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Intervention, rate check, then intervention again? 
During New York trading hours on 11 July, the USD/JPY rate plunged (Chart 1). Since the 
beginning of July, the USD/JPY rate has been testing Y162, and, on the 11th, it seemed 
likely that the rate had become fixed in the upper range of Y161. However, in response to 
the US CPI report for June, the rate fell below Y161, and then rebounded to around Y161. 
From that point, yen-buying suddenly intensified, leading to a decline to the Y157 level at 
one point. The initial reaction was selling of the dollar triggered by US CPI readings that 
were much weaker than market estimates. However, Japanese monetary authorities 
appear to have implemented currency intervention on top of such selling. 
 
The latest currency intervention was not implemented immediately after the yen renewed 
its recent low, which probably surprised the market. Also, in terms of the timing, the 
authorities may have intended to reproduce the “reverse CPI shock” that occurred on 10 
November 2022. Looking back at the currency intervention in 2022, the authorities 
implemented yen-buying/dollar-selling intervention on 22 September for the first time in 
about 24 years as the USD/JPY rate substantially exceeded Y145. After that, the rate 
topped Y150 on 21 October, and then intervention was repeated on the 21st and the 24th 
in the following week. Eventually, the USD/JPY rate posted a downtrend after reaching its 
peak on 21 October. From then on into January 2023, the yen strengthened to the Y127 
level, partly due to the boost from the “reverse CPI shock.” 
 
On the night of 11 July 2024, Vice Minister of Finance Masato Kanda stated that the 
authorities were not in a position to comment whether or not intervention had been 
conducted. However, TV Asahi reported that Government sources said that the 
government/BOJ had implemented currency intervention. Mainichi Newspapers also 
reported that Government sources disclosed that the Japanese government/BOJ had 
implemented yen-buying/dollar-selling currency intervention. 

 
Chart 1: USD/JPY Rate on 11 and 12 Jul  Chart 2: Divergence from Projections for Treasury Fund and 

Other Sources of Changes in Current Account Balances at BOJ 
Since Beginning of Month 

 

 

 
Source: BIoomberg; compiled by Daiwa.  Source: BOJ, Ueda Yagi Tanshi; compiled by Daiwa. 
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On the morning of the 12th, Mr. Kanda made a comment regarding the fact that some 
news stories had reported that government officials had admitted that currency intervention 
had been implemented, stating that it was hard to imagine government officials making 
such comments, even if intervention had taken place, and that the number of parties 
concerned was limited considering the absolute need to avoid insider transactions, and 
that those in the know might be limited to as few as a handful of people. 
 
We are not sure if what the leaked articles claim is true. However, it is highly likely that 
intervention was indeed implemented based on projections for changes in current account 
balances at the BOJ, as already reported. The BOJ announced that the projection for 
Treasury Fund and other sources of changes in current account balances at the BOJ on 
the 12th and the 16th was minus Y3,170bn. The projection announced at the beginning of 
the month was plus Y200bn. Therefore, we estimate that the difference, Y3,370bn, 
indicates the scale of yen-buying intervention (Chart 2). In the movements, which appear 
to have been caused by intervention, the yen strengthened by around Y3.5 vs. the dollar 
from around Y161 to about Y157.5. Therefore, the difference is consistent with estimated 
price movements in which intervention changes on a scale of Y1tn were roughly equivalent 
to a Y1 change in the USD/JPY rate. 
 
Also, on the 12th, there was nervousness in USD/JPY trading due to speculation about 
foreign exchange intervention. On the morning of the 12th, there were news reports that 
the BOJ had implemented a “rate check” against the euro. The check against the euro is 
new. According to MOF data since April 1991, the dollar is the only counterparty currency 
for yen-buying intervention. From 1999 to 2003, euro-buying/yen-selling intervention was 
conducted every year. However, if euro-selling/yen-buying intervention were implemented, 
this would be the first case. In fact, the EUR/JPY rate hit Y175.42 on the 11th, which is a 
record level (hitting a record high) since the start of the euro in 1999. 
 
In response to the rate check by the BOJ, the yen strengthened with the EUR/JPY rate 
falling from the lower half of the Y173 range to around Y171.5, and the USD/JPY rate 
declining from the lower half of the Y159 range to the upper half of the Y157 range. 
However, within two hours, the yen had been roughly restored to the level it was at before 
the rate check. Nevertheless, the yen suddenly strengthened during New York trading 
hours, with the USD/JPY rate falling to the lower half of the Y157 range and the EUR/JPY 
rate declining to around Y171.5, both of which were strong levels on the 11th. Regarding 
these movements, a view is emerging in the market that currency intervention was also 
conducted on the 12th for the second consecutive day. 
 
That said, if we assume that intervention was actually implemented on the night of the 
12th, the scale of the intervention would be smaller than that on the 11th. The USD/JPY 
rate declined by around Y1.5. If we assume that intervention changes on a scale of Y1tn 
were roughly equivalent to a Y1 change in the USD/JPY rate, we estimate that the amount 
of actual intervention was limited to Y1.5tn. We should confirm the projections for changes 
in current account balances at the BOJ that are to be announced tonight, but it may be 
difficult to determine whether intervention of this scale definitely occurred. 
 
Projections for Treasury Fund and other sources of changes in current account balances at 
the BOJ fluctuate by several hundred billion yen. When large fluctuations occur, the 
difference exceeds Y1tn. Therefore, when intervention on a scale of around Y1.5tn occurs, 
it is difficult to determine whether the divergence from the amount projected in advance 
was the result of intervention or fluctuations in treasury funds and others sources. 
 
Either way, in the near term, the market is likely to become more concerned about 
currency intervention if the USD/JPY rate reaches around Y162. Meanwhile, the USD/JPY 
rate has not yet posted a clear downside breakout vs. the 50-day moving average line. The 
focus of attention will be whether the Dollar Index and/or the USD/JPY rate will decline 
further amid the downtrend in the US long-term rate. If a correction in the USD/JPY rate 
were to continue, Y155 would be regarded as a point of reference for the lower limit for 
now. 
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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://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/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://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf. If you need more information on this matter, please contact the Research 
Production Department of Daiwa Securities. 
 
 
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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