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Weekly Highlights 

 

 Front end arms race leaves DXY index a little higher on the week 

 Q1 GDP to show growth already slowing 

  

 USD/JPY off the highs 

 BoJ policy on hold. FY23 CPI forecast to be well below target  

 

 ECB hawk talk, Macron gaining in the polls fail to lift EUR 

 GBP under pressure amid weak consumer data 

 

 Market re-prices RMB depreciation risk 

 USD/CNH jumps above 6.5 handle 

 

 BI held rates - prioritising supporting growth over controlling inflation 

 Korea’s Q1 GDP to return to pre-Covid trend, albeit with weak spots 

 

 Hawkish comments from Fed officials drag LatAm currencies lower 

 Mexican Q1 GDP to show rebound 
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US – Short-term interest rate expectations surge  

Major Events and Data Releases 

Date Event Survey Prior 

26-Apr Durable goods orders (%MoM, Mar) 1.0 -2.1 

 Core durable shipments (%MoM, Mar) 0.5 0.3 

 House prices (%YoY, Feb) 19.2 19.1 

 Consumer confidence (DI, Apr) 108.0 107.2 

 New home sales (%MoM, Mar) 0.4 -2.0 

27-Apr Trade balance ($bn, Mar) -105.0 -106.3 

28-Apr GDP (%saar, Q1) 1.0 6.9 

 Core PCE (%YoY, Q1) 5.6 5.0 

 Jobless claims (k) 180 184 

29-Apr Personal income (%MoM, Mar) 0.4 0.5 

 Personal spending (%MoM, Mar) 0.6 0.2 

 U Mich consumer sentiment, final (DI, Apr) 65.7 65.7 (p) 

    

Source: Bloomberg 

 
Expectations surrounding the extent and pace of US policy tightening continue to 
ramp higher at a rapid pace, making space for the pricing of higher rates 
elsewhere too. The Fed funds strip implies a peak policy rate just below 3.5% in 
late summer 2023. This level is well above the Fed’s current estimate of neutral 
(2.5%). 2yr UST yields pushed above 2.75% for the first time since late 2018. 
Powell spoke late in the week stoking expectations of 50bp not only for May but 
also June. The market now has 4 consecutive 50bp hikes priced in. During the 
week St Louis Fed’s Bullard even mentioned a 75bp hike encouraging investors 
to push pricing even higher. US data have been firm on the whole over the 
course of the week. The equity market held up well in the face of the surge in 
rates and was unchanged over the first four days of the week. The US dollar was 
one of the better G10 performers on the week, only losing ground to SEK, level 
pegging against EUR and rising against the rest.                
 
Outlook 
With the Fed meeting on 4 May, there will be no further FOMC commentary 
ahead of the meeting. The Fed will remain the main focus. We expect 50bp hikes 
in May and June but see 4 consecutive 50bp hikes as excessive, especially 
considering that the Fed will be starting its QT programme at the same time. 
Whilst Bullard continues to goad the market into pricing in ever faster tightening, 
we see the doves as less comfortable will getting to neutral in such a rapid 
fashion. There is also plenty of data in the coming week with Q1 GDP the focus. 
GDP growth will likely be a lot slower in Q1. There will also be a lot of focus on 
the price indices that accompany the GDP report, as core PCE is the Fed’s 
preferred inflation measure. Earnings will also remain in focus as a number of 
the large tech bellwethers report their results. The S&P is down ~8% year to 
date, while the Nasdaq is down ~16%. With expectations of much tighter 
monetary policy picking up, the backdrop for asset markets looks 
commensurately bleaker, with recession bets starting to build.           
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Japan – A calmer week for the yen  

Major Events and Data releases 

Date Event Survey Prior 

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

26-Apr Unemployment (%, Mar) 2.7 2.7 

 Job offers/applicant ration (Mar) 1.22 1.21 

28-Apr Retail sales (%MoM, Mar) 1.1 -0.9 

 Industrial production (%MoM, Mar) 0.5 2.0 

 Housing starts (%YoY, Mar) -0.5 6.3 

 BoJ meeting (%) -0.1/0.0 -0.1/0.0 

    

Source: Bloomberg 
 

It has been a slightly calmer week for Japanese policy makers, as USD/JPY 
eased off the highs after peaking just below the 130 level on Tuesday. The 
move sideways came despite short-term UST yields pushing steadily higher 
through the week. Early in the week BoJ Governor Kuroda displayed slightly 
more concern on the currency noting that recent appreciation has been 
somewhat “rapid”. During the week, Finance Ministers meeting at the IMF 
spring meetings agreed that the G7 statement on exchange rates was still 
current. Market-determined rates are highly desirable but excessive moves 
are unwelcome. We continue to see the likelihood of MoF intervention in 
USD/JPY as low given that the yen weakness seems to be in line with 
fundamentals, as the BoJ’s repeated intervention in the JGB market 
underscores. The CPI in Japan remains significantly lower than in other G7 
countries. Ex fresh food and energy CPI in Japan came in at just -0.7%YoY. 
Even taking into account the ~1.0pp drag from telecomm prices that will fall 
out of the YoY comparison in April, it is still the case that Japanese price 
pressures are still much weaker than elsewhere.       

Outlook 
With the Golden Week break kicking off on Friday, it is a holiday-shortened 
week with the bulk of the action on Thursday with industrial production, retail 
sales and housing starts on the data front, as well as the BoJ meeting. Earlier 
in the week the unemployment report is due. The BoJ is not likely to make any 
changes to its YCC policy. As Governor Kuroda has repeatedly pointed out, 
any hitting of the CPI target in spring will just be a supply driven move. With 
domestic demand still weak, there is no chance of inflation being sustained 
near the BoJ’s 2% target. The BoJ will release new forecasts. GDP will be 
revised lower. The FY22 CPI forecast will be quite close to the 2% target but 
the FY23 CPI forecast will likely be in the 1.0~1.5% range indicating that 
tighter policy is not required.    
 
In addition to the data and the BoJ meeting, investors will be watching for lifer 
press reports on the financial market outlook in the coming six months. These 
reports are released semi-annually in late April and late October. These 
reports contain expected ranges for major asset markets. The early reports 
suggest companies do not see much further yen weakness but they do see 
the BoJ holding firm and maintaining the YCC ceiling for 10yr JGB yields at 
0.25%.     
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Europe – Heavy data week ahead in the eurozone     

Major Events and Data Releases 

Date Event Survey Prior 

25-Apr GE – IFO survey (DI, Apr) 88.6 90.8 

 EZ – Construction output (%MoM, Feb) -- 3.9 

 EZ – Commission forecasts -- -- 

 UK – CBI industrial trends (DI, Apr) 22 26 

27-Apr UK – CBI distributive trades (DI, Apr) -- 20 

28-Apr EZ – Commission confidence (DI, Apr) 108.0 108.5 

29-Apr EZ – M3 (%YoY, Mar) 6.2 6.3 

 EZ – CPI (%YoY, Apr)  7.5 7.5 

 EZ – Core CPI (%YoY, Apr) 3.1 2.9 

 EZ – GDP (%QoQ, Q1) 0.3 0.3 

    

 Source: Bloomberg 
 

EUR was little changed early in the week but on Thursday a series of hawkish 
ECB comments about a possible rate hike as early as July helped push EUR 
higher. The timing is a little odd, as the ECB had plenty of opportunity to push 
a hawkish message at last week’s policy meeting. Perhaps they are looking at 
the BoJ and trying to avoid a much weaker EUR via lagging Fed hikes by less. 
The French election has not troubled fx investors much this week as Macron 
has steadily edged higher in the polls. Wednesday’s election debate saw both 
contenders fail to land a decisive blow, which was seen as cementing 
Macron’s position as front runner.   
 
GBP hung in well for most of the week, but on Friday a very soft consumer 
confidence report, followed by much weaker-than-expected retail sales data 
saw GBP/USD drop sharply, pushing below 1.29 to its lowest level since late 
2020. The PMI in the UK was a little weaker than expected. At 57.6, it remains 
elevated but the accompanying commentary was quite downbeat. In contrast 
the Eurozone PMI edged up to 55.8. The accompanying commentary was 
significantly more upbeat. The fact that the UK government is preparing a law 
that allows it to rip up the EU trade deal covering Northern Ireland added to 
the downside for GBP. PM Johnson has reportedly signed off on a bill to be 
introduced at the start of the upcoming parliamentary session in May.    
 
Outlook 
The first order of business for investors will be to check the French election 
result. A Macron win will allow a focus on the heavy data schedule over the 
rest of the week but a Le Pen win would leave markets shell-shocked. The 
bulk of eurozone data are due late in the week. Q1 GDP in the eurozone is 
expected to show modest growth. The eurozone CPI for April will likely edge a 
little lower, spurring speculation that peak inflation is now in the rear view 
mirror. The drop will be driven by lower energy bills reflecting both policy 
decisions across the region and the drop in wholesale prices. Equity earnings 
in the region will be picking up. EU Commission forecasts are also due. These 
provide a good view into fiscal prospects across the block.       
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China – Re-pricing RMB depreciation risk   

Major Events and Data Releases 

Date Event Survey Prior 

27 Apr Industrial Profits (%YoY, Mar) -- 4.2 

    

Source: Bloomberg 
 

There was a re-pricing of RMB bearish outlook due to the double whammy of 
Fed’s aggressive tightening plan and extended lockdown in Shanghai. CNH 
spot fell sharply, with USD/CNH pushing above the 6.54 handle for the first 
time since April 2021. CNY spot also tumbled, with USD/CNY moving above 
the 6.50 level. The China-US interest rate spread has finally started to weigh 
on the renminbi. With Fed chair Powell explicitly previewing a 50bp hike in 
May, the RMB yield disadvantage is likely to deepen. Perhaps due to rising 
capital outflow pressures, the PBoC surprisingly held its Loan Prime Rates 
(LPRs) unchanged. PBoC Governor Yi Gang said the central bank would 
continue to implement prudent monetary policy to counter external shocks 
and support the real economy. The sell-offs in Chinese investments by foreign 
investors resumed on the back of the grimmer China growth outlook and 
tighter regulations. The NASDAQ Golden Dragon China Index extended its 
decline. China Q1 GDP accelerated more than expected to +4.8%YoY (vs. 
+4.2%YoY expected) from prior +4.0%YoY. Yet, the contraction in retail sales 
and the spike in the jobless rate for March highlighted the negative impact 
from the lockdowns on consumption and employment. 
 
Outlook 
We turn more bearish on the RMB outlook as the PBoC-Fed monetary policy 
divergence and extended lockdowns in China are materializing to pressure 
the RMB. True, the monetary policy divergence is nothing new to the RMB, 
but the magnitude of divergence does matter. We reckon that the divergence 
has passed the tipping point to trigger some outflow pressure and dampen 
RMB sentiment when the China Government Bond (CGB) - UST yield spread 
turned sustainably negative. Similarly, the scale and duration of the Shanghai 
lockdown has passed the tipping point to reverse optimism on China’s growth 
outlook. Despite the lengthy city-wide lockdown in Shanghai, there is still no 
schedule for reopening. The disruptions on production and logistics under the 
lockdowns are starting to pose more persistent damage to supply chains in 
China. With emerging RMB depreciation bias and favourable interest rate 
return on holding USD, market participants including exporters will prefer to 
hold more USD and reduce RMB purchases, leaving the RMB under 
pressure.  
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EM Asia – Deferring to global trends 

Major Events and Data Releases 

Date Event Survey Prior 

25 Apr Singapore CPI (%YoY, Mar) 4.7 4.3 

25-30 Apr  Vietnam Trade Balance ($mn, Apr) -- 1389 

  Vietnam Exports (%YoY, Apr) -- 14.8 

  Vietnam Retail Sales (%YoY, Apr) -- 9.4 

  Vietnam Ind’ Production (%YoY, Apr) -- 8.5 

  Vietnam CPI (%YoY, Apr) -- 2.4 

26 Apr Singapore Ind’ Production (%YoY, Mar) 0.1 17.6 

  Korea GDP (%YoY, Q1) 3.0 4.2 

27 Apr Australia CPI (%YoY, Q1) 4.6 3.5 

28 Apr Singapore Unemployment rate (%, Q1) -- 2.4 

29 Apr Australia PPI (%YoY, Q1) -- 3.7 

 Korea Industrial Production (%YoY, Mar) 4.4 6.5 

 Thailand C/A balance ($mn, Mar) -500 -652 

Source: Bloomberg 
 

Hawkish Fed rhetoric through the week and China’s adherence to its 
zero-Covid policy put pressure on EM Asia FX this week. MYR and THB were 
the most impacted; USD/MYR broke the 4.31 level while USD/THB was 
pushing up against 34 before it backed off a little. USD/KRW was in the 
middle of the pack while USD/SGD, following on a hawkish MAS, held within a 
relatively tight range. PHP, INR and IDR were relatively stable.  
 
USD/IDR was stable even as Bank Indonesia emphasized a multi-pronged 
approach to maintaining macroeconomic stability. It clearly implied that 
inflation targeting will not isolated from safeguarding the economic recovery 
and to that end, it downgraded its 2022 GDP growth forecast range to 
4.5%-5.3% from 4.7%-5.5%. In the press conference Governor Perry Warjiyo 
stated that the Reserve Requirement hikes (being implemented incrementally 
from March to September) will, apart from draining excess banking system 
liquidity, also help address rising inflationary pressures. BI deem headline 
inflation as ‘manageable’ while prioritizing core inflation to understand 
possible second-round effects. 
   
Outlook 
The likely slowdown indicated in Korea’s Q1 Advance GDP print will 
underscore the headwinds facing the economic recovery. As Omicron cases 
picked up over Jan-Feb, retail sales growth weakened from the double digit 
growth figures in Q4. While this may prove temporary, the more worryingly, 
slowdown in equipment investment growth may sustain as supply chain 
disruptions, weaker business confidence arising from geo-political tensions 
and tightening global financial conditions weigh down spending. That said, 
growth is looking like it will steady near pre-Covid levels allowing the Bank of 
Korea to continue with rate hikes to tame inflation. We expect a 25bps hike at 
the next meeting in May.  
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Latin America – Fed outlook drags LatAm currencies lower 

Major Events and Data Releases 

Date Event Survey Prior 

25-Apr Mexico Econ. Activity Index (%MoM, Feb) -- 0.4 

 Brazil Economic Activity Index (%MoM, Feb) 0.4 -0.99 

26-Apr Mexico Retail Sales (%MoM, Feb) -- 0.6 

27-Apr Brazil IPCA-15 CPI (%YoY, Apr) -- 10.79 

29-Apr Mexico GDP (%QoQ, 1Q) -- 0.0 

 Chile Industrial Production (%YoY, Mar) -- -3.0 

 Chile Retail Sales (%YoY, Mar) -- 11.1 

 Colombia Overnight Lending Rate (%) -- 5.0 

    

Source: Bloomberg 
 

Worries that the Fed will embark on an aggressive tightening cycle to curb 
inflation dragged Latin American currencies down this week. Data wise, 
Argentina’s economic activity index rose 1.8%MoM in February, rebounding 
from a revised 0.7%MoM drop in January. The outturn marked the best 
reading since June last year. A sharp decline in Covid infections and a 
rebound in industrial production helped the economy regain momentum. 
Elsewhere, Colombia’s proxy for GDP growth rebounded a more than 
expected 1.6%MoM in February, following a 2.7%MoM decline in January. 
Despite some setbacks over the past year, GDP has remained on an upward 
trend. Compared to pre-pandemic levels, the index is now 5.9% higher, the 
second-best performance in Latin America.  

Outlook 
Mexico will be the first major Latin American economy to disclose GDP figures 
for the first quarter. The latest data indicate that the Mexican economy gained 
momentum at the start of the year after being weak for two quarters. The pick 
up was driven by industry and services. The former was lifted by a rebound in 
automobile production and the latter benefited from the reopening of the 
economy amid a sharp drop in Covid infections. Looking ahead, however, 
lingering supply chain problems (that could be aggravated by the latest 
lockdowns in China), higher interest rates, and a relatively austere fiscal 
policy mean that growth will be soft and Mexico will continue lagging behind 
most peers in Latin America. We forecast GDP growth of 2.0% this year.  
 
Meanwhile, on the monetary policy front, the Colombian central bank will 
announce its rate decision on Friday. We expect another 100bp rate hike to 
6.0%. Policymakers have provided no indication that they were planning to 
accelerate the pace of tightening since the last meeting in late March. 
Furthermore, albeit rising to 8.5% in March, inflation came in broadly in line 
with expectations and core inflation stood at much lower levels at 5.3%. 
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