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Weekly Highlights 

 

 In-line CPI, risk rally - leave greenback under pressure 

 Heavy data week. Earnings season gets underway 

  

 BoJ speculation drives JPY higher 

 BoJ to leave YCC & policy rate unchanged, but ops tweak is possible 

 

 United front from the ECB helps EUR push higher 

 Heavy UK data week in focus 

 

 China Covid resurgence to suppress data 

 PBoC to leave in policy rates unchanged 

 

 BNM will pick up where it left off in 2022, with a 25bp rate hike 

 BI’s 25bp rate hike will need to convince of unwavering hawkishness 

 

 LatAm currencies continue to strengthen. Risk of a pullback 

 Sparse data calendar in the week ahead in Latin America 

 

  

  

 Contact details: 
 
Colin Asher 
Senior Economist,  
European Treasury Department 
colin.asher@mhcb.co.uk 
Tel: +44 20-7012-5262 
 
 
Ken Cheung 
Chief Asian FX Strategist,  
East Asia Treasury Department 
ken.cheung@mizuho-cb.com 
Tel: +852 2306-3352 
 
 
Luciano Rostagno 
Chief Strategist,  
Treasury Banco Mizuho do 
Brasil S.A. 
luciano.rostagno@mizuhogroup.com 
Tel: +55 11 5504-9981 
 
 
Vishnu Varathan 
Head, Economics & Strategy,  
Asia & Oceania Treasury 
Department 
vishnu.varathan@mizuho-cb.com 
Tel: +65 6805-4244 
 
 
Lavanya Venkateswaran 
Economist,  
Asia & Oceania Treasury 
Department 
lavanya.venkateswaran@mizuho-cb.com 
Tel: +65 6805-4247 
 
Tan Boon Heng 
Economist,  
Asia & Oceania Treasury 
Department 
boonheng.tan@mizuho-cb.com 
Tel: +65 6805-4246 
 

 
 
 
 
 
 
 
 
 

Mizuho Global Weekly 
 
 January 13, 2023   
 

 



 
Mizuho Bank, Ltd. | Mizuho Global Weekly 
 
 
 

  
 
 
 
 
 
Mizuho Global Weekly Mizuho Bank, Ltd.   2 / 8 
 

US – Heavy data week and earnings due     

Major Events and Data Releases 

Date Event Survey Prior 

17-Jan Empire manufacturing index (DI, Jan) -8.3 -11.2 

18-Jan Retail sales (%MoM, Dec) -0.8 -0.6 

 Ex auto retail sales (%MoM, Dec) -0.5 -0.2 

 PPI (%MoM, Dec) -0.1 0.3 

 Industrial production (%MoM, Dec) -0.1 -0.2 

 NAHB housing index (DI, Jan) 31 31 

 Fed’s Beige Book -- -- 

19-Jan Philly Fed manufacturing index (DI, Jan) -10.0 -13.7 

 Jobless claims (k) 211 205 

 Housing starts (%MoM, Dec) -5.1 -0.5 

20-Jan Existing home sales (%MoM, Dec) -3.4 -7.7 

    

Source: Bloomberg 

 
US inflation was in line with expectations (YoY rates continue to ease) and Powell 
said nothing policy related in his speech this week giving markets the green light 
to price out hikes. US equities have soared and US yields have dropped. The 
greenback has dropped against all G10 currencies. In addition to the positive 
inflation data, a number of Fed speakers were on the docket this week. Most 
sounded content to see a slower pace of rate hikes going forward, although they 
stuck to the narrative that rates need to go above 5.0% and remain there through 
end 2023. The odd speaker, like Bullard, stuck with his view on the need for speed 
and said he wanted rates to move above 5.0% as soon as possible. It looks like 
a growing number of the FOMC would be content with a 25bp hike at the 
upcoming meeting. Market pricing of the peak in the US policy rate is now just 
4.90% in June with a 25bp cut by the September meeting.          
 
Outlook 
The Fed releases the Beige book on Wednesday, which heralds in the quiet 
period ahead of the 1 February FOMC meeting. The most interesting Fed 
speeches in the coming week will be from Williams and Logan, neither of whom 
we have heard from yet this year. There is also a good deal of data due next week 
starting on Tuesday after Monday’s Martin Luther King holiday. On the whole the 
activity data look likely to be soft with retail sales, industrial production and 
housing numbers all weakening on the month. That said the more forward-looking 
sentiment indices are seen flat (NAHB) or improving (Philly Fed and Empire 
State). 30-year US mortgage rates peaked at 7.35% in November and are 
currently back ~ 6.3%. US natural gas prices are down over 10% in the year to 
date, while US gasoline prices are flat vs mid-December but are nonetheless back 
around Feb-22 levels ~$3.9/gallon after peaking just below $5.50 in June 2023. 
Some of the pressures on consumers are easing. Earnings season picks up 
speed next week. One focus in earnings for the Fed will be margins. The easier 
the corporate sector finds it to maintain margins, the more the Fed will need to do 
in terms of tightening policy. Oil prices pushed higher on the week even as natural 
gas prices dropped.            
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Japan – BoJ speculation at fever pitch 

Major Events and Data releases 

Date Event Survey Prior 

16-Jan PPI (%YoY, Dec) 9.5 9.3 

18-Jan Machinery orders (%MoM, Nov) -1.3 5.4 

 BoJ meeting (%) -0.1 -0.1 

19-Jan Trade balance, sa (¥bn, Dec) -1630 -1732 

 Exports (%YoY, Dec) 11.0 20.0 

 Imports (%YoY, Dec) 22.6 30.3 

20-Jan CPI (%YoY, Dec) 4.0 3.8 

 Ex ff&e CPI (%YoY, Dec) 3.1 2.8 

    

Source: Bloomberg 
 

Mid-week there was a press report that the BoJ would make tweaks to YCC at 
the upcoming meeting. The December tweak has only worsened JGB market 
functioning. Indeed, on both Thursday and Friday the BoJ bought record 
amounts of JGBs in its unlimited purchase operations. The BoJ may have hoped 
that the 20 December YCC tweak would improve market functioning but if 
anything it has made it worse. The fact that the JGB market is functioning so 
poorly adds credence to the press report of a tweak. Indeed, there is a (very) 
small minority forecasters that see YCC being abandoned at the upcoming 
meeting. This speculation has led to the yen outperforming this week, with 
USD/JPY further undermined by the CPI report in the US. The yen is the best 
performing G10 currency on the week and is back down below 128.0, it’s lowest 
since early June last year. The seasonally-adjusted current account data also 
came in very strong and hints that the worst of Japan’s trade deficit woes are 
behind it as energy prices ease and global travel picks up boosting inbound 
tourism.                  

Outlook 
The main focus in the week ahead is the BoJ meeting. Speculation is intense. 
Our view is that the BoJ will leave major adjustments to the new Governor, who 
will be in situ for the April meeting. We see the policy rate and the YCC bands 
as unchanged at the meeting but some changes to BoJ ops seems quite likely 
given how the market is functioning. The BoJ may do something along the lines 
of extending unlimited buying ops beyond the 7~10yr sector. The BoJ is also 
due to deliver new forecasts at the upcoming meeting. The press have noted 
upward revisions to the CPI forecasts for FY23 and FY24 are likely. While the 
forecasts will not likely exceed the 2% target level, they are getting close and 
will likely further encourage speculation of a policy change in due course. 
Inflation fears will be further fanned by the release of the national CPI on Friday. 
It is seen pushing sharply higher in December, as the Tokyo CPI did last week. 
In addition to the policy meeting and the CPI, the trade data are due. Japan is 
slowly re-opening and energy prices are moving lower. Both these factors 
should help improve the trade balance, as should the re-opening of China, which 
will provide both tourists and markets for Japanese exports. The on-going 
improvement in the trade accounts will keep supporting the yen. However, with 
China re-opening, it likely adds to pressure on commodity prices down the line 
and there will be limits to how far the improvement in the trade balance will run.                    
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Europe – ECB speakers keep EUR well supported         

Major Events and Data Releases 

Date Event Survey Prior 

17-Jan GE – ZEW expectations (DI, Jan) -15 -23.3 

 UK – Payrolled employees (k, Dec) 63 107 

 UK – Average earnings (3m%YoY, Nov) 6.2 6.1 

 UK – Unemployment (3m%, Nov) 3.7 3.7 

18-Jan EZ – Construction output (%MoM, Nov) -- 1.3 

 EZ – New car registrations (%YoY, Dec) -- 16.3 

 UK – CPI (%YoY, Dec) 10.5 10.7 

 UK – Core CPI (%YoY, Dec) 6.2 6.3 

19-Jan EZ – Current a/c, sa (€bn, Nov) -- -0.4 

 UK – RICS house prices (DI, Dec) -30 -25 

20-Jan UK – Consumer confidence (DI, Jan) -41 -42 

 UK – Retail sales (%MoM, Dec) 0.5 -0.4 

    

 Source: Bloomberg 
 

It was a decent week for EUR and GBP, with EUR outperforming. Much of the 
gains came in the wake of the US CPI report on Thursday. From an ECB 
perspective, speakers remain quite unified on the need for more rate hikes and 
on the need for then to be sizable. The market continues to price a 50bp hike 
from the ECB in early February as a near certainty (48.5bp priced in). These is 
no notion of smaller hikes, as there is coming from Fed speakers. In the UK 
Catherine Mann remained hawkish but given her status as the lone hawkish 
voice, her comments had less market impact. The market is a little less certain 
that the BoE will hike 50bp at the early February meeting but it still seen as the 
most likely outcome by some margin, with 44bp of hikes priced in. UK GDP 
came in a little stronger than expected, although there were revisions to the 
back data. This boosts the chances that the UK will escape recession at the 
back end of 2022.   
 
Outlook 
There will be relatively little data out of the eurozone next week. New car 
registrations, the current account and the ZEW survey are due. The ZEW survey 
for Germany is seen jumping higher again. If the consensus 8-point jump to -15 
is realised this will leave the index far off the -60 low seen in September last 
year. There are a number of ECB speakers lined up to speak at Davos, including 
Lagarde. The ECB also publishes its account of the December policy meeting. 
In contrast, there is a heavy data schedule in the UK, which may influence the 
2 February policy meeting, at which the BoE will produce new forecasts. The 
labour market data will likely remain solid, with average earnings expected to 
nudge higher, the unemployment rate holding at 3.7% and payrolled employees 
rising but at a slower pace than last month. The CPI may ease at both headline 
and core levels but only modestly so. Data on house prices and consumer 
confidence and retail sales are also due. There are no UK BoE speakers due to 
talk about monetary policy due ahead of the policy meeting.          
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China – Covid resurgence to hit December data 

Major Events and Data Releases 

Date Event Survey Prior 

16 Jan 1Y MLF yield (%, Jan) 2.75 2.75 

17 Jan GDP (%YoY, Q4) 1.6 3.9 

 Retail Sales (%YoY, Dec) -9.0 -5.9 

 Industrial Production (%YoY, Dec) 0.2 2.2 

 Fixed Asset Investment YTD (%YoY, Dec) 5.0 5.3 

20 Jan 1Y LPR (%, Jan) 3.65 3.65 

 5Y LPR (%, Jan) 4.30 4.30 

 Trade Bal. (USD bn, Dec)   

    

Source: Bloomberg 
 

Spot CNH extended its rally to a 6-month high of 6.7146 before settling around 
6.72 amid the China reopening and USD sell-off. Seasonal FX purchase flows 
from exporters before the Chinese New Year also boosted CNH. China 
reopening optimism held up, while the simulated RMB basket index settled 
around the 103 level. The China data for December were suppressed by the 
massive surge in Covid infections, while the RMB market was largely muted. 
The Covid resurgence caused an economic shutdown and dampened credit 
activities. Money supply M2 growth decelerated to +11.8%YoY (vs. +12.3%YoY 
expected) from prior +12.4%YoY. Meanwhile, China CPI inflation for December 
accelerated modestly to +1.8%YoY as expected from +1.6%YoY, while PPI 
deflation eased less than expected to -0.7%YoY (vs. -0.1%YoY expected) from 
-1.3%YoY. The weakening China trade data reflected the softening external 
demand given rising recession risk for the global economy.  

Outlook 
We turned more cautious on the sharp RMB rally. The China reopening trade 
momentum is perhaps running too far. Indeed, the post-Covid recovery picture 
is not certain and the path may be different from other countries. The pent-up 
demand may come in softer than expected as the zero Covid policy lasting for 
3 years could dampen consumption demand structurally and cause long-term 
change in consumption patterns. Considering the downside risks for the 
economy and falling property prices, residents are struggling to make a living 
and may not have excessive savings for consumption without large government 
stimulus or subsidies like in western countries. Meanwhile, there are plenty of 
data to digest next week. The massive infection is set to suppress hard data for 
December. With extremely low traffic, retail sales are expected to tumble to -
9%YoY, while industrial production and fixed assets investment will likely soften. 
With the widespread lockdowns and subsequent massive infection, Q4 GDP will 
probably decelerate sharply to below 2% and the sequential growth will record 
a decline. We do not look for any changes in the policy rates this month, as the 
PBoC refrained from issuing strong easing signal.  
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EM Asia – BI & BNM sticking with 25bp hikes 

Major Events and Data Releases 

Date Event Survey Prior 

16-17 Jan Philippines O’seas Remittances (%YoYNov) 4.0 3.5 

16 Jan Indonesia Trade Balance ($mn, Dec) -- 5160 

  India Wholesale Prices (%YoY, Dec) 5.5 0.1 

17 Jan S’pore Non-oil Dom Exports (%YoY, Dec) -- -14.6 

18 Jan Indonesia BI 7D Reverse Repo (%) 5.75 5.50 

  Malaysia Trade Balance (MYR bn, Dec) -- 22.3 

19 Jan Australia Employment (%, Dec) -- 3.4 

  Malaysia BNM Overnight Policy Rate (%) 3.00 2.75 

  Philippines C/A ($mn, Dec) -- -756 

20 Jan Malaysia CPI (%YoY, Dec) -- 4.0 

    

Source: Bloomberg 
 

Lower US CPI inflation, on a headline and core basis, gave EM Asia FX a much 
needed boost. This coincided with continued optimism around China’s re-
opening which gave KRW, PHP, THB, MYR a further boost. THB was relatively 
insulated by the government’s flip-flopping on its vaccination policies for inbound 
tourists. KRW’s move was also supported by Bank of Korea raising its policy 
rate by 25bp, in a widely expected move, taking it to 3.50%.  
   
Outlook 
Bank Indonesia and Bank Negara Malaysia will follow in the footsteps of BoK 
with a 25bp rate hike. BNM will pick up from where it left off in 2022 with 
measured rate hikes aimed at narrowing the deeply negative BNM-Fed interest 
rate differential to backstop capital outflow risks and MYR depreciation. 
Simultaneously, a slower growth background, as underscored by the sequential 
slowdown in Q3 GDP, precludes BNM from aggressive rate hikes. A cloud of 
political uncertainty continued to lurk in the background as PM Anwar’s coalition 
holds only a slight majority.  

Arguably, the stakes are higher for BI. At its previous meeting on 22 December, 
BI dialled back the magnitude of rate hikes to 25bp from 50bp but did not 
succeed in convincing market participants that it would remain steadfastly 
hawkish in the face of sticky inflation. This led to some underperformance of IDR 
into end-2022. Even with US inflation easing, and expectations for the US Fed 
to dial back on the magnitude of rate hikes, BI will need to be vigilant of IDR 
depreciation risks as vulnerabilities have intensified. For one, commodity 
tailwinds are fading leaving the current account and fiscal balances more 
exposed. Improvements in relations between Australia and China will likely 
reduce Chinese demand for Indonesian coal. Even with these factors, domestic 
demand is strong, a risk that inflation expectations could become entrenched. 
Hence, the ball is in BI’s court to convince investors of unwavering hawkishness. 
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Latin America – Currencies continue to strengthen. Risk of a pullback 

Major Events and Data Releases 

Date Event Survey Prior 

17-Jan Colombia Retail Sales (%YoY, Nov) 2.0 1.9 

 Colombia Industrial Production (%YoY, Nov) -- 3.3 

18-Jan Colombia Econ. Activity Index (%YoY, Nov) -- 4.6 

19-Jan Mexico Retail Sales (%MoM, Nov) -- 0.7 

    

Source: Bloomberg 

 

Optimism about the Fed rate outlook and China's reopening kept sentiment 
buoyant in Latin American currency markets this past week. CLP was on track 
to post its fourth consecutive weekly gain against the greenback. Importantly, 
the currency has entered overbought territory, which may result in a short-term 
pullback. BRL has also had a good run in the last few weeks. However, lingering 
fiscal risks could limit the scope for the currency to continue strengthening. The 
real has been trading range bound between 5.00 and 5.50 since August last 
year (5.15 currently), a trend we expect to continue.    

Datawise, consumer prices in Argentina rose 5.10%MoM and 94.8%YoY in 
December, indicating that the administration's strategy to curb inflation through 
price freezes and FX controls has failed. Elsewhere, Brazil's CPI data for 
December came in higher than expected, rising 0.62%MoM. Yet, inflation 
continued to move lower on an annual basis, dropping from 5.90% in November 
to 5.79%, its lowest level since February 2021. Finally, consumer inflation in 
Mexico remained virtually unchanged in December at 7.82%YoY, in line with the 
market consensus. 

Outlook 
A very sparse data calendar week in Latin America is coming up, with no 
significant releases except for some activity indicators in Colombia and Mexico. 
Also, there will be no monetary policy decision in the region. Retail sales and 
industrial production in Colombia are expected to show that the economy is 
slowing down from its heated pace. However, significant economic imbalances, 
such as the wide current account deficit (6.7% of GDP), remain, contributing to 
keeping COP on the back foot and price pressures high. Fiscal policy needs to 
be further tightened to help stem inflation. But President Petro's populist appeal 
poses a risk. As past interest rate hikes hit domestic demand and the economy 
slows down, Petro may become inclined to increase public spending, 
postponing the necessary adjustment in the economy and making inflation 
entrenched. Finally, potential reforms that increase public provisions and 
weaken Colombia's business-friendly economic model could reduce long-term 
growth. Elsewhere, Mexico's tight monetary and fiscal policies will continue to 
weigh on domestic demand. 
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