
 

 
◆ Gold prices are supported by risk aversion and a weaker USD 

◆ Central banks continue robust gold purchases, while Italy 

reviews gold reserve ownership 

◆ In our precious metals analyst’s view, USD softness and policy 

risks may sustain gold prices in 2026, but volatility is expected 

Gold prices have recently returned to around USD4,200 per ounce, underpinned 
by increased risk aversion and growing expectations of a 25bp rate cut by the 
Federal Reserve (Fed) at its 9-10 December meeting. 

The recent weakness in the broad USD − reflected by the US Dollar Index (DXY) 
falling below 99 − has further supported gold prices, given their typically inverse 
relationship (Chart 1). However, with markets having largely priced in the 
anticipated rate cut (Bloomberg, 4 December), any subsequent decline in the 
USD is expected to be modest. While gold’s upward momentum remains intact, 
our precious metals analyst notes that a lack of improvement in physical demand 
may constrain further near-term gains. 

Meanwhile, official sector demand for gold remains strong. The World Gold 
Council reports that central banks purchased a net 53 tonnes of gold in October, 
marking the highest monthly increase this year and a 36% rise from September. 
Nonetheless, potential changes are on the horizon, as the Italian government 
considers amending the ownership structure of central bank gold reserves. 
Previous attempts to transfer these reserves to the Treasury have faced resistance 
from EU authorities, citing Lorenzo Bini Smaghi of the Institute for European 
Policymaking. Italy currently holds the world’s third-largest official gold 
reserves, behind only the US and Germany. 

1. Gold and DXY  2. Gold and market pricing for end-
2026 Fed policy rate 

 

 

 

Source: Bloomberg, HSBC  Source: Bloomberg, HSBC 

Looking ahead, the appointment of the next Fed Chair, following Jerome Powell’s 
term ending in May 2026, will be a key factor for markets. The new appointee is 
unlikely to prompt a significant hawkish policy shift, keeping the USD defensive and 
favouring gold in 2026 (Chart 2). In addition, persistent geopolitical, fiscal, and 
economic policy risks are likely to sustain upward pressure on gold, although 
our precious metals analyst expects heightened volatility and some price 
moderation in 2H26 as supply-demand dynamics evolve.  
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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 
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2 All market data included in this report are dated as at close 04 December 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. 
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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 

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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