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Weekly Highlights 

 

 FOMC minutes detail rapid balance sheet run-off  

 CPI to push even higher, keeping the Fed under pressure 

  

 Intervention questions continue to linger amid yen weakness 

 Data to underscore weak activity levels 

 

 ECB less united than Fed in inflation fight  

 UK data slate to highlight BoE challenge 

 

 Prolonged lockdowns dampen China growth 

 Premier Li urges further policy easing 

 

 Wary of wage/price spiral, MAS to tighten in double-barrelled move 

 Cautious BoK to defer 25bp hike to May. Dissent possible 

 

 Hawkish Fed hits LatAm currencies 

 Inflation surges further across the region 
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US – Rising inflation to keep the Fed under pressure 

Major Events and Data Releases 

Date Event Survey Prior 

12-Apr NFIB Small business sentiment (DI, Apr) 94.9 95.7 

 CPI (%YoY, Mar) 8.4 7.9 

 Core CPI (%YoY, Mar) 6.6 6.4 

13-Apr PPI (%YoY, Mar) 10.6 10.0 

 Core PPI (%YoY, Mar) 8.4 8.4 

14-Apr Retail sales (%MoM, Mar) 0.6 0.3 

 Ex-auto retail sales (%MoM, Mar) 0.9 0.2 

 Jobless claims (k) 175 166 

 U Mich Consumer sentiment (DI, Apr) 58.7 59.4 

15-Apr Empire m’fact index (DI, Apr) 2.0 -11.8 

 Industrial production (%MoM, Mar) 0.4 0.5 

    

Source: Bloomberg 

 
In the post-meeting press conference, the Fed Chair strongly suggested that 
there would be additional information on the plans for the balance sheet in the 
minutes of the March meeting. The minutes did not disappoint. They showed the 
Fed looking to ramp up rapidly (within 3 months) to a $95bn pace of run-off. 
Recall that last time round it took the Fed 12 months to get to $50bn. The impact 
of the minutes was lessened by a speech by Brainard the previous day that had 
strongly hinted at the broad thrust of developmenmts. The impact was clearest in 
UST markets. UST yields headed higher and the curve dis-inverted. The 2x10s 
curve is almost 25bp steeper over the week. 10yr UST yields pushed up towards 
2.7% to their highest since mid-2019. The greenback jumped alongside higher 
UST yields, with the DXY index pushing the 100 level. Data over the week 
continue to suggest the economy retains solid momentum, with the composite 
PMI at 57.7, the services ISM at 58.3 and a new multi-decade low for jobless 
claims.       
 
Outlook 
Markets are closed for Good Friday but there are plenty of data to focus on 
ahead of the long weekend, as well as a lot of Fed-speak. With regard to policy, 
we do not expect any of the speeches to move the needle much. The market is 
priced for 50bp in May and 50bp in June and that is what we expect the Fed to 
deliver. Fed commentary has been consistent in recent weeks – inflation is 
enemy No 1, it is at the gate, a sizable response is imminent. We expect 
commentary this week to be consistent with the minutes and recent speeches. 
On the data front the main focus will be on the CPI. It will move higher. Even core 
CPI is seen up 0.5%MoM, leaving the core index up 6.6%YoY. It is clear that not 
all the inflation surge in the US is energy. Beyond the price data, reports include 
retail sales and industrial production – both of which should show activity 
remaining firm in March, especially in nominal terms in regard to retail sales. 
Inflation-adjusted spending will be much weaker. Sentiment indices are also like 
to be a bit soft given the current surge in gasoline prices. Both small business 
sentiment and consumer sentiment are seen edging lower.     
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Japan – Weak yen a thorn in Kishida’s side ahead of July election.  

Major Events and Data releases 

Date Event Survey Prior 

12-Apr PPI (%YoY, Mar) 9.2 9.3 

 Bank lending (%YoY, Mar) -- 0.4 

13-Apr M2 (%YoY, Mar) 3.6 3.6 

 Machinery orders (%MoM, Mar) -1.5 -2.0 

15-Apr Dept store sales (%YoY, Mar) -- -0.7 

    

Source: Bloomberg 
 

USD/JPY jumped early in the week and spent the tail end of the week 
hovering around the 124.0 level until a late run up above 124.50. Questions 
about the yen and intervention remain. We suspect that the government 
would prefer it if the yen did not weaken further from here. With the Upper 
House elections in July, the Kishida administration will be under pressure as 
food and energy costs continue to rise, exacerbated by the soft yen. Our view 
is that as long as the BoJ is prepared to underscore its determination to keep 
yields low via protecting the upper bound of the 0.0% +/-25bp range for 10yr 
JGBs, it will be hard for MoF to intervene successfully, especially as the BoJ 
continues to insist on seeing the weak yen as a positive for the economy. We 
think USD/JPY needs to move a lot higher before MoF will consider actual 
intervention. In the meantime verbal intervention is likely to remain elevated. 
Data over the course of the week support the notion of negative Q1 GDP with 
weak household spending for February the primary exhibit. At the tail end of 
the week consumer confidence for March dropped even further from already 
low levels, with willingness to buy durables falling particularly hard. There was 
a glimmer of hope that Q2 would see some improvement as the outlook index 
in the eco watchers survey picked up sharply in the wake of the easing of 
Covid restrictions at the end of March. It was a poor week for Japanese 
assets with equities underperforming and the yen among the worst performing 
G10 currencies, dropping over 1% on the week against the US dollar.          

Outlook 
The weekly MoF data will be of interest covering the first full week of the fiscal 
year. Japanese portfolio flows are often a focus for markets given their scale 
but we continue to expect more buying in overseas bond markets to 
underwhelm until UST volatility starts to ease.   
 
Weak money and credit growth in Japan relative to the US only serve to 
underscore the economic gulf between the 2 countries and it is no surprise 
that the BoJ continues to struggle to generate inflation. In Japan, Covid 
stimulus was significantly smaller than in the US and this is reflected in the 
money and credit aggregates. Bank lending in Japan is close to flat and is 
growing at the slowest pace since mid-2012.  
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Europe – ECB divided on the policy outlook     

Major Events and Data Releases 

Date Event Survey Prior 

11-Apr UK GDP (%MoM, Feb) 0.3 0.8 

12-Apr GE – ZEW survey, outlook (DI, Mar) -46.0 -39.3 

 UK – Unemployment (%, Feb) 3.8 3.9 

 UK – Payrolled employees (k, Mar) -- 275 

 UK – Average earnings (3m%YoY, Feb) 5.4 4.8 

13-Apr UK – CPI (%YoY, Mar) 6.7 6.2 

 UK – Core CPI (%YoY, Mar) 5.4 5.2 

14-Apr EZ – ECB meeting (depo, %) -0.5 -0.5 

 UK – RICS house prices (DI, Mar) 75 79 

    

 Source: Bloomberg 
 

The ECB minutes revealed a less united ECB relative to the Fed which has 
been very consistent in its messaging since the March meeting. The minutes 
reflected the uncertainty prevalent around the time of the early March ECB 
meeting, especially with regard to the impact of the Russian invasion of 
Ukraine. Also during the week, Le Pen continued to narrow the gap between 
herself and Macron ahead of the first round of voting in the French 
presidential election on Sunday. French stocks and bonds underperformed 
slightly during the week and weighed on EUR a little. Late in the week the EU 
agreed an embargo on Russian coal and it seems only a matter of time before 
a similar embargo on Russian oil is agreed. This too likely weighed on EUR 
through the week. EUR was among the worst G10 currencies on the week. It 
was a much quieter week for GBP which ended down “only” ~0.9% against 
USD.   
 
 
Outlook 
The ECB meeting is not likely to signal much change in policy. The ECB’s 
forecasts, delivered at the March meeting, were drawn up ahead of the 
Russian invasion of Ukraine. By the time the meeting rolled around, they were 
already out of date. At this week’s meeting we may get an update of how the 
ECB views the macro outlook. That said, we still see plenty of division at the 
ECB. Views seem much less closely aligned than on the Fed, where there is 
no question that inflation is the main focus and there is a consensus around 
aggressive action, at least in the near term. The ECB hawks would like a firm 
end date for asset purchases, while the doves continue to underscore the 
potential downside risks from the conflict in Ukraine. Investors will be 
assessing the impact of the first round of the French presidential election. 
Incumbent Macron and Le Pen are the two that are expected to advance to 
the 24 April runoff. The closer the vote, the more concern there is likely to be 
about not only the second round but the legislative elections in June.  
 
It is a data-heavy, holiday-shortened week in the UK, with the labour market 
report and inflation both due after monthly GDP on Monday. We expect both 
reports to be strong. GDP at 0.3%MoM should indicate that activity levels 
remain solid. Unemployment should drop and inflation jump.    
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China – Prolonged lockdowns damped China’s growth   

Major Events and Data Releases 

Date Event Survey Prior 

9-15 Apr Money Supply M2 (%YoY, Mar) 9.2 9.2 

 Aggregate Financing (CNY bn, Mar) 3550 1192.8 

 New loan growth (CNY bn, Mar) 2750 1233.6 

11 Apr CPI (%YoY, Mar) 1.4 0.9 

 PPI (%YoY, Mar) 8.1 8.8 

13 Apr Exports (%YoY, Mar) 13.0 20.9 

 Imports (%YoY, Mar) 8.4 19.5 

 Trade balance (USD bn, Mar) 22.4 94.38 

13-16 Apr 1Y MLF yield (%, Apr) 2.75 2.85 

    

Source: Bloomberg 
 

The resurgence of Covid kept CNH on the back foot. Shanghai extended its 
lockdown but  daily case numbers rose further topping 20,000. Externally, 
the Fed turned even more hawkish by signalling a rapid balance sheet 
reduction as soon as May. In contrast, Chinese Premier Li urged officials to 
use monetary policy tools at an appropriate time to support the real economy, 
raising expectation for PBoC easing as soon as this month. The 5Y China 
Government Bond (CGB) – UST yield spread turned negative for the first time 
in a decade. The CFETS RMB basket index picked up to 104.9 level.  

The PBoC continued to drain liquidity after month-end. Over the week, the 
PBoC net withdrew CNY 590bn of liquidity via open market operations. The 
7-day CNY interbank repo rate rose back to around 2%. With Shanghai still in 
lockdown, financial transactions were diverted to the offshore market and 
CNH liquidity conditions tightened. Overnight CNH HIBOR spiked as high as 
6.81%. 

 
Outlook 
We maintain our bearish view on RMB in the near term. The prolonged 
lockdown in Shanghai is causing serious disruption to production and logistics. 
The disruptions in Shanghai’s container port will probably hurt exports and 
even threaten the global supply-chain. Capital inflows into China are expected 
to moderate as RMB assets are losing their yield advantage. On the data front, 
the March CPI is expected to climb back to 1.4%YoY on stabilizing food prices, 
while the PPI will likely remain elevated above 8% on surging commodity 
prices. Trade figures will likely moderate given the resurgence of virus spread 
and lockdowns. As top Chinese leaders urged stronger monetary easing, 
credit expansion will likely accelerate and the PBoC is set to lower the 1Y 
Medium Lending Facility (MLF) yield by 10bp to 2.75% to support growth.  
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EM Asia – Inflation threat looms large 

Major Events and Data Releases 

Date Event Survey Prior 

11-Apr Malaysia Industrial Prod (%YoY, Feb) 3.8 4.3 

12-Apr Australia Business Confidence (DI, Mar) -- 9 

  India CPI (%YoY, Mar) 6.1 6.1 

  India Industrial Production (%YoY, Feb) 3.0 1.6 

13-Apr Korea Unemployment rate (%, Mar) 3.0 2.7 

14-Apr Australia Employment Change (k, Mar) 30 77.4 

 Australia Unemployment (%, Mar) 3.9 4.0 

 India Trade Balance ($mn, Mar) -18600 -20877 

 Korea BoK 7-Day Repo Rate (%) 1.25 1.25 

 Philippines Remittances (%YoY, Feb) 4.3 2.5 

 Singapore GDP (%QoQ, Q1) 0.3 2.3 

 Singapore MAS Policy meeting  -- -- 

     

Source: Bloomberg 
 

Early in the week, the RBA held their cash rate at 0.1% as expected but their 
policy statement took a hawkish turn as they dropped any reference to being 
“patient” and alluded to the importance of inflation and wage data “over 
coming months” in setting policy. While the RBI also continued with a policy 
hold to support growth, the tweak to lift the rate corridor floor helps mitigate 
macro-stability risks that are accentuated by a hawkish Fed. 
 
The threat of inflation in EM-Asia has also clearly risen as headline inflation 
outturns in Thailand, Philippines and South Korea this week exceeded market 
expectations (and policy tolerances) for most. The worsening inflation-growth 
trade-off will continue to trouble regional central banks. 
   
Outlook 
In Singapore, with geo-political cost shocks amid pre-existing inflationary 
pressures and growing wage-price spiral risks, the policy calculus is tilted to 
more front-loaded tightening as potential demand shocks are assessed to be 
overshadowed. We expect the MAS to deliver a “double-barrelled” hawkish 
move comprising of; re-centring the S$NEER mid-point higher, but below the 
prevailing S$NEER, and; “slightly” steepening the S$NEER slope (further to 
an estimated 1.5% per annum appreciation rate from 1.0% slope). 

In contrast, the BoK with Governor nominee Changyong Rhee yet to be 
confirmed, may adopt a more cautious approach to assess the downside 
growth risks in view of the heightened economic uncertainty alluded to by Vice 
Governor Lee Seung-heon. With their pre-emptive 75bp increase in policy 
rates thus far, the committee may vote to delay a further 25bp normalisation to 
their next meeting in May though some dissent may be on the cards given 
looming inflation risks and second round effects.  
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Latin America – Hawkish Fed hits LatAm currencies 

Major Events and Data Releases 

Date Event Survey Prior 

11-Apr Mexico Industrial Production (%MoM, Feb) -- 1.0 

12-Apr Brazil Service Activity Index (%MoM, Feb) -- -0.1 

13-Apr Brazil Broad Retail Sales (%MoM, Feb) -- -0.3 

 Chile Central Bank Meeting Minutes -- -- 

 Colombia Retail Sales (%YoY, Feb) -- 20.9 

 Colombia Industrial Production (%YoY, Feb) -- 10.3 

 Argentina CPI (%YoY, Mar) -- 52.3 

14-Apr Brazil Economic Activity Index (%MoM, Feb) -- -0.99 

    

Source: Bloomberg 
 

Hawkish comments from Fed officials over the week raised worries that the 
bank will step up tightening efforts to curb inflation, including faster rate hikes 
and a speedy reduction in the balance sheet, causing Latin American 
currencies to lose momentum against the US dollar. As a result, BRL was on 
track to post its first weekly loss in four weeks, CLP was set to record its 
sharpest weekly drop since November and MXN was back above the key 
level of 20.00 per dollar. Meanwhile, on the data front, inflation data for March 
released in Brazil, Chile, Colombia, and Mexico this week surprised to the 
upside by climbing to 11.3%, 9.4%, 8.5%, and 7.5% respectively, pressured 
by fuel and food. The outturns in Brazil and Chile particularly put pressure on 
their central banks to keep hiking rates for longer than recently hinted.  

Outlook 
The data schedule in the week ahead in Latin America is light. Among the few 
highlights are Argentina’s CPI data and Brazil’s economic activity index for 
February. Inflation is expected to remain stubbornly high in Argentina, 
underscoring the ineffectiveness of exchange rate interventions and price 
controls. We forecast inflation will accelerate to 55% this year amid negative 
real interest rates, a faster depreciation of the peso and higher regulated 
prices inflation. The latter due to the need to fix large price misalignments. 
Elsewhere, the GDP proxy in Brazil will likely show that the economy partially 
rebounded in February, following the trend in industrial production. Importantly, 
surveys suggest that the economy will continue to struggle to gain momentum, 
meaning any growth this year will be moderate. In our view, while better terms 
of trade will boost Brazil’s net exports, higher interest rates, a polarized 
election and a more cloudy global outlook will push economic growth lower.  
 
Investors will also closely monitor inflation data in the United States as it may 
pave the way for the Federal Reserve normalize its monetary policy 
aggressively, potentially causing a hard landing of the US economy. This is a 
relevant risk for Latin American currencies in our view, as the US is an 
important trading partner of many Latin American countries. 
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