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Currency Main focus of the week (S-T view)
EUR Soft PMI to add to downside pressures
USD Jackson Hole to signal cuts are coming but higher front end UST yields should prove USD supportive
JPY Ueda to stick to the hiking script. But JPY gains already looking stretched
GBP Risk appetite to support GBP

Overnight comment — Shifting balance of risks

Market data

The minutes of the late July FOMC meeting showed a majority of the Committee saw a rate cut in
September as likely to be appropriate, with most seeing the risks as shifting from the inflation to the
unemployment side of the mandate. The 18 September FOMC remains priced around 33bp as it has
been for most of the last week. In the Asian session, UST yields were little changed, Asian stocks
tracked US shares higher and the DXY index was also little changed. Brent crude sits around $76,
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near its January low.

The Japan PMI pushed higher to 53.0 in August - its highest level since May ‘23. Both manufacturing AUD
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and services improved on the month, though at 46.5, manufacturing is still contracting. Composite Nz

new orders showed firmer growth. Input costs rose at their fastest pace for 16 month, even as output
prices rose more slowly, indicating squeezed margins. The report will support the BoJ’s view that
the economy is firm enough to withstand a modest tightening cycle. Koizumi looks as if he is making
headway in his campaign to be next PM, with the media reporting that he has won the backing of
the Suga faction, while the Aso faction looks to be struggling to exert influence over the process.
Koizumi is popular with the public. MoF’s weekly portfolio flow data show no signs of widespread
repatriation of funds by Japanese investors, especially on the fixed income side. Japanese investors
were net buyers of overseas bonds to the tune of ¥1854bn in the week to 16 August. They also
bought ¥353bn in overseas stocks. USD/JPY was little changed around the 145.25 level. It was
a quiet start to trade in the eurozone ahead of today heavy’s data schedule. EUR/USD sits just
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below year to date highs around the 1.1150 level, while GBP/USD sits around 1.3095. 75

Today’s Major Events and Data Releases
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Events over coming 24 hours Survey/Prev a5
EZ — Composite PMI, flash (DI, Aug) 50.1/50.2 35 ‘ ‘ ‘ ‘
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EZ — ECB’s negotiated wages indicator (% YoY, Q2) -/ %0 USD/IPY vol
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EZ — Consumer confidence (DI, Aug) -12.6/-13.0 200
175
UK — Composite PMI, flash (DI, Aug) 53.0/52.6 150
125
US — Weekly jobless claims (k) 232/227 100 W
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Europe. The PMI in the eurozone is among the most important cyclical indicators in the region. It
provides timely information on both demand and supply. That said, its relationship with underlying
activity has been a little looser since the outbreak of Covid. The eurozone PMI sits just above the 50
level and is not expected to change much. At this level, it suggests that eurozone economy is
struggling, primarily in manufacturing and especially in Germany. The German manufacturing PMI
is languishing around 43.0. The eurozone employment Dl is also close to flat. Despite rising input
prices in July, the rate of growth of output prices slowed to the weakest pace since October, reflecting
weak demand and margins being squeezed. The ECB also releases its estimate of negotiated
wages. Early data from Germany and Italy point to negotiated wage growth remaining elevated. In
the UK, the PMI looks a little more healthy. The drop in headline inflation should help sentiment
remain supported, as should the dip in interest rates at the start of August. The data are likely to
underscore diverging prospects between the UK and the eurozone.

US. Jobless claims were among the indicators that set off the market panic at the start of the month.
They have subsequently pushed lower helping calm markets, with some of the increase looking
weather related. US PMI data are also due but they are less market moving in the US given the
plethora of other surveys. Existing home sales are also due.
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This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author(s). It has not been prepared by an
independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed to
promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment
research.

This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC”) Regulations 1.71 and 23.605
promulgated pursuant to the U.S. Commodity Exchange Act and is not intended to provide information upon which to base a decision to enter into
a derivatives transaction regulated by the CFTC. Any discussion in this publication of derivatives is limited to commentary on economic, political,
or market conditions and statistical summaries of multiple companies’ financial data, which may include lists of current ratings.

This publication is not intended to be relied upon as advice to investors or potential investors and does not take into account investment objectives,
financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients within the meaning of the United
Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US, Brazilian, Japanese, Singapore or any
other applicable securities laws. This publication has been prepared for information purposes only and is not intended by Mizuho to market any
financial instrument, product or service or serve as a recommendation to take or refrain from taking any particular course of action or participate
in any trading or other strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the
assets, businesses or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other
strategy, nor a disclosure document under applicable laws, rules, regulations or guidelines. These materials and the content of any related
presentation are confidential and proprietary and may not be passed on to any third party and are provided for informational purposes only. As a
general rule you will not have a right to terminate early any transaction entered into — if you wish to do so, losses may be incurred by you Mizuho
shall have no liability for any losses you may incur as a result of relying on the information herein or in any related presentation.

The information contained in this publication may not be current due to, among other things, changes in the financial markets or economic
environment. Mizuho has no obligation to update any information contained in this publication. Past performance is not indicative of future
performance.

This Publication has not been nor will be submitted to, or reviewed by, any regulatory authority. Without limiting the generality of the foregoing,
nothing contained herein is in any way intended by Mizuho to offer, solicit and/or market any financial instrument, product or service, or to act as
any inducement to enter into any contract or commitment whatsoever. A recipient must complete its own independent analysis of the financial
instrument, product or service and receive all information it requires to make its own decision, investment or otherwise, including, where applicable,
a review of any prospectus, prospectus supplement, offering circular or memorandum describing such item. The information contained in this
Publication has been obtained from public sources and such information is believed to be correct and reliable but has not been independently
verified.

United Kingdom / European Economic Area: In the UK, Mizuho is authorised by the Prudential Regulation Authority and subject to regulation
by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of MHBK's regulation by
the Prudential Regulation Authority are available upon request. This publication may also be distributed by Mizuho International plc (“MHI”). MHI
is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

Singapore: Mizuho is licensed as a bank under the Banking Act (Chapter 19) of Singapore, and is regulated by the Monetary Authority of
Singapore.

Japan: Mizuho is authorised and regulated by the Financial Services Agency of Japan.

United States: This publication is not a “research report” as defined in Commodity Futures Trading Commission (‘CFTC”) Regulations 1.71 and
23.605. The content of publications distributed by Mizuho Securities USA Inc. (“MSUSA”) is the responsibility of MSUSA. The content of
publications distributed directly to US customers by Mizuho is the responsibility of Mizuho. US investors must effect any order for a security that
is the subject of this report through MSUSA.
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