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

EUR CPI bounce to ease rate cut pressure, support EUR 

USD Still healthy labour market data not likely to lift USD 

JPY PM Kishida’s woes no barrier to further JPY gains  

GBP Mixed data to leave GBP little changed   

 
Overnight comment – BoJ concerns keep JPY on the back foot 

The FOMC minutes seemed somewhat less dovish than the meeting with some officials noting that rates 
may stay high for longer than expected and that rates should remain restrictive for some time. The initial 
market reaction to the minutes was muted. Remaining restrictive does not necessarily rule out cuts but it 
does rule out rapid/deep cuts unless the economy really tanks, which seems unlikely. There was little in 
the minutes to support the view that the first cut will come by the March FOMC. US equites, which were 
already under pressure dipped a little further after the minutes, ending the session close to the lows for the 
day. Sentiment in the Asian session remained downbeat despite a solid Caixin services PMI in China, with 
most equity markets lower and UST yields towards the low end of yesterday’s range. The DXY index edged 
off yesterday’s high.        
 
Japan’s markets re-opened today. Equites initially “caught down” with developments elsewhere but by the 
end of the session yen weakness and limited moves in JGB yields helped the Topix grind out a 0.5% gain. 
JGB yields initially pushed higher but a sense that the earthquake earlier in the week will prevent the BoJ 
tightening policy in January prevented larger moves. Yields ended the session little changed, although the 
long end lagged ahead of 10yr and 30yr supply next week. BoJ Governor Ueda said the BoJ was fully 
prepared to support the financial system and would co-operate with banks and the government to support 
those affected. USD/JPY pushed up as high as 143.88.      
 
Today’s focus in the eurozone is on inflation in German and France. The NRW state CPI rose from 
3.0%YoY to 3.5%YoY. The 0.5pp gain in the YoY rate is in line with expectations for the national CPI. Note 
that German HICP, which additionally includes prices for owner-occupied housing amongst other things, is 
seen rising much more sharply. The NRW state data implies that the consensus forecasts for the national 
CPI and HICP prints seem reasonable. Government bond supply in the eurozone includes multiple French 
and Spanish lines. EUR/USD drifted higher through Asian trade to sit around 1.0935 as Europe opens. 
It has been a quiet start in the UK. Gilts are underperforming both EGBs and USTs so far this year, which 
is helping GBP limit its drop against the US dollar. GBP/USD also pushed a little higher through Asian 
trade to sit around 1.2690.    

                 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

UK – BoE DMP 3m output price expectations  --/4.4 

UK – M4 ex OIFCs (3m% saar, nov) --/-3.3 

US – Weekly jobless claims (k) 216/218 

US – ADP employment (k, Dec) 121/103 

   Source: Bloomberg 

 
Europe. National German and French CPI prints are the main focus today. The November drop in the 
eurozone CPI is expected to be largely reversed in December as base effects, especially in Germany where 
a large energy subsidy rolls off, will leave the negative contribution from energy a lot smaller than in 
November. The surge in the German CPI (Consensus is for a jump from 2.3%YoY to 3.9%YoY) will be the 
primary driver of the rise in Friday’s eurozone print. Saarland CPI, released Tuesday, rose from 3.7%YoY 
to 4.1%YoY implies downside risks but its small compared to other states. The French CPI is also expected 
to rise but much less so. In the UK, the focus will be on the BoE’s Decision Maker Panel survey. In 
November, respondents saw prices rising 4.4% in the coming year, still well above pre-Covid levels. UK 
money and credit data are also due.  
 
US. Labour markets remain in focus with weekly jobless claims and the ADP report for December. We see 
claims as the more important release. It Is one of the indicators that suggests the labour market remains 
pretty healthy. Lay-off remain low by historical standards. Continuing claims look a little less upbeat. Late 
in the US session, the size of next week’s 3yr, 10yr and 30yr auctions will be announced.            

Market summary 
(Source: Bloomberg)  
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