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Weekly Highlights 

 

 Fed pushes back against “Slower means lower” for peak policy rate 

 Q4 GDP solid but sentiment softening in Jan. Earnings in focus 

  

 BoJ resists pressure to tighten.  

 JPY under pressure 

 

 ECB hawks remain in control, as recession bets priced out 

 Weak activity vs rising wages. Difficult territory for the BoE 

 

 China annual GDP rose 3% amid lockdowns 

 Onshore RMB market to close for a whole week 

 

 Malaysia and Indonesia trade data portends growth slowdown 

 BoT to proceed with 25bp hike amid tourism recovery 

 

 LatAm Currencies move lower. Recent rally being re-assessed 

 Colombia to hike further. Brazil and Chile to remain on hold 
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US – Fed pushes back against market’s “Slower is lower” view     

Major Events and Data Releases 

Date Event Survey Prior 

24-Jan M’fact PMI, flash (DI, Jan) 46.5 46.2 

 Services PMI, flash (DI, Jan) 46.0 44.7 

26-Jan GDP (%saar, Q4) 2.6 3.2 

 Trade balance ($bn, Dec) -88.8 -83.3 

 Jobless claims (k) -- 190 

 Durable goods orders (%MoM, Dec) 2.8 -2.1 

 Core goods shipments (%MoM, Dec) -- -0.1 

 New home sales (%MoM, Dec) -4.1 5.8 

27-Jan Personal spending (%MoM, Dec) -0.1 0.1 

 Core PCE deflator (%MoM, Dec) 0.3 0.2 

 U Michigan Consumer sentiment (DI, Jan) 64.6 64.6 (p) 

    

Source: Bloomberg 

 
This week has seen a number of Fed officials speak. In general most have 
suggested, either implicitly or explicitly, that that are happy with a slower pace of 
hikes at the upcoming February meeting (ie a 25bp hike). However, there has 
been some push back against the market view that “slower means lower” in terms 
of the terminal rate. While investors are pricing in a peak of 4.9%, most FOMC 
members have appeared to cling to the view that rates need to go above 5.0% in 
line with the December Dot Plot and then to stay there for a prolonged period. 
Lael Brainard’s speech was entitled “Staying the Course to Bring Inflation Down”. 
In terms of data, retail sales and industrial production were weak and the PPI also 
came in on the weak side. Housing data were less bad than expected. However, 
despite headline-grabbing layoff announcements, the claims data suggest that 
the labour market remains firm. US equity markets pushed higher early in the 
week but the tone softened in the wake of the poor data. UST yields initially dipped 
but rose on Thursday and Friday to end the week little changed. It was a bit of a 
mixed bag for the US dollar which was little changed in the week.   
           
Outlook 
Earnings season gets into full swing this week. Margins are a key macro focus as 
the higher they stay the more likely it is that the Fed sees the need to keep 
hiking/leave rates at an elevated level for a longer period. The Fed is hoping for 
some margin compression to help take the heat out of core inflation. On that front, 
the core PCE will be a key focus for investors this coming week. The consensus 
is for a 0.3%MoM gain, which is likely to keep the Fed in hiking mode. Aside from 
the PCE data the Q4 GDP report is due. The economy likely grew at a decent 
pace in Q4, rounding out a solid H2 22, after a poor start to the year. The flash 
PMI data are likely to indicate that the economy is already slowing at the start of 
this year, remaining below the 50 level. Other data on the week include jobless 
claims and durable goods. There are no Fed speakers this week as we are now 
in the traditional pre-meeting quiet period ahead of the 1 February meeting.               
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Japan – BoJ resists pressure to tighten 

Major Events and Data releases 

Date Event Survey Prior 

24-Jan M’fact PMI, flash (DI, Jan) -- 48.9 

 Services PMI, flash (DI, Jan) -- 51.1 

 Dept store sales (%YoY, Dec) -- 4.5 

26-Jan Services PPI (%YoY, Dec) 1.6 1.7 

27-Jan Tokyo CPI (%YoY, Dec) 4.0 3.9 

 Ex ff&e CPI (%YoY, Dec) 2.9 2.7 

    

Source: Bloomberg 
 

The BoJ was the main focus this week. In the end the BoJ left the main policy 
settings unchanged but introduced additional lending ops to provide cheap 
funds for banks to buy JGBs. This looks to have had some early success, with 
JGB yields lower on the week. Indeed, 2yr JGB yields are at a one-month low, 
while 10yr JGB yields ended the week ~40bp, well below the upper limit of the 
50bp upper YCC band. Swap spreads have also narrowed. The yen plunged on 
the back of the move but had recovered all the lost ground by the end of the day. 
On Friday, the core CPI hit a 41-year high. Speaking at Davos after the CPI 
release Kuroda noted that import prices were still the main driving force and that 
domestic pressures were still weak. JPY softened again on Friday and ended 
the week as one of the worst performing G10 currencies. There is also 
speculation that the government is looking at downgrading Covid to the same 
category as seasonal flu, which in turn would allow the BoJ to pencil out 
downside Covid risks and thus have a slightly more upbeat outlook. There is 
also hope that tourism from China will ramp up sharply from spring, adding to 
domestic spending.                      

Outlook 
The BoJ will remain a focus with the minutes of December policy meeting due 
on Monday. We found the BoJ’s rationale for the widening of the YCC bands 
(market functioning) unconvincing. We see political pressure as the main driver 
of the decision. We suspect that with the benefit of hindsight both the 
government and the BoJ would likely pass on the move if they had known the 
trouble it would have caused. On Thursday, the BoJ will release the summary of 
opinions from the January meeting. These will be closely scrutinised to see how 
close the decision was. There will be a lot of change at the very top of the BoJ 
in the coming quarter, with a new Governor and 2 new Deputy Governors taking 
up office soon. There is speculation that the nominations could come as early 
as 10 February, in which case speculation as to the identity of the next leaders 
of the BoJ will be the primary market focus. We continue to see Deputy Governor 
Amamiya as the most likely candidate for Governor, although concede that the 
race looks more open now than it did a few months back. It will be a quiet week 
for data with just the flash PMIs and the Tokyo CPI for January.  
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Europe – Staying the course         

Major Events and Data Releases 

Date Event Survey Prior 

24-Jan EZ - M’fact PMI, flash (DI, Jan) 48.5 47.8 

 EZ - Services PMI, flash (DI, Jan) 50.2 49.8 

 UK - M’fact PMI, flash (DI, Jan) 45.4 45.3 

 UK - Services PMI, flash (DI, Jan) 49.8 49.9 

25-Jan EZ – IFO business climate (DI, Jan) 90.1 88.6 

27-Jan EZ – M3 (%YoY, Dec) 4.6 4.8 

    

 Source: Bloomberg 
 

It was an eventful week for ECB speeches and reports. The minutes of the 
December policy meeting showed the hawks agreeing not to push for a 75bp 
hike as long as a series of 50bp hikes were delivered. Knot pushed the hawkish 
case noting “Our president has already announced that most of the ground that 
we have to cover we will cover at a constant pace of multiple 50 basis-point 
hikes”. Lagarde spoke at Davos, noting that “Stay the course” was her new 
mantra and that inflation remained far too high. She also noted that fiscal policy 
might complicate monetary policy this year. Lingering fiscal looseness is a risk 
for ECB policy this year. The ZEW survey has had a monumental bounce in 
recent months. It was near record lows back in September - levels seen in the 
GFC, the Covid crisis and the eurozone sovereign debt crisis - but after the 
January bounce it is now close to the long-run average. China re-opening and 
the plunge in energy prices have significantly improved the eurozone outlook. 
Despite the hawkish ECB rhetoric, EUR is little changed vs USD on the week. 
UK retail sales were very soft, while at the same time the labour market report 
showed wage pressures remaining elevated and core inflation was firm even as 
headline CPI eased a little. Despite this inauspicious backdrop, GBP ended the 
week up near 1.24 and was one of the best performing G10 currencies on the 
week, rising almost 1.5%.    
 
Outlook 
The focus in the coming week will be on the nascent recovery in the eurozone, 
with the flash PMI and IFO survey’s the evidence. Both are expected to nudge 
higher and further off recent lows, with the composite PMI potentially edging 
back above the 50 level that separates expansion from contraction. The energy 
situation has improved beyond recognition in just a few short months. Gas 
storage is running ~15 percentage points above usual levels and the draw this 
year has been minimal against a backdrop of an extremely warm winter. The 
draw on storage so far this winter is so low that it is easing anxiety about the 
following winter. M3 data will round out the eurozone data. In the UK, the PMI 
reports are the highlight.            
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China – Resilient data after the removal of Covid restrictions 

Major Events and Data Releases 

Date Event Survey Prior 

 No major data due this week   

    

    

Source: Bloomberg 
 

Spot CNH rallied below the 6.70 handle briefly for the first time since July 2022 
and then pushed higher towards the 6.79 level before the long Chinese New 
Year break. The pre-Chinese New Year RMB purchase flow was pretty strong 
but subsequently faded out. China data for late 2022 were less weak than 
expected but the RMB market was largely unmoved by the backward looking 
data. The Chinese population declined in 2022 for the first time since 1961 
reminding investors of the structural growth drag and cooled optimism on the 
growth outlook. Separately, Chinese officials attempted to boost foreign 
investors’ confidence on China recovery in 2023 and alleviate concern over 
policy risks. Speaking at the World Economic Forum, Chinese Vice Premier Liu 
He said that he is confident China’s growth would mostly likely return to its 
normal trend in 2023 and he expected a notable increase in imports, more 
investment and normalizing consumption for residents. 

China Q4 GDP decelerated less than expected, growing by +2.9%YoY (vs. 
+1.6%YoY expected). The hard data for December all surprised to the upside. 
Despite the massive infection surge, retail sales dropped by a mere -1.8%YoY 
(vs. -9.0%YoY expected), driven by a rebound in automobile sales. The end of 
Covid restrictions might fuel demand for travel - thus the automobile jump. 
Industrial production rose by +1.3%YoY (vs. +0.1%YoY expected) as mobility 
restrictions were largely removed. Fixed assets investment YTD slowed slightly 
to +5.1%YoY (vs. +5.0%YoY expected) from prior +5.3%YoY, while real estate 
investment remained weak.  

The PBoC scaled up liquidity injections in response to Chinese New Year 
funding demand. Over the week, the central bank net added CNY 1966bn of 
liquidity into the market via Open Market Operations. Onshore RMB liquidity 
conditions remained stable, with the 7-day interbank repo rate returning to 2%. 
With the status quo of 1Y Medium Lending Facility (MLF) yield, Chinese banks 
left the 1Y and 5Y LPRs unchanged at 3.65% and 4.30% as expected, 
respectively. The status quo of LPRs was in line with expectation as the previous 
Required Reserves Ratio (RRR) cut reduced expectation for further easing.  

Outlook 
The onshore CNY market will be closed for the whole week for the Chinese New 
Year holiday. We see the risk of CNH retracement up to 6.8 level, as the 
seasonal support of the pre-Chinese New Year CNY purchases had passed. A 
potential USD rebound on the safe-haven demand hedging recession risks and 
the pause of capital inflow for Chinese investment during the holiday will also 
pose headwinds for CNH. Moreover, we are concerned with data 
disappointment after the Chinese New Year break, if the V-shaped growth does 
not take place.  
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EM Asia – BoT to hike 25bp amid tourism and THB recovery 

Major Events and Data Releases 

Date Event Survey Prior 

24 Jan Thailand Trade Balance ($mn, Dec) -1300 -1340 

25 Jan Australia CPI (%YoY, Q4) 7.5 7.3 

 Bank of Thailand Monetary Policy (%) 1.50 1.25 

 Singapore CPI (%YoY, Dec) 6.7 6.7 

25-31 Jan Vietnam CPI (%YoY, Jan) -- 4.6 

 Vietnam Industrial Production (%YoY, Jan) -- 0.2 

26 Jan Korea GDP (%YoY, Q4) 1.5 3.1 

 Philippines GDP (%YoY, Q4) 6.8 7.6 

 Singapore Ind’ Production (%YoY, Dec) -5.5 -3.2 

27 Jan Australia PPI (%YoY, Q4) -- 6.4 

    

Source: Bloomberg 
 

December trade data for commodity exporters Indonesia and Malaysia showed 
incipient signs of weakness, in both export and import growth. For Indonesia, 
the trade surplus in 2022 was supported by commodities such as coal and palm 
oil while for Malaysia, the support was more broad based from electrical & 
electronics products as well as commodities. Fading commodity tailwinds and 
rising recession risks will lead to slower export growth in both economies, which 
will more than offset weakening import growth in part engineered by tighter 
monetary and fiscal policies to rein in inflationary pressures.  
 
In fact, the BNM’s surprising decision to keep policy rates unchanged this week 
tells of their shift in focus from inflation to growth despite admitting that 
“inflationary pressures remain at elevated levels”. However, it does not 
necessarily mean that the BNM is done with its rate hiking cycle as the door is 
still open for a final 25bp hike at their Marching meeting. In contrast, BI stayed 
the course and hiked its policy rate by 25bp, in line with consensus and our 
expectations, taking its policy rate to 5.75%. That said, BI stopped short of 
signalling that this is the end of the road in terms of incremental rate hikes. 
   
Outlook 
Following suit, the BoT is projected to increase their policy rate by 25bp as core 
inflation pressures are likely to remain sticky. Admittedly, policy trade-offs for the 
BOT have been blunted by the bearish USD wave which has also served to 
reverse THB depreciation pressures. China's emphatic border re-opening 
presents both an economic opportunity and policy relief. The long-awaited 
tourism revival and consequent economic boost provides sufficient cover for 
calibrated tightening to anchor inflation and backstop macro-stability. Meanwhile 
in Korea, Q4 GDP growth print being expected to slow down is more worrying 
rather than surprising, considering the falling export revenues for semi-
conductors sending the current account back into a deficit position for November. 
Given that BoK Governor Rhee had flagged possibility of a Q4 GDP contraction, 
upside surprises represent tail risks to the BoK’s policy calculus which skews 
towards a rate hold in February. 
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Latin America – Colombia to hike further. Brazil and Chile to remain on hold 

Major Events and Data Releases (coming 2 weeks) 

Date Event Survey Prior 

24-Jan Brazil IPCA-15 CPI (%YoY, Jan) -- 5.90 

 Argentina Econ. Activity Index (%MoM, Nov) -- -0.3 

25-Jan Mexico Econ. Activity Index(%MoM, Nov) -- 0.03 

26-Jan Chile Overnight Rate Target (%) 11.25 11.25 

27-Jan Colombia Overnight Lending Rate (%) 13.00 12.00 

31-Jan Mexico GDP Growth (%QoQ, 4Q P) -- 0.9 

 Colombia Monetary Policy Minutes -- -- 

1-Feb Chile Economic Activity Index (%MoM, Dec) -- -0.8 

 Brazil Selic Rate (%) -- 13.75 

3-Feb Brazil Industrial Production (%MoM, Dec) -- -0.1 

4-Feb Colombia CPI (%YoY, Jan) -- 13.12 

    

Source: Bloomberg 
 

Weak US data and further hawkish comments from Fed officials led investors to 
reassess the recent market rally, pushing LatAm currencies lower later in the 
week. BRL underperformed as fiscal risks added pressure to the currency. COP 
was an exception, tracking gains in crude oil prices. Datawise, economic reports 
in Colombia suggested that the economy is slowing down. 

Outlook 
Investors in Latin America will see monetary policy decisions from Brazil, Chile, 
and Colombia in the next couple of weeks. While the Brazilian and Chilean 
central banks are done raising interest rates, Colombian policymakers will 
continue hiking due to building price pressures. Inflation continued to exceed 
expectations in December, accelerating to 13.1% on an annual basis, its highest 
level since March 1999. Importantly, core inflation reached 10.0%YoY, 
suggesting price increases are widespread in the economy. Colombia’s wide 
current account deficit (6.7% of GDP) has contributed to keeping COP on the 
back foot for quite some time. Meanwhile, despite the ongoing tightening cycle, 
credit growth has remained strong, supporting a heated domestic demand.  We 
expect the policy rate to be hiked by another 100bp to 13.0%. Elsewhere, early 
signs that past rate hikes are helping tame inflation should leave the central 
banks in Brazil and Chile comfortable to keep their monetary policy stance 
unchanged.    
      
On the data front, Mexico will be the first major Latin American economy to 
disclose GDP figures for the fourth quarter. The latest data indicate that the 
economy is losing momentum. The economic activity index, a proxy for GDP 
growth, remained stagnant in October, pointing to a weak start to the quarter. 
The carryover for Q4 stands at 0.6%. That compares with an average gain of 
1%QoQ in the previous quarters. Moreover, industrial production was flat in 
November amid weakness in mining and manufacturing. We expect the 
downturn to continue into this year amid tight monetary and fiscal policies and 
slower U.S. economic growth. 
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