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Weekly Highlights 

 

 USD suffers as risk appetite recovers 

 Payrolls in focus in heavy data week 

  

 JPY eases vs most of G10 but edges higher vs USD  

 Too early for Japan data to improve after end of Covid restrictions  

 

 Lagarde lays out path to tighter ECB policy 

 Fiscal loosening reduces UK recession risk 

 

 Chinese Premier Li warns on growth risks 

 More stimulus and easing ahead 

 

 BoK hiked 25bp, while BI targeted liquidity management 

 Indian and Australian GDP growth likely slowed in Q1 

 

 LatAm currencies continue to rebound. Watch for reversal 

 Colombia’s presidential election in focus 
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US – Labour market in focus 

Major Events and Data Releases 

Date Event Survey Prior 

31-May House prices (%YoY, Mar) 19.6 20.2 

1-Jun Consumer confidence (DI, May) 103.5 107.3 

 Construction spending (%MoM, Apr) 0.6 0.1 

 ISM m’fact  (DI, May) 54.7 55.4 

 JOLTS, openings (k, Apr) 11400 11549 

 Beige Book  -- -- 

 Vehicle sales (%saar, May) 14.50 14.29 

2-Jun ADP employment (k, May) 300 247 

 Jobless claims (k) 210 210 

3-Jun Payrolls (k, May) 332 428 

 Average earnings (%YoY, May) 5.2 5.5 

 Unemployment (%) 3.5 3.6 

 ISM services (DI, May) 56.5 57.1 

    

Source: Bloomberg 

 
The big move in asset markets this week was the recovery in US stocks. UST 
yields were slightly lower across the curve. The recovery in risk appetite has 
weighed on the US dollar. Data over the course of the week were a little soft, 
especially the housing data. It certainly appears that housing is slowing as rates 
rise. At the tail end of the week the consumer income and spending data were 
decent and suggest it is far too early to be looking for recession – more a growth 
recession looks to be on the cards, especially as balance sheets are in decent 
shape. USD was propping up the G10 tables this week dropping most against 
NOK (3.2%) and least against JPY (0.8%).  
 
Outlook 
It will be a quiet start to the week in the US with markets closed for the Memorial 
Day holiday on Monday. Tuesday sees only house prices released and then the 
pace picks up. Wednesday sees a slew of data including vehicle sales, the ISM 
and JOLTS. The focus in the back half of the week is employment with ADP, 
claims and payrolls all due. The labour market as a source of inflation is the 
focus – participation and wages. Meanwhile, the ISM data will need to push 
lower from levels that currently indicate robust growth if the Fed is to expect 
activity to weaken enough to bring inflation down later in the year. In addition, the 
Fed will finally get underway on shrinking its $8.9trn balance sheet from 1 June. 
The Beige Book will also be released on Wednesday. It is likely to detail a solid 
economy although investors will be watching for any signs of cracks. These are 
most obvious in the housing sector.   
 
In Canada, GDP data are due and the BoC is expected to hike the policy rate by 
another 50bp taking it up to 1.50%. Further hikes are expect at subsequent 
meetings, with the BoC shadowing the Fed’s larger hikes through summer.    
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Japan – JPY’s safe haven credential on the mend?   

Major Events and Data releases 

Date Event Survey Prior 

31-May Unemployment (%, Apr) 1.23 1.22 

 Job offers/applicants ratio (Apr) 2.6 2.6 

 Retail sales (%MoM, Apr) 0.9 2.0 

 Industrial production (%MoM, Apr) -0.1 0.3 

 Housing starts (%YoY, Apr) 2.4 6.0 

 Consumer confidence (DI, May) 33.8 33.0 

1-Jun Capex (%YoY, Q1) 3.6 4.3 

    

Source: Bloomberg 
 

It has been an interesting week for JPY. Risk appetite has been elevated and 
US equites have rallied. At the same time some of this pick up in risk appetite 
is driven by expectations of less Fed hikes, which has narrowed the 
short-term yield gap in favour of JPY. USD/JPY has edged lower on the week 
but both have underperformed across the G10. With more two-way risk in 
short-term UST yields, we see a growing likelihood that JPY will regain some 
of the safe haven characteristics that it seemed to have lost for much of the 
first 4 months of the year. One factor here is the re-opening of Japan to 
tourists, which the government announced this week. This will be a slow burn 
for JPY as Japan is only re-opening gradually and the biggest source of 
tourists pre-Covid was China. At the moment Covid restrictions mean the 
Chinese are not available to visit. But nonetheless, it is a start in reversing 
Japan’s massive trade (and services) deficit.              

Outlook 
In contrast to the US, the data in Japan are concentrated at the start of the 
week. Monday sees the labour market report, retail sales, industrial 
production, housing starts and consumer confidence all released. With Covid 
restrictions now being eased the macro outlook for Japan is a little brighter but 
we do not expect to see much of this in the key activity reports for April. It is 
not only lockdowns in Japan that are hitting industrial production but 
lockdowns in China too and these have been maintained. Industrial 
production will be close to flat but we will be watching the company 
projections for May and June. In relative terms Japan’s unemployment is an 
outlier. Traditionally because it is so low and dropped even lower pre-Covid 
due to the impact of the shrinking labour force. However, more recently it has 
stood out due to its failure to decline significantly. For most of the last 12 
months, it has been almost flat, only dipping last month, while elsewhere in 
developed markets unemployment has dropped significantly through 2021 
and early 2022. This is testimony to the weakness of the recovery in Japan, 
given limited fiscal and monetary support (relatively speaking). 
Unemployment is likely to be unchanged at 2.6% but to the extent that the 
recovery resumes now that the Covid restrictions have been eased, it should 
drop a little coming quarters. The weekly MoF data on portfolio flows will also 
be of interest. They hint that Japanese fixed income investors are back on the 
bid in overseas bond markets after a period of heavy selling that has lasted for 
much of the year to date.            
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Europe – Lagarde lays out the exit path from negative rates     

Major Events and Data Releases 

Date Event Survey Prior 

30-May EZ – EU Commission sentiment (DI, May) 104.9 105.0 

31-May UK – M4 ex OIFCs (%3m saar, Apr) -- 5.7 

 EZ – CPI (%YoY, May) 7.7 7.5 

 EZ – Core CPI (%YoY, May) 3.5 3.5 

1-Jun EZ – Unemployment (%, Apr) 6.7 6.8 

2-Jun EZ – PPI (%YoY, Apr) 38.9 36.8 

3-Jun EZ – Retail sales (%YoY, Apr) 5.1 0.8 

    

 Source: Bloomberg 
 

It has been an interesting week in Europe. In the eurozone there has been a 
slew of ECB speakers. Most have been happy to line up behind President 
Lagarde who detailed the path out from negative rates in an ECB blog post at 
the start of the week. She indicated a hike in July and another in September. 
This would leave the deposit rate at 0.0%. We expect that the next set of ECB 
forecasts, to be presented at the June meeting, will lay the groundwork for the 
hike by projecting inflation at 2% by the end of the forecast horizon. In the UK 
the main action was on the fiscal side. The Chancellor announced a £15bn 
package to shield UK consumers from rising energy bills. We had expected 
an announcement but later in the year. The announcement will certainly help 
lower the likelihood of a recession in the UK against the backdrop of a historic 
cost of living squeeze. How much the spending will add to inflation is up in the 
air, as how the ONS deals with such subsidies is dealt with on a case by case 
basis.  
 
Outlook 
With the ECB meeting on 9 June, it will be much quieter in terms of ECB 
speakers this coming week. On the data front the focus will be on prices. First 
up will be German and Spanish prices on Monday, followed by French and 
Italian prices on Tuesday just ahead of the eurozone measure. Eurozone 
inflation is expected to creep higher in May at the headline level, while core 
CPI should be unchanged at 3.5%YoY. Even if the headline CPI were to ease, 
it is unlikely to make much difference to the upcoming ECB meetings. There is 
a strong desire to get negative rates in the rear view mirror and to have more 
normal policy settings. The ECB will also release unemployment data for April. 
Labour markets have been resilient early in the year despite the disruptions to 
activity from supply chain strains and the Russian invasion of Ukraine. The 
firmness of the labour market is one factor behind the ECB’s confidence that 
now is the time to push ahead with the exit from negative rates.   
 
In the UK it will be a quiet close to the week with markets closed on both 
Thursday and Friday, for back-to-back bank holidays as the country 
celebrates the Queen’s Platinum Jubilee.             

colin.asher@mhcb.co.uk  

mailto:colin.asher@mhcb.co.uk


 
Mizuho Bank, Ltd. | Mizuho Global Weekly 
 
 
 

 
 
 
 
 
Mizuho Global Weekly Mizuho Bank, Ltd.   5 / 8 
 

China – More stimulus to counter downside risks 

Major Events and Data Releases 

Date Event Survey Prior 

31 May Mfg PMI (DI, May) 49.0 47.4 

 Non-mfg PMI (DI, May) 45.0 41.9 

1 Jun Caixin China PMI Mfg (DI, May) 49.5 46.0 

    

Source: Bloomberg 
 

CNH spot tumbled to a 1-week low, as USD/CNH pushed up to 6.7856 on 
mounting fears of a growth slowdown. Early in the week, Chinese Premier Li 
announced 33 measures to stabilize growth, covering 6 areas including tax 
rebates and unemployment support schemes. Specifically, the government 
will increase the tax rebate by CNY 140bn and the total annual amount will 
reach CNY 2.64tn. The PBoC will also boost loan support to small and micro 
enterprises. Afterwards he held a rare video call to urge thousands of officials 
across the nations to stabilize growth and protect employment. Premier Li 
admitted that the recent economic shock was somewhat more severe than the 
pandemic outbreak in 2020, and pointed out that it is the decisive time to 
determine the annual growth trend. His warning on downside risks fuelled 
fears of a slowdown and opens the door for further easing in coming months.  

Externally, several major central banks such as the ECB and RBNZ turned 
more hawkish and the widening monetary divergence between PBoC and 
other central banks knocked the simulated CFETS RMB basket index towards 
the 100 level. Meanwhile, the PBoC maintained daily reverse repo operations 
of CNY 10bn and kept net liquidity injections neutral over the week. In the 
offshore RMB market, CNH liquidity condition remained ample and 3Y 
CNH-CCS slid to its 2-month low of 3.24%. 

 
Outlook 
The very weak data for April proved to be the trigger for a stimulus package 
and completely shifts the policy focus to pro-growth from regulatory tightening. 
The PBoC cut the 5Y Loan Prime Rate (LPR) to support the property sector 
but the move is not enough to stabilize growth and under-delivery remains the 
key risk. Chinese data for May and June will be particularly important to 
evaluate the impact of recent stimulus and judge the trajectory of China 
annual growth. The upcoming China PMIs for May will be scrutinized to 
assess the progress of reopening and the impact of recent pro-growth 
measures. We look for rebounds in the PMIs but the readings will likely 
remain below the 50 level. On the FX side, the top leaders’ message to 
support growth should reinforce PBoC’s easing bias and the widening 
monetary policy divergence between PBoC and other major central banks will 
likely leave the CNY against USD and RMB basket index on the back foot.  
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EM Asia – Slowing growth 

Major Events and Data Releases 

Date Event Survey Prior 

30~31-May Vietnam Trade Balance ($mn, May) 400 1069 

  Vietnam Ind’ Production (%YoY, May) -- 9.4 

  Vietnam CPI (%YoY, May) 2.8 2.6 

30-May Thailand Mfg Production (%YoY, Apr) 1.3 -0.1 

31-May Australia C/A Balance (A$bn, Q1) 13.3 12.7 

  India GDP (%YoY, Q1) 3.8 5.4 

  Korea Ind’ Production (%YoY, Apr) 3.0 3.7 

1-Jun Australia GDP (%QoQ, Q1) 2.9 4.2 

  Korea Trade Balance ($mn, May) -2500 -2508 

2-Jun Australia Trade Balance (A$mn, Apr) 9000 9314 

  Indonesia CPI (%YoY, May) 3.6 3.5 

  Singapore PMI (May) -- 50.3 

3-Jun Korea CPI (%YoY, May) 5.1 4.8 

 Singapore Retail Sales (%YoY, Apr) 10.1 8.7 

    

Source: Bloomberg 
 

Most EM Asian currencies (with the exception of INR and PHP) found some 
footing versus USD this week, against a backdrop of improving risk appetite. 
KRW and IDR led gains even though central bank action and forward 
guidance from BoK and BI were vastly different. BoK’s inflation focus and 
talks of a potential 50bp hike put it squarely in the hawkish camp. By contrast, 
BI’s action, in terms of raising the magnitude of the reserve requirement ratio 
to 9% from 6.5% by September, was a poor substitute for rate hikes. BI’s 
forward guidance remained sanguine although it did entertain the possibility of 
future rate hikes. We expect BI will not be afforded a lengthy runaway and will 
be forced into hiking rates in June, following key global central banks. 
   
Outlook 
Meanwhile, RBA’s course will not be deterred even with a softer Q1 GDP of 
~3% from 4.2% in Q4 ‘21. Private consumption remained supportive while 
commodity tailwinds supported net exports and capex, especially in the 
mining sector. With social restrictions eased in Q1, services sector growth 
normalized further, albeit not to the same extent as Q4.  

Elsewhere, Q1 GDP for India decelerating to sub-4% (Mizuho: 3.9%) from 
5.4% in Q4 is not a huge disappointment in and of itself. At least not insofar as 
high base effects cast the ongoing recovery in an unflattering light. 
Nonetheless, where soft spots reflect the supply-side pain from sharply high 
oil prices and food inflation coming through the pipeline, and monetary policy 
may be forced to get inconveniently and uncomfortably restrictive, downside 
risks to growth mount. The economic trade-offs are sharp. A 2022 growth 
downgrade (Mizuho: -0.8%-pt to 7.1%) looks almost unavoidable.  

lavanya.venkatesawaran@mizuho-cb.com 
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Latin America – Colombia’s presidential election in focus 

Major Events and Data Releases 

Date Event Survey Prior 

31-May Chile Industrial Production (%YoY, Apr) -- 0.8 

 Chile Retail Sales (%YoY, Apr) -- 11.2 

1-Jun Chile Economic Activity Index (%MoM, Apr) -- 1.6 

 Peru CPI (%YoY, May) -- 7.96 

2-Jun Brazil GDP (%QoQ, 1Q) -- 0.5 

3-Jun Brazil Industrial Production (%MoM, Apr) -- 0.3 

4-Jun Colombia CPI (%YoY, May) 9.14 9.23 

    

Source: Bloomberg 
 

In the absence of fresh hawkish surprises in the latest Fed meeting minutes, 
Latin American currencies found room to continue their rebound against the 
US dollar this past week. We note, however, that the Mexican peso has been 
underperforming during positive market periods and outperforming in adverse 
conditions, a trend we expect to continue in the upcoming weeks. And while 
the Brazilian real, the Chilean peso, and the Colombian peso have benefited 
the most from higher risk appetite, they are more vulnerable to sudden 
changes in sentiment. Datawise, Brazil’s mid-month CPI for May came in 
higher than expected, suggesting that the inflation outlook remains 
challenging and putting pressure on the central bank to extend its tightening 
cycle. Elsewhere, Mexico’s final reading on Q1 GDP showed a slightly better 
growth rate of 1.0%QoQ than the preliminary estimate had suggested. Finally, 
Peru’s GDP grew by 3.8%YoY in the first quarter, accelerating slightly from a 
3.2%YoY advance in the prior quarter. The outturn was in line with 
expectations. 

Outlook 
Brazil’s Q1 GDP print is the highlight of the relatively light data schedule of the 
week ahead in Latin America. The latest data suggest that private 
consumption has picked-up, which likely helped the Brazilian economy to gain 
traction in the first months of 2022. Indeed, the broad retail sales index, which 
includes automobile and building material sales, rose 2.3%QoQ in Q1, more 
than erasing a 1.8%QoQ decline in the fourth quarter. The service sector has 
also strengthened as the economy reopens after the Omicron wave. But 
manufacturing will curb growth. The sector continues to face high production 
costs and input supply problems. 
 
Elsewhere, Colombia will hold presidential elections this weekend. Recent 
polls have shown that leftist Senator Gustavo Petro no longer enjoys a clear 
path to victory. Independent Rodolfo Hernandez has been rising in the polls 
more recently, trailing conservative Federico Gutierrez. Importantly, the 
surveys suggest that a runoff against Hernandez would be extremely 
competitive, as his anti-establishment campaign could attract voters from 
across the political spectrum. 
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