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CIO expects two more cuts by the Swiss National Bank in this cycle, while the Fed has significantly further to go in lowering rates. (UBS)

Investors should manage their
US dollar exposure
17 October 2024, 1:24 pm CEST, written by UBS Editorial Team

CIO expects lower US interest rates and fiscal deficit fears to weaken the US dollar over the medium term.

CIO believes investors should therefore reduce US dollar exposure by partially hedging USD assets, adding international
exposure, switching USD cash and fixed income exposure for those in other G10 currencies, or by using options. We also
believe gold can be an effective diversifier.

The US dollar's weakness should continue over the medium term.

• From its peak in late June to late September, the DXY dollar index fell over 5.35%, before the sharp bounce in early
October.

• With the USD’s interest rate advantage over other currencies set to narrow further over the coming year, we expect
the greenback to continue to depreciate.

• We also believe a renewed focus on the US fiscal deficit could weigh on the USD once the US election is over.

Investors should manage their USD exposure.

• Many global investors hold large unhedged US equity and bond positions and should consider the potential impact
of a depreciating dollar on their portfolios.

• We recommend using bouts of USD strength to hedge US positions via currency futures, swaps, options, or structures
or by switching to hedged share classes.

• We like the euro, the British pound, and the Australian dollar.
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We also like the Swiss franc, and see higher gold prices.

• We expect two more cuts by the Swiss National Bank in this cycle, while the Fed has significantly further to go in
lowering rates.

• Uncertainty over the US election, still-elevated short CHF speculative positions, and (in our view) excessive expectations
for SNB rate cuts should also support the franc.

• Gold prices should rise further amid lower interest rates, economic and geopolitical uncertainty, and FX reserves
diversification away from the US dollar.

Did you know?
• In an international context, borrowing in Swiss francs has often looked appealing given low nominal interest rates in

Switzerland compared to other G10 currencies. But as we believe the franc is set to appreciate further, in particular
against the US dollar, international borrowers with outstanding Swiss franc loans should get ready to manage franc
loans more actively.

• Geopolitical tensions could likely extend well beyond 4Q, with the next US government's policies still unclear and
conflicts in Ukraine and the Middle East ongoing. A weaker US dollar and lower US interest rates are typically
supportive of gold prices.

• We expect the euro to benefit from a strong recovery in the Eurozone's trade balance, while the Reserve Bank of
Australia might not cut rates until next year.

Investment view
Investors should reduce their USD holdings as the currency is likely to weaken further over the medium term. We like
the Swiss franc, the euro, the British pound, and the Australian dollar. We also recommend an allocation to gold of up
to 5% within a balanced USD portfolio.
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Original report: Can the US dollar fall further?, 14 October 2024.

Important information
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and
Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different
laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about
the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.
© UBS 2024. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The
two sources operate independently and may therefore have different recommendations. The various research content provided
does not take into account the unique investment objectives, financial situation or particular needs of any specific individual
investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG
and an affiliate of UBS International Inc.
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