a quiet start to trade for EUR ahead of the PMI data. EUR/USD sits at 1.0830 as 
Europe opens. UK consumer confidence nudged higher as expected in March, while 
February retail sales in the UK were a lot firmer than expected. Neither report seemed 
to impact sterling. GBP/USD sits around 1.2275 as European trade gets underway.       

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – Composite PMI, flash (DI, Mar) 52.0/52.0 

UK – Consumer confidence (DI, Mar) -36/-38 

UK – Retail sales (%MoM, Feb) 0.2/0.5 

UK – Composite PMI, flash (DI, Mar) 52.7/53.1 

US – Composite PMI, flash (DI, Mar) 49.5/50.1 

US – Durable goods orders (%MoM, Feb) 0.5/-4.5 

   Source: Bloomberg 

 
Europe. The PMI reports provide one of the earliest updates on the outlook with key 

metrics on both the supply and demand side of the ledger. Supply chain strains look to 
be easing quite sharply, which should make the job of central banks easier, allowing them 
to focus on the demand side of the economy. In both the eurozone and the UK, the PMI 
reports have ticked higher in recent months, even as interest rates have continued to rise. 
Plunging energy prices are easing pressures across the continent. We suspect that the 
risks to the consensus calls are on the downside in the wake of recent financial stress.      
  
US. Core capital goods shipments are the key focus of the durable goods report. The 

headline orders have been dominated by swings in aircraft in the last few months. With 
interest rates rising and the economy slowing, orders are likely to push lower in coming 
months.  

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
BoE sticks to the central bank script 

In the past 8 days 4 of the G10 central banks have met and all the meetings have followed a similar pattern. All 4 banks (ECB. 
FOMC, SNB, BoE) have hiked the policy rate, despite the stress in the financial system. All 4 banks have stressed the health 
of the financial system – although one might say that they would say that. Central banks are not likely to suggest a crisis is on 
the way. However, we might also infer that if a crisis was genuinely coming, the banks would not have hiked rates – which 
presumably would have made things worse.    
 
Alongside the assurances that the financial system is sound, the banks all put the inflation mandate above the financial stability 
mandate. The ECB and the BoE have not yet had to put balance sheet on the line, while the SNB and the Fed have. This 
reflects that the banking systems in the US and Switzerland are the most troubled, albeit in very different ways. Nonetheless, 
the aggressive regulatory response in both jurisdictions means that the central bank has been able to move ahead with tighter 
policy to counter inflationary pressures. There has been a clear attempt to separate the financial stability and price stability 
mandates.    
 
Once the central bank’s balance sheet becomes involved, the two mandates become more blurred in our view. We suspect 
that the Fed keeping one foot on the brake (rate hikes) and the other on the gas (expansion of the balance sheet) is a factor 
in the greenback’s underperformance in the last couple of weeks, although CHF has not been harmed by the SNB putting its 
balance sheet behind the takeover. Here we see the difference as the level of rates before the crisis struck. UST yields had 
plenty of room to decline but Switzerland has always been and remains a low-yielder. Swiss inflation is low by international 
standards and the expectation of rate hikes remains modest in relative terms. In contrast, the US policy rate is at a 16-year 
high and there is plenty of scope for policy expectations to decline, weighing on the US dollar. In the short run we think that 
the market pricing of US rate cuts looks overdone and we see some scope for a rebound that would provide some temporary 
relief for the US dollar but over the longer term we continue to see the Us dollar as having peaked and declining over the 
balance of the year.   
 

          

Fed’s balance sheet is expanding again…          …JPY and CHF have outperformed              

  

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 

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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