
 
 
 

With Rising Inflation expectation, what is the outlook for USD, AUD and 

JPY? 

 

Video highlights: 

⚫ Recent market attention has centered on escalating tensions in the Middle East, which have 
disrupted operations in the Strait of Hormuz shipping channel. This has triggered stagflation 
concerns and is likely to influence global central banks’ monetary policies to some extent. 

⚫ The Fed kept interest rates unchanged at 3.5%-3.75% for the second consecutive meeting. It 
revised upward its forecasts for GDP growth and core inflation, while unemployment rate 
and median interest rate projections remained consistent with December estimates. Overall, 
the Fed maintained a relatively optimistic view on economic resilience but stayed vigilant 
about inflation risks stemming from higher oil prices due to the Middle East conflict. 

⚫ Investors are increasingly worried that prolonged disruption to the Strait of Hormuz could 
lead to a global economic recession. The US Dollar Index briefly broke above the 100 level, 
reflecting heightened risk aversion. However, expectations that other central banks may hike 
rates to combat inflation have capped the dollar’s upside. Resistance for the Dollar Index is 
seen around 102, with short-term support at the 200-day moving average of 98.40. 

⚫ The RBA raised its cash rate from 3.85% to 4.1%, marking the second consecutive hike 
following February. The bank stated that higher borrowing costs are needed to curb inflation, 
which is expected to remain above target into 2026 if fuel prices stay elevated due to the 
Middle East conflict. Governor Bullock emphasized that failing to restrain excess demand 
would allow businesses to pass on costs, leading to more persistent inflation. 

⚫ Despite the RBA being the most hawkish among major central banks, the AUD has pulled 
back recently after strong gains earlier in the year. It is sensitive to risk sentiment and fell 
toward the 0.69 level amid rising risk aversion. On the positive side, Australia’s tight labor 
market, the highest official rate among major currencies, and market expectations of another 
possible hike in May should provide support for the AUD. Short-term support for AUD/USD 
is at 0.69, with further support near the 100-day moving average around 0.68. 

⚫ The BOJ held rates steady at 0.75% for the second consecutive meeting (8-1 vote). It noted 
that year-on-year CPI may ease below 2%, though rising oil prices could accelerate inflation 
again. The BOJ will adjust policy with the aim of sustainably achieving 2% inflation. Due to 
the cautious pace of rate hikes, the JPY has remained relatively weak. 

⚫ Japan’s spring wage negotiations (“Shunto”) showed large firms offering a 5.26% pay rise — 
the highest in 35 years — which could provide important support for the BOJ’s monetary 
policy normalization. Market pricing indicates around 60% probability of a rate hike at the 
April meeting. 

⚫ The 160 level is widely viewed as a key resistance for USD/JPY. A strong dollar could lead to 
a breakout, but which may trigger intervention. On the downside, if the dollar weakens, 
USD/JPY may test the 155 level. 
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Important Note and Risk Disclosure Statement 
This document is issued by China CITIC Bank International Limited (“the Bank”) and used for reference 

purpose only. The information or opinion herein is not to be construed as professional investment advice or 

any offer of, or invitation by or on behalf of the Bank to any person to purchase or sell or acquire or invest in 

any investment products. The information or opinion presented has been developed internally and/or taken 

from sources believed to be reliable, but the Bank makes no warranties or representation as to the accuracy, 

correctness, reliabilities or otherwise with respect to such information or opinion, and assume no responsibility 

for any omissions or errors in the content of this document. For information which is provided by the Information 

Provider and other companies such as fund houses, it is being re-transmitted by the Bank in the ordinary 

course of business to you for general information and reference purposes only. The Bank makes no warranties 

or representation as to the accuracy. This document is not intended to provide any investment advice. 

Investors should not make investment decisions solely based on the content of this document, nor should they 

consider any content in this document as guidance for determining whether individual markets are suitable for 

investment. Before making any investment decision, investors should carefully consider the risk factors 

relating to an investment product in light of their own financial circumstances, investment objectives and 

experiences and other personal circumstances, and should seek appropriate professional advice if necessary. 

The Bank accepts no liability for any direct, special, indirect, consequential, incidental damages or other loss 

or damages of any kind arising from any use of or reliance on the information or opinion herein. 

Investment involves risks, investment value and return may go down as well as up. Past performance of each 

investment product is not indicative of its future performance. Losses may be incurred but may not necessarily 

result in profits as a result of buying and selling investment product. Investment in emerging markets involves 

above average investment risks, such as possible fluctuations in foreign exchange rates, political and 

economic uncertainties. The price of securities fluctuates, sometimes dramatically. The price of securities may 

move down or up and may become valueless. It is as likely that losses will be incurred rather than profits made 

as a result of buying or selling securities. 

When investing in high-yield or unrated bonds or related products, investors face higher default risk, credit risk 

or liquidity risk, and are more susceptible to the impact of economic cycles. During economic downturns, their 

value typically declines more as (i) investors become more risk-averse and (ii) default risk increases. Foreign 

currency investments are subject to exchange rate risk which may result in gain or loss. The fluctuation in the 

exchange rate of foreign currency may result in losses in the event that customer converts the foreign currency 

into HKD or other foreign currencies. Renminbi is not freely convertible at present. The actual conversion 

arrangement will depend on the restrictions prevailing at the relevant time. 

China CITIC Bank International Limited is an authorized institution under the Banking Ordinance and is 

regulated by the Hong Kong Monetary Authority 

This document is issued by the China CITIC Bank International Limited and has not been reviewed by the 

Securities and Futures Commission ("SFC") or any regulatory authority in Hong Kong. 

No part of this document may be reproduced or transmitted in any form or by any means without the prior 

written permission of the Bank. 


