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USD Weakens Ahead of Fed Cut as Euro Strengthens and 

Gold Holds Firm. 

OVERVIEW: 

ABCG Research delivers 
high-quality financial 
analysis, focusing on 
macroeconomic trends, 
market forecasting, and 
sector insights. Our expert 
team integrates fundamental 
and technical analysis to 
provide actionable 
intelligence for institutional 
investors and financial 
professionals. We aim to 
support precise decision-
making and drive alpha 
generation. 
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COVERAGE: 

• The U.S. dollar faced broad weakness as softer ISM, ADP, retail sales, and 

consumer confidence data signaled continued deterioration in economic 

momentum ahead of the Fed’s expected rate cut. 

• Eurozone data supported the euro, with stronger CPI flash estimates and an 

improved GDP reading helping maintain a constructive outlook despite slightly 

higher unemployment. 

• EUR/USD extended its upward bias, holding above the key 1.1490 level and 

staying aligned with its H4 uptrend structure, suggesting room for further gains. 

• Gold remained range-bound but leaned bullish, supported by safe-haven demand 

and USD softness, with pullbacks toward $4,130 viewed as potential buying 

zones. 

• Market sentiment centers on the upcoming Fed Funds Rate decision, where high 

expectations for a cut keep downward pressure on the dollar and set the tone for 

FX and commodity moves. 
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Executive Summary 

Markets traded cautiously last week as mixed U.S. economic data and anticipation of the upcoming Fed rate 

decision kept volatility compressed. Weak labor market indicators, softer retail sales, and deteriorating 

confidence measures weighed on the U.S. dollar, while the euro gained ground supported by stronger inflation 

and GDP readings. Gold remained range-bound but continues to benefit from safe-haven flows and a 

weakening USD backdrop. 

With 80% probability priced in for a Fed rate cut this week, broad USD softness is expected to continue. 

EUR/USD maintains its bullish bias supported by improving Eurozone macro data, while gold’s technical and 

fundamental structure continues to favor dip-buying. 

Market Conditions 

United States – Weakening Data Reinforces Dovish Expectations 

Recent U.S. economic releases showed broad deterioration: 

• ISM Manufacturing PMI weakened to 48.2, missing expectations. 

• ADP Non-Farm Employment posted a 32K decline, signaling labor market softening. 

• Retail Sales slowed to 0.2% m/m, below expectations and prior month. 

• CB Consumer Confidence dropped sharply to 88.7, reflecting cautious households. 

• UoM Consumer Sentiment improved slightly, but not enough to offset broader weakness. 

The picture that emerges is a cooling U.S. economy, with hiring declines, weaker spending, and falling 

confidence. The market now anticipates an 80% probability of a Fed rate cut, adding further downside 

pressure to the USD. 

Eurozone – Macro Resilience Supports EUR Strength 

Eurozone data has shown healthier momentum relative to the U.S.: 

• CPI Flash Estimate YoY rose to 2.2%, reducing expectations of ECB rate cuts. 

• Revised GDP q/q improved to 0.3%, beating forecasts. 

• Unemployment ticked slightly higher but remains historically low. 

Stronger inflation and better-than-expected GDP readings indicate that the Eurozone is stabilizing, and 

policymakers may maintain a steady stance. Combined with U.S. weakness, these dynamics reinforce a bullish 

bias on EUR/USD. 

Gold – Supported by USD Weakness and Safe-Haven Demand 

Gold traded in a tight range ahead of the Fed meeting but continues to find structural support: 

• A weakening USD improves gold’s appeal. 

• Safe-haven demand remains intact amid slowing U.S. data and global uncertainty. 

• Investors remain cautious but biased toward accumulation. 
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Technical view 

USD Index (DXY) 

The DXY has closed below major resistance at 99.50, confirming bearish continuation. 

• Downside targets: 97.80, then 96.00. 

• Bias: Bearish, especially if the Fed confirms easing this week. 

EUR/USD 

EUR/USD remains in a strong short-term uptrend: 

• Rejection from 1.1490 confirmed structural support. 

• Price has closed above the H4 trendline at price 1.1640, indicating momentum strength. 

• Upside targets: 1.1720, and extension to 1.1775. 

• Tactical long entries favored on pullbacks. 

Gold (XAU/USD) 

Gold shows strong underlying bullish structure: 

• Major resistance: $4,250, where sellers capped upside last week. 

• Support zone for dip-buying: $4,130, with stronger accumulation interest at $3,980–$4,000. 

• Continuation above $4,250 opens the pathway toward $4,350 and $4,500. 

Key Risks 

• Fed decision surprise: A smaller or delayed rate cut could strengthen USD and pressure risk assets. 

• Eurozone downside revisions: Weak PMI trends could limit EUR upside if economic softness 

spreads. 

• Geopolitical volatility: Conflicts or trade disruptions may trigger sudden safe-haven flows. 

• Labor market uncertainty in the U.S.: Further deterioration may raise recession concerns 

Event Watch 

• FOMC Rate Decision – High-impact event shaping USD trend. 

• U.S. CPI & PPI – Crucial for inflation trajectory post-rate cut. 

• Eurozone CPI (final) – Confirmation of recent stronger inflation. 

Sentiment & Positioning 

Market sentiment remains cautious with a defensive tone. 

• Traders favor USD shorts, anticipating Fed easing. 

• EUR benefits from relative macro strength and positive inflation momentum. 

• Gold positioning steady, with investors preferring dip-buying strategies into structural supports. 
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Recommendations 
 

USD (Bearish Bias) 

• Expect continued downside unless Fed surprises hawkish. 

• Tactical sell rallies while price remains below 99.50. 

EUR/USD (Bullish Bias) 

• Favor buying dips toward 1.1640–1.1620. 

• Upside targets: 1.1720 → 1.1775. 

• Protective stops below 1.1600. 

Gold (Bullish Medium-Term, Neutral-to-Bullish Short-Term) 

• Favor accumulation near $4,130 and deeper supports at $3,980–$4,000. 

• Upside levels to monitor: $4,250 → $4,350. 

• Short-term pullbacks expected but remain opportunities to buy. 
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