;a ; UB S For educational and marketing purposes

(UBS)

Why CIO thinks the bulk of the
dollar’s decline is already behind
us

28 November 2025, 14:37 UTC, written by UBS Editorial Team

The US Dollar Index, which tracks the USD against a basket of six currencies, is down 0.5% this week in
what is likely to be its worst weekly decline in four months. This is adding to a tough year for the dollar,
having already declined around 8% year-to-date, putting it on track for its worst annual performance since
2017. Gold, meanwhile, rose as high USD 4,192 per ounce on Friday, buoyed by renewed confidence in
impending US rate cuts.

Fed commentary ahead of the December rate decision has been mixed: San Francisco Fed President Mary Daly and
Governor Christopher Waller have recently signaled that labor market softness and contained inflation are sufficient
to support further easing. However, several regional Fed presidents have taken a more cautious stance, emphasizing
the need for a careful assessment before moving forward with another rate cut. Money markets are showing more
conviction, pricing in an 80% chance of a 25-basis-point Fed rate cut at the December meeting, up sharply from a
roughly 40% chance priced just a week earlier.

But while we think the bulk of the dollar’s decline is already behind us, we still see room for additional weakness in the
months ahead:

The recent vacuum in US macro data is unlikely to deter Fed easing. While the 43-day government shutdown has
delayed or prevented the publication of several key US economic releases, we believe policymakers will find sufficient
guidance from alternative indicators. The latest Fed Beige Book pointed to little change in activity but a modest decline
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in employment across several Fed districts. Weekly data shows the number of Americans filing for unemployment
benefits hit a seven-month low last week, but we think that will be counterbalanced somewhat by significant corporate
layoff rounds announced by Amazon and others.

New Fed leadership could increase easing bias. Media reports suggest Kevin Hassett has emerged as the
frontrunner to succeed Jerome Powell as Fed chair, with Polymarket now assigning him a 56% chance. Hassett is
viewed as dovish on Fed policy and closely aligned with the Trump administration, which favors lower rates. If indeed
appointed, he would likely reinforce market expectations for a more aggressive rate-cut cycle, adding further downward
pressure on the dollar.

Structural diversification away from the US dollar won't quickly reverse. Central banks and private investors
continue to diversify reserves and portfolios away from the dollar. Persistent US fiscal and current account deficits,
combined with elevated valuations, reinforce the long-term case for a weaker greenback. Meanwhile, other major
central banks, such as the Reserve Bank of New Zealand and Bank of Japan, have signaled a pause or a hawkish turn.
The euro and sterling have both strengthened on recent policy and fiscal developments, and global currency markets
are recalibrating as yield differentials shift.

So while the dollar has already weakened significantly, we see further declines over the coming months. We maintain
an Attractive stance on the euro, Australian dollar, and Norwegian krone, and prefer long positions in select high-
yielding emerging market currencies over low-yielders. We continue to rate the USD as Unattractive.

Elsewhere, dollar weakness, lower real yields, geopolitical uncertainty, and rising fiscal concerns should all underpin
demand for gold, which we rate as Attractive, with a mid-year 2026 target of USD 4,500/0z. USD depreciation is a
tailwind for US equity earnings, as overseas revenues translate into higher reported profits. We expect S&P 500 earnings
per share to grow by 11% this year and 10% in 2026, which we think could bring the index to 7,700 by end-2026.

More broadly, we think investors should look to strengthen the core of their portfolio by diversifying across asset classes,
geographies, and sectors, helping keep long-term goals on track while allowing room for more volatile “satellite”
investments in riskier assets.

Original report — No Thanksgiving reprieve for the dollar, 28 November 2025.
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Disclaimer

Hong Kong / Singapore: For Global Wealth Management clients of UBS AG Singapore / Hong Kong branch, please refer to
the HK/SG Marketing Material Disclaimer .

This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes
former Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS
AG and a member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of
this section.

This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer

or solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security,
investment instrument, or product, and does not recommend any specific investment program or service.

Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be
suitable or appropriate for all investors. In addition, certain services and products referred to in the document may be subject
to legal restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted
basis. No offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any
person to whom it is unlawful to make such offer, solicitation, or sale.

Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current
the information contained herein. The views and opinions expressed in this material by third parties are not those of
UBS. Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages
arising from the use or reliance of all or any part thereof.

All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects
or elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly
stated, no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.
Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance
figures may not be based on complete 12-month periods which may reduce their comparability and significance. Historical
performance is no guarantee for, and is not an indication of future performance.

Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This
document may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the
extent permitted by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any
liability, responsibility or duty of care for any consequences, including any loss or damage, of you or anyone else acting, or
refraining to act, in reliance on the information contained in this document or for any decision based on it.

Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland
AG, authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse
website https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services,
UBS Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address)
until you notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by
informing your Relationship Manager.

Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.

© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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