
How is the U.S. 
Dollar Faring?



The US Dollar has displayed a notable recovery over the past month, 

with the U.S. Dollar Index (DXY) hovering around the 100 to 101 mark. 

Much of the rally has come as markets reassessed the outlook for the 

U.S. Federal Reserve’s interest rate policy. The markets had factored in 

expectations for a U.S. interest rate hike this year, widening interest rate 

differentials in favour of the U.S. Dollar. 
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The U.S. Dollar had been falling since the Trump administration 

announced tariffs in April 2025. Geopolitical tensions and interest rate 

uncertainty added to its weakness. The U.S. Consumer Price Inflation 

(CPI) was at ~4.2% (May 2026) mainly due to the oil supply shock. 

In June 2026 though, the U.S. dollar index (DXY) had recovered much 

of that decline, challenging the narrative that the era of U.S. 

exceptionalism and Dollar dominance is behind us. Meanwhile, U.S. 

equities were in the midst of a great run, adding to the charm of the 

U.S. Dollar.

Having said that, in the first week of July 2026, the dollar index held 

below 101 after tumbling slightly following weaker-than-expected U.S. 

labour market data. Traders were forced to dial back expectations for 

Federal Reserve rate hikes this year. The US economy added just 

57,000 jobs in June, the fewest in four months and well below forecasts 

of 110,000, while the unemployment rate stood at 4.2%. This followed 

a report on July 1st 2026, showing private-sector job growth also fell 

short of expectations. 
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The futures market now implies roughly a 50% chance of a September 

rate hike, down from 67% before the latest employment report. The 

markets continue to factor in a rate hike in December.

The new Fed Chair Kevin Warsh also said in the first week of July that 

inflation expectations are moderating while reaffirming the Federal 

Reserve’s commitment to maintaining price stability. 

With all these news flows, how do we see the U.S. 

Dollar faring?
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Our Take on the USD:
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Medium Term
(6 months)

Long Term
(12 months)

The USD is expected to be firm due to 

Fed’s dilemma of sticky inflation, weak 

labor data and tariff uncertainty

The USD does face structural weakness as global central 

banks are diversifying reserves away from US Dollar. 

Further, the ballooning fiscal deficit on the U.S. balance 

sheet could reduce the USD’s global dominance.



Major factors influencing 
global FX positioning
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• Focus shifting from geopolitics to fundamentals

• Structural multi-year erosion of U.S. Dollar dominance

• Sharp divergence in central bank policy paths

Upside Catalysts for USD: Resilient US growth and productivity and 

further term premium for US debt.

Downside Risks for USD: Fed easing cycle returns, narrowing rate 

differentials, central banks globally intensify diversification in their 

reserves.

In summary, current USD levels are broadly in line with 

underlying fundamentals, making a sustained 

appreciation cycle less likely. Having said that, the USD 

could remain firm over the next 6 months.



This material is provided by Jupiter Wealth Advisors 

Limited (“JWAL”), which is regulated by the Dubai 

Financial Services Authority (DFSA). It is intended 

solely for use by Professional Clients or Market 

Counterparties, as defined by the DFSA, and is not 

for, nor should it be relied upon by, or distributed to 

Retail Clients. Professional Clients may not have 

access to the same protections and compensation 

rights typically available to Retail Clients under 

DFSA and other jurisdictions.

This material is for informational purposes only and 

does not constitute an offer or solicitation to buy or 

sell any investment or specific product. It does not 

represent that any investment strategy or 

recommendation is suitable for, or appropriate to, 

an individual’s circumstances, nor does it constitute 

a personal recommendation. Recipients are 

encouraged to make their own independent 

investment decisions based on their own research 

and judgment. In case of doubt, recipients should 

consult their investment, legal, and/or tax advisors 

to assess the suitability of any investment.

All investments involve risks, including the potential 

loss of principal. Any loss or other consequence 

arising from the use of this material is the sole 

responsibility of the investor, and JWAL accepts no 

liability for such losses or consequences. Past 

performance is not necessarily indicative of future 

performance. 

 For further information please contact Jupiter 

Wealth Advisors Limited, Office 104-105, Liberty 

House, DIFC, PO Box 482045, Dubai, United Arab 

Emirates. Tel: +971 4 558 4099.

D I S C L A I M E R

What does this mean for 
portfolios?

- Speak to your advisor on FX ideas around this medium-term firmness & 

long-term weakness of the U.S. Dollar. 

- Long bonds carry higher rate sensitivity, speak to your advisor regarding 

quality medium-term bonds for stable income flows. 

- Diversifying your portfolio’s currency exposure beyond the U.S. Dollar 

would be prudent. Speak to your financial advisor regarding non-USD ideas.

- “Real assets” continue to be a good protection against currency 

depreciation in the long run. Speak to your financial advisor about private 

market opportunities.
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