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• Risk aversion took over financial markets at the beginning of the week amid recession fears

hitting European shores. The US Dollar Index (DXY) built on the previous week's gains and

climbed above 109.00 on Monday.

• The S&P Global will release the preliminary August Manufacturing and Services PMI surveys for

Germany, the euro area, the UK and the US later in the day. The European Commission will

publish the Consumer Confidence Index data and the US economic docket will feature July New

Home Sales and the Richmond Fed Manufacturing Index later in the day.

• Investors grow increasingly concerned over a global recession and they might be positioning

themselves for hawkish comments at the Jackson Hole Symposium later this week following Fed

policymakers' remarks last week.

• Meanwhile, crude oil prices recovered sharply on Monday and the barrel of West Texas

Intermediate closed modestly higher. Saudi Energy Minister told Bloomberg that they could

consider cutting production due to the physical and futures markets getting increasingly strayed

away from fundamentals.
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 The EUR/USD pair is making a minor recovery attempt around 0.9940 after a vertical decline

on Monday. On Monday, the asset recorded severe losses after losing the psychological

resistance of 1.0000.

 The market participants should be aware of the fact that the Manufacturing PMI is declining

consecutively since February this year. And more downside in the economic data would bolster

the odds of a recession in Germany. Apart from that, Russia will halt natural gas supplies to

Europe for three days in August to run the unscheduled maintenance under the Baltic Sea to

Germany. The unexpected natural gas supply cut to Germany from Nord Stream 1 pipeline will

accelerate the imbalance of the energy demand-supply mechanism and have a significant impact

on the shared currency.

 For an ideal short build-up, investors should use the pullback towards the resistance of 0.9950 as

a selling opportunity. This will drag the asset towards 0.9900. On the flip side, should the price

maintains high and crosses the resistance of 0.9950, then there will be prospects of a correction

towards 1.0000 which point the bears could be lurking.
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 GBP/USD licks its wounds as it grinds higher around 1.1770, after refreshing the 29-month

low the previous day. In doing so, the Cable pair cheers the increasing odds that the UK and the

Eurozone might agree on the Northern Ireland Protocol (NIP) amid a pullback in the US

Treasury yields.

 Looking forward, the first readings of the UK’s S&P Global PMIs for August hint at softer

prints and hence a positive surprise can be welcomed to extend the GBP/USD pair’s latest

rebound. However, the Bank of England’s (BOE) pessimism and the hawkish Fed concerns

keep the pair bears hopeful.

 A minor pullback move towards the resistance of 1.1800 will be an optimal selling opportunity

for investors, which will drag the major towards 23 March 2020 high around 1.1714. On the

flip side, bulls could regain control if the asset rises above 1.1800. An occurrence of the same

will drive the asset towards 1.1875, followed by June 14 low surrounding 1.1930.
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USDJPY

 USD/JPY takes offers to renew intraday low around 137.08, extending the pullback from a

monthly high during Tuesday’s Asian session, as market sentiment dwindles amid mixed

signals and a cautious mood ahead of the key data/events.

 Investors are awaiting the US Purchasing Managers Index (PMI) numbers, which are expected

to display mixed performance. The Manufacturing PMI is expected to decline to 51.5 vs. the

prior print of 52.2. However, the Services PMI will improve to 49.1 from the former figure of

47.3.

 The sellers need to conquer the support of 137.00 to move towards 136.30. A breach of the

latter will send the yen pair to August 08 high around 135.60. Alternatively, the level of 137.75

at the top of the 4-hour bullish channel challenges the short-term upside of the USD/JPY pair

ahead of July 14 high surrounding 139.40.
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XAUUSD

 XAU/USD rebounded sharply after printing a fresh monthly low of $1,727.85 on Monday.

However, remaining the price below the downtrend line from August 15 high keeps sellers

hopeful to move towards $1,715. On the other hand, Gold bulls can regain strength if the asset

oversteps the resistance of $1,740 decisively. This will send the asset towards August 03 low

around $1,755.

 The US dollar index accelerated its recent upsurge towards a 19-year high, as risk-off flows

dominated and the benchmark 10-year US Treasury yields recaptured the critical 3% level.

Rapid Federal Reserve rate hikes since March and hawkish comments on further tightening

have dented bullion's appeal as an inflation hedge.
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 US stocks started the week in negative territory as investors continued to fear the possibility of

another big interest rate hike. All sectors were in the red, with consumer discretionary and

technology the worst performers.

 The S&P 500 was down 2.1% to 4,137.99, making Monday's session the two indices' worst day

since June. The bears currently aim the level of 4,070 as an immediate target during the further

losses. Alternatively, the resistance of 4,170 will challenge the immediate upside ahead of

January 24 low around 4,220.

 Netflix NFLX shares declined 6.1%, among the worst performers on the S&P 500 and the

biggest decliner on the Nasdaq 100 after CFRA downgraded the company's stock to sell from

hold and lowered the price target to $238 from $245.

 Mosaic MOS was the top performer on the S&P 500, up 3.4% after the company maintained a

quarterly dividend of $0.15 per share, payable on Sept. 15 to shareholders of record as of Sept. 1.
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