
 

 
◆ The discussion continues on whether the USD has hit its 

lowest point and is ready to begin an upward trajectory 

◆ We think there is still room for the USD to weaken further 

before bottoming out early next year  

◆ EUR-USD may have bottomed for now and could grind 

higher into 2026, but a longer-term rally seems unlikely  
 
The US Dollar Index (DXY) has remained stable since July but recently surpassed 

the 99-mark due to heightened policy risks in France and Japan, coupled with 

escalating US-China trade tensions. However, as the US federal shutdown continues 

and with French politics stabilising, the DXY is now back to hovering around 98.5 

(Bloomberg, 16 October).  

Markets are debating whether the USD has bottomed and is ready to begin an 

upward trajectory. We believe there is still room for the USD to fall gradually 

before bottoming out early next year, particularly given potential rate cuts by the 

Federal Reserve (Fed). Historical instances of Fed rate cuts without accompanying 

U.S. recessions (namely, 2002-03, 2H07, and 2H19) have typically resulted in a 

weaker USD (see chart below), offering insights into the current situation. In addition, 

US trade policy uncertainty and Fed independence could also weigh on the USD. 

DXY performance during Fed rate cutting cycles 

 

Source: Bloomberg, HSBC 

As for EUR-USD, we think that it may have bottomed for now, given that the 

immediate French political and fiscal risks appear to have receded. On 16 October, 

French prime minister Sebastien Lecornu survived two no-confidence votes in the 

National Assembly, indicating that France has avoided the need for new National 

Assembly elections, at least for now.  

As the Fed is likely to ease and the European Central Bank is likely to be on hold, 

EUR-USD could benefit from narrowing rate differentials over the near term and 

into 2026. That being said, a longer-term rally seems unlikely, as headwinds, like 

weak domestic demand, could hold EUR-USD back.  
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The DXY is hovering around 

98.5, awaiting catalysts 

 

The USD is likely to be shaken 

and stirred before bottoming 

out early next year 

 

 

 

 

 

 

 

 

 

 

 

With receding French political 

risks, EUR-USD may have 

bottomed for now… 

 

…and is likely to grind higher, 

but a longer-term rally seems 

unlikely 

USD: Poised for an upswing? 
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Disclosure appendix 

Important disclosures 

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to 

buy the securities or other investment products mentioned in it and/or to participate in any trading strategy.  Information in this 

document is general and should not be construed as personal advice, given it has been prepared without taking account of the 

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. 

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of 

companies covered in HSBC Research on a principal or agency basis.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

Additional disclosures 

1 This report is dated as at 17 October 2025. 

2 All market data included in this report are dated as at close 16 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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Disclaimer 

This document is prepared by The Hongkong and Shanghai Banking Corporation Limited (‘HBAP’), 1 Queen’s Road Central, Hong Kong. HBAP is incorporated in Hong Kong and is part of the 

HSBC Group. This document is for general circulation and information purposes only. This document is not prepared with any particular customers or purposes in mind and does not take into 

account any investment objectives, financial situation or personal circumstances or needs of any particular customer. HBAP has prepared this document based on publicly available information 

at the time of preparation from sources it believes to be reliable but it has not independently verified such information. The contents of this document are subject to change without notice. 

HBAP is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or relating to your use of or reliance on this document. 

HBAP gives no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document. 

This document is not investment advice or recommendation nor is it intended to sell investments or services or solicit purchases or subscriptions for them. You SHOULD NOT use or rely on this document in 

making any investment decision or decision to buy or sell currency. You SHOULD consult your professional advisor in your jurisdiction if you have any questions regarding the contents of this document. 

You SHOULD NOT reproduce or further distribute the contents of this document to any person or entity, whether in whole or in part, for any purpose. This document may not be distributed to 

the US, or any other jurisdiction where its distribution is unlawful. 
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In Greece, this document is distributed by HSBC Continental Europe, Greece to its customers for general reference only. 
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In mainland China, this document is distributed by HSBC Bank (China) Company Limited (“HBCN”) to its customers for general reference only. This document is not, and is not intended to be, 

for the purpose of providing securities and futures investment advisory services or financial information services, or promoting or selling any wealth management product. This document provides 

all content and information solely on an "as-is/as-available" basis. You SHOULD consult your own professional adviser if you have any questions regarding this document. 

Hong Kong 

In Hong Kong, this document is distributed by HBAP to its customers for general reference only. HBAP is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer 

as a result of, arising from or relating to your use or reliance of this document. HBAP gives no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document. 
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Bank is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result, of arising from or relating to your use of or reliance on this document. 

Singapore 
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HBSP’s website at www.hsbc.com.sg for its contact details. 
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United Arab Emirates 
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to your use of or reliance on this document. HSBC India gives no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document and clients should 

contact their relationship manager in respect of any clarifications arising from or in connection with this document. 

HSBC India is a branch of The Hongkong and Shanghai Banking Corporation Limited. Incorporated in Hong Kong SAR with limited l iability. HSBC India is an AMFI-registered Mutual Fund 
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For more information related to investments in the securities market, please visit the SEBI Investor Website: https://investor.sebi.gov.in/ and the SEBI Saa₹thi Mobile App. Mutual Fund 
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United Kingdom 
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