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Weekly Highlights 

 

 Super-strong payrolls lift USD 

 Very quiet on the data front. Earnings and the Fed in focus. 

  

 Payrolls sees JPY unwind gains from earlier in the week 

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

 

 ECB, BoE hike 50bp. Bonds rally sniffing the end of the hiking cycle 

 UK GDP to show UK on the edge of recession 

 

 Geo-political caution tempers “China re-opening” exuberance 

 A bumpy post-Lunar New Year recovery in H1 comes into view 

 

 RBI to hike 25bp on fiscal consolidation and inflation report 

 RBA’s 25bp may come with hints of a pause 

 

 Bullish global sentiment pushes LatAm currencies higher 

 Banxico to further hike rates amid uncomfortably high core CPI 
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US – Slowdown. What slowdown?      

Major Events and Data Releases 

Date Event Survey Prior 

7-Feb Trade balance ($bn, Dec) -68.9 -61.5 

 Consumer credit ($bn, Dec) 26.0 27.9 

9-Feb Jobless claims (k)   

10-Feb U Mich Consumer confidence (DI, Feb) 65.0 64.9 

    

Source: Bloomberg 

 
It has been a doozy of a week with drama all over the shop. Despite on-going 
anecdotal evidence of layoffs in the tech sector and to a lesser extent elsewhere, 
the data suggest the labour market remains rock solid. Claims, JOLTs and then 
payrolls – all topping expectations. Payrolls topped the highest survey estimate 
and the unemployment rate dropped to a new multi-decade low at 3.4%, defying 
expectations of a jump to 3.6%. Average earnings were not too bad but hours 
worked jumped and point to solid income gains in January. Shortly after payrolls 
the non-manufacturing ISM also came in very strong, which added to the 
greenback’s upside momentum.  
 
Earlier in the week, Chair Powell, in his post-FOMC press conference, had been 
ambivalent on the need to reverse the recent easing in financial conditions which 
helped investors to start to price in an end to rate hikes. He attributed the 
difference in market pricing of rate cuts this year vs the Fed expectations of rates 
remaining on hold to differing expectations of when inflation would come down. 
He said that if inflation risks eased faster than the Fed expected, it would pivot. 
The press conference was seen as dovish and the DXY index hit its low for the 
week late on Wednesday. It recovered after the European central bank meetings 
on Thursday and flew higher still in the wake of the payrolls report, ending the 
week higher against all G10 currencies. UST yields ended the week a little higher, 
while sovereign yields in Europe were lower on the week. US equities were a 
firmer on the week, with Friday’s declines wiping out some of the gains earlier in 
the week.         
           
Outlook 
From feast to famine. After last week’s frenetic activity, the coming week will be 
a lot quieter. So slim are the pickings that it is hard to pick the key data release in 
the coming week. At a push we will go for weekly claims. Earnings remain a focus. 
On the policy front, President Biden will deliver the State of the Union. There is a 
slate of Fed speakers including Bullard, Powell, Williams, Waller, Kashkari and 
Cook. It will be interesting to see if there is much pushback against Powell’s 
indifference to easier financial conditions or market pricing, especially in the wake 
of the solid labour market data on Friday.                       

 
 
 
 
 

                                                                   colin.asher@mhcb.co.uk  
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Japan – BoJ governor appointment in focus  

Major Events and Data releases 

Date Event Survey Prior 

7-Feb Cash earnings (%YoY, Dec) 2.5 1.9 

 Household spending (%YoY, Dec) -0.4 -1.2 

8-Feb Current account, sa (¥bn, Dec) 1249 1918 

 Bank lending (%YoY, Jan) -- 2.7 

 Eco watchers - outlook (DI, Jan) 47.8 47.0 

9-Feb M3 (%YoY, Jan) -- 2.5 

10-Feb PPI (%YoY, Dec) 9.7 10.2 

    

Source: Bloomberg 
 

The data early in the week had limited impact. The news that Hiroshi Nakaso 
was taking up some additional responsibilities for the APEC business Advisory 
Council spurred speculation that he was not focused on winning the top job at 
the BoJ. This likely boosts Amamiya’s odds. The big move in USD/JPY was in 
the wake of the FOMC meeting. The pair pushed down below 129.00 and stayed 
there through the remainder of the week until Friday’s super-strong payrolls/ISM 
data were released. USD/JPY jumped back above the 131 level.                              

Outlook 
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 reach fever pitch in the coming week. 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.  
 
On the data front, wages, household spending, the current account, bank 
lending, the PPI and economy watchers survey are all due. Wages are a key 
focus for the BoJ. The December data will capture some of the winter bonus 
season. The current account data will be accompanied by data on FDI and 
portfolio flows – both of which we track regularly. The weekly portfolio flows data 
suggest that Japanese investors selling of foreign bonds eased off in January. 
Next week’s data will tell us which type of institutions were behind the selling. 
We suspect that banks will have been the swing factor, while lifers will have 
continued to sell.      

colin.asher@mhcb.co.uk  
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Europe – ECB and BoE          

Major Events and Data Releases 

Date Event Survey Prior 

6-Feb EZ – retail sales (%MoM, Dec) -2.5 0.8 

 EZ – Sentix investor confidence (DI, Feb) -13.5 -17.5 

 GE – HICP (%YoY, Jan) 10.1 9.6 

9-Feb UK – RICS house prices (DI, Jan) -46 -42 

10-Feb UK – GDP (%QoQ, Q4) 0.0 -0.3 

    

 Source: Bloomberg 
 

The BoE and the ECB both hiked 50bp as expected but the similarities end there. 
The BoE made limited comment on future rate hikes. The combination of a softer 
statement (“If there were to be evidence of more persistent pressures, then 
further tightening in monetary policy would be required” – with the “respond 
forcefully” language dropped) and inflation far below target at the back end of 
the forecasts could imply that the Bank is done. However, when asked why the 
Bank keeps forecasting below target inflation but still hiking rates, Governor 
Baily seemed uncomfortable with the risks to the inflation outlook, which he 
suggested were near record levels. We expect at least one further 25bp hike in 
March with action beyond that depending on how fast inflation risks decline. The 
hawkish vote skew also implies a slowdown to 25bp in March rather that a rapid 
halt. In contrast, the ECB was explicit that there will be a further 50bp rate hike 
in March. The statement then noted a meeting-by-meeting approach would be 
adopted. In the press conference President Lagarde responded “No, no, no, no” 
when asked if March was the end of the hiking cycle. For now we believe that 
most ECB members expect further tightening beyond a 50bp hike in March, 
although to some extent it will depend on the ECB’s new forecasts presented at 
the March meeting. Ahead of the central bank meetings eurozone GDP came in 
firm, rising 0.1%QoQ, undermining recession bets in the eurozone. Eurozone 
unemployment was also solid, remaining at the cycle low of 6.6%. The ECB has 
noted that the solid labour market poses upside risks to the inflation outlook. 
Due to technical problems in Germany the eurozone CPI release contained a 
Eurostat estimate for German prices, which robbed the eurozone CPI release 
of its market impact. EUR and GBP rose after the Fed meeting and dropped 
after their respective central bank meetings. The GBP drop was larger, given 
the possibility that the UK hiking cycle has come to an end and a warning from 
Chief Economist Pill on doing too much on policy rates on Friday. EUR ends the 
week as one of the better G10 performers although still down a little, while GBP 
is among the weakest G10 currencies on the week.             
 
Outlook 
From feast to famine on the data front. It will be a quiet week with UK GDP for 
December/Q4 the most interesting release. It is possible that the UK dodges 
recession by recording flat rather than negative growth in Q4. It is a close call. 
In the eurozone, national industrial production, German factory orders and the 
Sentix index of investor confidence for February are due. The Riksbank is set 
to hike again, most likely 50bp at its upcoming policy meeting. German CPI is 
also released during the week. The ECB’s Holzmann, Schnabel, Villeroy and 
Knot all speak. The BoE’s Mann, Pill and Ramsden speak too.                   

colin.asher@mhcb.co.uk  
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China – Tempering exuberance 

Major Events and Data Releases 

Date Event Survey Prior 

09-15 Feb China New Yuan Loans CNY (Jan) -- 1398.3 

  China Aggregate Financing CNY (Jan) -- 1305.8 

10 Feb China CPI (%YoY, Jan) -- 1.8 

  China PPI (%YoY, Jan) -- -0.7 

 China Current Account ($bn, Q4) -- 144.3 

    

Source: Bloomberg 
 

The renminbi gains of ~3% through mid-January, have been supplanted by 
some measure of caution. CNH has traded mostly side-ways since the Lunar 
New Year reflecting underlying caution tempering exuberance on account of 
“China re-opening”. Point being, there is a good deal of soul-searching about 
“what now” after January’s PMI jump that followed hot on the heels of the IMF’s 
upgrade of China’s 2023 growth projection to 5.2%. Arguably, it is not insane to 
suspect that there may be some bumpiness around the growth recovery 
trajectory in H1. Especially as geo-political tensions – from chips to balloons – 
threaten to hijack economic cheer; which is in and of itself also subject to 
underlying constraints of subdued confidence (thus economic multipliers). 

The big picture is that even with “kitchen sink” type of policy response to 
stimulate the economy, China may only be buying space for a soft landing rather 
than gearing for a breath-taking launch. Restoring confidence in the economy is 
not like flicking on a switch. For instance, liquidity backstops for property 
developers, while a critical backstop to avert imminent crisis, are not in the same 
vicinity as ground-up confidence restoration that can revive organic cash-flows 
for developers. Some overhang from the tech sector crack-down may inevitably 
result in restrained investments/outlays regardless of policy cheer-leading to 
revive growth and the economy. Crucially, the US doubling down on China’s chip 
embargo is a harsh reminder that structural impediments (including geo-political 
fault lines) will continue to pose challenges to an unimpeded recovery back to 
5-6% growth rates. US-China tensions remain fairly elevated, amid reports of a 
Chinese spy balloon over the US. Ahead of US-China talks next week, it is not 
inconceivable that China sentiment remains subdued.  

Outlook 
On the data front, the inflation numbers are expected to underpin continued 
scope for the PBoC to maintain an easing bias; although not always reflected in 
money market liquidity operations. There may also be a good deal of focus on 
credit data to see if banks are getting in on the act to put money where the policy 
mouth is. We do not expect a lasting credit boost; and so the mood may remain 
cautiously optimistic rather than reverting back to unbridled cheer. All said, 
tempering exuberance is not the worst thing that could happen.  

vishnu.varathan@mizuho-cb.com   
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EM Asia – RBI and RBA on track for 25bp rate hikes  

Major Events and Data Releases 

Date Event Survey Prior 

6-Feb Indonesia GDP (%YoY, Q4) 4.9 5.7 

 Thailand CPI (%YoY, Jan) 5.1 5.9 

7-Feb Australia Trade Balance (A$mn, Dec) 12200 13201 

 Australia RBA Cash Rate Target (%) 3.35 3.10 

 Malaysia Industrial Prod’tion (%YoY, Dec) 4.6% 4.8% 

 Philippines CPI (%YoY, Jan) 7.6 8.1 

8-Feb India RBI Repurchase Rate (%) 6.50 6.25 

 Korea Current Account ($mn, Dec) -- -621.7 

 Philippines Unemployment Rate (%, Dec) -- 4.2 

10-Feb Australia - Monetary Policy Statement  -- -- 

 India Industrial Production (%YoY (Dec) -- 7.1% 

2-Feb Malaysia Current Account (MYR bn, Q4) -- 14.1b 

 Malaysia GDP (%YoY, Q4) 6.1 14.2 

Source: Bloomberg 
 

‘Risk on’ driven by the markets’ mixed interpretation of the US FOMC pushed 
USD lower boosting EM Asia FX. Severe underperformance, a solid growth 
outlook and hawkish BSP continued to support PHP while IDR was boosted by 
lower-than-expected headline CPI inflation. By contrast, INR was the worst 
performing currency. Despite the government lowering its fiscal deficit target to 
5.9% of GDP for FY2023/24 from 6.4% in FY2022/23, the assumptions around 
revenue growth leave room for fiscal slippage, dampening expectations. This 
exacerbated already skittish sentiment in Indian asset markets following turmoil 
across the one of India’s largest conglomerates following a scathing report by a 
renowned short-seller. 
   
Outlook 
Even so, the RBI might not be inclined to pull its weight beyond a 25bp hike. 
With fiscal consolidation on track and inflationary pressures subsiding, RBI has 
room to dial back from 35bp to 25bp. Following this, RBI has the option of 
another 25bp hike depending on data outcomes, particularly core inflation.  

Similarly, RBA will proceed with a straightforward 25bp despite headline inflation 
accelerating to 7.8% YoY in Q4 from 7.3% in Q3. A decline in employment (-
14.6k) for December dragged down by reduction in part time (-32.2k) does not 
change the picture of a tight labour market supported by strong full time 
employment (+17.6k). Declining housing prices continue to contrast against 
rising rents. This poses a stark dilemma for the RBA balancing the risks from 
lower consumption hit by lower property wealth and real incomes against their 
inflation mandate. Meanwhile, Q4 GDP growth in Malaysia likely slowed 
perceptibly, tipping the economy into contraction on a sequential basis. This 
explains BNM’s pause and its hesitancy on further hikes. Indonesia’s Q4 growth, 
by contrast, was more resilient pressuring BI to remain hawkish. 

 lavanya.venkateswaran@mizuho-cb.com 
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Latin America – Heavy data calendar ahead 

Major Events and Data Releases  

Date Event Survey Prior 

07-Feb Brazil Central Bank Meeting Minutes -- -- 

08-Feb Chile CPI (%YoY, Jan) 12.1 12.8 

 Argentina Industrial Production (%YoY, Dec) -- 1.4 

09-Feb Brazil CPI (%YoY, Jan) -- 5.79 

 Brazil Broad Retail Sales (%MoM, Dec) -- -0.6 

 Mexico CPI (%YoY, Jan) -- 7.82 

 Mexico Overnight Rate (%) -- 10.5 

 Peru Reference Rate (%) -- 7.75 

10-Feb Chile Central Bank Meeting Minutes -- -- 

 Mexico Industrial Production (%MoM, Dec) -- 0 

 Brazil Services Activity Index(%MoM, Dec) -- 0 

    

Source: Bloomberg 
 

The bullish sentiment that has been driving markets early this year continued to 
make its presence felt this past week, sending Latin American currencies higher 
still. CLP was up for a seventh consecutive week. Since the third week of 
October, the currency has appreciated an impressive 19.5% (at the time of 
writing). China’s reopening and hopes of the Fed’s pivot have spurred optimism 
among investors. We believe that the need to improve performance after a bad 
year has also contributed to the market rally. But the global economy is not out 
of the woods yet, meaning sentiment can change quickly. Datawise, Mexico’s 
GDP grew by 0.4%QoQ in Q4, slowing from a 0.9%QoQ gain in the previous 
quarter. Finally, on the monetary policy front, the central bank of Brazil (BCB) on 
Wednesday kept its policy rate at 13.75% for the fourth meeting in a row, as 
widely expected. Importantly, policymakers signalled higher rates for longer due 
to fiscal risks and rising inflation expectations.   

Outlook 
The heavy data calendar for Latin America in the week ahead will help investors 
assess the economic outlook of the region. The focus will be on CPI data and 
monetary policy. In Brazil, the slowdown in inflation will take a pause in January, 
indicating that the outlook remains challenging and convergence to target will 
require strong commitment from the central bank amid rising fiscal risks and 
inflation expectations. The minutes from the last monetary policy meeting due 
on Tuesday will provide further clues about the rate path after the post-meeting 
statement suggested interest rates will remain high for longer. Elsewhere, 
Mexico’s CPI data for January will likely show core inflation remained resilient, 
paving the way for Banxico to announce another rate hike later in the week. But 
the pace of tightening is expected to slow to 25bp as the cycle approaches its 
end. With rates already at double digits (10.50% currently), there will be 
mounting pressure from board members to wait for the lagged effects of policy 
tightening to become evident in economic data. 
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