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In the UK, headline inflation hit 7% in March, confirming our view that the Bank of England
will need to continue hiking by raising Bank Rate by 25bp to 1% in May despite some
hesitation brewing within the Monetary Policy Committee. In Canada, the Bank of Canada
hiked rates 50bp in a move that was aimed at keeping inflation expectations well
anchored such that above-target inflation doesn’t become “embedded”. The decision to
raise by a larger magnitude can be viewed as the central bank taking out an insurance
policy and wasn’t just conducted by the BoC. Earlier on Wednesday, the Reserve Bank of
New Zealand also raised interest rates by 50bp. Unlike in Canada, where the BoC’s
decision kept Canadian yields stable during the reduction in US yields and thus resulted
in CAD appreciation, the RBNZ’s actions prompted a sell-off in the Kiwi dollar as markets
viewed the decision as one that would lower the RBNZ’s terminal rate. Over in Europe,
the ECB kept policy on hold, affirming its March decision to speed up the QE taper such
that balance sheet expansion should end in Q3. However, the central bank's decision
stopped short of giving any explicit hawkish guidance despite economist expectations
after record high inflation prints.

Given the level of uncertainty over the persistence of the current inflation 
shock and the impact it will have on consumer expectations, bond and 

money market pricing of monetary policy tightening will likely continue to 
be the main driver of FX markets next week.

March's CPI report from the US prompted a broad repricing of US interest rate
expectations this week after the core measure showed a marked slowdown in the pace
of domestic driven price growth. While the repricing was visible across the entirety of the
Fed’s implied tightening timeframe, the most impactful repricing for markets was that of
the terminal rate. As measured by overnight index swaps, the market-implied terminal
rate fell from 2.557% last week to 2.426%, while in eurodollar markets (another measure of
expected US interest rates), the yield on the December 2023 future fell from 3.3% to 3%. In
tandem with the repricing in money markets, US Treasury yields also moderated across
the entirety of the curve, with the largest move exhibited in the two-year tenor given the
Fed’s hiking cycle is expected to peak in the next 2-to-3 years. The dilution of interest rate
expectations in the US weighed on the dollar towards the end of the week, especially
against currencies where market pricing of central bank tightening wasn’t as fully
allocated across asset classes (GBP, EUR, SEK). Outside of Fed pricing, events largely
focused on inflation and central bank policy.

https://www.monexeurope.com/news-analysis/in-depth-analysis/uk-cpi-hits-7-in-march-ahead-of-the-april-ofgem-energy-cap-increase/
https://www.monexeurope.com/news-analysis/in-depth-analysis/boc-takes-out-an-insurance-policy-in-the-form-of-a-50bp-hike/
https://www.monexeurope.com/news-analysis/in-depth-analysis/march-cpi-doesnt-settle-terminal-rate-debate/
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Calendar (all times BST)

Monday – 18/04

03:00 China GDP Q1 YoY for March (est 4.2%, prev 4.0%) 
China industrial production YoY for March (est 4.1%, prev 4.3%) 
China retail sales YoY for March (est -3.0%, prev 1.7%) 

China’s Q1 growth data is likely to show a sequential pick-up in growth momentum,
masking the damage to the economy from the Covid induced lockdowns towards the
end of the month. Signs that China’s economy is set to have a weaker growth trajectory in
2022 are likely to appear in March’s industrial production and retail sales data, especially
as the service sector bears the brunt of the lockdown impact as consumption is
contained. The March data will likely confirm that easing from the PBoC is required to
stabilise the medium-term growth outlook despite a stronger Q1 growth reading.

13:15 Canada housing starts for March (prev 247.3k)

21:00
Federal Reserve’s James Bullard speaks on the US economy and monetary 
policy

Tuesday – 19/04

02:30 Reserve Bank of Australia meeting minutes for March 

05:30 Japan final industrial production MoM (prev 0.1%) and YoY (prev 0.2%) for 
February 

13:00 Poland core CPI MoM (exp 0.9%, prev 1.0%) and YoY (exp 7%, prev 6.7%) for 
March 

After the National Bank of Poland raised interest rates by a whopping 100bps, signalling
to markets that inflation is its first priority even if this means lower growth, PLN traders
will keep close tabs on the core CPI reading on Tuesday. The headline figure, which
came in 2 weeks earlier, already soared to 10.9% YoY vs the consensus of 9.8%, while the
MoM figures printed at 3.2%, well above expectations of 2.5%. By now, markets,
policymakers, and news readers know energy prices have been the main source of
inflation in recent months, but its passthrough to components in the core figure will
matter most for monetary policy expectations and therefore FX markets.

13:30 US building permits for March (est 1839k, prev 1865k) 
US housing starts for March (est 1745k, prev 1769k) 

Wednesday – 20/04

02:15 PBOC Loan Prime Rate 1Y (est 3.60%, prev 3.70%) and 5Y (est 4.55%, prev 4.60%)

With lockdowns in Shenzhen and Shanghai prompted a broad downgrade in growth
projections for China’s 2022 growth, the Peoples Bank of China are likely to heed the call
for action and loosen monetary policy in order to stimulate activity.
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After the State Council hinted on Wednesday of a cut to the required reserve ratio in the
coming days, thus freeing up capital to be issued as loans, markets are broadly expecting
the central bank to go further and reduce the new policy interest rates used to price new
loans. Of the 22 economists surveyed by Bloomberg, 12 of them expect a 10bp reduction
in the 1-year loan prime rate and four expect a 5-point reduction. The impact of further
policy easing by the PBOC on CNY is difficult to guage in advance. On the one hand, it will
spur China’s growth profile, while on the other, lower rates will prompt capital outflows.

09:00 South Africa CPI MoM (est 0.9%, prev 0.6%) and YoY (est 6.0%, prev 5.7%) for 
March 

13:30 Canada CPI MoM (prev 1.0%) and YoY (prev 5.7%) for March 

Canadian CPI is very likely going to outpace its previous rate of increase given the surge
in energy prices over March. That should mirror last week’s US data, which showed
headline inflation rising 0.6 percentage points from February to 8.5% YoY. The Bank of
Canada’s April Monetary Policy Report saw the central bank revise its inflation forecasts
upwards largely because of Russia’s invasion of Ukraine and the resulting commodity
price shock. Therefore, the headline print is unlikely to be the report’s most salient data
point for markets. Instead, various proxies of domestic inflation such as core and services
ex housing will be a clearer guide to the path of inflation over Q2 and into the second half
of the year.

15:00 US existing home sales for March (est 5.77m, prev 6.02m) 

15:30 Federal Reserve Mary Daly speaks on the outlook at the University of Las Vegas

16:30
Federal Reserve’s Charles Evans speaks on the outlook at the Macro Week 2022 
in Washington 

19:00 Federal Reserve releases Beige Book 

With market pricing of rate hikes from the Fed being arguably as aggressive as it can get
for the next couple of months at nearly 200bps of hikes are priced in by the end of May,
the Beige Book is unlikely to further firm speculations. Instead, we expect the Fed’s
assessment of current economic conditions to be reflective of recent communications in
the FOMC meeting minutes and the start of the hiking cycle in March. We don’t expect
the US dollar to gain much more out of the release of the Beige Book. However, if the
Fed accentuates the worsening inflation outlook, 10Y yields may see a modest bump as
expectations around quantitative tightening may become more aggressive.

Thursday – 21/04

07:00 Norway industrial confidence for Q1 (prev 8.6) 

07:45
France manufacturing confidence for April (prev 106) 
France business confidence for April (prev 107) 

09:00
Poland PPI MoM (prev 0.9%) and YoY (prev 15.9%) for March  
Poland employment MoM (est 0.1%, prev 0.25) and YoY (est 2.4%, prev 2.2%) for 
March
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10:00 Eurozone final CPI MoM (est 2.5%, prev 2.5%) and YoY (est 7.5%, prev 7.5%) for 
March

13:30 Philadelphia Fed business outlook for April (est 21.0, prev 27.4) 

13:30 US initial jobless claims for the week ending April 16 

15:00 Eurozone advanced  consumer confidence for April (est -20.0, prev -18.7) 

17:30 Bank of England Governor Andrew Bailey speaks at the Macro Week 2022 in 
Washington 

19:00 Fed Chair Powell and ECB President Lagarde participate in IMF global panel 
discussion 

Friday – 22/04

00:00 Austalia preliminary S&P Gobal PMIs for April
Composite (prev 55.1)
Manufacturing (prev 57.7)
Services (pre 55.6)

00:01 UK GfK consumer confidence for April (prev -31) 

00:30 Japan core (est -0.8%, prev -1%) and headline (est 1.2%, prev 0.9%) CPI YoY for 
March 

Japan’s core inflation reading on Friday will be heavily scrutinised by markets after
USDJPY hit a 20-year record and climbed all the way up to the 126-handle as the Bank of
Japan reaffirmed its ultra-dovish policy stance. While rising Treasury yields from the US
play a big part in the pair’s rally, as this widens yield differentials between the US and
Japan and pulls capital out of Japan, Japan’s domestic inflation has also become a
weighing factor on its currency. Inflation is ticking up higher while growth lags behind, as
the nation is a substantive energy importer. This leaves the Bank of Japan with no other
choice than to continue to stimulate the economy. However, if the core reading surprises
to the upside and it becomes evident that the soaring energy inflation has filtered
through to other categories of inflation quite substantively, then this could drive the next
leg higher in USDJPY and may evoke speculation of incoming FX intervention by the
Bank of Japan.

07:00 UK retail sales MoM (prev -0.3%) and YoY (prev 7.0%) for March 

08:15 France preliminary S&P Global PMIs for April
Composite (prev 56.3)
Manufacturing (prev 54.7) 
Services (prev 57.4) 

08:30 Germany preliminary S&P Global PMIs for April 
Composite (est 54.1, prev 55.1) 
Manufacturing (est 54.3, prev 56.9) 
Services (est 55.5, prev 56.1) 
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09:00 Norges Bank Q1 Survey of Bank Lending 
Eurozone preliminary S&P Global PMIs for April 
Composite (est 54.0, prev 54.9) 
Manufacturing (est 54,7, prev 56.5) 
Services (est 55.0, prev 55.6) 

09:30 UK S&P preliminary Global/CIPS PMIs for April 
Composite (prev 60.9)
Manufacturing (prev 55.2) 
Services (prev 62.6) 

13:30 Canada industrial product price MoM for March (prev 3.1%) 
Canada retail sales MoM for March (prev 3.2%) 

14:00 European Central Bank President Christine Lagarde gives keynote speech at 
Macro Week in Washington 

14:45 US preliminary S&P Global PMIs for April 
Composite (prev 57.7)
Manufacturing (est 57.8, prev 58.8) 
Services (est 58.6, prev 58.0) 
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