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This chart is for illustrative purposes only and not indicative of any
actual investment. Investors cannot invest directly in an index. The U.S.
Dollar Index (DXY) indicates the general international value of the dollar
relative to a basket of major world currencies.

The information presented is not intended to constitute an investment
recommendation for, or advice to, any specific person. By providing this
information, First Trust is not undertaking to give advice in any fiduciary
capacity within the meaning of ERISA, the Internal Revenue Code or
any other regulatory framework. Financial advisors are responsible
for evaluating investment risks independently and for exercising
independent judgment in determining whether investments are
appropriate for their clients.

What’s Going On With the Dollar?
U.S. Dollar Index Daily Prices (4/30/98 — 4/28/23)
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Source: Bloomberg.

View from the Observation Deck

At one of my recent talks, | asked whether the audience believed the U.S. dollar was stronger or
weaker today than it was 25 years ago. The overwhelming response was that the dollar had weakened
substantially when compared to its peers over that time frame. Predicting the direction of the dollar, or
any currency, can be a daunting task, even for professionals who specialize in it. One thing we can provide
is some context. Today’s chart serves to do just that.

A quick word about the index (DXY) used in today’s chart.

The DXY Currency Index is a measure of the value of the U.S. dollar against a weighted basket of six
currencies used by U.S. trade partners. The basket is comprised of the Euro, Japanese Yen, British Pound,
Canadian Dollar, Swedish Krona, and the Swiss Franc.

The index rose by 1.95% over the 25-year period ended 4/28/23.

As can be seen the chart, while the dollar has experienced significant volatility over the past 25 years, its
closing price of 101.66 on 4/28/23 was 1.95% higher than where it stood on 4/30/98, when it closed at
99.71.

The U.S. dollar exhibited significant price swings throughout the period represented in
the chart.

The high for the 25-year period was $120.90 which was set on 7/5/01. The low for the period occurred on
4/22/08 when the dollar bottomed at $71.33. In the past 12 months, the U.S. Dollar Index ranged from
as low as 101.01 (4/13/23) to as high as 114.11 (9/27/22). Additionally, the U.S. Dollar Index has closed
trading above the 100 mark in every trading session since 4/13/22, according to data from Bloomberg.
The relative value of the dollar has been hoosted by the Federal Reserve’s (“Fed”) aggressive rate hikes
and forward guidance as well as foreign investors using the dollar as a safe haven over the past year as
the war between Russia and Ukraine raged on, in our opinion.

Takeaway

Regardless of popular perception, the U.S. dollar strengthened when compared to a basket
of its peers over the past 25 years. In our view, the relative value of the U.S. dollar has been
boosted by the Fed’s rate hikes, the continuation of its quantitative tightening program to pare
down the assets on its balance sheet (at a pace of up to $95 billion per month), and foreign
investors using the dollar as a safe haven amidst geopolitical turmoil. Additionally, the Fed’s
decision to increase interest rates an additional 25 basis points on 5/3/23 will likely provide
ballast to the dollar, in our opinion.
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