
JPY volatility surges … and then 
subsides!
Yesterday’s local price action was 
derived by USD/JPY movements, after 
BoJ Governor, Kazuo Ueda, described 
the recent modification to Japanese 
monetary policy as, “a way to balance the 
effects and side effects of monetary easing 
measures,” with the focus on, a gradual 

“quiet exit” to avoid a significant impact 
upon financial markets, adding, “If we 
judge that Japan can achieve its inflation 
target even after ending negative rates, we’ll 
do so. Japan is showing budding positive 
signs, although the achievement of our 
target isn’t in sight yet.”

But while the USD/JPY moves added 
to volatility in the Asian time-zone, 
Europe and US price action was more 
subdued, as the focus for traders and 
speculators, was centred on this week’s 
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US CPI release, and the ECB meeting. 
Interestingly, US consumer inflation 
expectations increased for the first time 
in 5-months, firming to 3.6% in August, 
from July’s 3.5% predominately driven 
by higher rent expectations, which rose 
to their highest since July 2022 at 3.1%, 
while higher price pressures were seen 
for gas, food, medical care, and college 
education.

The European Commission’s ‘Summer 
2023 Economic Forecast’ suggests Euro-
zone growth will likely slow to 0.8% in 
2023, which is significantly lower than 
their prior 1.1% forecast, while their 
2024 forecasts have reduced from 1.6% 
to 1.3%.

In China, the financial regulator 
announced it was reducing the risk 
weighting it attaches to insurance 
companies’ holdings of blue-chip shares 
and tech stocks, encouraging them to 
invest more in the country’s lagging 
stock market, while companies will 
now need approval from the PBoC for 
dollar purchases of USD50mn or more. 
Chinese banks are also doing their bit to 
boost economic growth, after they lent 
CNY1.36tn in new loans in August 2023, 
a sharp increase on July’s CNY0.35tn. On 
the month, household loans increased 
from CNY200.7bn to CNY392.2bn, 
while corporate loans surged from 
CNY237.8bn to CNY948.8bn.

Markets though, were pretty quiet 
overnight, as equities and commodity 
markets posted modest gains … in fact, 
the only markets to sell-off were oil 
markets! The NZD and AUD also posted 

modest gains as the USD Index fell back 
below the 105.00 level to 104.50 while, 
longer-end bond yields continued their 
relentless grind higher as the 10-years 
firmed 2bp to 4.28% and the 3-year 
Treasury note auction drew its highest 
yield since 2007 at 4.66%.

The opinion corner … because 
everyone’s got one …
There seems to be a divergence of views 
within the Federal Reserve regarding 
interest rates as, according to WSJ 
Journo and Fed ‘insider’, Nick Timiraos, 

“Some officials still prefer to err on the side of 
raising rates too much, reasoning that they 
can cut them later, although other officials 
see risks as more balanced.”

US Treasury Secretary, Janet Yellen, 
is optimistic that the US can control 
inflation without causing significant 
damage to the job market, believing the 
economy is headed for a soft landing as, 

“Every measure of inflation is on the road 
down.”

Although, former Goldman Sachs Chief 
Investment Strategist, Abby Joseph 
Cohen, acknowledged US economic 
conditions have become less favourable, 

“that doesn’t mean that we’re heading into a 
recession anytime soon, but I think we are in 
a situation where things are not quite as easy 
as they might have been 18 months ago.” 
While she doesn’t predict an imminent 
recession, she highlights the potential 
impact of political issues as a handbrake 
on growth, especially if a budget deal is 
not reached and the government shuts 
down.
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