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Weekly Highlights 

 

 Heavy data schedule – CPI, retail sales, housing, production   

 25/50bp hike still in the balance, focus on CPI 

  

 Kuroda leaves policy unchanged at final meeting 

 Shunto wage negotiations a key focus for the BoJ  

 

 ECB to hike 50bp. Focus on guidance and forecasts 

 Budget, labour market data key for GBP  

 

 Bank Indonesia will remain on hold but will watch IDR closely 

 BSP to deliver a 50bp hike as inflation remains elevated 

 

 Fed’s hawkish turn brings caution to LatAm FX markets 

 Chile and Argentina to disclose GDP figures for Q4 

 

 

 

 

This publication covers the weeks beginning 13 and 20 March. The 

next publication will be on 24 March.    
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US – Powell and payrolls dominate the week      

Major Events and Data Releases 

Date Event Survey Prior 

14-Mar NFIB small business optimism (DI, Feb) -- 90.3 

 CPI (%MoM, Feb) 0.4 0.5 

 Core CPI (%MoM, Feb) 0.4 0.4 

15-Feb PPI (%MoM, Feb) 0.3 0.7 

 Retail sales (%MoM, Feb) 0.1 3.0 

 NAHB housing index (DI, Mar) 41 42 

16-Feb Housing starts (%MoM, Feb) 0.1 -4.5 

17-Feb Industrial production (%MoM, Feb) 0.5 0.0 

 U Mich Consumer confidence (DI, Mar) 67.0 67.0 

22-Feb FOMC meeting 4.875 4.625 

 New home sales (%MoM, Feb) -- 7.2 

 Durable goods orders (%MoM,  -- -4.5 

    

Source: Bloomberg 

 
Powell and payrolls dominated the week. Powell raised the prospect of a 50bp 
hike, which pushed UST yields higher and saw the UST curve inversion push 
beyond 100bp, with 2yr UST yields above 5.0%. ADP and JOLTS were also firm. 
On Thursday banking stocks sold off heavily dragging equities and UST yields 
lower. The DXY index peaked after Powell’s Tuesday testimony and drifted lower 
through the remainder of the week. Payrolls were rock solid, rising 311k but 
average hourly earnings were weak and unemployment rose. The DXY index 
dropped sharply after the payrolls data, as Fed funds futures showed the odds of 
a 50bp hike at the March meeting sliding below 50/50, while 2yr UST yields were 
45bp below Thursday’s peak at one stage on Friday.  
           
Outlook 
On policy Chair Powell’s initial statement in his semi-annual testimony noted “the 
latest economic data have come in stronger than expected, which suggests that 
the ultimate level of interest rates is likely to be higher than previously anticipated. 
If the totality of the data were to indicate that faster tightening is warranted, we 
would be prepared to increase the pace of rate hikes”. In his comments on the 
Thursday Powell stressed that no decisions had been made but he again referred 
to the totality of the data, suggesting that a decision on a 50bp hike depends on 
upcoming data releases.  
 
The most likely change in the median dot in the Dot Plot that will be published 
alongside the Summary of Economic Projections (SEP) at the March FOMC 
meeting is a rise to 5.625%, up 50bp from the current 5.125%, with 5.375% a 
slightly lower probability outcome. The bar for a 50bp hike in the Fed Funds rate 
is clearly lower than we anticipated and there is some combination of the labour 
market (9-Mar) and CPI data (14 Mar) that will drive a 50bp hike. A 50bp hike sits 
ill with us but it now seems possible. It would be odd to see a re-acceleration of 
the pace of rate hikes. It implies an earlier error. But Powell didn’t have to say 
anything about accelerating the pace of hikes and yet he did.  

 
 
 
 
 

                                                                   colin.asher@mhcb.co.uk  
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Japan – Kuroda signs off leaving policy unchanged.  

Major Events and Data releases 

Date Event Survey Prior 

13-Mar BSI All industry sentiment (DI, Q2)  -- 0.7 

16-Mar Trade balance, sa (¥bn, Feb) -1460 -1821 

 Exports (%YoY, Feb) 7.0 3.5 

 Imports (%YoY, Feb) 12.5 17.8 

 Machinery orders (%MoM, Jan) 1.5 1.6 

24-Mar CPI (%YoY, Feb) -- 4.3 

 Composite PMI, flash (DI, Mar) -- 51.1 

    

Source: Bloomberg 
 

The main focus was on the BoJ meeting at the back end of the week – Kuroda’s 
final meeting. Data in the week ahead of the meeting were mainly weak with 
real cash earnings dropping sharply, a huge current account deficit, money 
supply edging lower and Q4 GDP revised lower. It was not all bad news – the 
economy watchers’ survey, which tends to be a good forward-looking index for 
consumption picked up and sits at the top of its recent range. The BoJ left policy 
unchanged as expected. Governor Kuroda declined to spring a surprise at his 
final meeting. The impact was muddied by the risk-off backdrop, which saw 
banking stocks lead equity markets lower. USD/JPY jumped in the wake of the 
decision but the main drivers of USD/JPY on the week were Powell (up) and 
payrolls (down). 7~10yr JGB yields dropped sharply in the wake of the BoJ 
decision but this was exacerbated by the illiquidity in that sector as the BoJ owns 
a lot of the bonds in this sector. USD/JPY plunged in the wake of payrolls with 
the yen turning positive on the week against the US dollar.    

This week, UA Zensen, an umbrella group of unions that covers ~240k workers 
concluded its annual wage negotiations. UA Zensen wrapped up its discussions 
early for the first time ever winning a 5.3% wage increase. The early conclusion 
hints as labour gradually wining the upper hand and suggests upside risks at 
the national level. It also supports our view that new BoJ Governor Ueda is likely 
to tighten policy in summer.           

Outlook 
MoF’s quarterly Business Sentiment Index is a reminder that the Tankan is due 
shortly. MoF’s index is one of many leading indices for the Tankan but the BoJ 
survey is the broadest of the lots and the one the BoJ focuses most one. The 
trade balance for February is also due. We expect that the seasonally-adjusted 
trade deficit will shrink. Going forward, we see falling energy costs and 
improving exports to China as helping narrow the deficit. We should also get an 
update on how wage negotiations are progressing next week.  
 
In the week of 20 March, The national CPI will likely decline in line with the Tokyo 
CPI. The CPI has likely peaked but we expect that it will remain above 2.0% 
through much of 2023 and likely well into 2024 as well.   

colin.asher@mhcb.co.uk  
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Europe – ECB to hike 50bp and then data dependent 

Major Events and Data Releases 

Date Event Survey Prior 

14-Mar UK – Payrolled employees (k, Feb) -- 102 

 UK – Average earnings (3M%YoY, Jan) 5.7 5.9 

15-Mar EZ – Industrial production (%MoM, Jan) 0.5 -1.1 

 UK – Budget  -- -- 

16-Mar ECB meeting (%, depo) 3.0 2.5 

20-Mar EZ – Trade balance, sa (€bn, Feb) -- -18.1 

21-Mar EZ – ZEW survey (DI, Mar) -- 29.7 

22-Mar UK – CPI (%YoY, Feb) -- 10.1 

23-Mar UK – BoE meeting (%) 4.25 4.00 

24-Mar EZ - Composite PMI, flash (DI, Mar) -- 52.0 

 UK – Retail sales (%MoM, Feb) -- 0.5 

    

 Source: Bloomberg 
 

The ECB debate featured prominently this week with leading hawk Holzmann 
taking on Chief Economist Philip Lane in the wake of the higher than expected 
inflation release. Holzmann called for four consecutive 50bp hikes and an earlier 
end to PEPP, which is currently expected to remain in place until end 2024. At 
the same time Chief Economist Lane noted that what happens in May will be 
data dependent and there was a need to take into account past hikes, which 
impact with a lag.                     
 
Outlook 
Lagarde pre-committed the ECB to a 50bp in March hike at the February 
meeting. Nothing has happened since then to suggest that anything other than 
a 50bp hike at the 16 March meeting is likely. The 50bp hike in the key policy 
rates is the least controversial part of the upcoming meeting. The ECB also 
produces new forecasts, with the main focus on inflation at the back end of the 
forecast horizon. We expect that the policy statement will signal less certainty 
about upcoming decisions while still signalling more tightening ahead. The BoE 
meeting on 23-March will likely see a 25bp increase. With the UK economy 
close to recession, we suspect that the BoE will be inclined to slow the pace of 
hiking to 25bp. 
 
The key data release in the eurozone will be the industrial production report, 
which should show decent activity after the dip in December. The PMI data have 
certainly improved. In the UK, the labour market data are due this coming week 
and the CPI is due the following week. The UK labour market data are likely to 
remain firm and keep the BoE under pressure. Any fiscal easing in the UK 
budget is likely to be modest. We do not expect that the budget will be much of 
an event from the BoE’s perspective.    

colin.asher@mhcb.co.uk  
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EM Asia – BI to hold while BPS hikes  

Major Events and Data Releases 

Date Event Survey Prior 

6-Mar India CPI (%YoY, Feb) 6.3 6.5 

7-Mar Malaysia Ind’ Production (%YoY, Jan) 2.5 3.0 

 Philippines Trade Balance ($mn, Jan) -- -4600 

 Philippines Remittances (%YoY, Jan) 4.4 5.8 

 Indonesia Trade Balance ($mn, Feb) -- 3870 

 India Trade Balance (Feb) -- -17750 

8-Mar Australia Unemployment Rate (Feb) -- 3.7 

9-Mar Indonesia Bank 7D Reverse Repo (%)  -- 5.75 

 S’pore Non-oil Dom Exports (%YoY, Feb) -- -25.0 

10-Mar Malaysia Trade Balance MYR (Feb) -- 18.16 

 RBA Minutes of March Policy Meeting -- -- 

 Singapore CPI (%YoY, Feb) -- 6.6 

 BSP Overnight Borrowing Rate (%) -- 6.0 

 Malaysia CPI YoY (Feb) -- 3.7 

    

Source: Bloomberg 
 

In another rough week for EM Asia FX, KRW, THB and MYR ended at the bottom 
of the pack versus USD. While some of the unwind in THB strength was also 
associated with a weaker-than-expected China 2023 GDP growth target, a 
reversion to broader USD strength was not much help. MYR underperformance 
was associated with BNM’s decision to keep its policy rate unchanged at its 9 
March meeting. BNM’s reluctance to hike further in the face of slowing domestic 
growth but a widening BNM-Fed interest rate differential exacerbates the risk of 
capital outflows and risks further MYR underperformance compared to regional 
peers. 
   
Outlook 
Sticking with a reluctance to hike rates, BI will likely keep its policy rate on hold 
at its 16 March meeting. BI’s recent statements suggest that its rate hiking cycle 
has ended. While the growth-inflation dynamics do not necessarily suggest 
otherwise, BI’s pre-commitment in the face of a volatile FX market may put it in 
a bind. USD/IDR has been subject to upward pressure and an aggressive Fed 
implies pipeline IDR depreciation pressures. By contrast, BSP has been 
emphatic in its need for further rate hikes to anchor inflation. We expect it will 
continue to hike with a 50bp move at its 23 March meeting as headline and core 
inflation have continued to rise even as domestic demand has shown few signs 
of moderating. Although the government has also stepped up importation of food 
items to compensate for severe domestic shortages, there are still distribution 
and other logistical constrains hindering efficient supply chain processes and 
exacerbating price increases. The upshot is that food price, and the spill-over 
onto broader prices, will take some time yet to show convincing signs of abating. 
That said, BSP will hint at a step down in rate hikes to 25bp in Q2. 

 lavanya.venkateswaran@mizuho-cb.com 
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Latin America – Chile and Argentina to disclose GDP figures for Q4 

Major Events and Data Releases  

Date Event Survey Prior 

Mar-13 Mexico Industrial Production (%MoM, Jan) -- 0.7 

Mar-14 Argentina CPI (%YoY, Feb) 101.2 98.8 

Mar-17 Brazil Unemployment Rate (%, Jan) 7.9 7.9 

Mar-20 Chile GDP (%QoQ, 4Q) -- -1.2 

Mar-22 Argentina GDP (%QoQ, 4Q) -- 1.7 

 Brazil Selic Rate (%) -- 13.75 

Mar-23 Mexico Bi-Weekly CPI (%YoY, Mar-15) -- 7.48 

Mar-24 Mexico Econ. Activity Index (%MoM, Jan) -- 0.35 

 Brazil IPCA-15 CPI (%YoY, Mar) -- 5.63 

    

Source: Bloomberg 
 

The Fed’s hawkish turn, opening the door for a 50bp rate hike later this month, 
brought caution to Latin American currency markets this past week. MXN 
underperformed, giving back all its gains made last week. The peso’s sharp 
selloff on Thursday reinforces the view that the currency was highly overvalued. 
Datawise, CPI data for February came in higher than expected in Brazil (5.6%) 
and below expectations in Chile (11.9%) and Mexico (7.6%).   

Outlook 
Chile and Argentina will be the last major Latin American countries to disclose 
Q4 GDP data. Chile's economic activity index, which encompasses about 90% 
of the economy tallied in GDP data, suggests that the economy partially 
rebounded, growing by an estimated 0.6%QoQ. Recall that GDP contracted 
1.2%QoQ in Q3 after remaining virtually stagnant in Q2. Still, the economy is 
expected to have expanded by 2.8% in 2022, thanks to last year's large 
carryover. Looking ahead, the end of the cyclical recovery from the pandemic, 
high interest rates, fiscal consolidation efforts, and lower copper prices point to 
a recession. We forecast GDP will fall 1.0% this year. Elsewhere, Argentina's 
economy likely contracted in Q4-22, ending a streak of five quarters of 
expansion. Indeed, the economic activity index fell for the fourth consecutive 
month in December, returning to levels not seen since November 2021. 
Expansions followed by downturns have been the norm in Argentina, a trend we 
expect to continue. We believe the economy will face a recession this year.     
 
Meanwhile, on the monetary policy front, the Brazilian central bank will 
announce its rate decision on March 22. Despite mounting political pressure to 
cut interest rates to shore up a slowing economy, policymakers will hold the 
benchmark Selic rate steady at 13.75% for the fifth meeting in a row. Still 
elevated core and service inflation suggest that convergence to target remains 
a challenge. To make matters more complicated, the public debate around 
increasing the inflation target rate brought about by President Lula has helped 
push inflation expectations further up. 
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