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Weekly Highlights 

 

 Fed to step down to 25bp hikes, but unlikely to signal a pause 

 USD little changed despite ebbing safe haven demand  

  

 Data to help round out Q4 GDP estimates 

 Focus on who PM Kishida will name as new Central Bank chief 

 

 ECB to hike 50bp and signal more to come 

 BoE silence ahead of meeting to spur volatility 

 

 Travel data during holiday boosted CNH 

 PMIs set to rebound 

 

 Solid Q4 GDP in the Philippines pushed BSP to remain hawkish 

 India’s FY23-24 budget to show modest fiscal consolidation 

 

 Solid gains for LatAm currencies, led by BRL  

 Brazil to leave policy unchanged 
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US – Policy, data, earnings.      

Major Events and Data Releases 

Date Event Survey Prior 

31-Jan Employment costs index (%QoQ, Q4) 1.1 1.2 

 House prices (%YoY, Nov) 6.8 8.6 

 Consumer confidence (DI, Jan) 108.2 108.3 

1-Feb ADP employment (k, Jan) 170 235 

 ISM m’fact (DI, Jan) 48.0 48.4 

 FOMC meeting (%, mid) 4.625 4.375 

 Vehicle sales (%saar, Jan) 14.30 13.31 

2-Feb Jobless claims (k) 200 186 

3-Feb Non-farm payrolls (k, Jan) 185 223 

 Unemployment (%, Dec) 3.6 3.5 

 Average hourly earnings (%YoY, Jan) 4.3 4.6 

 ISM non-m’fact (DI, Jan) 50.3 49.6 

    

Source: Bloomberg 

 
It has been a good week for earnings, which have helped equity markets, 
especially tech, move higher. This benign risk appetite has not unduly weighed 
on the DXY index, which is little changed on the week. Higher UST yields have 
helped offset the impact of easing safe haven demand for the US dollar. Yields 
pushed higher in the wake of the solid Q4 GDP data, which showed H2 activity 
above trend. There were some caveats on the quality of growth with inventories 
making a decent contribution and activity seemed to slow sharply through the 
quarter. Nonetheless, jobless claims held up well suggesting that despite growing 
anecdotal evidence of job losses, the labour market remains firm.      
           
Outlook 
It is a bumper week for policy, for data and for earnings. On Wednesday, the 
FOMC is widely expected to slow the pace of rate hikes to 25bp. We expect that 
the statement may hint at a peak in rates (which is no surprise as the Funds rate 
approaches the 2023 Dot Plot level) but will push back against the idea that rate 
cuts in 2023 are likely. There are no new forecasts so the focus will be on the 
statement and the press conference. We expect that Powell will welcome recent 
news on inflation but reiterate that the battle is not yet won and rates will need to 
remain high for some time. The data during the week will be of interest to 
policymakers. The ECI is seen as a better read on labour market cost pressures 
given its better handling of compositional changes. It is seen nudging down to the 
1.1%QoQ – off recent highs but nonetheless a level not seen in the two decades 
before Covid. Other data on the week include payrolls, which are seen continuing 
to slow but which remain quite elevated and above the growth in the labour force. 
Average hourly earnings are due too. These look to be on the slide. Other data 
on the week include auto sales, one of the first hard data prints of the month and 
the ISM indices. Recall that last month’s plunge in the non-manufacturing ISM 
helped spur the rally in bond markets in recent weeks. A rebound is likely. 
Consumer confidence and house prices are also due. There is a heavy schedule 
of earnings too.                       
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Japan – BoJ still the focus  

Major Events and Data releases 

Date Event Survey Prior 

31-Jan Unemployment rate (%, Dec) 2.5 2.5 

 Retail sales (%MoM, Dec) 0.8 -1.3 

 Industrial production (%MoM, Dec) -1.2 0.2 

 Consumer confidence (DI, Jan) 30.4 30.3 

 Housing starts (%YoY, Dec) 0.4 -1.4 

3-Feb Composite PMI, final (DI, Jan) -- 50.8 

    

Source: Bloomberg 
 

It has been an interesting week as investors assess the landscape in the wake 
of last week’s BoJ decision backstopping YCC. The BoJ launched a 5-year fund 
supply operation this week that was more than 3x over-subscribed. However, 
by the end of the week 10yr JGB yields had pushed up as high as 0.48%, 
suggesting further potential challenges to the BoJ’s YCC settings in the weeks 
ahead. 10yr JPY swap yields, which had pushed up towards 1.0% ahead of the 
BoJ meeting, are now ~0.85%. The IMF released the results of its Article IV 
consultation on Japan this week. It recommended that the BoJ make YCC more 
flexible and consider options such as raising the 0.0% target for 10yr JGBs, 
widening the YCC band further or shortening the duration to the 5-year sector. 
It also suggested considering reverting to a volume target for JGB purchases. 
We continue to expect that the BoJ will hold off from any major moves until the 
new governor is in place and a policy review has been undertaken. There is also 
a reasonable chance that the BoJ/Government accord is re-written by the 
current Kishida administration. Japanese equities closed the week almost 3% 
higher while USD/JPY was little changed on the week.                          

Outlook 
The month-end data, especially retail sales and industrial production, will help 
firm up Q4 GDP estimates. Nonetheless, the main focus remains on the 
appointment of the next BoJ governor. The government is expected to make its 
nomination around 10 February and thus speculation will be reaching fever pitch 
in the next few weeks. The nominee will need to be approved by both houses of 
the Diet. As the LDP has a majority in both houses, approval should be a 
formality. The more hawkish the nominee the more the appointment will be seen 
as a step away from one of the fundamentals of Abenomics (loose monetary 
policy was one of the 3 arrows of Abenomics) and the more likely a schism in 
the LDP which, in extremis, may see members of factions loyal to former PM 
Abe vote against the nominee. The Abe faction and its allies are still a powerful 
force in the LDP. Deputy Governor Amamiya remains the favourite but the local 
press report that few of the leading candidates seem to be pushing aggressively 
for the job, adding to uncertainty surrounding the process. We continue to see 
Masayoshi Amamiya as the most likely to become the new Governor but in the 
event that Hirohide Yamaguchi (who has distanced himself from YCC) is 
nominated, we would expect investors would immediately challenge NIRP/YCC 
settings. An Amamiya appointment would signal less urgency to alter policy. 
While retail sales and industrial production were likely soft, the labour market is 
likely to remain firm.     
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Europe – Policy in focus         

Major Events and Data Releases 

Date Event Survey Prior 

30-Jan EZ – Econ sentiment (DI, Jan) 97.0 98.5 

31-Jan EZ – GDP (%QoQ, Q4) -0.1 0.3 

 UK – M4 ex OIFCs (3m% saar, Dec) -- 3.8 

1-Feb EZ – Unemployment (%, Dec) 6.5 6.5 

 EZ – CPI (%YoY, Jan) 9.0 9.2 

 EZ – Core CPI (%YoY, Jan) 5.1 5.2 

2-Feb UK – BoE meeting (%) 4.0 3.5 

 EZ – ECB meeting (%, depo) 2.5 2.0 

    

 Source: Bloomberg 
 

Early in the week, ECB speakers maintained their hawkish tone of recent weeks, 
which kept EUR elevated amid expectations that the ECB will continue to deliver 
50bp hikes beyond the early February meeting. In the UK the Chancellor 
confirmed that tax cuts were a low priority and that the main aim was to get 
inflation down. Tax cuts will only come when the time is right (ie before the 
election). GBP suffered early in the week when news of the OBR downgrading 
potential growth hit. This also makes tax cuts less likely. Nonetheless GBP/USD 
was little changed on the week, as was EUR/USD.    
 
Outlook 
Both the ECB and the BoE meet on Thursday. Pre-meeting communication has 
been chalk and cheese. The ECB has been a great pains to say a 50bp hike is 
coming and to suggest that there will be a 50bp hike at the meeting in March as 
well. There are no forecasts and the short-term direction for the balance sheet 
has been set. This leaves the main focus on the statement which, given the 
policy signalling, is likely to be hawkish. In contrast, the BoE has put up very few 
speakers of late and those that have spoken have not been especially keen to 
comment on specific policy actions. The MPC is clearly split on the policy 
outlook, with 2 votes for no change and one for a 75bp hike, with the bulk of the 
committee voting for a 50bp hike. If there is going to be a surprise this week, it 
is most likely that the BoE will deliver it. Recent data have been mixed. GDP is 
running above BoE expectations and wages and prices have also been firm but 
sentiment data have been soft, including the recent flash PMI releases. We 
expect a 50bp hike. That said, any shifts in individual votes seem most likely to 
be in the dovish direction. It is a super Thursday for the BoE there will be new 
forecasts and minutes as well as the policy decision. However, the BoE’s 
forecasts have not been an especially good guide to policy of late given the 
volatility of energy and fiscal policy. The BoE does not speculate on government 
policy so it will assume that the energy price cap is raised in April. We see a 
good chance that it is not, which will boost growth, lower near-term price 
pressures but likely push inflation up at the back end of the forecast horizon. 
The Bank is expected to undertake a review of the supply side and may lower 
its estimate of potential growth as a result of falling labour market participation. 
Eurozone Q4 GDP, unemployment and inflation data are all due ahead of the 
ECB meeting.               
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China – Encouraging travel data boosts CNH 

Major Events and Data Releases 

Date Event Survey Prior 

31 Jan Industrial Profits (%YoY, Dec) -- 0.8 

 Mfg. PMI (DI, Jan) 49.9 47.0 

 Non-mfg. PMI (DI, Jan) 51.5 41.6 

1 Feb Caixin China PMI Mfg. (DI, Jan) 49.5 49.0 

3 Feb Caixin China PMI Services (DI, Jan) -- 48.0 

    

Source: Bloomberg 
 

While onshore China markets remained closed, HK stock markets kicked off the 
Year of the Rabbit higher in the wake of the risk rally elsewhere and encouraging 
holiday travel data in China. The intact China reopening trade sent spot CNH as 
high as 6.7218. According to the media, both travel data and box office receipts 
pointed to a recovery in consumption after ditching the zero-Covid policy. The 
daily average of trips via road, rail, air and waterways since Chinese New Year 
Eve jumped to around 24mn trips from 18.6mn trips in the same period in 2022. 
Box office receipts during the first 4 days of Chinese New Year soared to CNY 
3.62bn, comparing to the pre-pandemic period of CNY 3.4bn in 2019. Domestic 
travel was pretty hot, with the booking for tourist spot tickets soaring 79%YoY 
for the first 3 days. However, the media reported that Japan and the Netherlands 
are poised to join the US in restricting chip export to China. This reminded 
investors of elevated China-US tensions, despite the sign of de-escalation after 
Xi-Biden talks at the G20 Summit. Subsequently, CNH fell back to the 6.76 level, 
while CNY closed at 6.7927 before the Chinese New Year break.  

Outlook 
The onshore CNY market will reopen after the Chinese New Year holiday, and 
the robust China reopening trade is expected to boost CNY alongside the A-
share market rally. With China likely to reach herd immunity sooner than 
expected, the manufacturing PMIs for January are expected to rebound to near 
50 expansionary mark. The encouraging travel data during the Chinese New 
Year holiday points to a strong rebound even in the non-manufacturing PMI to 
above 51 level.  
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EM Asia – Modest fiscal tightening for India  

Major Events and Data Releases 

Date Event Survey Prior 

30-31 Jan Korea Retail Sales (%YoY, Dec) -- 8.4 

 Vietnam Trade Balance ($mn, Jan) -- 500 

 Vietnam CPI (%YoY, Jan) -- 0.0 

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

31 Jan Singapore Unemployment (%, Dec) -- 2.1 

 Australia Retail Sales (%MoM, Dec) -- 1.4 

 Korea Industrial Production (%YoY, Dec) -- -3.7 

 Thailand C/A ($mn, Dec) -- -445 

1-Feb Indonesia CPI (%YoY, Jan) -- 5.5 

 India Budget 2023-24  -- -- 

 Korea Trade Balance ($mn, Jan) -- -4692 

2-Feb Singapore PMI (DI, Jan) -- 49.7 

 Australia Building Approvals (%MoM, Dec) -- -9.0 

 Korea CPI (%YoY, Jan) -- 5.0 

3-Feb Singapore Retail Sales (%YoY, Dec) -- 6.2 

    

Source: Bloomberg 
 

EM Asia FX, given a weakening USD backdrop, currencies stood to gain this 
week versus USD. THB gains on the back of increased tourist inflows were 
amplified by BoT’s continued, calibrated 25bp hike while PHP gains were 
buoyed by a solid Q4 GDP print taking 2022 growth to 7.6% above the 
government’s 6.5%-7.5% target. But this may not be the best outcome for 
Bangko Sentral ng Pilipinas which will need to stay razor focussed on lowering 
inflation. INR gains were somewhat more modest ahead of the announcement 
of Budget 2023-24 (i.e. April 2023-March 2024). 
   
Outlook 
With the government likely to meet or marginally exceed its fiscal deficit target 
of 6.4% of GDP in FY2022-23, modest fiscal consolidation of 0.2-0.4pp of GDP 
is on the cards for FY23-24. Some rationalization of expenditure is likely. The 
fiscal math implies a low fiscal impulse and with it, limited support for growth. 
Frankly, this low fiscal support is rendered imperative by a widening current 
account deficit that amplifies "twin deficit" risks. From a monetary policy 
perspective, we expect no major policy sway on the Reserve Bank of India (RBI). 
At this stage, the RBI neither needs to lean against a strong fiscal boost nor 
does it need to augment its own tightening for fiscal tightening. As such, Budget 
2023-24 is likely to be INR neutral as the expected boost from consolidation may 
be restrained on greater debt issuance/financing burden. 
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Latin America – BRL leads LatAm currencies higher 

Major Events and Data Releases  

Date Event Survey Prior 

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 
 

BRL led Latin American currencies higher this week, while ARS lagged the move 
significantly. USD/BRL trades close to a 2-month low. An encouraging global 
macro backdrop, high carry and the potential for a softer USD as US policy rates 
approach a peak may help investors park doubts about the fiscal outlook and 
see USD/BRL make an assault on the 5.00 level.   

Outlook 
The central bank of Brazil is expected to leave rates on hold. The policy rate 
peaked in Brazil in August and has been on hold ever since. Inflation is falling 
and real rates are rising. The latest Bloomberg survey sees the first cuts in Q3 
this year. 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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