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

EUR Data concerns to keep EUR on the back foot 

USD Solid data to keep Fed hike later rather than sooner. USD supported 

JPY BoJ concerns to keep JPY on the back foot  

GBP Solid data to keep GBP momentum in place   

 
Overnight comment – DXY index pushes up towards 1-month high 

UST yields pushed higher when trade opened in Asia after the US holiday on Monday. Most Asian 
equity markets were on the back foot including Japan, where the major indices 8-day winning streak 
came to an end. The DXY index firmed towards a 1-month high. Brent crude prices were little 
changed in Asian trade.      
 
Japan’s PPI unexpectedly rose 0.3%MoM, leaving the YoY rate flat, near a 3-year low. One of 
Japan’s major lifers indicated that it was in no rush to add to its holdings of longer-dated JGB and 
was happy to wait for higher yields. It noted that it expected an end to NIRP in April and that it was 
well on the way to complying with upcoming regulatory changes. The firm PPI data and rising UST 
yields saw soft demand at today’s 5yr auction. USD/JPY edged a little higher in early trade and 
sits around 146.20 as Europe opens.            
 
Yesterday, ECB officials pushed back against the idea of early rate cuts. Nagel noted that inflation 
was still too high and that it was too early to talk about cuts, while Lane said “The history of high 
inflation episodes tells us that if central banks try to normalize too quickly, before the problem is 
really conquered, then we get another inflation wave, and then another wave of interest rate hikes. 
That would be a far worse scenario.” Both Lane and Nagel seemed more open to starting cuts in the 
summer. Well-known hawk, Holzmann said there may not be any rate cuts this year. EUR/USD 
pushed lower in Asian trade to sit around 1.0910. UK labour market data showed on-going 
softness. Headline wages were weaker than expected, vacancies continued to decline, payrolled 
employees fell in December but were revised into positive territory for November. GBP/USD pushed 
even lower after the data building on the declines in the Asian session to sit around 1.2665. 

                 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

GB – Payrolled employees (k, Dec) -13/-13 

GB – Average hourly earnings (3m%YoY, Nov) 6.8/7.2 

GE – ZEW survey, outlook (DI, Jan) 11.7/12.8 

EZ – ECB price expectations (1-year) --/4.0 

US – Empire m’fact index (DI, Jan) -5.0/-14.5 

   Source: Bloomberg 

 
Europe. The ECB’s Villeroy speaks at Davos. Yesterday’s Bloomberg survey showed economists 
more optimistic on the path of disinflation in 2024. Today, the ECB will release its own survey of 
consumers inflation expectations at 1 year and 3 year horizons. In the UK, the ONS has delayed the 
resumption of the full LFS survey as it continues to work to bolster the reliability of the data. It will 
now be released in February. The truncated release will continue to be used for today’s release. The 
new, improved Transformed Labour Force Survey (TLFS) data is expected in spring. BoE Governor 
Bailey will testify to the House of Lords on the topic of forecast differences between the BoE and the 
OBR amongst other things.   
 
US. The data calendar cranks up slowly this week with just the Empire State manufacturing index. 
Earnings will be a focus as will policy. Congress begins work on passing bills to extend funding of 
the government, essentially kicking the can from 19 January (2 Feb) to 1 March (8 Mar). On the 
monetary side, the Fed’s Waller speaks on the economic outlook and monetary policy. Recent 
comments from Waller have shifted the debate on the speed of cuts. His comments will be watched 
to see how his journey from leading hawk to centrist is progressing.                    

Market summary 
(Source: Bloomberg)  
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