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Weekly Highlights 

 

 USD ends a volatile week higher 

 Beige Book to set the backdrop for 50bp hike at May FOMC 

  

 Politicians step up verbal intervention as USD/JPY hits 20yr high 

 Trade data to reveal smaller (but still large) deficit 

 

 ECB underwhelms after a slew of hawkish decisions elsewhere 

 2nd round of French presidential election in focus 

 

 PBoC set to resume its easing cycle 

 Q1 GDP stable but outlook grimmer 

 

 MAS makes double-barrelled tightening move. BoK hikes 25bp 

 BI will up its hawkish ante but defer rate hikes until later 

 

 Tentative signs of USD bottoming out against LatAm currencies 

 Light data schedule 
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US – Beige Book to set the scene for 50bp hike at May FOMC 

Major Events and Data Releases 

Date Event Survey Prior 

18-Apr NAHB housing index (DI, Apr) 77 79 

19-Apr Housing starts (%MoM, Mar) -1.4 6.8 

20-Apr Existing home sales (%MoM, Mar) -4.1 -7.2 

 Fed’s Beige Book -- -- 

21-Apr Jobless claims (k) --  

22-Apr Flash composite PMI (DI, Mar) 58.0 57.7 

    

Source: Bloomberg 

 
Inflation was front and centre for US investors this week. The headline CPI hit a 
40-year high at 8.5%YoY and was a little firmer than expected but core CPI took 
the focus. It was up “just” 0.3%MoM – a little less than expected – leaving the 
YoY rate at 6.5%. With the recent drop in energy prices there is a decent chance 
that the March print represents the high for US CPI, although the PPI data were 
stronger than expected and at 11.2%YoY the headline PPI showed pipeline 
pressures remaining elevated. UST yields dropped in the wake of the CPI report 
and fell further on Wednesday as a huge of 2yr UST short position was 
unwound. Having started the week just below 2.6%, by Thursday, 2yr UST yields 
fell as low as 2.3%. The DXY index was firm until late on Wednesday when it 
dropped sharply, falling almost 1% in less than 24 hours, with losses mainly 
against EUR and GBP. It recovered sharply after the ECB meeting and the DXY 
index ended at the new high for the year, supported by rising UST yields in the 
wake of a strong U Michigan consumer confidence report.            
 
Outlook 
This coming week the Beige book is due and Daly, Evans, Bullard and Powell 
are all lined up to speak. The Beige Book is likely to detail a strong labour market 
and elevated inflation pressures. It will be interesting to see what signs there are 
of slower activity levels. The Fed looks nailed on for 50bp hikes in May and June 
as well as a rapid ramp up of QT. The near-term outlook for policy seems clear. 
However, there remains a lot less certainty about the pace of tightening of policy 
in H2, especially as both inflation and growth will likely be slowing in H2. It also 
remains the case that fiscal policy in the US is likely to be much tighter in 2022 
as well. The IMF will be releasing its semi-annual World Economic Outlook. We 
expect that it will show US fiscal policy tightening faster than in many other 
developed countries.  
 
On the data front the focus is mainly on housing. Mortgage rates have jumped 
over the past month and will weigh on housing activity in coming months but in 
the short-run the housing data are likely to remain solid.   
 
This week financials got the earnings season underway. The results in the 
financial sector have been better than expected, while more or less in line in 
other sectors. Next week the pace picks up with over 70 companies due to 
report.  
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Japan – Verbal intervention picks up as USD/JPY hits 20-year high  

Major Events and Data releases 

Date Event Survey Prior 

20-Apr Trade balance, sa (¥bn, Mar) -452 -1031 

 Exports (%YoY, Mar) 18.0 19.1 

 Imports (%YoY, Mar) 27.1 34.1 

22-Apr CPI (%YoY, Mar) 1.2 0.9 

 Core CPI (%YoY, Mar) 0.8 0.6 

 Ex fresh food and energy CPI (%YoY, Mar) -0.8 -1.0 

 Flash composite PMI (DI, Mar) -- 50.3 

    

Source: Bloomberg 
 

The policy authorities were already on edge at the start of the week as 
USD/JPY hovered just below a 7-year high. On Tuesday, the pair pushed 
above 126.0 to a 20-year high and the frequency and urgency of verbal 
intervention picked up sharply. Indeed, there was a full house with PM Kishida, 
Fin Min Suzuki, Economy Minister Yamagiwa, Chief Cabinet Secretary 
Matsuno and MoF’s top international bureaucrat Kanda all commenting on the 
desirability of FX stability on Tuesday. Kanda went as far as to say that he 
was watching the currency market with “vigilance”. Late in the week as UST 
yields eased off the highs, so did USD/JPY. We expect that actual intervention 
is unlikely near current levels and that JPY would need to weaken a lot further 
to persuade MoF to actually intervene. In the meantime, verbal intervention 
will likely be a regular occurrence.   

Outlook 
The data docket may look a little thin but it is nonetheless packed with 
important data. The primary driver of yen weakness is the surge in energy 
costs, which in turn has driven the trade balance deep into deficit. The trade 
data are due on Wednesday. The trade data in Q1 can be volatile due to the 
timing of the Chinese New Year and this is likely to be reflected in the March 
data, with the consensus for the deficit dropping to ~¥450bn, less than half the 
February number. The big picture remains unchanged. The deficit in Q1 has 
worsened considerably and looks likely to remain large in Q2 as well – indeed, 
it will likely increase in Q2. Below target inflation is the primary driver of the 
BoJ’s determination to keep bond yields low and policy loose. Headline CPI 
will push a little higher in March driven by food and energy costs. April’s CPI is 
highly anticipated. April CPI is expected to see a jump to ~2% for headline 
CPI, as mobile phone charges fall out of the YoY comparison. This will push 
ex fresh food and energy CPI slightly positive – but still way below surging 
core inflation rates elsewhere, especially in the US and the UK. Finally, the 
flash PMI reports should show a narrowing gap vs other developed 
economies as Japan emerges from its Covid cocoon. The Kishida 
administration’s Covid caution is one reason why the yen is weak. The 
economy has been under-performing as the government has maintained 
restrictions. These are now gradually easing and more normal activity levels 
will help the BoJ in its quest to vanquish deflation.    
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Europe – Macron vs Le Pen: Round 2     

Major Events and Data Releases 

Date Event Survey Prior 

20-Apr EZ – Auto registrations (%YoY, Mar)  -7.1 

 EZ – Industrial production (%MoM, Feb) 0.2 0.0 

 EZ – Trade balance, sa (€bn, Feb)  -7.7 

21-Apr EZ – Consumer confidence (DI, Apr)  -18.7 

22-Apr EZ – Flash composite PMI (DI, Mar)  54.9 

 UK – Flash composite PMI (DI, Mar)  60.9 

 UK – Retail sales (%MoM, Mar) -0.1 -0.3 

 UK – Consumer confidence (DI, Apr)  -33 -31 

    

 Source: Bloomberg 
 

The ECB more or less reiterated the statement from March and said that data 
released since the last meeting reinforced the view that the APP would end in 
Q3. There was no hawkish surprise in a week when central banks have 
generally surprised on the hawkish side. There was little additional news for 
the hawks to latch onto and EUR dropped alongside 2yr Bund yields. Bund 
yields bottomed out but the spread to USTs widened late in the session as 
EUR/USD dropped sharply, trading at a new low for the year.     
 
The UK data on the week were mixed with unemployment a little softer and 
inflation firmer than expected. The high inflation print did little to lift GBP/USD. 
Instead the big move on the week came from the USD leg amid the sharp 
drop in USD on Wednesday that pushed GBP/USD above 1.31. The drop in 
EUR after the ECB meeting dragged GBP/USD lower. EUR/GBP dropped 
below 0.83.   
 
Outlook 
The second round of the French presidential election on Sunday 24 April will 
be the main focus for investors this coming week. On 20 April President 
Macron and challenger Le Pen will go head to head in a televised debate. In 
2017, Macron wiped the floor with Le Pen in the debate on his way to winning 
66% in the second round. It is widely expected that he will again perform well 
in the TV debate, although it will be much tougher than last time given Le 
Pen’s focus on cost of living issues this time round. Le Pen remains 
vulnerable on ties with Putin that Macron will look to exploit.  
 
On the data front the flash PMI data will be the main focus in both the UK and 
the Eurozone. The data will cover April. Enough time has now passed for 
some of the impact of the Russian invasion of Ukraine to start showing up. 
Both PMIs are expected to drop – It is a question of how far. In the eurozone, 
industrial production is also due. National releases point to a decent MoM 
gain in February. In the wake of subsequent events the release is not likely to 
garner much interest. In the UK March retail sales and April consumer 
confidence will detail how the consumer is placed to deal with the historic 
income squeeze in coming months. Consumer confidence is already at levels 
associated with recession. The retail sales release will help round out Q1 
GDP forecasts.      
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China – PBoC easing cycle to resume   

Major Events and Data Releases 

Date Event Survey Prior 

15 Apr 1Y MLF yield (%, Apr) 2.75 2.85 

18 Apr GDP (%YoY, Q1) 4.2 4.0 

 Retail Sales (%YoY, Mar) -3.0 1.7 

 Industrial Production (%YoY, Mar) 4.1 4.3 

 Fixed Assets Investment YTD v(%YoY, Mar) 8.5 12.2 

20 Apr 1Y LPR (%, Apr) 3.60 3.70 

 5Y LPR (%, Apr) 4.55 4.60 

    

Source: Bloomberg 
 

CNH was largely stuck in a range between 6.37 and 6.39 over the week. RMB 
showed resilience in the face of USD strength led by the hawkish Fed and 
soaring UST yields. With solid exports and slipping imports, the firmer China 
trade surplus for March and the relevant RMB purchase demand kept the 
RMB supportive. On the virus front, the lockdown in Shanghai was extended 
and there was no schedule announced for reopening. Chinese President Xi 
said that the government would stick to its zero-Covid approach despite 
increasing criticism of the government’s response to the highly infectious 
Omicron variant. With the resurgence of virus spread, Chinese Premier Li 
repeated his warnings of increasing growth risks, which fuelled speculation of 
a PBoC rate and Required Reserves Ratio (RRR) cut. The simulated CFETS 
RMB basket index picked up further to 105.2 level. 

Outlook 
RMB to insensitive to monetary policy divergence. The Fed’s aggressive 
tightening cycle is unlikely to stop the PBoC easing. Admittedly China’s 
growth outlook is deteriorating amid a resurgence of Covid and subsequent 
lockdowns. More easing is needed to support the real economy. With strong 
data for first two months, Q1 GDP is expected to stay above 4%YoY but it will 
be challenging to meet the ~5.5% annual growth target. For March, 
consumption is set to take a severe hit from soaring Covid cases and mobility 
restrictions. Retail sales for March are expected to drop for the first time since 
July 2020. Industrial production should remain resilient as some factories 
implemented closed-loop management systems to keep production going. 
Fixed asset investment will likely moderate as a result of the property market 
downturn but the financial support from the rapid credit expansion will likely 
keep the downside in check. The PBoC is expected to lower its Loan Prime 
Rates (LPRs) to support growth given the strong easing signals from the 
government.  
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EM Asia – Hawkish central bank actions 

Major Events and Data Releases 

Date Event Survey Prior 

18 Apr S’pore Non-oil Dom Exports (%YoY,Mar) -- 9.5 

  Indonesia Trade Balance ($mn, Mar) 2973 3820 

  India Wholesale Prices YoY (Mar) 13.3 13.1 

  Malaysia Trade Balance (MYR bn, Mar) -- 19.8 

  Philippines C/A balance ($mn, Mar) -- -157 

19 Apr Australia RBA-Minutes -- -- 

  Bank Indonesia 7D Reverse Repo (%) 3.5 3.5 

21 Apr Korea PPI (%YoY, Mar) -- 8.4 

22 Apr Malaysia CPI (%YoY, Mar) -- 2.2 

 Thailand Trade Balance ($mn, Mar) -- 123 

     

Source: Bloomberg 
 

It was a week of hawkish central bank action in the region. The Monetary 
Authority of Singapore, surprised markets with its emphatic hawkish bias, 
delivering a ‘double-barrelled’ tightening move: re-centring the mid-point of the 
policy band to the prevailing S$NEER and “slightly” increasing the S$NEER 
slope. The re-centring is consistent with recent price shocks while the 
increase in slope will serve to anchor inflation expectations. 
  
Bank of Korea, as expected, hiked rates by a further 25bp. Admittedly, this 
was not our base case (we expected the hike at the May meeting) but it was 
nonetheless aligned with our worries of un-anchored inflation expectations on 
the back of rising household inflation expectations. The unanimous decision 
of the MPC underscores the inflationary impact from the Russia-Ukraine 
conflict, given Korea’s exposure, superseding growth worries. 
   
Outlook 
Bank Indonesia is unlikely to follow in the footsteps of MAS/BoK and keep its 
policy rate unchanged. BI Governor Perry Warjiyo has pre-committed to 
initiating rate hikes in Q3. However, we see a strong case for this to be 
brought forward into Q2. Inflationary pressures are building: retail fuel and 
electricity price hikes are on the cards compounding the VAT increase in April. 
Rising food prices during Ramadan/Eid may prove sticky if inflation 
expectations become de-anchored. Moreover, a hawkish Fed will exert 
depreciation pressures on IDR and raise macro stability concerns, which BI 
has pledged to guard against. Admittedly, the growth outlook will be impacted 
but not to the extent of derailing the nascent recovery. As such we expect BI to 
up its hawkish ante; we assign a 40% chance of a 25bp ‘pre-emptive’ hike.  
 
The minutes of the Reserve Bank of Australia’s meeting will reiterate the 
hawkish shift in the monetary policy statement where the reference to being 
“patient” was dropped and emphasis was placed on inflation and wage data 
“over coming months”. Given transmission lags, normalising policy faster will 
reduce the risks of falling behind the curve. While the odds between a June 
and July lift-off are a coin toss, earlier rather than later may be a safe bet.  
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Latin America – Signs of USD bottoming out against LatAm currencies 

Major Events and Data Releases 

Date Event Survey Prior 

18-Apr Colombia Econ. Activity Index (%YoY, Feb) -- 7.8 

 Peru Economic Activity Index (%YoY, Feb) -- 2.9 

 Brazil Economic Activity Index (%MoM, Feb) 0.45 -0.99 

21-Apr Argentina Econ. Activity Index (%MoM, Feb) -- -0.5 

22-Apr Mexico Bi-Weekly CPI (%YoY, Apr 15) -- 7.62 

    

Source: Bloomberg 
 

 

Hopes that core inflation in the US could be peaking gave a boost to Latin 
American currencies early in the week, but higher-than-expected inflation 
prints elsewhere led to renewed concerns of monetary tightening in the 
developed world. As a result, Latin American currencies were mostly little 
changed from last week’s close on the eve of the Easter holiday on Friday.    

Data wise in Latin America, Argentina's consumer prices jumped 6.7%MoM in 
March, beating the market consensus for a 5.8%MoM increase. Food prices 
continued to soar, reinforcing the view that the administration's strategy to 
curb inflation through price freezes and FX controls has failed. Importantly, 
core inflation came in strong too and added to signs that price increases are 
more widespread in the economy. On an annual basis, headline inflation rose 
to 55.1% in March from 52.3% in February. After CPI data was released, the 
central bank raised its policy rate by 250bp to 47%. It was the fourth rate hike 
this year. We expect inflation in Argentina to remain stubbornly high on the 
back of higher commodity prices, still large regulated prices misalignments 
and a faster FX depreciation.  

Outlook 
The data calendar in Latin America will remain light in the week ahead. 
Colombia, Peru, Brazil and Argentina’s economic activity indices are among 
the few highlights. These GDP proxies will provide information on the cyclical 
recoveries from the coronavirus-induced slump amid a rapid decline in daily 
infections across the region. Importantly, however, the economic impact of the 
Omicron variant was mild in the first place, meaning the expected rebound is 
likely to be mild as well. Overall, we believe that tighter financial conditions, 
lingering high inflation and the need of fiscal consolidation will more than 
offset better terms of trade, causing Latin American economies to lose 
significant momentum this year.  

Investors will also continue to monitor the conflict in Ukraine. The escalation 
of the conflict has reduced the odds of a cease-fire deal. Russia is actually 
reportedly preparing a major offensive in southeastern Ukraine. The war has 
prompted foreign investors to rebalance their portfolios, reducing exposure to 
China and increasing exposure to Latin America. But there are tentative signs 
that the dollar may be bottoming out against Latin American currencies. 
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