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NEWS ANALYSIS

* The dollar index rose on Wednesday, rebounding from a 2-1/2 month low after economic data
showed the number of Americans filing new claims for unemployment benefits fell more than
expected last week.

« Inflation expectations for both the near and long term also climbed, raising concerns that interest
rates could stay higher for longer. Adding to the upward momentum, the latest FOMC minutes
showed that policymakers favored maintaining a restrictive monetary policy and gave no
indications that rates would fall soon. Markets still see the Fed keeping rates unchanged in
December, while traders scaled back bets for rate cuts in March.

« The U.S. dollar is overvalued as we think the Federal Reserve's tightening cycle is over and
there's a clearer economic slowdown on the horizon, but a major deprecation isn't lingering. We
must though also caution that sharp U.S. dollar depreciation is also very unlikely given the global
growth backdrop is unfavorable for non-dollar FX appreciation. The dollar has weakened
meaningfully after the October inflation data and may recover some ground but the scope for
notable gains is far less than before.
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EUR/USD surges above the 1.0890 level, extending the previous day's bounce off from the
internal uptrend line during early Thursday.

On Wednesday, Bundesbank President Joachim Nagel said that interest rates in the Eurozone are
close to their peak. He emphasized that economic data would decide if more tightening is
appropriate. Meanwhile, ECB Vice President Luis de Guindos said it's premature to discuss rate
cuts while adding that the ECB is data-dependent and policy communication is very clear.

Traders will monitor the Eurozone preliminary PMI data and the minutes of the ECB on
Thursday. The Eurozone Manufacturing PMI is expected to rise to 43.4, the Services PMI is
estimated to grow to 48.1 and the Composite PM is expected to rise to 46.8.

The bulls could aim for the 1.0950 level during further gains. A breach of the latter will drive the
fiber to Jul 25 low, around 1.1020. On the contrary, sellers will dominate the asset if it conquers
the support of 1.0840 confidently. An occurrence of the same will drag the asset towards 1.0770.
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» GBP/USD is extending its gains to near 1.2500 during early Thursday’s after a firmer
recovery from the critical support of 1.2450 on Wednesday.

» Jeremy Hunt, the UK Chancellor of the Exchequer, unveiled the Autumn Statement on
Wednesday, outlining plans to reduce debt, cut taxes, and incentivize work. He highlighted
the collaboration with the Bank of England (BoE) to achieve the 2.0% inflation target by
2025, as projected by the Office for Budget Responsibility (OBR). Despite anticipating a
positive impact on inflation and GDP, Hunt acknowledged a revised growth forecast, with
GDP expected to grow by only 0.7%, down from the previous OBR projection of 1.8% in
March.

» The broken uptrend line will challenge the immediate upside of GBP/USD ahead of 1.2550.
A breach of the latter will pave the way for additional gains to the 1.2600 level. On the flip
side, should the asset drop below the 1.2450 level, it will drag to Oct 11 high, surrounding
1.2330.
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» The USD/JPY pair is displaying a minor correction during early Thursday after the previous
day's sheer upside move.

» Tuesday's hawkish FOMC minutes, along with the better-than-expected US labor market and
consumer sentiment data released on Wednesday, lifted the USD away from its lowest level
since August 31. Spot prices, however, meet with some supply on Thursday.

> Investors seem convinced that the Federal Reserve (Fed) is done with its policy-tightening
campaign and will start cutting rates by May 2024. This triggers a fresh leg down in the US
Treasury bond vyields, which prompts some USD selling. Apart from this, expectations of a
possible hawkish shift in the Bank of Japan's (BoJ) policy weigh on the USD/JPY pair.

» Technically, the asset is likely to find a bullish impulsive wave after completing its correction
to the support of 149.00 and move to 150.00, followed by the broken blue uptrend line.
Alternatively, in case of breaking the 149.00 support, ninja will drag to 148.00.
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USDJPY, 10, 0149.536 H149.552 L149.034 C149.175 -0.361 (-0.24%)
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> Gold closed with a loss on Wednesday while sticking above the US$2,000 mark as the dollar
and treasury yields rose. Gold for February delivery ended down US$8.60 to settle at
US$2,013.20 per ounce. The drop comes on a strengthening US dollar even as it remains
down nearly 3% from its November high as weak economic data convinces investors the
Federal Reserve is done with further interest-rate hikes. Treasury yields are also well under
their month highs.

» Lower yields and USD have been a clear benefit for gold prices, thanks to softer U.S.
economic data that has brought forward the case for the Fed's first rate cut in 2024. However,
with an effective four-day weekend looming in the U.S., gold currently lacks the impetus to
break clearly above the $2,000/0z mark.

» The precious metal has displayed a correction move to the blue downtrend line. The Gold
bulls can drive the asset towards the resistance of $2,010. On the flip side, if sellers can break
the support of $1,985, they will drag the asset towards the level of $1,963.
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XAUUSD, 1D, 01989.885 H1998.378 L1989.825 (1994.860 +4.975 (+0.25%)
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» U.S. stocks ended higher on Wednesday on optimism that the Federal Reserve may be done
raising interest rates and that the economy is still resilient. Stocks have risen sharply in recent
weeks on the view the Fed is done hiking rates. We think you have a solid backdrop to the
market.

> Another prominent Wall Street strategist has joined the club seeing the S&P 500 index going to
5,000. Lori Calvasina, head of U.S. equity strategy at RBC Capital Markets, has joined Bank of
America's Savita Subramanian in adopting 5,000 as her year-end target for 2024. Achieving it
would require a 10% advance for the S&P 500 SPX compared with Tuesday's close of 4,538.19.
So far, the index is up more than 18% year-to-date in 2023. Calvasina's target would also
represent a record for the U.S.'s most widely followed stock-market benchmark.

» The S&P 500 displayed a slight growth on Wednesday but as illustrated on the chart it is still
trapped between the Support and resistance. The index bulls can drag the asset up towards 4,600.
On the flip side, the pullback move would target the support of 4,430
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Trading futures, options or foreign
currencies involves the risk of loss. You
may lose more than the amount originally
invested and, in respect of these products
traded on margin, you may have to pay
additional funds later. You should not
invest in such products unless satisfied that
they are suitable for you.
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