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JPY: Trading through the line in the sand 
 

USD/JPY trades through levels that triggered intervention previously 

Further weakening would hurt fragile Japanese consumers 

Expect further intervention imminently should JPY continue to slide  
 

USD/JPY broken through 160-handle again 

 The Japanese currency has recently come under renewed pressure, with the 
USD/JPY hitting a 38-year high of 160.87 in trading yesterday (June 26), and 
trading through levels where the Japanese authorities last intervened in the 
market, which occurred earlier this year on April 29 after the USD/JPY traded up 
to 160.17 (Figure 1), which was the highest level in 34 years at that juncture. 
 

 The intervention on Apr 29 had a significant impact, resulting in the USD/JPY 
diving to as low as 154.54 the day itself, and as low as 151.86 within the next 4 
trading sessions. But the renewed broad USD strength we have seen recently has 
seen the USD/JPY being pushed higher as well.  

 

 The 160-handle on the USD/JPY had been perceived as the line in the sand by 
market participants given the previous intervention there. And with the USDJPY 
now through that level, the fear of further intervention looms again. We explore 
whether or not this is likely to be the case. 

 
 

A weakening of the JPY has hurt the Japanese consumers 

 One would suspect that the weakening of the JPY over the last few years has 
been somewhat welcome by the Bank of Japan as they looked to fight deflation, 
given the impact that it has had on domestic inflation through the channel of 
higher import prices.  
 

 Core inflation has indeed risen over the last few years, initially from the same 
supply chain constraints faced by the rest of the world, and has been running at 
or above the Bank of Japan’s price stability target of 2.0% for the last 26 months 
now (Figure 2). Therefore, any further transmission of higher prices through 
continued currency depreciation wouldn’t be as desirable as before to the BoJ, 
especially any rise of prices above the rate of wage growth, which would upset 
their gradual normalization of monetary policy. 
 

 Japan GDP growth has been volatile of late, with negative outcomes in two out 
of the last three quarters. Whilst the currency deprecations have been welcome 
by the export sector, the picture has been gloomier for the Japanese consumers, 
with spending contracting consecutively for the last four quarters (Figure 3). 
Hence, it would be understandable why the government will frown upon any 
further JPY depreciation, which would adversely impact the purchasing power of 
consumers. 

 
 
 
 

Figure 1: USD/JPY traded at 38-year high of 
160.87 on June 26 

 
Source: Bloomberg 
 

 
Figure 2: Japanese core consumer prices 
have been running at or above 2.0% for 26 
straight months 

 
Source: Bloomberg; HLBB Global Markets Research 

 
 
Figure 3: Consumer spending in Japan has 
been negative for 4 consecutive quarters 
 

 
 
Source: Bloomberg; HLBB Global Markets Research 
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The recent moves have been about USD strength but also about JPY weakness 

 The recent catalyst for USD/JPY moving higher has much to do with USD 

strength, with the DXY moving up from around to 104.00 level at the start of the 

month, to closing slightly above 106.00 as at New York close yesterday (26 June). 

 

 The Japanese authorities have previously tended to intervene during periods of 

sudden sharp JPY depreciation. And more often than not it was when the JPY 

was falling in isolation, or at a faster pace against the USD compared to the other 

major currency pairs.  

 

 Hence, it is worthwhile to pay attention to the major JPY crosses when assessing 

whether or not intervention is looming. Looking at the EURJPY, we can see that 

is has risen about 1.5% above the level it was at on Apr 29, when the BoJ last 

intervened in the market., so the JPY has indeed underperformed in this USD 

strength backdrop. 

 

 Looking at other major crosses, the story is even more pronounced. The 

Japanese Yen has underperformed both the GBP and the AUD by larger margins 

over the same period of time - GBP/JPY and AUD/JPY have risen by roughly 2.6% 

and 3.3% respectively since the end of April. 

 

 With this picture of underperformance for the JPY against other majors, it is thus 

increasingly likely that a further bout of USD/JPY strength could indeed 

imminently set the Japanese authorities into action. 

 
 

Conclusion 

 The Bank of Japan should continue to normalise interest rates gradually to a level 
closer to the neutral level of rates, and accelerate their quantitative tightening 
and reduce the size of their balance sheet in the months ahead. 

 

 Fundamentally, we see a stronger JPY ahead as this monetary policy 
normalization continues to take its course domestically, while other major 
central bank’s move in the opposite direction and reduce policy rates in their 
jurisdictions leading to a reduction in the policy rate differential between Japan 
and these countries. 

 

 In the near term, given the weakness of the Japan consumers recently, it is highly 

likely that the Japanese government’s resolve to arrest any further sharp 

declines in the JPY remains unchanged, and that they would not hesitate to 

intervene again in the currency markets should this be the case. 

 
 

Figure 4: JPY has not only fallen versus the 
USD, but against major JPY crosses like the 
EUR 

 
Source: Bloomberg 
 

 
Figure 5: The picture is even more 
pronounced when looking at other JPY 
crosses 

 
Source: Bloomberg; HLBB Global Markets Research 
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DISCLAIMER 

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any 
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or solicitation 
with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or 
commitment whatsoever. 
 
The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable 
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the 
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of 
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not 
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a reader 
or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently 
becomes inaccurate.  
 
HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of 
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in 
or derived from or omission from the reports or matter.  
 
Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These 
entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for their 
own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their own account or for the 
account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with its business activities, may possess 
or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial 
instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.  
 
The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made in 
this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based 
on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a representation 
that the matters referred to therein will occur.  Any projections or forecasts mentioned in this report may not be achieved due to multiple risk factors 
including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance 
can be given that any opinion described herein would yield favorable investment results. Recipients who are not market professional or institutional 
investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on the 
recommendations in this report.  
 
HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses, 
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB does 
not accept responsibility whatsoever for any such material, nor for consequences of its use. 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country 
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the 
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without 
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose 
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof 
agrees to be bound by the foregoing limitations. 
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