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Narrowing monetary policy  

differences lie ahead for G7 
26 décembre 2022 

 

Dear Clients and Partners, 

 

The Bank of Japan surprised investors when it extended the range of fluctuation 
around its target interest rate for 10-year sovereign bonds. This is a technical move, but 
has broadly been seen as an initial step on the path to ending the BOJ’s ultra-
expansionary policy. Meanwhile, central banks in Canada, Australia and the US seem 
to be coming to the end of their tightening cycle. It would therefore be natural to expect 
a narrowing in monetary policy differences in 2023, potentially leading to the end of the 
trend towards a rise in the dollar against most currencies. 

Publication of November’s household consumption deflator in the US confirms the 
trends seen in the CPI. The drop in energy prices and the very sharp slowdown in 
inflation on goods are helping push down overall inflation (cf. chart 1). 

Core inflation slowing on the back of goods and energy 

Household consumption deflator (3-month rolling basis, annualized) 

 

• Consumption deflator / Consumption deflator excl. energy and food 

 

Meanwhile looking to economic activity, showings are very varied. In Europe, some 
economic indicators are improving from a very low point. In the US, the labor market 
remains buoyant, but the manufacturing sector is showing signs of weakness 
(manufacturing output and durable goods orders) while construction is clearly seeing 
a contraction. Household consumption is holding up for now against pressure from 
rising prices. 

What about monetary policy in this environment? Apart from Japan, investors are 
expecting a hefty rate hike by June 2023, particularly as the central bank is lagging 
behind others (cf. chart 2). 
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• Change in short-term rates expected by June 2023 / Current short-term rates 

 

Bar a fresh asymmetrical shock, interest rate differentials are therefore poised to 
narrow in 2023, which should at least halt the dollar’s uptrend (cf. chart 3). 

Is the dollar set to stabilize? 

 

We have broadly hedged currency risk in our international portfolios, particularly 
dollar vs. euro. We also maintain a relative long position on the US 5-year and short 
position on the German 5-year. 

We wish you all a very happy holiday season. 

 

Our exposure rates are as follows: 

• Dorval Convictions: our exposure rate is 99% 
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Legal notices  

This promotional document is intended for business clients within the meaning of the MiFID. It 
cannot be used for a purpose other than that for which it has been designed and cannot be 
reproduced, circulated or communicated to third parties in whole or in part without the prior and 
written authorization of Dorval Asset Management. No information contained in this document 
can be interpreted as having any contractual value whatsoever. This document is produced purely 
for information purposes. It constitutes a presentation designed and produced by Dorval Asset 
Management from sources that it deems reliable. Dorval Asset Management reserves the right to 
amend the information presented in this document at any time and without notice and particularly 
regarding the description of the management processes that in any case do not form a 
commitment on the part of Dorval Asset Management. Dorval Asset Management cannot be held 
responsible for any decision made or not made based on information contained in this document 
or use that could be made of it by a third party. The mutual fund is authorized to be marketed in 
France and possibly in other countries where the law authorizes it. Prior to any investment, it 
should be verified whether the investor is legally authorized to subscribe to units in a mutual fund. 
The characteristics, fees, risk and yield profile relating to investment in a mutual fund are set out 
in the Key Investor Information Document (KIID) of the latter. The KIID and the periodic documents 
are available free of charge on request, from Dorval Asset Management. You must read the KIID, 
which must be sent to you prior to subscription. The definition of the risk indicators stated in this 
document feature on the website: www.dorval-am.com 
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