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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 – Ueda sticks to the BoJ script. USD/JPY little changed 

US equities recovered late in the session as UST yield dipped and the DXY index pushed 
lower. UST yields continued to edge lower through Asian trade, while currency markets 
were little changed. Japanese equites pushed higher after yesterday’s break but 
elsewhere in Asia stocks were mainly lower. In Japan all eyes were on the Diet testimony 
of BoJ nominee Kazuo Ueda. He pushed the view that the bulk of Japan’s inflation is cost 
push, easing remains necessary and that achieving stable inflation would take some time. 
(See Currency Comment section for more details). Japanese CPI for January was in 

line with expectations at the headline level, rising 4.3%YoY, up from 4.0%YoY but a little 
softer than expected at the core level. This is the peak for Japanese inflation as 
government measures will ensure a rapid decline in coming months. Service price 
inflation is running at just 1.2%YoY. MoF’s weekly flow data showed Japanese investors 
as huge buyers of overseas bonds in the week to 17 February. The ¥2693bn was the 
second largest weekly total ever. USD/JPY was a little volatile through Ueda’s testimony 
which lasted almost 3 hours. The pair sits at 134.68 as Europe opens.   

 
German Q4 GDP was revised lower from -0.2%QoQ to -0.4%QoQ, which knocked 
EUR/USD a little lower at the start of European trade. The pair sits at 1.0595. UK 

consumer confidence improved sharply, jumping from near record lows at -45 to a much 
better than expected -38, its highest level since April last year. It does look as if the bottom 
is in for UK activity. GBP showed little reaction to the data and cable sits around 
1.2015 as European trade gets underway. 

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

US – Personal income (%MoM, Jan) 1.0/0.2 

US – Personal spending (%MoM, Jan) 1.4/-0.2 

US – Core PCE deflator (%MoM, Jan) 0.4/0.3 

US – New home sales (%MoM, Jan)  0.7/2.3 

US – U Mich Consumer confidence, final (DI, Feb)  66.4/66.4 (p) 

   Source: Bloomberg 

 
Europe. It’s a quiet end to the week in Europe with no major data and limited central bank 

speak. Only the BoE’s Tenreyro speaks. She is a panellist in a session entitled “Back to 
2% inflation”. We expect that she will warn of the dangers of overtightening. 
  
US. There is a heavy slate of data in the US with hew home sales and final U Mich 

consumer confidence as well as the PCE report. The consensus forecast for the core 
PCE deflator is 0.4%MoM. Core services ex housing PCE will be closely watched and 
should expand in line with core PCE. The CPI and PPI reports usually attract more 
attention. Real personal consumption and the savings rate will be a focus. The Fed’s 
Jefferson, Mester, Collins and Waller all participate in the University of Chicago’s 
conference on monetary policy in New York.  

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
Ueda sticks to the current BoJ script 

Kazuo Ueda’s the nominee for the post of BoJ Governor had his confirmation hearing in the Lower House of the Diet earlier 
today. He will repeat the exercise in the Upper House of the Diet early next week. The Deputy Governors Ryozo Himino and 
Shinichi Uchida also testified. The LDP has majorities in both Houses and as such the nominations are highly likely to be 
approved.   
 
His tone was quite dovish. He noted “If I’m appointed BOJ governor, my mission isn’t to come up with some kind of magical, 
special monetary policy….As I’ve mentioned before, if you look at the trend in prices, there are improvements we’re seeing, 
but the situation remains that it’ll still take some time until we’ve securely achieved 2% inflation”. He continued to note that the 
bulk of Japanese inflation was commodity driven and domestically driven inflation was much softer, which in turn implies that 
policy needs to be kept loose. He noted “I believe it is appropriate to continue monetary easing measures while being creative 
in line with the situation”. Today’s CPI data backed up the contention that much of the pressures are mainly external, even as 
headline rates jumped to 40-year highs. Services inflation is just 1.2%YoY, while core CPI as defined in most Western countries 
(all items excluding food, except alcohol) and energy CPI is just 1.9%YoY, well below core prices in the US or across Europe.  
 
It is likely that he will place a lot of emphasis on wage developments in assessing how durable the current pick up in prices is. 
With the final results of the Shunto spring wage round not likely to be available until May, it implies that action at the April BoJ 
meeting is less likely. A move at the March BoJ meeting (Kuroda’s final meeting in charge) is possible but is a low probability 
event in our opinion.  
 
Our expectations for policy in Japan are unchanged, although at the margin this risks to our view seem to be less and later in 
the wake of today’s testimony. We continue to expect that the BoJ will edge towards the exit this year with the policy rate 
edging up from -0.1% to 0.0% (from NIRP to ZIRP) and some tweaks to YCC.        
 

          

BoJ bond buying has jumnped after December YCC tweak, while CPI is at 40yr highs 

  

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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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. 
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