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Rising US Yields Led to ~5% Spike in USDJPY 

Rising UST yields dominated headlines in Feb-Mar. From late Jan to last 

Fri, UST-JGB 10Y yield differentials widened from around 98bps to 162bps. 

Concomitantly, USDJPY rose by around 5% to breach the 109-handle last 

week. Besides inflation concerns, the Fed’s recent decision on the 

Supplementary Leverage Ratio (SLR), a measure of capital adequacy, was 

also closely watched. Concern was that expiry of SLR exemption on 31 Mar 

would lead banks to reduce UST holdings (see main text for 

technicalities). Last Fri, the Fed announced that it will indeed allow the 

SLR exemption to expire but comforted markets somewhat by revealing 

that US banks have nearly US$1trn in capital, which is already well above 

the US$800bn needed to comply with the SLR. Buy-on-dip and buy-the-

fact activity could have resulted in subsequent easing US yields. As a 

result, USDJPY retraced modestly lower below the 109-handle. 

Chance for Retracement Lower in USDJPY, But May Be Modest  

Near-term, USDJPY pair should continue to be reactive to shifts in yield 

differentials. The 52-week rolling correlation between changes in USDJPY 

and UST-JGB 10Y yield differentials has stepped up recently to reach 

around 0.6. Comparing prior episodes of intensive US yield spikes 

(including activity 100 days post treasury rout), we note that:  

• In 2013, when US yields stabilized over the next 100 days, USDJPY 

settled in an elevated range (side-way moves). 

• In 2016, a one-quarter retracement (22/89bps) over the next 100 

days of the initial up-move in UST10Y yield saw USDJPY retrace more 

than one-third of its spike up. 

• Exception was 2015, when massive BoJ QQE stimulus led USDJPY 

to rise in a sustained fashion despite breather in US yield spikes. 

While monetary policy settings remain accommodative, policy tones are 

somewhat different this time round vs. 2015. Just last Fri, BoJ moved to 

widen the range around its 10Y yield target to 0.25%-pt on either side, 

from about 0.2%-pt. It also scrapped the JPY6tn annual target quota for 

buying ETFs. On net, these subtle steps at policy calibration (with a 

modest normalization bias) could be positive for JPY at the margin.  

Taken together, in a scenario where US yields take a breather from its fast 

pace of gains but remain elevated near-term, USDJPY could similarly trade 

in a higher range (vs. Jan-Feb 103-106 range). Technical analysis suggests 

chance for pullback lower for USDJPY in interim, but extent may be 

modest. Drags from the dollar softness narrative are less pertinent now, 

but might act on the pair more significantly when US twin deficit concerns 

emerge more strongly. Considering the above, we shift our forecasts for 

USDJPY higher in the quarters ahead but maintain a slight downward-

sloping trajectory.  
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Yield Differentials as Key Driver in Interim for USDJPY 

Rising UST yields dominated headlines in Feb-Mar. For instance, UST10Y 

yield rose by around 70bps from late Jan 2021 to reach an interim high of 

1.72% (at closing) last Fri. Over the same period, UST-JGB differentials in 

10Y yields widened from around 98bps to 162bps. Concomitantly, USDJPY 

rose by around 5% to breach the 109-handle last week. The rise in yields 

was triggered in part by inflation concerns arising from the global macro 

recovery and the passage of the US$1.9trn stimulus package in the US. 

In addition, the Fed’s recent decision on the Supplementary Leverage 

Ratio (SLR) was closely watched by markets. SLR (tier-1 capital/ total 

leverage exposure) is a measure of capital adequacy. At the onset of Covid 

last year, Fed had announced in Apr-2020 to temporary exclude USTs and 

banks’ deposits with the Fed from its calculation of banks’ SLR, until 31 

Mar 2021. This exemption had allowed for the denominator (total leverage 

exposure) of the SLR to be reduced, temporarily bumping up the banks’ 

SLR. The intent of higher SLR then was to expand banks’ balance sheets 

and help to facilitate the flow of risk and liquidity through the banking 

system. Without an extension, banks may have to hold less USTs, reduce 

customer deposit intake, or hold more capital against their total leverage 

exposure. The earlier sell-off in USTs might have been in part a pre-pricing 

in of a no-extension scenario.    

Last Fri (19 Mar), the Fed announced that it will indeed allow the SLR 

exemption to expire while it considers longer-term changes to the ratio. 

Nonetheless, the Fed estimated that US banks have nearly US$1trn in 

capital, which is already well above the US$800bn needed to comply with 

the SLR at the moment. This comforting note, alongside buy-on-dip and 

buy-the-fact activity, had resulted in more orderly trades and easing yields 

in the US treasury markets earlier this week. As a result, USDJPY has 

retraced modestly lower below the 109-handle. 

Near-term, USDJPY pair should continue to be reactive to shifts in yield 

differentials. The 52-week rolling correlation between changes in USDJPY 

and UST-JGB 10Y yield differentials has spiked to around 0.6. This week, 

Fed Chair Powell and Treasury Secretary Yellen will appear before the 

House Panel and again before the Senate Banking Panel. Just overnight, in 

his testimony to lawmakers, Powell reiterated that “the effect on inflation 

will be neither particularly large nor persistent.” More reassurance from 

the duo could ease UST yields lower, with chance for downsides in USDJPY. 

USDJPY Moves Broadly Aligned with Yield Differentials Historically  

 

Source: Maybank FX Research & Strategy, Bloomberg 
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Recent Spike in 52-Week Rolling Correlation between Changes in 

USDJPY and UST-JGB 10Y Yield Differentials 

 

Source: Maybank FX Research & Strategy, Bloomberg 

 

Comparison with Historical Episodes of UST 10Y Yield Spikes   

  %-pt Chg or % Chg 

US Yield Spike Episode UST 10Y Yield DXY JPY 

2 May to 5 Jul 2013 1.11 2.71 -3.21 

Next 100 Days 0.00 -4.43 -0.07 

        

30 Jan to 6 Mar 2015 0.60 2.97 -2.72 

Next 100 Days 0.02 -0.38 -2.42 

        

29 Sep to 1 Dec 2016 0.89 5.87 -11.99 

Next 100 Days -0.22 -1.25 4.37 

        

27 Jan to 19 Mar 2021 0.70 1.40 -4.38 

Next 100 Days - - - 

Note: Episodes are selected by selecting mini-peaks/troughs in US 10Y yields. JPY changes 

are measured against the USD.  

Source: Maybank FX Research & Strategy, Bloomberg 

 

Looking at the table above, we note that prior episodes of intensive US 

yield spikes usually lasted around 1-2 months. 

 Spikes in UST yield are usually accompanied by immediate upsides 

in the dollar. 

 In 2013, when US yields stabilized over the next 100 days, USDJPY 

settled in an elevated range (side-way swings). 

 In 2016, a one-quarter retracement (22/89bps) over the next 100 

days of the initial up-move in UST10Y yield saw USDJPY retrace 

more than one-third of its spike up. 
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 Only exception was 2015, when massive BoJ QQE stimulus led 

USDJPY to rise in a sustained fashion despite breather in US yield 

spikes. 

We note that while monetary policy settings remain accommodative, 

policy tones are somewhat different this time round. Just last Fri, BoJ 

moved to widen the range around its 10Y yield target to 0.25%-pt on either 

side, from about 0.2%-pt. It also scrapped the JPY6tn annual target quota 

for buying ETFs. Eliminating the target while keeping the ceiling of 

JPY12trn should give BoJ more flexibility in the magnitude and timing of 

purchases, but might induce some concerns that BoJ is seen as dialing back 

on stimulus.  

On net, these subtle steps at policy calibration (with a modest 

normalization bias) could be positive for JPY at the margin. For instance, 

one day before the actual announcement, a Nikkei report on these 

potential changes had sent the USDJPY pair down by around 40-50pips at 

one point.  

 

Conclusion 

Taken together, in a scenario where US yields take a breather from its fast 

pace of gains but remain elevated near-term, USDJPY could similarly trade 

in a higher range (vs. Jan-Feb 103-106 range). Technical analysis (see 

below) suggests chance for pullback lower for USDJPY in interim, but 

extent may be modest.  

Drags from the dollar softness narrative are less pertinent now, but might 

act on the pair more significantly when the US twin deficit concerns 

emerge more strongly. In risk asset markets, valuations have seen modest 

corrections from recent highs, and JPY may see intermittent demand as a 

hedge against complacency.  

Considering the above, we shift our forecasts for USDJPY higher in the 

quarters ahead but maintain a slight downward sloping trajectory.  

Forecast 2Q 2021 3Q 2021 4Q 2021 1Q 2022 

USDJPY 108             
(104)       

107             
(103)       

106             
(103)       

105             
(102)       

  Previous forecasts in parentheses. 
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Momentum Mildly Bearish, Overbought 

 

  
 

Momentum on daily chart has turned mildly bearish while RSI remains in 

overbought territory. Upsides may be capped in the interim. Chance for 

modest retracement lower. Support at 108.20 (61.8% fibo retracement of 

Mar 2020 high to Dec low), 107.90 (21-DMA), 106.00 (50-DMA). Resistance 

at 109.50 (76.4% fibo), 110. 
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instrument’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a 
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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 
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mentioned in this report. Any information or opinions or recommendations contained herein are subject to change at any time, without prior notice.  
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“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 
 

DISCLAIMERS 
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 fr om 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 financial, 
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subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of this report by MKE and it should not be relied upon as such. 
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“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. MKE expressly disclaims 
any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances af ter the date of this publication or to reflect the occurrence of 
unanticipated events. 

MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, 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 solic it business from such issuers, and/or have a position or holding, or 
other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.  In addition, it may make markets in the securities mentioned in 
the material presented in this report. One or more directors, officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report to the extent 
permitted by law.  

This report is prepared for the use of MKE’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 MKE and MKE and its Representatives accepts no liability whatsoever for t he 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 juri sdiction where 
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distr ibution only under such circumstances as may be permitted by applicable law. 
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional 
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this repor t. 

Malaysia 
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 
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.  

Singapore 
This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank KERPL”) in Singapore has no 
obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact Maybank KERPL in Singapore in respect of any matters arising 
from, or in connection with, this report. If the recipient of this report is not an accredited investor, expert investor or i nstitutional investor (as defined under Section 4A of the Singapore 
Securities and Futures Act), Maybank KERPL shall be legally liable for the contents of this report, with such liability being  limited to the extent (if any) as permitted by law. 
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Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written  permission of Maybank Kim Eng Securities (Thailand) 
Public Company Limited. Maybank Kim Eng Securities (Thailand) Public Company Limited (“MBKET”) accepts no liability whatsoever for the actions of third parties in this respect. 
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either recommendation or target price, or both.  MBKET reserves the rights to disseminate MBKET Retail Research reports to institutional investors who have requested to receive it. If you are 
an authorised recipient, you hereby tacitly acknowledge that the research reports from MBKET Retail Research are first produced in Thai and there is a time lag in the release of the translated 
English version.   

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 
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party.  It is not an evaluation of operation and is not based on inside 
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MBKET does 
not confirm nor certify the accuracy of such survey result. 

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the 
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information 
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2), 
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective o f Thaipat Institute that is a third party. It is not an assessment 
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that 
date or when there is any change to the relevant information. Nevertheless, MBKET does not confirm, verify, or ce rtify the accuracy and completeness of the assessment result. 

US 
This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended) 
only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All 
responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne by Maybank KESUSA. This report is not directed at you if MKE is prohibited or restricted by any 
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