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August was marked by broad US dollar weakness, a failed attempt 

to support the Japanese yen through coordinated intervention, and 

strong performance from commodity-linked currencies. Although 

hawkish comments from Federal Reserve Chair Kevin Warsh helped 

the dollar recover late in the month, investor sentiment remained 

broadly negative. 

Dollar Weakness Remained the Dominant Theme 

The dollar came under pressure aft er Treasury Secretary Scott 

Bessent announced an acceleration of longer-dated Treasury bond 

buybacks, a move interpreted by markets as an eff ort to lower 

borrowing costs and potentially tolerate a weaker dollar. The 

announcement pushed the dollar to a three-month low and drove 

bearish positioning to its weakest levels since the Iran conflict. 

A partial recovery emerged near month-end aft er Fed Chair Kevin 

Warsh signalled that inflation remained too persistent to justify rate 

cuts. While his comments lift ed the Bloomberg Dollar Spot Index, 

they failed to reverse the broader downward trend. 

Yen Intervention Proved Ineff ective 

The Japanese yen was the weakest-performing G10 currency, falling 

1.43% against the dollar despite the first coordinated US-Japan 

FX intervention in 15 years. Initial gains quickly faded as investors 

remained focused on yield diff erentials and capital flows. 

By mid-month, the yen had surrendered much of its intervention-

related rally, highlighting market scepticism about policymakers’ 

ability to support the currency without more significant monetary 

policy changes. The Swiss franc increasingly replaced the yen as the 

preferred carry-trade funding currency. 

Commodity Currencies Outperformed 

Commodity-linked currencies were the strongest beneficiaries of the 

weaker dollar and improving risk appetite. 

• Australian dollar (AUD): +2.12% 

• Norwegian krone (NOK): +1.42% 

• Canadian dollar (CAD): +1.16% 

Investors continued to favour currencies linked to commodities and 

global growth as confidence in the dollar deteriorated. 
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Slow and Inconclusive End to Summer for the US Dollar 

Euro Supported by Stronger Growth 

The euro gained 0.78% against the dollar, supported by stronger-

than-expected eurozone growth. Second-quarter GDP rose 0.4%, 

double consensus forecasts, prompting economists to revise 2026 

growth expectations higher and boosting confidence in the region’s 

economic outlook. 

Mixed Performance Elsewhere in Europe 

The Swedish krona fell 0.40%, remaining the weakest G10 currency 

year-to-date. The Swiss franc was largely unchanged, declining just 

0.09%, though it attracted increased interest as a carry-trade funding 

currency. 

Technical Picture Remained Bearish 

The US Dollar Index (DXY) repeatedly failed to sustain gains above 

100.00 and later broke below both its 100-day and 200-day moving 

averages, reinforcing bearish sentiment and accelerating selling 

pressure. The index fell to a low of 98.55 before recovering following 

Warsh’s hawkish Jackson Hole remarks. 

Despite the rebound, the DXY ended the month around 99.40, leaving 

the dollar below its early-August levels and signalling that investors 

remained unconvinced a durable recovery was underway.
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Conclusion 

August was defined by dollar weakness, ineff ective yen intervention, 

and gains in commodity currencies. Although hawkish Fed rhetoric 

helped stabilise the dollar late in the month, bearish sentiment 

remained dominant. Commodity-linked currencies continued to 

benefit from shift ing global macro expectations, while the dollar 

ended the summer lacking a clear catalyst for a sustained recovery.  

Looking ahead, investors will closely watch central bank meetings, 

particularly in Japan, where a 50bp rate hike, once considered 

unthinkable, may become the Bank of Japan’s only remaining 

option. 

The following chart shows the yield on the August performance vs 

the USD.

August performance vs. USD (%)

Source: Bloomberg Finance L.P., 31 August 2026.
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IMPORTANT NOTES

This document is for information purposes only and does not constitute an off er or invitation to anyone to invest in any 
Crown Agents Investment Management Limited (‘CAIM’) funds and has not been prepared in connection with any such off er. 

This communication may only be used by a person in a jurisdiction where it is legally permitted to do so. The original 
recipient is responsible to ensure that no breach of local laws occurs in sharing its contents. This document should not be 
reproduced or distributed except via original recipients such as authorised financial advisers that are permitted to do so by 
local regulation and should not be made available to retail investors. This communication is not for distribution in the United 
States of America.

Any opinions expressed herein are those at the date of issue and cannot be depended on to predict future events. They do 
not necessarily reflect the views of CAIM. All data is sourced to CAIM unless otherwise stated. We believe that the information 
contained is from reliable sources, but do not guarantee the relevance, accuracy, validity or completeness thereof.  Subject 
to UK law, CAIM does not accept liability for irrelevant, inaccurate, invalid or incomplete information contained, or for the 
correctness of any opinions expressed.

Past performance is not indicative of future performance. Investors whose reference currency diff ers from that in which the 
underlying assets are invested may be subject to exchange rate movements that alter the value of the investments. The 
value of investments and any income from them may fluctuate and investors may incur losses. All investments involve risks 
including the risk of possible loss of principal. Liquidity risk may delay or prevent account withdrawals or redemptions. High 
volatility of fund prices can result from unstable market conditions. 

The investment opportunities described herein do not take into account the specific investment objectives, specific needs, 
knowledge, experience or financial circumstances of any particular person and are not guaranteed. 

This document is produced and issued by Crown Agents Investment Management Limited, with Company Registration No. 
02169973, and its registered off ice at 3 More London Riverside, London, SE1 2AQ, which is authorised and regulated by 
the Financial Conduct Authority in the UK (No 119207). For complaints relating to CAIM’s financial services, please contact 
CAIMLEnquiries@caiml.com

3 More London Riverside, London, SE1 2AQ, United Kingdom
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