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Currency Main focus of the week (S-T view)
EUR Data concerns to keep EUR on the back foot
uUsD 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 — No rush

The market rushed to price in rate cuts in the final months of 2023 yet few central bankers see the
urgency to ease policy and there are no signs of a sudden slump in global activity that would drive
them to early easing. Yesterday, the Fed’s Waller said he was more confident that inflation was
coming down but there was no need for policy to be “rushed”. He also suggested careful and
methodical rate cuts when the time came, implying the 50bp increments look unlikely. Markets
continue to see a 25bp cut at the March FOMC as more likely than not (~65% chance). Overnight,
the US dollar continued to build on yesterday’s gains, while UST yields were little changed. The main
focus overnight was the soft China data. GDP in Q4 was a fraction softer than forecast, although the
monthly data for December on the consumer side were soft. Retail sales, unemployment and
property sales were weaker than expected and house prices continued to decline. The production
data were less downbeat. In Japan the Reuters Tankan showed large business more cautious with
the sentiment index down 6 points. However, the non-manufacturing index pushed another 3 points
higher suggesting domestic demand remains in good shape. JGB yields pushed higher, while the
yen remained under pressure, with USD/JPY pushing up to 147.90.

The ECB continue to present a broadly united front with regard to early interest rate cuts, although
the odd dove such as Centano seems happy to countenance early cuts. Villeroy noted he was a bit
more patient than markets and Nagel reiterated that the discussion on cuts had come too soon.
Valimaki said it was best to wait a little longer. The ECB does not seem to be in a hurry to cut. This
morning President Lagarde noted that “Too optimistic markets” did not help the ECB fight inflation
and that having to revert to hiking if cutting too early would hurt central bank credibility. EUR/USD
sits around 1.0870 as Europe opens. UK CPI came in on the firm side and halted GBP overnight
slide. After broadly benign CPI data in November, the December data have been less welcome and
support central bankers view that the last mile in the inflation fight may indeed be tough. GBP/USD
jumped to 1.2645 after the data.

Today’s Major Events and Data Releases

Events over coming 24 hours Survey/Prev
GB — CPI (%YoY, Dec) 3.8/3.9
EZ — CPI, final (%YoY, Dec) 2.9/2.9 (p)
US — Retail sales (%MoM, Dec) 0.4/0.3
US — Industrial production (%6MoM, Dec) -0.1/0.2
US — NAHB housing index (DI, Jan) 39/37
US - Fed’s Beige Book --

Source: Bloomberg

Europe. The final eurozone CPI, which contains much more detail, is due today. In addition, there
is a heavy slate of ECB speakers. We suspect they will echo the “No rush” message on rate cuts
colleagues have discussed in recent sessions. In the UK, the initial release of the December CPI is
on tap. Mild declines are expected at the core and headline levels.

US. A data heavy day starts with retail sales. Mild weather may have lifted activity. Leading inputs
appear mixed. Industrial production should remain soft, as warm weather hits utility output. Housing
sentiment should improve modestly against the backdrop of falling mortgage rates. 30yr mortgages
peaked a little over 8% in late October and are now ~6.90%. The Beige book is due and Williams
speaks. The Beige Book will feed into the 31 January FOMC meeting.

Market summary
(Source: Bloomberg)

G10 currencies Vs USD (%)
JPY

GBP
Daily change

EUR
= Weekly change

CAD
AUD

NzD

CHF
SEK

NOK

-2.5% -2.0% -1.5% -1.0% -0.5% 0.0%

135 EUR/USD vol
125 1w ATM EUR/USD option vol
1.5 —3m ATM EUR/USD option vol

105
95
85
75
65 WWV\\\A/\/\,
55

4.5

35

May-23 Jul-23 Sep-23 Nov-23 Jan-24

200 USD/JPY vol

1w ATM USD/JPY option vol
—3m ATM USD/JPY option vol

100 W

5.0
May-23

15.0 GBP/USD vol

Jul-23 Sep-23 Nov-23 Jan-24

1w ATM GBP/USD option vol
—3m ATM GBP/USD option vol

10.0

W%

Jul-23

5.0

May-23 Sep-23 Nov-23 Jan-24

Mizuho Global Weekly Mizuho Bank, Ltd.



mailto:colin.asher@mhcb.co.uk

Mizuho Bank, Ltd. | Mizuho Daily Currency Watch

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.

United Kingdom / European Economic Area: In the UK, Mizuho is authorised by the Prudential Regulation Authority and subject to regulation
by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of MHBK's regulation by
the Prudential Regulation Authority are available upon request. This publication may also be distributed by Mizuho International plc (“MHI"). MHI
is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

Singapore: Mizuho is licensed as a bank under the Banking Act (Chapter 19) of Singapore, and is regulated by the Monetary Authority of
Singapore.

Japan: Mizuho is authorised and regulated by the Financial Services Agency of Japan.

United States: This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC") Regulations 1.71 and
23.605. The content of publications distributed by Mizuho Securities USA Inc. (“MSUSA”") is the responsibility of MSUSA. The content of
publications distributed directly to US customers by Mizuho is the responsibility of Mizuho. US investors must effect any order for a security that
is the subject of this report through MSUSA.

Brazil: Banco Mizuho do Brazil S.A. is authorized to operate and regulated by the Brazilian Central Bank.

This publication is available free of charge to clients. However, if you no longer wish to receive it then please specifically request to unsubscribe
from the distribution list.

© 2018 Mizuho Bank Ltd

Mizuho Daily Currency Watch Mizuho Bank, Ltd. 212



