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Daiwa’s View 

Government and BOJ fire live ammunition 

 Debate over the ammo that remains will begin at end-September, when the 

amount of intervention during the month becomes known  

 

 

Government and BOJ fire live ammunition 

The government and BOJ intervened in currency markets on 22 September by buying yen 
and selling dollars for the first time in 24 years, going back to June 1998. While the Fed 
announced a 75bp rate hike for a third consecutive FOMC meeting on 20-21 September, the 
BOJ decided to maintain monetary easing at its policy meeting on 21-22 September. After 
the BOJ announced results of its deliberations before noon, the USD/JPY momentarily 
climbed above 145, then quickly retreated back below 145.  
 

After 13:30, with the USD/JPY steadily rising back toward 145, Deputy Finance Minister 
Masato Kanda said regarding the possibility of currency market intervention that the MOF is 
"on standby, and prepared to act at any time." Despite this, the USD/JPY broke decisively 
above 145 prior to BOJ Governor Kuroda holding his usual post-meeting press conference 
at 15:30. It then started flirting with the 146 level, but right after 17:00 plunged by nearly Y2. 
At around 17:15 Mr. Kanda announced that the government "took decisive action," making it 
clear that the government had intervened in foreign exchange markets.  

 

Minister of Finance Shunichi Suzuki held a press conference at 18:30, where he explained 
the government's intervention, saying "although exchange rates are in principle determined 
by the market, excessive fluctuations caused by speculation cannot be tolerated." He added 
that the government would "continue to monitor developments in the market with a strong 
sense of urgency and take necessary action against excessive fluctuations."  

 

Although the Japanese government did not clarify whether its intervention was a solo one, 
on 22 September the US Treasury Department issued a statement saying that the US did 
not participate, thus making it clear that the intervention was not a coordinated one. But it 
also acknowledged that the recent intervention in currency markets by Japan's monetary 
authorities is aimed at suppressing the yen's recent high volatility and that the US 
government understands Japan's actions, and therefore seems to tolerate intervention for 
purposes of suppressing exchange rate volatility.  

 

The actual amount of intervention was not disclosed, but according to one source it was in 
the trillions of yen. Because the MOF announces the total amount of currency market 
intervention every month and releases details on that intervention (the dates, amounts, and 
currency sold) on a quarterly basis, it should be possible to confirm the amount of 
intervention from 22 September until the end of the month on 30 September, when the MOF 
releases its report at 19:00. The MOF plans to release the daily amounts sometime between 
the 1st and the 8th of November, so the market will have to wait until then for details.  
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 Daiwa’s View: 26 September 2022 

There were three major periods of yen-buying intervention in the 1990s, and Chart 1 
shows the change in the USD/JPY following the initial intervention of each of those 
periods. The data show that the near-term strengthening of the yen was at most Y5 and 
that the yen weakened back to its level prior to the intervention within about 20 trading 
days at the longest. During this latest intervention, the rate dropped from a momentary 
high in the upper 145 range down to a momentary low in the upper 140 range, which is a 
pretty substantial impact, but at the financial market close the yen went from the lower 142 
level back to the lower 143 level the following day.  

 

As made clear by Japan's monetary authorities, the latest intervention is a "smoothing" one 
aimed at suppressing forex volatility and is not targeting a particular level. Because the 
BOJ conducted a rate check when the USD/JPY was close to 145 and started intervening 
once it rose decisively above 145, it is likely that Japan's monetary authorities still consider 
145 as their line in the sand.  

 

Although the impacts from this intervention may be short-lived, with the market more aware 
of at around 145, the pace of yen depreciation is likely to be slowed over the near term. 
Given its strong correlation with the Japan/US 2yr yield spread, however, we think the 
USD/JPY is poised to head toward 150 (Chart 2). Since the higher-than-expected US CPI 
for August was announced on 13 September, the Fed terminal rate as priced in by the 
market has risen nearly 70bp and the 2yr Treasury yields has risen from 3.57% to 4.20%. 
Even though intervention may be suppressing the rate of increase in the USD/JPY, the yen 
is still likely to weaken as long as US interest rates do not decline.  

 

It is no easy task changing the trajectory of the USD/JPY using currency market 
intervention, and ultimately such a change will probably have to wait until the Fed changes 
its monetary policy stance. The predominant view on the earliest point at which the Fed 
could stop hiking rates is either December 2022 or February 2023, and that decision will 
depend on the inflation data. The best scenario for the government and BOJ is that a 
slowing of US inflation and retreat of the Fed's hawkish stance will be confirmed while it is 
still buying time with forex intervention, and the yen then starts to strengthen.  

 

As already noted, the actual amount of forex intervention will be published at end-
September. It is well understood that dollar-selling/yen-buying intervention is constrained 
by the level of foreign exchange reserves, and thus the process of figuring out how long 
Japan can keep up the intervention can begin at that point. If Japan is not targeting a 
specific level, it will not be that difficult of a task in the interim, but either way the battle 
between the Japanese government and BOJ on one side and the market on the other is 
about to get serious.  

 

Chart 1: USD/JPY Rate After Yen-buying Intervention in 1990s  Chart 2: Correlation Between USD/JPY Rate and Japan/US Yield 
Spread 

 

 

 

Source: Bloomberg; compiled by Daiwa Securities.   Source: Bloomberg; compiled by Daiwa Securities. 
Note: Calculated based on correlation between USD/JPY rate and Japan/US yield spread 

since Mar 2022. 
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IMPORTANT 

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be 

made at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise 

changed in the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the 

content of this report, which may not be redistributed or otherwise transmitted without prior consent.  

Ratings 

Issues are rated 1, 2, 3, 4, or 5 as follows: 

1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months. 

2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months. 

3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months. 

4: Underperform TOPIX/benchmark index by 5-15% over the next 12 months. 

5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months. 

Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for 

Taiwan, and S&P/ASX 200 for Australia. 

Target Prices 

Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited 

to, unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment. 

Disclosures related to Daiwa Securities 

Please refer to https://lzone.daiwa.co.jp/l-zone/disclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities held by 

Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other disclosures 

concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa Securities. 

Explanatory Document of Unregistered Credit Ratings 

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 

27 of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:  

https://lzone.daiwa.co.jp/l-zone/disclaimer/creditratings.pdf 

Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 

(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)   

If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the 

following items.  

 In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with 

you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the 

commission for each transaction. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of 

your securities, if you are a non-resident. 

 For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand 

with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.

 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest

rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could

exceed the amount of the collateral or margin requirements. 

 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as 

certified public accountants.

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current

market conditions and the content of each transaction etc.

** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company 

and you based on current market conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take 

responsibility for your own decisions regarding the signing of the agreement with our company. 
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Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108  
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