
 

 
◆ The NZD leads as the weakest G10 currency so far in 2H, 

closely followed by the JPY 

◆ But downward pressure on the JPY may ease with cautious 

fiscal expansion and potential shifts in BoJ 

◆ Rising risk appetite and broader USD weakness could 

counter domestic challenges, fostering NZD consolidation 
 
As of the second half of 2025, the NZD is the worst-performing G10 currency, with 

the JPY following closely behind (Bloomberg, 23 October 2025). This situation 

prompts the question of whether this trend will persist or if a reversal is imminent.  

We believe the downward pressure on the JPY, arising from market concerns about 

fiscal loosening and the Bank of Japan’s (BoJ) dovish stance, may not be long-

lasting. The heightened political sensitivity to cost-of-living issues in Japan suggests 

that the new Finance Minister, Satsuki Katayama, is likely to adopt a cautious 

approach to fiscal expansion. Some degree of fiscal loosening could support the 

JPY by fostering a more optimistic growth outlook.  

Despite market scepticism about a BoJ rate hike on 30 October, there is a possibility 

that policymakers might signal a greater willingness to consider tightening on 18 

December than currently anticipated by markets. This could present upside risks for 

the JPY. Additionally, with the Federal Reserve’s easing on the horizon, narrowing 

interest rate differentials could lead to a decline in USD-JPY over time (Chart 

1). Overall, we expect the JPY to strengthen in the months ahead. 

1. USD-JPY and its yield differential  2. NZD-USD and risk appetite 
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As for the NZD, it has been facing significant domestic challenges. After the 50bp 

easing by the Reserve Bank of New Zealand (RBNZ) on 8 October, markets are 

fully priced for a further 25bp cut on 26 November (Bloomberg, 23 October). Our 

economists also expect this, given the combination of weak economic activity, 

easing underlying inflation, and a still-weak jobs market, which leaves little to prevent 

further RBNZ easing. But with a lot of domestic issues already in the price, alongside 

rising risk appetite (Chart 2), and if our expectation of broader USD weakness 

holds true, the NZD appears poised for consolidation in the coming weeks. 
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Disclosure appendix 

Important disclosures 
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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 professional 

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 future 

results. 
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2 All market data included in this report are dated as at close 23 October 2025, 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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