
 
 
 
 
Mizuho Global Weekly Mizuho Bank, Ltd.  1 / 3 
 

 

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

EUR PMI to hint at easing recession fears, growing CPI risks at back end of ECB forecast horizon   

USD Hawkish Fed and a firm PCE to keep USD supported 

JPY New BoJ Governor testimony, CPI. Mild upside for JPY    

GBP NI deal not likely to provide much upside for GBP          

 

Overnight comment – DXY index gives back post-FOMC minutes gain 

The FOMC minutes suggested a few members favoured a 50bp hike but we expect 
that following the very strong data in the wake of the meeting one or two more may 
favour 50bp moves. Nonetheless, we still believe it would take a lot more strong data 
for the Fed to up the pace of tightening now that it has slowed to 25bp increments. 
On the other hand the bar for keeping policy high for longer is a lot lower. There were 
a couple of hawkish passages (such as “Participants judged that as long as the labor 
market remained very tight, wage growth in excess of 2 percent inflation and trend 
productivity growth would likely continue to put upward pressure on some prices in 
this component”) in the text but the overall tone was neutral and contained few 
surprises. US equities ended the session a little lower, while the greenback jumped. 
In a quiet Asian session with Japan on holiday, the dynamic reversed with the DXY 
index giving back a lot of Wednesday’s gains and US equity futures rising. USD/JPY 
trades around 134.90 as Europe opens. It was a quiet start to trade in Europe. 
EUR/USD bounced off 6-week lows in early Asian trade to sit around 1.0610, 
while GBP/USD’s gains were more modest. The pair sits around 1.2060 as 
European trade gets underway.  
              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – CPI, 2nd est (%YoY, Jan) 8.6/8.5 (p) 

UK – CBI distributive trades survey (DI, Feb) --/-22 

US – GDP, 2nd est (%saar, Q4) 2.9/2.9 (p) 

US – Jobless claims (k)  200/194 

   Source: Bloomberg 

 
Europe. The second estimate of eurozone CPI is due. A small upward revision is 
expected to the YoY rate. In the UK the CBI distributive trades survey is due. While 
we see the flash PMI as indicating a less down beat outlook for the UK, we would be 
surprised is the magnitude of the gain is reflected in other reports.   The BoE’s 
Catherine Mann speaks on “Expectations, lags and the transmission of monetary 
policy” – which is highly topical given most G10 central banks view themselves as 
being in restrictive territory and to some extent need to wait for the impact of prior 
tightening to show.   
  
US. Jobless claims remain in the spotlight as one of the most timely indicators of the 
labour market. Claims remain low and continue to suggest strength. Today, Atlanta 
Fed President Bostic, (hawk, non-voter) and San Francisco Fed President Daly, 
(Dove, non-voter) are scheduled to speak. The second estimate of GDP is due. It 
should contain an estimate of corporate profits for Q4. To date these have remained 
elevated as companies have taken advantage of high incomes through the 
pandemic.   

Market Summary 
(Source: Bloomberg)  

 
 

 

 

 

   

-1.5% -1.0% -0.5% 0.0% 0.5%

NOK

SEK

CHF

NZD

AUD

CAD

EUR

GBP

JPY

G10 currencies Vs USD (%)

Daily change

Weekly change

3.5

5.5

7.5

9.5

11.5

13.5

15.5

Jun-22 Aug-22 Oct-22 Dec-22 Feb-23

EUR/USD vol

1w ATM EUR/USD option vol

3m ATM EUR/USD option vol

5.0

7.0

9.0

11.0

13.0

15.0

17.0

19.0

21.0

23.0

25.0

Jun-22 Aug-22 Oct-22 Dec-22 Feb-23

USD/JPY vol

1w ATM USD/JPY option vol

3m ATM USD/JPY option vol

0.0

5.0

10.0

15.0

20.0

25.0

30.0

Jun-22 Aug-22 Oct-22 Dec-22 Feb-23

GBP/USD vol

1w ATM GBP/USD option vol

3m ATM GBP/USD option vol

Mizuho Daily Currency Watch 
23 February, 2023  
 
Colin Asher  
Senior Economist 
colin.asher@mhcb.co.uk | +44 20 7012 5262/+44 7387 139164 

 
 

 

mailto:colin.asher@mhcb.co.uk


 
Mizuho Bank, Ltd. | Mizuho Daily Currency Watch 
 
 
 

 
 
 
 
 
Mizuho Daily Currency Watch Mizuho Bank, Ltd.   2 / 3 
 

Currency comment(s) 
 
Flash PMI data in UK point to better times ahead  
The flash composite output PMI for the UK jumped from 48.5 in January to 53.0 in February, exceeding expectations 
by some margin. The report noted “Both the manufacturing and service sectors achieved a return to growth, with the 
latter posting the faster rate of expansion. Survey respondents cited rising customer demand and improving business 
confidence in February, due to lower economic uncertainty, fewer supply shortages and falling inflation”. Oddly it doesn’t 
mention falling energy prices but we attribute the rising customer demand and improving business confidence as in 
large part driven by plunging energy prices. As was the case with the eurozone PMI, there was a post-pandemic feel to 
the report as respondents noted easing supply chain strains.   
 
On the price front the report noted “February data pointed to the slowest overall increase in average cost burdens since 
April 2021. That said, prices charged inflation eased only fractionally, especially in the service economy. Many firms 
commented on the need to pass on higher wages, food costs and energy bills”. It went on to note “The rate of job 
creation was the sharpest since October 2022, largely driven by additional staff hiring in the service sector. Survey 
respondents continued to report difficulties finding candidates to fill vacancies, despite higher starting salaries”. The 
labour market clearly remains firm and the weak activity levels of recent months looks to have limited impact. We 
continue to think that the BoE sees the labour market as the main risk.   
  
We are not yet convinced that the UK will escape recession in 2023. It still seems more likely than not but 1) that 
likelihood is shifting towards 50/50 and 2) the depth of any recession looks likely to be mild – certainly a lot milder than 
forecast by the Bank of England. The PMI implies sharply reduced downside risks and we suspect that these risks will 
ease a little further in wake of the mid-March budget, as Chancellor Hunt uses some of funds at his disposal to keep 
the energy price guarantee at the same level rather than increasingly in as currently scheduled. We still expect that the 
BoE will hike 25bp in March and 25bp in May. Ahead of the PMI data we saw the risks to the forecast as being that the 
BoE would hike less but now the risks look more balanced. By the time the late June BoE meeting happens, we expect 
the CPI to be on a clear downward trend and the BoE to leave the policy rate on hold at 4.5%, where we expect it to 
remain through H2.     
 

          

Recession risks looking a lot lower in the wake of the PMI data 

  

Source: Bloomberg 
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FX forecasts (as of 30 Jan) Current Q1 23 Q2 23 Q3 23 Q4 23

USD/JPY 130 128 123 120 120

EUR/USD 1.09 1.10 1.12 1.14 1.14

GBP/USD 1.24 1.25 1.29 1.31 1.33

EUR/GBP 0.88 0.88 0.87 0.87 0.86

EUR/JPY 142 141 138 137 137

GBP/JPY 161 160 159 157 160
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