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Expectation on late next move by FRB and BOJ would result in directionless trading 

 

Currently, USD/JPY has been traded in a narrow range for couples of months. The USD opened at 

119.70 against JPY this year and moved lower to 115.86 on January 16. Then, the USD has been 

range-traded around 120 after temporarily soaring to recent high at 122.03 on March 10. The current 

USD/JPY moves only 6.17 yen from the rate at the beginning of this year (as of April 14). 

 

The divergence of monetary policy between the US Fed and BOJ in principle causes the USD to 

strengthen against JPY, as BOJ maintains its quantitative easing (QE), while Fed is expected to move to 

hike rate this year. However, the odds of the later first rate hike by Fed and the later additional easing by 

BOJ are increasing in the markets on the latest economic fundamentals of the two countries. With this 

reason, USD has been range-traded around the current level. Since the difference in the monetary policy 

between US and Japan affects USD/JPY rate substantially, I would like to summarize the outlook of the 

monetary policies of the both central banks as below. 

 

USD is likely to appreciate slowly after Fed’s lift-off, while BOJ holds on current monetary 

policy 

 

Kuroda, Governar of Bank of Japan showed his view at the press conference on April 8: a) the risk 

of receding to deflation or late exit from deflation encountered in last October is currently reduced, b) the 

trend of good’s price is getting rather stable, and c) the inflation rate is expected to accelerate from this 

autumn. Therefore, the current monetary policy is very likely to be kept hold as far as the inflation 

expectation is not changed so much, even if consumer price y-o-y growth temporarily dips into negative. 

Thus, the reacceleration of USD against JPY led by additional QE is less likely for the time being. 

 

The Fed’s lift-off is anticipated to be late this year or as early as this September and rate path is also 

expected to be at a considerably moderate pace. In case the US Treasury yield is substantially limited to 

rise, USD is highly likely to strengthen at a slower pace. I believe that the currency market is likely to be 

affected by the US economic data as Fed’s Yellen stated “data dependent.” 
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 Expectation of late next move by FRB and BOJ would result in directionless trading. 

 USD appreciation pace is likely to slow after Fed’s lift-off, while BOJ holds on current 

monetary policy. 

 The high in June 2007 at 124.14 yen would be a resistance. 
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Jan. 2002 High 135.15 yen

Jun. 2007 High 124.14 yen

(Note)    Data period is from Jan. 2001 to Apr. 2015.  Apr. 2015 till 13th.

(Source) SMAM, based on Bloomberg L.P. data. 

The high in June 2007 at 124.14 yen would be a resistance 

 

As mentioned above, the USD/JPY is likely to be traded directionless for some time as market 

participants are on the sidelines due to lack of fresh incentives on the monetary policy of US and Japan. I 

think that BOJ’s additional easing would be necessary together with the Fed’s rate hike in order for the 

USD to further strengthen against JPY. Since Kuroda reiterates that the consumer prices y-o-y growth is 

highly likely to attain the target of +2% in FY2015 or around, the central bank has to take some action in 

case the inflation target is very likely to be unachievable close to the FY2015 end. If the BOJ maintains 

the current policy framework, the expectation on the additional QE would increase and JPY might get 

weaker against USD towards the end of this year. In my view, the technical resistance for USD/JPY is 

124.14 of high in June 2007 before the financial crisis. However, Japanese government does not seem to 

need early additional easing as further JPY depreciation would result in the increase in imports’ prices and 

reduce the benefit from low crude oil price. As long as the market participants take this point into account, 

further sharp climb of USD will be less likely. 

 

 

 

 

 

 

 

 

 

 

Chart 1 : USD/JPY Rate Historical Chart (Monthly basis)
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Disclaimer

Please read this disclaimer carefully.
This material is for non-Japanese institutional investors only.

The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are

intended to introduce or demonstrate capabilities and expertise of Sumitomo Mitsui Asset Management

Company, Ltd. (hereinafter “SMAM ” ), or to provide information on investment strategies and opportunities.

Therefore this material is not intended to offer or solicit investments, provide investment advice or service, or to

be considered as disclosure documents under the Financial Instruments and Exchange Law of Japan.

The expected returns or risks in this report are calculated based upon historical data and/or estimated upon

the economic outlook at present, and should be construed no warrant of future returns and risks.

Past performance is not necessarily indicative of future results.

ŸThe simulated data or returns in this report besides the fund historical returns do not include/reflect any

investment management fees, transaction costs, or re-balancing costs, etc.

The investment products or strategies do not guarantee future results nor guarantee the principal of

investments. The investments may suffer losses and the results of investments, including such losses, belong to

the client.

The recipient of this report must make its own independent decisions regarding investments.

The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute

SMAM’s judgment as of the date of this material and are subject to change without notice.

The awards included in this report are based on past achievements and do not guarantee future results.

The intellectual property and all rights of the benchmarks/indices belong to the publisher and the authorized

entities/individuals.

This material has been prepared by obtaining data from sources which are believed to be reliable but SMAM

can not and does not guarantee its completeness or accuracy.

All rights, titles and interests in this material and any content contained herein are the exclusive properties of

SMAM, except as otherwise stated. It is strictly prohibited from using this material for investments,

reproducing/copying this material without SMAM’s authorization, or from disclosing this material to a third party.
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