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

EUR High core inflation, low unemployment to keep the hawks in control   

USD USD surge looking a little stretched 

JPY Solid data to support JPY    

GBP NI deal not likely to provide much upside for GBP  

 
Overnight comment – UST yields reverse early dip, DXY nudges higher 

Asian equities initially shrugged off the declines in the US in the wake of the elevated 
PCE inflation data but the tone reversed as UST yields pushed a little higher, Asian 
equities declined and the US dollar firmed modestly.   

 
In Japan BoJ nominee Ueda spoke in the Upper House. The tone was similar. He noted 
there was no need to change the joint statement on the timing of the 2.0% goal. He noted 
that the BoJ hiked prematurely, without confirming stable prices, in the 2000s and that 
the YCC move in Dec-22 was not a step towards the exit from the current ultra-loose 
policy settings. USD/JPY edged lower and sits little changed around 136.25 as 
European trade gets underway.  

 
It was a quiet start to the week for the euro. EUR/USD initially nudged lower in Asian 
trade and trades around 1.0550 as the European session gets underway. The press 

report that UK PM Sunak’s deal with the EU on the Northern Ireland trading arrangement 
is nearly done with an announcement expected later today. The details do not seem to 
have been widely circulated and there are some question marks about how well received 
it will be by both the DUP and the Brexit hardliners in the Conservative Party. GBP/USD 
initially edged lower but pushed higher in early European time and sits around 
1.1950, as European opens.    

              

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – M3 (%YoY, Jan) 4.0/4.1 

EZ – Commission Economic confidence (DI, Feb) 101.0/99.9 

US – Durable goods orders (%MoM, Jan) -3.9/5.6 

US – Core durable goods shipments (%MoM, Jan) --/-0.6 

   Source: Bloomberg 

 
Europe. Eurozone money and credit data for January will show a further slowing in the 

YoY rate of growth. The money supply data hint at downside risks for activity, even as 
the normal macro data seem to be indicating better time ahead. The ECB’s Lane and De 
Cos speak. Lane is talking about macro stability, while de Cos speaks at an EIB event. 
The BoE’s Broadbent gives the opening remarks at a conference on “New Digital 
Technologies and the Future Financial Landscape".  
  
US. Durable goods orders are set to decline sharply in reaction to last month’s 5.6%MoM 

surge. Most of the surge was in aircraft so the core numbers will be both more stable and 
more representative of the trend. Core goods shipments will also be a focus as they track 
GDP-based capex well. The Fed’s Jefferson discusses inflation and the Fed’s dual 
mandate. On Friday Jefferson noted “The ongoing imbalance between the supply and 
demand for labor, combined with the large share of labor costs in the services sector, 
suggests that high inflation may come down only slowly”.  

Market Summary 
(Source: Bloomberg)  
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Currency comment(s) 
 
Tighter for longer 

On Friday we published our latest forecast update. 
  
Gas prices continued to decline through February, while any slowdown associated with rising Covid cases in China looks 
limited. China’s re-opening is proceeding at pace. In the near term, recession risks are further diminished. Indeed, it is rapidly 
becoming the case that central bank policy is the main threat to growth, suggesting that any recession will come later rather 
than sooner. This also implies that policy will need to be tighter for longer. Central banks looking at the strength of the labour 
market see cycle lows for unemployment and leading labour market indicators softening only slowly. The strength of recent 
data hints at a possible risk of re-acceleration for inflation, especially at the core level, which we expect to remain the primary 
focus for central banks in 2023 and into 2024. The plunge in energy costs ensures that the drop in headline CPI will be ongoing 
at least early in the year, but by Q4-23 energy prices may be higher again.         
 
The firmer growth backdrop combined with reduced downside risks for inflation at the back end of the forecast horizon is 
keeping central banks on their toes. The “higher for longer, no cuts in 2023” mantra has finally gained some traction with 
investors. Bond yields have risen sharply in recent weeks, as a bumper payrolls report was followed by a series of upbeat US 
data reports. Late in the month, the UK and the Eurozone added to the upbeat sentiment recording surges in their PMI reports 
for February. We consider current yields more reasonable. In addition, we now expect that any cuts in 2024 will be slower to 
materialise, leaving yields a little higher at the back end of the forecast horizon.     
 
We continue to see asset markets remaining choppy through the remainder of H1-23. Whilst inflation has clearly peaked, the 
return to 2.0% is looking less straightforward. We see peak policy rates as more or less priced in – but the risks surrounding 
this view have risen sharply in recent weeks and we expect risk assets to remain under pressure until there is more confidence 
on terminal policy rates. This backdrop is likely to see the US dollar supported in the near term, but by mid-year we expect 
that it will become clear that the US hiking cycle will be among the first to end and the Fed will be among the first to start 
cutting rates, robbing the greenback of support. The US dollar should soften in H2-23.   
 
The currency forecast table is below and the full document is available at https://www.mizuhogroup.com/emea/what-we-
do/insights-and-research/insights .        
 

          

Yields surged in February, as recession risks eased and the CB “higher for longer” mantra gained traction 

  

Source: Bloomberg 
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FX forecasts (as of 23 Feb) Current Q2 23 Q3 23 Q4 23 Q1 24

USD/JPY 135 129 124 122 120

EUR/USD 1.06 1.09 1.12 1.14 1.15

GBP/USD 1.20 1.23 1.28 1.30 1.32

EUR/GBP 0.88 0.89 0.88 0.88 0.87

EUR/JPY 143 141 139 139 138

GBP/JPY 162 159 159 159 158

https://www.mizuhogroup.com/emea/what-we-do/insights-and-research/insights
https://www.mizuhogroup.com/emea/what-we-do/insights-and-research/insights
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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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