
 

 
◆ Month-to-date, the JPY has been the weakest G10 currency, 

and the EUR has also underperformed 

◆ Our base case remains for USD-JPY to move lower by year-

end, but we see potential upside risks over the near term 

◆ If energy-related disruptions continue and Eurozone activity 

weakens further, the EUR is likely to face downside risks 
 
FX markets are likely to remain sensitive to geopolitical developments. Escalating 
Middle East tensions typically support the USD, while de-escalation tends to weigh on it. 
Within the G10, the JPY has been the weakest currency month-to-date, with the EUR not 

far behind (Bloomberg, 23 April). 

Bearish sentiment towards JPY is consistent with Japan’s macro exposure. Japan 
is the largest net energy importer among advanced economies (scaled by GDP) and has 
deep economic ties with the Gulf region. Despite these headwinds, USD-JPY has 

traded in an unusually narrow range recently. A cautious Bank of Japan (BoJ) and 
domestic fiscal challenges may delay USD-JPY’s convergence lower towards levels 
implied by rate differentials (Chart 1). Key fiscal watchpoints include the possibility that 
funding for fuel subsidies may run out in mid/late May and that a supplementary budget 

may be proposed. 

Offsetting factors include net portfolio inflows (foreign buying of Japanese equities 
and bonds month-to-date in April, alongside Japanese selling of foreign bonds) and firm 
verbal intervention from the Ministry of Finance (Katayama: “bold action”; Bloomberg, 

17 April), may help cap USD-JPY. 

Our base case remains for USD-JPY to decline by year-end. Near-term upside 
risks include a more dovish BoJ, a more hawkish Federal Reserve (Fed), escalation in 
the Middle East conflict and renewed oil-price highs, and further fiscal slippage in Japan. 

1. USD-JPY and its rate differential  2. EUR-USD and Eurozone activity 
surprise index 

 

 

 
Source: Bloomberg, HSBC  Source: Bloomberg, HSBC 

Turning to the EUR, Middle East developments have been the key driver, but 
cyclical factors (such as growth, inflation, and policy response) are likely to determine the 
magnitude of moves. Eurozone flash composite PMI disappointed in April, with the 

private sector returning to contraction for the first time since December 2024. Price 
components also point to a stagflationary impulse. If disruption around the Strait of 
Hormuz persists, the negative impact on Eurozone growth and inflation is likely to 
intensify, undermining the EUR (Chart 2).  
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Disclosure appendix 

Important disclosures 

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to 

buy the securities or other investment products mentioned in it and/or to participate in any trading strategy.  Information in this 

document is general and should not be construed as personal advice, given it has been prepared without taking account of the 

objectives, financial situation or needs of any particular investor.  Accordingly, investors should, before acting on it, consider the 

appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek prof essional 

investment and tax advice.  

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may 

not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability  of the 

investment products mentioned in this document and take into account their specific investment objectives, financial situation or 

particular needs before making a commitment to purchase investment products.   

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor  

may get back less than originally invested.  Certain high-volatility investments can be subject to sudden and large falls in value 

that could equal or exceed the amount invested.  Value and income from investment products may be adversely affected by 

exchange rates, interest rates, or other factors.  Past performance of a particular investment product is not indicative of f uture 

results. 

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of 

companies covered in HSBC Research on a principal or agency basis.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

Additional disclosures 

1 This report is dated as at 24 April 2026. 

2 All market data included in this report are dated as at close 23 April 2026, unless a different date and/or a specific time of 

day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of 

Research operate and have a management reporting line independent of HSBC's Investment Banking business. 

Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses 

to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument or of an investment fund. 
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