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• Risk flows continue to dominate the financial markets early Tuesday and the dollar is having a

difficult time finding demand with the US Dollar Index trading at its lowest level in over a

week. According to the CME Group FedWatch Tool, the probability of one more 75 basis

points (bps) Fed rate hike in November declined to 50% after this report.

• Meanwhile, reports suggesting that OPEC+ could reduce oil output by more than 1 million

barrels per day provided a boost to crude oil prices.

• During the Asian trading hours on Tuesday, the Reserve Bank of Australia (RBA) announced

that it hiked its policy rate by 25 bps to 2.6% from 2.35%, compared to market expectation for

a 50 bps rate increase.

• Eurostat will release the Producer Price Index (PPI) data for August. Later in the day, August

Factory Orders and JOLTS Job Openings will be featured in the US economic docket.

Cleveland Fed President Loretta Mester and NY Fed President John Williams are scheduled to

deliver speeches during the American trading hours.
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EURUSD

 The EUR/USD pair is hovering around weekly highs of 0.9850 amid weaker DXY during

early Tuesday. Eurozone bulls have cheered the proposal of stretched debt reduction scheme

by Brussels to execute more development programs. Financial Times on Monday reported that

Brussels wants to give EU capitals extra time to curb their debts and create space for public

investment as part of a major overhaul of the EU’s deficit rules.”

 Should the price maintains high and crosses the resistance of 0.9860, the asset will surge to

August 23 low around 0.9900. A breach of the latter will drive the major to the swing low of

mid-September around 0.9950, followed by the upper band of daily bearish channel from

February 10 high, near 1.0000. Meanwhile, the resistance of 0.9800 will restrict the immediate

EUR/USD downside before directing the bears to Monday's low, around 0.9750.
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 GBP/USD bulls take a breather around 1.1310 during early Tuesday after five consecutive days

of rising. On Monday, the report came from British Prime Minister Liz Truss and Finance

Minister Kwasi Kwarteng citing that the administration would reverse a cut to the higher rate

income tax causing UK gilt yields to fall sharply.

 For more upside, bulls need to surpass the resistance of 1.1400, which will send the pair to

September 14 high, around 1.1600. A breach of the latter will drive the major to September 13

high at 1.1740. Meanwhile, the 1.1200 support will restrict the immediate GBP/USD downside

ahead of the uptrend line from September 26 low, near 1.0900.
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 USD/JPY pares daily losses around 144.80 following the release of inflation data for the

Tokyo area in September. Headline inflation arrived at 2.8% vs. 2.8% expected, so no great

shakes there as per usual, but the US data from Monday's trade has been the foundation for

volatility that has weighed on the pair.

 A sustained move above the 145.00 hurdle will send the asset to September 22 high, around

146.00. A breach of the latter will drive the yen pair towards the highest level of 1998 around

147.70. Alternatively, sellers need to conquer the support of 144.00 to aim for the support of

143.00. A breach of the latter will drag the asset towards 142.00, followed by September 22

low around 140.50.
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XAUUSD

 XAU/USD seesaws around $1,698 during early Tuesday after printing a two-week high on

Monday. The dollar lost ground once again after investors cheered the UK government’s tax

rate cut U-turn.

 Further, the dollar’s misery was accentuated by a miss on the US ISM Manufacturing PMI,

which raised doubts about the Fed’s 75 bps rate hike plans. The September ISM

Manufacturing Index dropped to the lowest level since May 2020, as new orders plunged into

contraction.

 The downside movement could initially aim the support of $1,690 as an immediate target

during further losses. However, a confluence of the downtrend line from August 12 high and

the short-term uptrend line from September 28 low at $1,680 will be a tough nut to crack for

the pair bears afterward. On the contrary, the resistance of $1,710 will restrict immediate

upside of precious metal ahead of August 29 low at $1,720.
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 Wall Street's main indexes opened decisively higher and registered impressive gains on Monday

after the ISM Manufacturing PMI survey showed that price pressure continued to ease in the

manufacturing sector and employment contracted modestly. The S&P 500 was up 2.6% to

3,678.44. Energy, materials and technology were among the biggest gainers, with all sectors in

the green on Monday.

 In company news, Tesla's third-quarter vehicle deliveries came up short of market expectations,

but this was more likely because of logistical issues instead of softening demand, according to

analysts. Shares of the electric vehicle manufacturer slumped 8.6%, the steepest decliner on the

S&P 500.

 A sustained move above the 2,725 level will send the index to the middle band of daily bearish

channel from January 04 high, near 3,800. Alternatively, in case of resumption of slippage and

dropping the price below the previous day's low surrounding 3,590, the index will be reduced to

12 October 2020 high around 3,550.
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