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Weekly Highlights 

 

 Recession risks rise as Powell calls inflation fight “unconditional” 

 Drop in UST yields keeps USD on the back foot 

  

 New low for JPY but falling UST yields sees it end week off the lows   

 Heavy data week to indicate a slower slowdown in Japan 

 

 EUR grinds higher, as risk assets rise 

 UK inflation at multi-decade high. UK consumers under pressure 

 

 RMB treading water near 6.70 

 China PMIs to rebound amid re-opening 

 

 Vietnam on healthy GDP growth path while inflation ascends 

 Korea’s headwinds intensify as trade deficit deepens 

 

 Fears of global recession keep a lid on Latin American currencies 

 Colombia’s central bank to deliver an outsized rate hike 
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US – Recession watch 

Major Events and Data Releases 

Date Event Survey Prior 

27-Jun Durable goods orders (%MoM, May) 0.1 0.5 

 Core Durable goods shipment (%MoM, May) -- 0.8 

28-Jun Trade balance ($bn, May) -101.7 -106.7 

 House prices (%YoY, Apr) 21.2 21.2 

 Consumer confidence (DI, Jun) 100.0 106.4 

30-Jun Jobless claims (k) -- 229 

 Consumer income (%MoM, May) 0.5 0.4 

 Core PCE deflator (%YoY, May) 4.8 4.9 

1-Jul ISM m’fact (DI, Jun) 55.4 56.1 

 Vehicle sales (mn saar, Jun) 13.55 12.68 

    

Source: Bloomberg 

 
Despite a lack of data, it has still be an interesting week against a backdrop of 
rising recession risks. What little data there were supported the idea of darker 
times ahead. The housing market is rolling over rapidly in the face of a surge in 
mortgage costs and the PMIs dropped sharply. Powell stuck to his guns in his 
semi-annual testimony to Congress and called the fight against inflation 
“unconditional”. Certainly the elevated level of current inflation, which will likely 
require multiple rate hikes to bring under control is a key factor in recession bets. 
It is sufficiently elevated that it will be some time before the FOMC can look at 
the employment side of the mandate. Inflation remains front and centre for now. 
Last week, the Fed’s Waller suggested that he would vote for a 75bp hike in July 
and this week Bowman did likewise saying that 50bp hikes would be appropriate 
from September. While debt markets have focused on recession and UST yields 
have dropped, equity markets have focussed on lower yields and have rallied. As 
yields elsewhere have declined too spreads have not moved significantly and the 
DXY index is lower on the week.       
 
Outlook 
There will be a lot of focus on the Conference Board’s consumer confidence 
report this week. High inflation is crushing consumer sentiment. What is key here 
is how the weaker sentiment translates into actual behaviour. The clearest signs 
of rolling over are in housing. It is likely too early to see similar signs of a 
slowdown in consumer spending for May. The ISM for June will also be a key 
report. With the economy potentially at an inflexion point the more forward 
looking indicators will be of more interest. The PMI reports in the eurozone, the 
US and the UK were all unambiguously weak. We see the risks for the 
consensus call for the manufacturing PMI to edge lower as on the downside – a 
bigger drop looks likely. One positive for manufacturing is likely to be autos. The 
sales data here are among the first hard data points that we get each month and 
the uptick likely reflects supply-side improvement rather than saying anything 
about demand. Fed commentary will also be closely watched to see if the 
consensus is coalescing around a 75bp hike at the 27 July meeting. We expect 
that it will be. Current market pricing for the meeting is 70bp. The pricing of the 
terminal rate for Fed funds has been highly volatile over the last week, but 
currently sits around 3.5%, having been over 4% earlier in the week.       
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Japan – JPY still the focus, despite the heavy data schedule 

Major Events and Data releases 

Date Event Survey Prior 

29-Jun Retail sales (%MoM, Jun) 1.0 1.0 

 Consumer confidence (DI, Jun) 34.8 34.0 

30-Jun Industrial production (%MoM, Jun) -0.3 -1.5 

 Housing starts (%YoY, May) 1.6 2.2 

1-Jul Tokyo CPI (%YoY, Jun) 2.5 2.4 

 Tokyo Ex ff&e CPI (%YoY, Jun) 1.0 0.9 

 Unemployment (%, May) 2.5 2.5 

 Tankan – lge m’fact sentiment (DI, Q2) 13 14 

 Tankan – lge non m’fact sentiment (DI, Q2) 13 9 

 Tankan capex FY22 (%YoY, Q2 8.3 2.2 

    

Source: Bloomberg 
 

The currency remains a key focus for investors given the BoJ’s determined 
defence of YCC and on-going rate hikes elsewhere. USD/JPY pushed up to a 
new record high taking out stops as it pushed up above 136.50 on Tuesday. 
However, the plunge in 2yr UST yields later in the week saw the pair dip below 
134.50. The yen ends the week little changed against the US dollar but down 
against the rest of the G10. On Friday the CPI data supported the BoJ’s 
refusal to contemplate higher policy rates/yields. Headline was firm and above 
target at 2.5%YoY, but the ex fresh food and energy measure that better 
reflects domestic pressures remains well below target at just 0.8%YoY. Both 
the BoJ and the private sector see Japanese inflation back below target next 
year when the impact of energy prices fades. Consequently, it remains logical 
for the BoJ to continue to defend YCC.        

Outlook 
The distinct lack of policy tightening in Japan is setting it up for economic 
outperformance in H2. The data in the coming week should go some way to 
underscoring that. The Tankan should see manufacturing sentiment little 
changed amid weak overseas growth and domestic sentiment buoyed by 
re-opening demand. The currency forecasts will be interesting given the 
recent surge in USD/JPY. The capex forecast is likely to jump as it usually 
does at the start of the fiscal year. There are few signs of weaker demand in 
Japan to date. Industrial production is seen remaining soft amid weak 
overseas demand, especially from China. Supply side issues likely weighed 
on auto output too. Re-opening in China should help boost activity/exports in 
H2. The Tokyo CPI data cover June and are likely to indicate current 
pressures remain elevated at the headline level but much less so when 
energy and fresh food are excluded. Consumer confidence is seen edging 
higher as the impact of lockdown fades in sharp contrast to consumer 
confidence elsewhere. The weekly flows data from MoF will remain of interest 
given the heavy volatility in the most recent report that covered the week in 
the run up to the BoJ meeting.              
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Europe – Eurozone inflation the focus     

Major Events and Data Releases 

Date Event Survey Prior 

29-Jun EZ – Money supply (%YoY, May) 5.8 6.0 

 EZ – Econ confidence (DI, Jun) 103.0 105.0 

30-Jun EZ – Unemployment (%, May) 6.8 6.8 

1-Jul EZ – CPI (%YoY, Jun) 8.4 8.1 

 EZ - Core CPI (%YoY, Jun) 3.9 3.8 

 UK – M4 ex OIFCs (%3m saar, May) -- 5.0 

    

 Source: Bloomberg 
 

It has been a bad week for incumbents, with French President Macron losing 
his majority in parliament and with the UK government losing two by-election 
seats - one by a record swing against the government. Politics have not really 
been front and centre and have had limited impact on markets so far this 
week. Energy security has pushed up the agenda this week as German has 
implemented stage 2 of its national gas emergency plan against a backdrop 
of reduced supplies from Russia.  
 
In the UK the data have been soft with inflation remaining above target 
pushing up to a 40-year high and consumer confidence and retail sales both 
weak. The former only dipped slightly but it was enough to decline to a record 
low, with rising prices clearly weighing on activity. The latter makes a decline 
in Q2 GDP even more likely, even as the elevated inflation rate suggests a 
50bp move at the early August MPC meeting. Norges Bank hiked its policy 
rate by 50bp. The Riksbank looks set to join the 50bp club next week leaving 
just the BoJ, the ECB and the BoE still taking it slow in terms of the speed of 
policy tightening. Both the BoE and the ECB seem likely to join the 50bp club 
in Q3, although comments from Guindos suggests that it will be September 
for the ECB as guidance for a 25bp hike in July was “firm”.      
  
Outlook 
The eurozone dominates the data this week, with the focus on unemployment 
and inflation. Both German and French central bankers have warned about 
falling behind the curve in recent days. The CPI is due on Friday but national 
releases will be out in the preceding days. Headline CPI is seen pushing 
higher still reaching 8.3%YoY, while core is seen little changed around 
3.8%YoY. The Spanish cabinet will meet over the weekend to discuss 
extending existing measures to help support consumers and limit inflation in 
the face of surging energy costs. This has been a feature of the year, as 
governments incrementally ease fiscal policy. This will help support 
consumption and boost debt. The ECB’s annual meeting at Sintra takes place 
early in the week. We expect the narrative will primarily be about bringing 
inflation under control rather than thoughts about any impending slowdown. 
The highlight will be a panel on Wednesday that includes the ECB’s Lagarde, 
the Fed’s Powell, the BoE’s Bailey and Carstens, head of the BIS.            
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China – RMB treading water around 6.70 

Major Events and Data Releases 

Date Event Survey Prior 

27-Jun Industrial Profits (%YoY, May) -- -8.5 

30-Jun Mfg. PMI (DI, Jun) -- 49.6 

 Non-mfg. PMI (DI, Jun)  -- 47.8 

1-Jul Caixin China PMI Mfg. (DI, Jun) -- 48.1 

    

Source: Bloomberg 
 

CNH spot trod water around the 6.70 handle as market participants awaited 
upcoming data to assess the growth outlook amid reopening. Despite the 
pick-up in infected cases in China, the reopening in Shanghai remains on 
track. The CNH implied volatility curve fell as FX flow turned more two-way. 
The return of banking staff amid the Shanghai reopening should also help 
improve CNY market liquidity. On the policy front, Chinese Premier Li urged 
consumption, especially automobile purchases. The State Council meeting 
projected that the boost to automobile and related consumption could reach 
~CNY 200bn.   

Onshore CNY liquidity conditions were ample, as the 7-day onshore interbank 
repo rate remained subdued at 1.8%, which was well below the 7-day reverse 
repo rate of 2.2%. Despite the ample liquidity, the PBoC ramped up its net 
liquidity injection to CNY 50bn to prepare for the liquidity squeeze at half-year 
end. The PBoC also left its 1Y and 5Y Loan Prime Rates (LPRs) unchanged 
as expected. In the offshore market, the 3Y CNH-CCS rate retreated to near 
3% as UST yields fell on increasing recession risk. 

 
Outlook 
We look for less choppy RMB trading, as the gradual reopening in Shanghai 
and the introduction of pro-growth measures help contain fears of a growth 
slowdown. Softening USD upside momentum should also provide CNH with 
some relief. On the data front, China PMIs for June will be scrutinized for any 
further improvement in economic activity following the Shanghai reopening 
and the introduction of pro-growth measures. We expect the China 
manufacturing PMI to return to expansionary territory above the 50 level, 
alongside the production restoration and improving logistic conditions. 
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EM Asia – Headwinds abound 

Major Events and Data Releases 

Date Event Survey Prior 

27~30-Jun Vietnam GDP (%YoY, Q2) 6.0 5.0 

  Vietnam CPI (%YoY, Jun) 3.1 2.9 

  Vietnam Trade Balance ($bn, Jun) -- -1730 

  Vietnam Retail Sales (%YoY, Jun) -- 22.6 

27-Jun Thailand Trade Balance ($mn, May) -1150 -1908 

29-Jun Australia Retail Sales MoM (May) 0.3 0.9 

 30-Jun Korea Industrial Prod’n (%YoY, May) 3.5 3.3 

  Thailand Current Account ($bn, May) -- -3351 

1-Jul Korea Trade Balance ($mn, Jun) -- -1710 

 Indonesia CPI (%YoY, Jun) 4.1 3.6 

    

Source: Bloomberg 
 

Neither BI nor BSP delivered any surprise rate moves. BI stayed on hold and 
BSP hiked by 25bp. We had expected BI to deliver a 25bp hike, which did not 
materialise. Instead, BI chose to sound marginally more hawkish alluding to 
building inflationary pressures. It highlighted that rate hikes were in the 
pipeline but would be trigged based on the data and the situation. In effect, BI 
is delaying the inevitable rate hikes into Q3 as means to buy itself more time 
to support growth. The absence of wild swings in the currency (IDR) so far 
has allowed BI to adopt the multi-pronged strategy. By contrast, BSP has 
indicated that it is "just starting" the normalisation cycle and it remains focused 
on inflation containment. We expect that BSP will hike its policy rate by 
another 75bp this year, 25bp at each of the three remaining meetings from 
August to November. This will take the policy rate to 3.25% by end-2022 from 
2.50% presently. 
   
Outlook 
Vietnam's Q2 GDP growth looks set to post another steady if not stellar 
performance following on from 5% growth in Q1. Industrial production 
increased almost 10% YoY over April-May as manufacturing output continued 
ramping up while retail sales expanded 17.5% underpinned by both steady 
goods sales and exceptional growth in accommodation and food and 
beverage services. Vietnam's headline inflation will likely creep up from the 
2.9%YoY posted in May especially amid continued rise in petrol and diesel 
prices. 

The Bank of Korea upgraded its 2022 inflation forecast this week by stating 
that it will exceed the 4.5% projection in May, though a point estimate eluded. 
In addition, external headwinds are increasingly manifesting as preliminary 
data showed that trade balance in June looks like to record a deep deficit. 
With their policy rate differential vis-à-vis the Fed being swiftly diminished, 
pressures on the KRW look unlikely to be lifted. In our view, the BoK looks 
increasingly likely to undertake a 50bp policy rate hike in July to arrest 
inflation and dampen capital outflow risks. 

boonheng.tan@mizuho-cb.com 

mailto:boonheng.tan@mizuho-cb.com


 
Mizuho Bank, Ltd. | Mizuho Global Weekly 
 
 
 

 
 
 
 
 
Mizuho Global Weekly Mizuho Bank, Ltd.   7 / 8 
 

Latin America – Recession worries undermine Latin American currencies 

Major Events and Data Releases 

Date Event Survey Prior 

30-Jun Chile Industrial Production (%YoY, May) -- -3.6 

 Chile Retail Sales (%YoY, May) -- 19.9 

 Colombia Overnight Lending Rate (%) 7.5 6.0 

 Argentina Econ. Activity Index (%MoM, Apr) -- -0.7 

1-Jul Chile Economic Activity Index (%MoM, May) -- -0.3 

 Peru CPI (%YoY, Jun) -- 8.09 

    

Source: Bloomberg 
 

Global financial markets continued to witness jittery days with strong 
fluctuations this past week. As a result, Latin American currencies were on 
track to post further weekly losses against the US dollar. COP was leading the 
depreciation pack as the election of Gustavo Petro last weekend added 
pressure to the currency. Investors are anxiously waiting to know who will be 
the next finance minister. Elsewhere, CLP was on track to post its third weekly 
loss in a row. The currency is down by almost 10% this month. Growing fears 
of a global recession have pushed copper prices sharply lower. Importantly, 
CLP has entered oversold territory, which could limit the scope for further 
losses. We expect the current market dynamics of elevated volatility to 
continue into the second half of the year as major central banks further raise 
interest rates to contain inflation, exerting downward pressure on growth. 
Importantly, the support provided by high domestic interest rates to Latin 
American currencies tends to decrease amid a cloudy global outlook and 
higher risk aversion, meaning carry trade flows will be smaller and 
shorter-lived.        

Outlook 
The data calendar will lose relevance in the week ahead. Argentina and 
Chile’s economic activity indices are among the few highlights. The data is 
expected to reinforce the view that Latin American economies will lose 
significant momentum this year. The positive effects of higher commodity 
prices are expected to be outweighed by stubbornly high inflation, weaker 
sentiment, and increasing domestic and global interest rates. The growth 
outlook for next year is even more challenging as past rate hikes will feed 
through and global growth will continue to slow.  
   
Meanwhile, on the monetary policy front, the central bank of Colombia is 
expected to step up its fight against inflation with an outsized rate hike on 
Thursday. Although recent CPI data suggest inflation may have finally peaked, 
it remains uncomfortably high. More importantly, core inflation is still trending 
higher, indicating that price pressures remain broad-based and high inflation 
could become persistent. Furthermore, the recent victory of leftist former 
guerrilla Gustavo Petro to the presidency has caused the Colombian peso to 
depreciate sharply. Investors are worried that his election could mark a 
departure from the business-friendly economic model pursued by Colombia in 
the last two decades. 
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