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BOJ Hikes by 15bps, Slash Bond Purchases, Lifts JPY 

Against median economist estimates (according to Bloomberg), the BOJ 
hiked rates by 15bps to 0.25% from the previous upper bound of 0.10%. 
They also intend to reduce bond purchases gradually from the current 
5.7tn yen in Jul 2024 to 2.9tn yen by Jan – Mar 2026. More immediately 
they intend to cut the monthly outright purchase to 5.4tn yen for Aug – 
Sep 2024 (see table 3). They will also be doing an interim assessment of 
the plan in Jun 2025 that will include discussion on a guideline for the JGB 
purchases from Apr 2026 onwards and also announce the results at the 
same meeting. Some of the other key salient points from today’s meeting 
are as follows: 

1. Stronger forecasts: The BOJ has chosen to raise some of its 
economic forecasts especially those related to fiscal 2025 and 
2026. They did lower fiscal 2024 GDP and headline CPI  forecasts. 
However, they still noted that risks to prices are skewed to the 
upside for fiscal 2024 and 2025 whilst economic activity is so for 
2025 (see table 2). Ueda noted himself that Japan’s economy is 
“likely to keep growing at a pace above its potential growth 
rate”.  

2. Reiterated expectations of CPI at target: They continue to 
expect CPI inflation to increase gradually, since it is projected 
that the output gap will improve and that in the second half 
projection period, CPI inflation is likely to be at a level that is 
generally consistent with the price stability target. 

3. Adjustments now done ahead: Governor Ueda commented that 
regarding today’s adjustment, he “thought best to adjust bit by 
bit early”.  

4. Further rate hikes data-dependent: Ueda also mentioned that 
there could be further rate hikes although he said additional 
moves this year would be data-dependent. He also mentioned 
they will have to consider the impact of the previous hikes in 
deciding on further action. The statement did note that “if the 
outlook for economic activity and prices presented in July 
Outlook Report will be realized, the Bank will accordingly 
continue to raise the policy interest rate and adjust the degree 
of monetary accommodation”. 

5. JPY and inflation has mention: Ueda continued to make 
references that a weak JPY can create upward pressure on prices. 
The releases did make mention, “recently, exchange rate 
developments are, compared to the past, more likely to affect 
prices”.  

6. Possibility of moving beyond 0.5% for Interest Rates: That 
figure has been touted as a terminal rate some in the market. 
Ueda in response has said that he was not particularly mindful of 
the 0.5% level, which had been seen by some as a peak rate in 
this cycle. 

7. Two Dissenters to the decision: Nakamura Toyoaki and Noguchi 
Asahi were the only two members who objected to the hike who 
were notably also the same two that did so for the Mar 2024 
move.  
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From today’s meeting, we can draw a few inferences about the BOJ. We note that 
at this point they are now pre-emptive, which contrasts to their rather slow 
reaction function in the past when policy was really only moved after data had 
proven to sufficiently be comforting for them. Their decision to move this time is 
coming at a time when consumption is soft and real wage is still negative without 
clear signs just yet that inflation can continue to sustain within their expectations. 
If anything, the economy actually still appears rather fragile at this point. Given 
such conditions, we have reason to believe that the move could also have been 
due to the JPY weakness. After all, given the rapid appreciation in the JPY over 
the last month together with the Fed signalling cuts to come soon (a few hours 
after the BOJ meeting), a hike at this time can at least help the JPY to keep its 
gains (although it has seen additional strengthening after the decision). Failure to 
have undertaken a hike at yesterday’s meeting could have resulted in the JPY 
paring back quite a substantial amount of its gains. The bond purchasing reduction 
we can say was in some sense quite disappointing as market expectation had been 
for a more immediate significant decrease of possibly even 1tn yen (the amount 
announced yesterday only being at 400bn yen).  

Where do we go from here? 

With the meeting now past though, the crucial question is where do we go from 
here. There are a few crucial points we still have to keep in mind. The first is that 
we are not inclined to believe that BOJ is going to rapidly hike from here and the 
next move may only come in Apr 2025 after the Shunto wage negotiation results 
then. The economy is still fragile and aggressive hikes would be challenging to 
undertake. Consequently, yield differentials with the US are going to remain rather 
wide even if it would be narrower than before. Therefore, it would be difficult to 
see how USDJPY can make stronger moves lower and hold much below the around 
current 150.00 levels by the end of 3Q 2024. We do not expect that it would head 
a lot higher from those levels too given JPY bears are likely to be more cautious 
after some rather strong actions from the BOJ over the month of Jul. As a note, 
the hike was not the only thing undertaken by the BOJ in Jul but there was also 
suspected intervention earlier, where they are reported to have spent to the 
amount of 5.53tn yen.  

In the coming quarters, we also expect the Fed to keep easing and this should be 
one of the primary factors to help drive the USDJPY pair downwards albeit it may 
rather gradual in nature. Overtime, the JPY funded carry trade is likely we see to 
become less attractive and more positions should get unwind as the global rates 
environment turns more favorable to the JPY.  We think that it is also important to 
take into account that JPY short positioning in some sense is still rather stretch 
according to the CFTC net non-commercial JPY position despite recent squaring 
off of positions. Therefore, more positive JPY news can lead to more closing off of 
positions and guide the USDJPY for a stronger leg down.  

We are also going to stay wary if the JPY can make a return as a safe haven over 
the coming year but at this point, we are not inclined to think it can do so just yet. 
As noted, rate differentials are likely still going to remain wide so investors may 
not necessarily be so comfortable just yet to put funds into JPY to balance out 
portfolio risks. Building up to US Presidential elections, we have also noticed that 
the USDJPY performance is very mixed. Between the months of Aug – Nov (election 
day), we notice in the last seven elections, the pair fell on four occasions but rose 
on three others. In the last three elections, the pair rose in two of them whilst 
itdropped in the other one. That drop was also fairly low compared to drops seen 
in other US elections.  

Our new forecast has therefore been adjusted as per below. This contrasts to our 
previous expectation of the USDJPY seeing more weakness into 3Q 2024 before 
heading lower. The new levels are in comparison markedly lower given the major 
changes in circumstances.  

Table 1: USDJPY Forecasts 
 

Forecast 3Q 2024 4Q 2024 1Q 2025 2Q 2025 

USDJPY 150.00 

(165.00)  

140.00 

(160.00) 

130.00 

(152.00) 

125.00 

(150.00) 
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Table 2: BOJ Forecasts 

 
Source: Bank of Japan (BOJ), Maybank FX Research & Strategy 

 
Table 3: BOJ Bond Purchase Reduction Programme 
 

Date Amount 

Jul 2024 (amount purchased) About 5.7tn yen 

Aug – Sep 2024 About 5.3tn yen 

Oct – Dec 2024 About 4.9tn yen 

Jan – Mar 2024 About 4.5tn yen 

Apr – Jun 2024 About 4.1tn yen 

Jul – Sep 2024 About 3.7tn yen 

Oct – Dec 2024 About 3.3tn yen 

Jan – Mar 2026 About 2.9tn yen 

 
Source: Bank of Japan (BOJ), Maybank FX Research & Strategy 

 
Chart 1: Narrowing Yield Differentials Would be More Supportive of the JPY 
 

 
Source: Bloomberg, Maybank FX Research & Strategy 

 
 

120

170

220

270

320

370

420

470

110

120

130

140

150

160

170

3
/1

/2
0

2
2

3
/3

/2
0

2
2

3
/5

/2
0

2
2

3
/7

/2
0

2
2

3
/9

/2
0

2
2

3
/1

1
/2

0
2

2

3
/1

/2
0

2
3

3
/3

/2
0

2
3

3
/5

/2
0

2
3

3
/7

/2
0

2
3

3
/9

/2
0

2
3

3
/1

1
/2

0
2

3

3
/1

/2
0

2
4

3
/3

/2
0

2
4

3
/5

/2
0

2
4

3
/7

/2
0

2
4

USDJPY (LHS) US - JP 10Y Yield Differential (bps) (RHS)



 

1 Aug, 2024 4 

 

FX Research   

Chart 2: Core Core Inflation has Been Softening Towards Targeting, 
Highlighting Uncertainty in Economic Data too 
 

 
Source: MacroBond, Maybank FX Research & Strategy 

 
Chart 3: Real Wage Growth has Stayed Negative 
 

 
Source: MacroBond, Maybank FX Research & Strategy 

 

Chart 4: Consumption Meanwhile has Also Been Weak 

 

Source: MacroBond, Maybank FX Research & Strategy 
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Chart 5: JPY Short Positioning is Still Stretch After Some Recent Squaring Off 
of Positions, Allowing for More JPY Strengthening if News Remains Favorable 

 

Source: Bloomberg, Maybank FX Research & Strategy 

 

Chart 6: JPY Performance has been Mixed Historically Building Up to US 
Presidential Elections But it has Underperform in Two of the Last Three 

 

Source: Bloomberg, Maybank FX Research & Strategy 
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DISCLAIMER 

 
This report is for information purposes only and under no circumstances is it to be considered or intended as an offer to sell or a solicitation of an offer 
to buy the securities or financial instruments referred to herein, or an offer or solicitation to any person to enter into any transaction or adopt any 
investment strategy. Investors should note that income from such securities or financial instruments, if any, may fluctuate and that each security’s or 
financial instrument’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is not 
necessarily a guide to future performance. This report is not intended to provide personal investment advice and does not take into account the specific 
investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek 
financial, legal and other advice regarding the appropriateness of investing in any securities and/or financial instruments or the investment strategies 
discussed or recommended in this report.  

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by 
Malayan Banking Berhad and/or its affiliates and related corporations (collectively, “Maybank”) and consequently no representation is made as to the 
accuracy or completeness of this report by Maybank and it should not be relied upon as such. Accordingly, no liability can be accepted for any direct, 
indirect or consequential losses or damages that may arise from the use or reliance of this report. Maybank and its officers, directors, associates, 
connected parties and/or employees may from time to time have positions or be materially interested in the securities and/or financial instruments 
referred to herein and may further act as market maker or have assumed an underwriting commitment or deal with such securities and/or financial 
instruments and may also perform or seek to perform investment banking, advisory and other services for or relating to those companies whose 
securities are mentioned in this report. Any information or opinions or recommendations contained herein are subject to change at any time, without 
prior notice.  

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, 
“estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or 
“might” occur or be achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently 
available to us and are subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any 
forward looking statements. Readers are cautioned not to place undue relevance on these forward looking statements. Maybank expressly disclaims 
any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this 
publication or to reflect the occurrence of unanticipated events.  

This report is prepared for the use of Maybank’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other 
party in whole or in part in any form or manner without the prior express written consent of Maybank. Maybank accepts no liability whatsoever for the 
actions of third parties in this respect. 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 locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation. 
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES 
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This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation 
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions 
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different 
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns 
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does 
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may  receive or read this report. Investors should therefore seek 
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occurrence of unanticipated events. 

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this repo rt, may, to the extent permitted by law, from time to time 
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or 
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This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any 
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this 
respect. 
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such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law. 
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Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations 
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This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL”) in Singapore has no obligation to update 
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The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and 
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the 
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