
Dollar Index and Gold Price: A Contrasting Development

Since the beginning of the year, the US Dollar Index, which measures the currency against six major global 
currencies, has fallen by more than four percent.
Such movements are significant in foreign exchange markets and indicate a weakening of confidence in 
the US dollar. At the same time, gold has gained over 15% in value during the same period, reflecting 
investors' increasing demand for safe-haven assets.

Impact of US Trade Policy

The tariffs imposed by President Donald Trump on key trading partners have caused international concern. 
According to a CNN survey, 61% of Americans disapprove of these measures.
Such protectionist actions can exacerbate trade conflicts and undermine confidence in the US economy. 
They can also reduce the appeal of the dollar and prompt investors to seek alternatives such as gold.

Economic Indicators and Recession Fears

The University of Michigan’s Consumer Sentiment Index fell to its lowest level since November 2022 in 
March, indicating weakened consumer confidence.
Additionally, concerns about a potential US recession are growing.
While economic growth stood at 2.3% in Q4 2024, Trading Economics forecasts a slowdown to 0.9% in Q1 
2025. Such outlooks may further drive demand for safe-haven assets like gold.

Inverted Yield Curve as a Warning Sign

The current inversion of the US yield curve, where short-term bond yields exceed long-term yields, is 
traditionally seen as a signal of an impending recession.
This phenomenon suggests that investors anticipate economic downturns and adjust their strategies 
accordingly.
In such times, gold becomes an even more attractive asset class for crisis protection.

Pretoria, March 25, 2025 -  Since the
beginning of 2025, a remarkable divergence
has emerged between the development of
gold prices and the strength of the US dollar.
While gold is gaining attractiveness as a
safe-haven asset, the dollar is coming under
pressure.
This dynamic raises questions about the
underlying causes and possible impacts on
global financial markets.

1

GOLDInsight25.03.2025

Clear Vote of Confidence: Gold Rises, Dollar Falls!
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Central Bank Policies and Inflation Expectations

The US Federal Reserve (Fed) has revised its growth forecasts downward while raising inflation
expectations. For 2025, the Fed expects economic growth of 1.7% and inflation of 2.7%.
These adjustments can further weaken confidence in the currency and boost the appeal of tangible assets
like gold.

Market Reactions and Investor Behavior

Amid economic uncertainties, US-based gold ETFs have seen significant inflows.
Additionally, US gold imports from countries like the UK and Switzerland have surged.
These developments indicate that investors are increasingly turning to physical gold to hedge against
potential market volatility and currency depreciation.

Outlook and Investment Recommendations

Gold prices have experienced a significant surge over the past twelve months and are currently trading at
record levels.
Short-term technical corrections are possible but should not be mistaken as sell signals.
Given ongoing economic and geopolitical uncertainties, gold remains a crucial component for portfolio
diversification and wealth protection.
Investors should closely monitor financial market developments and adjust their strategies accordingly to
capitalize on gold’s protective qualities in uncertain times.
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