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NEWS ANALYSIS

• The dollar index was subdued around 102.1 on Wednesday, remaining under pressure as signs

of cooling inflation in the US bolstered expectations of less aggressive Federal Reserve policy

tightening.

• After a series of jumbo rate hikes in 2022 to tame inflation, the market is all but certain of a 25

basis points (bps) increase in interest rates later on Wednesday. The spotlight, however, will be

on Fed Chair Jerome Powell's news conference as traders attempt to gauge how long the Fed is

likely to stay hawkish.

• Data on Tuesday showed that US wage growth slowed in the fourth quarter of 2022, while US

house prices rose at a weaker pace in November. Last week, data also showed that the Fed-

preferred core PCE inflation measure in the US slowed to an over one-year low in December.

• Recent progress on inflation has encouraged market participants to expect the Fed to quickly

pivot from interest rate hikes to interest rate cuts.
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EURUSD

 EUR/USD renews intraday bottom around mid-1.0800s as it reverses the previous day’s recovery

moves during early Wednesday.

 On Tuesday, the preliminary readings of the Eurozone fourth-quarter (Q4) Gross Domestic

Product (GDP) grew 0.1% QoQ versus 0.0% expected and 0.3% prior. The YoY prints also

painted a rosy picture of the bloc as it rose past 1.8% market consensus to 1.9%, versus 2.3%

prior. However, German Retail Sales plunged by 5.3% MoM in December, much worse than

expected.

 The support of 1.0835 will restrict the immediate EUR/USD downside before directing the bears

towards January 18 low around 1.0770. On the flip side, bulls need to crack the downtrend line

near 1.0900 to aim for the March 28 low surrounding 1.0950.
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GBPUSD

 The GBP/USD pair steadies around 1.2300 heading into Wednesday’s European session, after

three consecutive days of falling.

 A monthly survey conducted by Citi and YouGov showed on Tuesday that the 12 months

ahead UK public inflation expectations declined to 5.4% in January from 5.7% in the

previous survey. Following the data, Reuters reports, citing the survey that the declining trend

in the UK public inflation expectations should further comfort to the Bank of England that

high prices will not become permanently embedded in expectations.

 Further, Reuters also quotes the Bank of England’s (BOE) housing market numbers to state

that Mortgage approvals in Britain slumped in December to levels seen during the global

financial crisis. The news also raised concerns over the housing market’s weakness which is

faster than the consensus predicted.

 For an ideal short build-up, investors could use the pullback towards the resistance of 1.2340

as a selling opportunity. This will drag cable towards 1.2200, followed by January 06 high

around 1.2100. Alternatively, bulls need to surpass the resistance of 1.2450, which will send

the pair to 1.2650.
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USDJPY

 USD/JPY seesaws around 130.00, keeping it's sideway moves among symmetrical

triangle during early Wednesday.

 The benchmark 10-year JGB yields keeps poking the Bank of Japan’s (BoJ) 0.50% limit

during the seven-day uptrend. The same has recently pushed the Japanese central bank

to intervene multiple times. On the same line were fears of government meddling which

were raised by Hirohide Yamaguchi, one of the top candidates to become the next BoJ

Governor.

 The sellers need to conquer the lower band of symmetrical triangle at 129.50 to resume

bearish move towards 128.50, followed by January 18 low around 127.50. On the

contrary, bulls could regain control if the asset crack the resistance of 130.40. An

occurrence of the same will drive ninja towards January 18 high, surrounding 131.50.
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XAUUSD

 Gold had a look lower at the US$ 1,900 handle in the US session but quickly recovered

back above US$ 1,925. Prices were little changed in early Asian trading on Wednesday, as

investors refrained from taking big bets ahead of the U.S. Federal Reserve's interest rate-

hike decision due later in the day.

 Lower interest rates tend to be beneficial for bullion, decreasing the opportunity cost of

holding the non-yielding asset. The Fed message needs to be heard to grasp bullion's next

likely direction.

 Buyers jumped back into the game after meeting stiff support at $1,900. In case the yellow

metal starts using the level of $1,920 as a support, it could target $1,940 and should the

asset violates that level, the price will start marching decisively towards $1,960, followed

by Apr 2022 high at $2,000. On the flip side, Gold bulls can lose strength if the asset drops

below the last day's low at $1,900, which will drag the asset towards $1,880, followed by

$1,860.
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 A gauge of global stocks advanced on Tuesday as it closed out a strong month while U.S.

Treasury yields fell as investors assessed economic data and earnings reports ahead of a

run of central bank policy announcements.

 Wall Street had a stellar session on hopes that the Fed Chair Jerome Powell might soften

the hawkish stance at today’s Federal Open Market Committee (FOMC) meeting.

 The S&P 500 closed up 6.2% for the month, its first January gain since 2019, while the

Nasdaq surged 10.7% for its biggest percentage gain for the month of January since 2001.

 S&P 500 witnessed an uptrend after a minor pullback move and was closed below the

resistance of 4,100. In case of breaking this resistance, a fresh impulsive wave will be

started which will send the index towards 4,200, followed by 4,300. On the contrary, the

support of 4,030 restricts the downside move, below which the level of 3,950 will be

probed.
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