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Introduction 

Recent developments in global financial markets have brought back to 
the forefront one of the most important economic questions that has 
occupied investors and analysts for years: Is the era of a strong U.S. 
dollar making a comeback? 

Following the release of stronger-than-expected U.S. employment data, 
gold suffered losses exceeding 2.5% within a short period, erasing a 
significant portion of the gains it had achieved since the beginning of 
2026. This decline was not merely a temporary fluctuation in the 
precious metals market; rather, it resulted directly from a reassessment 
of the outlook for the U.S. economy and Federal Reserve monetary 
policy.  
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In reality, what happened to gold may be more significant than it initially appears, because it 
could signal the beginning of a broader shift in global monetary balances. Such a shift may 
extend beyond gold and currency markets to affect both the Palestinian and Israeli economies, 
as well as living standards across the region. 

From Gold to the Dollar: What Happened? 

When U.S. employment data showed that the labor market remained resilient despite years of 
interest rate hikes, markets began revising their expectations regarding U.S. monetary policy. 
Instead of betting on rapid rate cuts, investors increasingly started to expect higher interest rates 
to remain in place for a longer period. 

At this point, a traditional relationship that has governed financial markets for decades re-
emerged. Whenever interest rates rise—or expectations of higher rates persist—investors tend 
to favor the U.S. dollar and income-generating American assets, while the attractiveness of gold, 
which provides no direct yield, diminishes. 

For this reason, gold’s decline was not an isolated event but rather a direct reflection of rising 
expectations for a stronger dollar. 

Are Markets Already Testing the Strong-Dollar Scenario? 

Today, the answer appears closer to "yes" than "no." 

Over recent years, many investors had bet on a weaker dollar due to rising U.S. public debt and 
growing fiscal deficits. However, reality has demonstrated that the U.S. economy continues to 
possess a remarkable ability to attract global capital thanks to the strength of its financial 
institutions, the depth of its markets, and its continued economic outperformance relative to many 
other major economies. 

Recent developments suggest that markets have already begun pricing in the possibility of 
entering a new phase of dollar strength, which helps explain the increased demand for U.S. 
assets and the decline in gold and several competing currencies. 



The U.S. Dollar Index and the Possibility of Returning to 
Historic Highs 

Before discussing possible scenarios, it is important to emphasize that the figures presented in 
this analysis do not represent official forecasts issued by international institutions or central banks. 
Rather, they are based on a long-term technical analysis of historical charts available on Trading 
View covering the period from 2013 to 2026. 

The analysis examined five key indicators: the U.S. Dollar Index (DXY), the USD/Israeli Shekel 
exchange rate, the EUR/USD exchange rate, gold, and silver. 

The findings suggest that the U.S. Dollar Index could potentially return to a range of 120–123 
points during 2027–2028, representing an increase of approximately 23% from current levels. 

The technical scenarios also point to the possibility of the U.S. dollar rising to around 4.20–4.25 
Israeli shekels, the euro declining to approximately 0.87$, gold falling toward $2,300 per ounce, 
and silver retreating to the 30–35$ per ounce range. 

These figures should not be viewed as certain predictions but rather as possible technical 
scenarios based on long-term historical patterns that may either materialize or change depending 
on future economic and political developments. 

The Euro and the Jordanian Dinar in a New Dollar Cycle 

If recent movements in gold represent the beginning of a market test of the strong-dollar 
hypothesis, the effects are unlikely to stop with precious metals. They are also likely to extend 
to major currencies that form the backbone of the global monetary system, particularly the euro 
and the Jordanian dinar. 

The euro is especially important because it constitutes the largest component of the basket used 
to calculate the U.S. Dollar Index (DXY), accounting for more than half of the index's weight. 
Consequently, any weakness in the European economy or depreciation of the euro directly 
strengthens the dollar’s global position. 



Should some long-term technical scenarios materialize, with the euro declining from its current 
range of roughly 1.05–1.10$ to around 0.87$ per euro, this would represent a depreciation of 
nearly 20% and would significantly reinforce the dollar’s dominance in global markets. 

The implications would extend beyond currency markets to international trade, investment flows, 
and capital movements worldwide. 

As for the Jordanian dinar—which, together with the dollar and the shekel, is one of the principal 
currencies circulating within the Palestinian economy—it is expected to maintain relative stability 
due to its longstanding peg to the U.S. dollar. 

Consequently, a strong-dollar cycle could indirectly strengthen the dinar relative to the Israeli 
shekel, potentially benefiting Palestinians whose savings or income are denominated in Jordanian 
dinars. 

Gold and Silver Between Dollar Strength and Price 
Correction: Has the Shift Already Begun? 

The impact of recent developments has not been confined to currency markets alone. It has 
extended directly into precious metals markets, particularly gold and silver. 

Economic history demonstrates a clear inverse relationship between dollar strength and precious 
metal prices. As the dollar appreciates, gold and silver become more expensive for investors and 
consumers around the world, creating downward pressure on prices. 

Recent market developments provided a practical example of this relationship. Strong U.S. 
employment data reinforced expectations of higher interest rates for longer, boosting demand for 
the dollar and U.S. assets while pushing gold down by more than 2.5% in a short period. 

This decline suggests that markets have begun seriously testing the possibility of a strong-dollar 
cycle. When interest rate expectations rise, gold loses some of its appeal relative to yield-
generating dollar-denominated assets. 



Nevertheless, it would be premature to declare the end of gold’s long-term upward trend. 
Geopolitical tensions, rising sovereign debt levels, inflation concerns, and record purchases of 
gold by central banks continue to support long-term demand for the precious metal. 

Silver, meanwhile, is even more sensitive to economic cycles because of its extensive industrial 
applications in electronics, solar energy, batteries, and advanced technologies. As a result, a 
global economic slowdown combined with a stronger dollar could push silver prices toward the 
30–35$ per ounce range. 

Therefore, what happened to gold recently should not be viewed merely as a temporary decline 
in the price of a precious metal. It may instead represent an important signal that global markets 
are entering a new phase in which dollar strength once again plays a central role in shaping the 
direction of currencies, commodities, and precious metals. 

The Israeli Shekel Faces a New Test 

The Israeli shekel may be one of the most important currencies to watch in the coming years. 

Over the past decade, the shekel benefited from the strength of Israel’s technology sector, foreign 
investment inflows, and strong economic performance. However, sustained dollar strength could 
alter this equation. 

If the dollar rises to between 4.20 and 4.25 shekels, Israel could face growing inflationary 
pressures driven by higher import costs, rising energy prices, and more expensive raw materials. 

Israeli households may feel these effects through higher prices for fuel, electricity, imported 
goods, electronics, automobiles, and overseas travel. The middle class, whose income is largely 
denominated in shekels, may experience increasing pressure on purchasing power. 

On the other hand, exporters and technology companies generating revenues in dollars could 
benefit from a weaker shekel, as foreign earnings would translate into higher local-currency 
revenues. 



The future of the shekel, therefore, is not merely a financial issue; it has become a factor that 
directly affects inflation, living costs, and economic stability in Israel. 

What Does This Mean for Palestinians? 

For the Palestinian economy, the picture is even more complex. 

Palestine does not have an independent national currency and relies heavily on the Israeli shekel 
for wages, trade, savings, and everyday transactions. At the same time, the U.S. dollar and 
Jordanian dinar play a significant role in remittances, savings, and private investments. 

As a result, any significant shift in the relationship between the dollar and the shekel affects not 
only exchange markets but also living standards and household purchasing power. 

A field study conducted by the Palestinian Center for Public Opinion (PCPO) regarding the surplus 
shekel crisis and Palestinian-Israeli banking relations revealed the depth of public concern 
surrounding this issue. 

According to the survey, 68.7% of Palestinians identified Israeli restrictions on accepting surplus 
shekels as the primary cause of the current crisis, while 76.4% anticipated major difficulties in 
securing basic necessities if the crisis continues. 

The findings also showed that 82.4% expect delays or disruptions in salary payments, 78.5% 
foresee rising poverty and unemployment rates, and 85.6% warned of growing social tensions if 
no sustainable solutions are found. 

These figures demonstrate that the shekel issue is no longer merely a banking or monetary 
matter; it has become a social and livelihood issue affecting daily life across Palestinian society. 

 

 



The Paris Protocol and the Limits of Palestinian Monetary 
Independence 

If a stronger dollar and a weaker shekel present challenges for many economies, their implications 
are even more profound in the Palestinian case. 

The issue goes beyond exchange-rate fluctuations and touches upon the monetary structure 
established under the Paris Economic Protocol of 1994. 

Although the Protocol was originally intended as a temporary arrangement, it remains the 
framework governing Palestinian-Israeli economic relations to this day. Consequently, the 
Palestinian economy continues to rely heavily on the Israeli shekel, alongside the U.S. dollar and 
Jordanian dinar, without possessing independent monetary tools capable of managing monetary 
policy or responding autonomously to global financial shocks. 

The surplus shekel crisis has highlighted these limitations. A separate PCPO survey found that 
77.1% of Palestinians believe that the continued accumulation of surplus shekels weakens the 
currency’s value and reduces public confidence in it. 

These findings become even more significant in light of the scenarios discussed in this article. If 
a new cycle of dollar strength emerges, the Palestinian economy could face a dual challenge: 
external pressures resulting from global financial shifts and internal vulnerabilities linked to 
continued dependence on a monetary system beyond its control. 

Conclusion: Are We Entering a New Era? 

No one can say with certainty whether the world has already entered a new era of dollar strength. 
However, recent developments deserve close attention. 

Gold’s decline following strong U.S. employment data may have been more than a temporary 
price correction; it could represent an early signal of broader changes in global financial trends 
and monetary balances. 



If the United States continues to outperform most major economies, and if the gap in growth and 
interest rates persists, the dollar could once again take center stage in the global financial system, 
exerting pressure on gold, the euro, and the Israeli shekel while affecting economies and societies 
across the world. 

Perhaps the most important lesson is that currencies are no longer merely instruments of 
exchange or investment. They have become key factors influencing economic security, social 
stability, living standards, and political resilience. 

For that reason, the future of the U.S. dollar is no longer a subject relevant only to traders and 
economists—it is a matter that directly affects the daily lives, savings, purchasing power, and 
economic opportunities of people in Palestine, Israel, and around the globe. 
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