
 

 

 

 
◆ The DXY has exceeded 100, but the USD is likely to face 

downward risks, in our view 

◆ These risks could arise from a potential insurance cut by the 

Fed in December 

◆ Fed succession discussions might influence future rate paths 

and even trigger independence concerns 
 
The US Dollar Index (DXY) has recently climbed above the 100 mark (Chart 1), 
prompting debate on whether the USD’s decline has ended and if an upward trend is 
imminent. In our view, further USD softness is likely, contingent on the Federal 
Reserve’s (Fed) upcoming decisions and the appointment of its new Chair. 

For the Federal Open Market Committee’s (FOMC) rate announcement on 11 
December at 03:00 HKT, markets currently price in a c40% chance of a 25bp cut 
(Bloomberg, 20 November), after the FOMC minutes for October suggest that 
“many” FOMC members are inclined to leave policy unchanged at the December 
meeting. Our economists slightly favour a rate cut in December, provided some 
labour market data shows softness. The US Bureau of Labor Statistics is 
scheduled to release October/November employment figures on 16 December. 

Should the Fed implement an insurance cut, the USD is likely to soften albeit with 
modest flow through. Conversely, if rates remain unchanged, the USD might spike, 
although the Fed is likely to indicate openness to future cuts. With a c95% chance 
of a January cut currently priced in (Bloomberg, 20 November), the scope for 
USD strength appears limited. 

1. DXY hit five-month highs  2. DXY and market expectations for 
US rates 

 

 

 
Source: Bloomberg, HSBC  Source: Bloomberg, HSBC 
   

Looking ahead to 2026, the extent of the Fed’s rate cuts may be influenced by 
the selection of the next Chair. Recently, US President Trump has indicated he 
has identified a candidate for the Fed Chair position, and Treasury Secretary Scott 
Bessent, overseeing the selection process, aims to finalise it next month 
(Bloomberg, Fox News, 19 November). The eventual appointee is unlikely to 
trigger a significant hawkish market repricing (Chart 2),which may keep the USD 
defensive. Concerns about Fed independence may also heighten, potentially 
extending and exacerbating the USD’s decline into next year.  

That being said, once the Fed’s easing cycle ends and its incoming Chair is 
revealed, there is a stronger case for the USD to then bottom.  
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Important disclosures 
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objectives, financial situation or needs of any particular investor.  Accordingly, investors should, before acting on it, consider the 
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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 
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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 
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Additional disclosures 
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2 All market data included in this report are dated as at close 20 November 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 
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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 
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and/or (iii) measuring the performance of a financial instrument or of an investment fund.  
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