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

EUR ECB to push back on rate cuts, soft data expected…EUR  

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

JPY BoJ on hold. No hint on hikes. JPY to drift lower 

GBP PMI data looking good...GBP doing well 

 
Overnight comment – JPY gains in wake of BoJ press conference  

US equities advanced modestly to make fresh highs yesterday and in Asia Chinese equites bounced 
on the back of expectations of fresh support measures. The press report that the government has 
also widened the selling ban to include major insurers. US equity futures are marginally higher, while 
UST yields were little changed in the Asian session. The DXY index is under pressure, with the yen 
leading the gains.      
 
Today’s BoJ meeting saw policy left unchanged as expected and markets left unmoved. The yen 
only strengthened during Governor Ueda’s press conference. For all the fuss about lower CPI 
forecasts, the core core CPI reference forecasts were unchanged and sit at 1.9% for FY25, just shy 
of the 2% target. FY23 GDP was revised lower but FY24 GDP was revised up be a similar amount. 
In our view the forecasts are little changed. In the press conference Udea noted that the economy 
was evolving in line with expectations. He also said he was confident of achieving the price target 
and that it was more likely that the price target would be achieved. In general we see his comments 
as fairly non-committal (Hard to say how close to exit, uncertain how much, how widespread wage 
hikes to be, will decide meeting by meeting) but the one comment that may have encouraged yen 
bulls was that he noted a certain amount of information would be available before the March meeting, 
which implies that the meeting could be live. He also said that a positive output gap was not a 
requirement for tighter policy. The Topix dipped in early afternoon trade and ended down a fraction, 
while JGB yields pushed higher during the press conference, especially at the front end. USD/JPY 
trades around 147.45 as Europe opens.        
 
It was a quiet start to the session in the eurozone. EUR/USD drifted steadily higher through the Asian 
session on the back of solid risk appetite, which undermined safe haven demand for the US dollar. 
EUR/USD sits around 1.0910 as Europe opens. UK public finance data were mixed but at the 
margin imply more scope for tax cuts in the budget. Borrowing in the fiscal year to date is ~£5bn 
lower than forecast by the OBR in its latest forecasts. We assume Chancellor Hunt will spend all the 
spare headroom that he has in the March budget. GBP/USD pushed steadily higher through 
Asian trade and sits around 1.2740 as European trade gets underway.     

                 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – Consumer confidence (DI, Jan) -14.3/-15.0 

   Source: Bloomberg 

 
Europe. The highlight of the eurozone session will be the ECB’s quarterly bank lending survey. The 
survey continues to point to weak lending activity amid tight credit standards albeit somewhat less 
weak than in previous quarters. On going improvement will support the ECB’s push back against 
current market pricing. Conversely, any deterioration will serve to convince markets that cuts are just 
around the corner. We suspect the survey will show modest improvement although there is not likely 
to be much momentum and neither do we see gains across the board.       
 
US. The focus is on politics today, with the New Hampshire primaries possibly confirming Trump as 
the Republican nominee. On the data front, activity is second tier, with the Philly Fed non-
manufacturing activity and Richmond Fed manufacturing indices due. Investors will be watching the 
prices components of the releases. After a quiet start to the week on the earnings front, activity will 
start to gather pace today.                        

Market summary 
(Source: Bloomberg)  
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