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Global activity on a firm footing
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¢ The rollercoaster ride for geopolitical and trade uncertainty
continues, but the global macro picture remains firm...

¢ _..even as financial markets try to second guess the policy
implications of Fed Chair nominee, Kevin Warsh

+ US tariff threats abound, but few have been delivered, with the
main trade news coming from US or European trade deals

Six weeks into 2026, the twists and turns in geopolitics continue, but while they had
continued to drive precious metals sharply higher for much of January, the
announcement of Kevin Warsh as the next Federal Reserve (Fed) chair saw much
of the early 2026 moves unwind. Currencies continue to swing around with the
appreciation of the EUR raising questions for the European Central Bank (ECB) rate
path, especially given January’s 1.7% inflation print. JPY bounced sharply as news
of a snap election triggered FX intervention chatter.

Divergent central banks

There is much discussion on potential implications for the size of the Fed’s balance
sheet with Mr Warsh as Chair, but market expectations of two more Fed rate cuts in
2026 are little changed. Our forecast remains for unchanged rates given robust
activity set to be bolstered further by tax cuts, inflation looking sticky, and mixed
labour market signals. Other central bank action has been hugely divergent: the
Reserve Bank of Australia (RBA) delivered a hawkish rate rise; Colombia a bigger-
than-expected 100bp rate hike; Brazil is set to revert back to cutting in March; and
the Bank of England (BoE) points to further loosening soon.

2. ...USD saw a small rebound off the back
of the announcement

1. US rate expectations are down a touch,
though Kevin Warsh’s nomination had

little impact...
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We expect the Fed to hold
interest rates steady this year



US consumer spending and
eurozone GDP staying firm

The US tariffed a small set of
semiconductors in January

The US-India trade deal cuts
tariffs on Indian imports
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Firm global activity

Globally, inflation is stable or slowing in many places but not all, and various input price
pressures have emerged, from some key industrial metals, to memory prices, to natural gas.
Global activity has stayed firm with US consumer spending, eurozone GDP and German
industrial orders surprising to the upside in Q4, and global manufacturing and service sector
PMls firming in January. In Asia, mainland China GDP growth slowed in Q4, but elsewhere in
the region, growth has surprised on the upside with policy generally supportive and India’s
recent FY27 budget — projecting a fiscal deficit of 4.3% of GDP — represents the slowest
consolidation in six years.

3. US retail sales continue to strengthen 4. Eurozone GDP growth was stronger
than expected in Q4 2025
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New tariffs

On the trade side, there has been no shortage of US tariff noise: US ambitions for Greenland —
and associated warning of 25% tariffs on Europe — de-escalated post-Davos. Tariff threats
against Canada and Korea, on any country selling oil to Cuba and — following recent protests —
any country doing business with Iran, have all followed. But the only new US tariffs imposed so
far this year are the 25% tariffs on a very narrow category of semiconductors and even
those are lower than feared.

Trade deals

The more significant news has been the progress on bilateral trade deals both with and
without the US. The EU has signed trade agreements with Mercosur and India, both pending
approval by the European Parliament. Mainland China has engaged in negotiations with the UK
and Canada, resulting in limited tariff agreements for both. A US-India trade deal has also been
announced under which tariffs on Indian imports will fall to 18%, down from 50%.



Key recent releases
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Date Market Release Period Actual Consensus Prior  Actual vs.
expectation Consensus
19 Jan Mainland China GDP (% y-0-y) Q4 45 45 48 >
19Jan  Mainland China Retail sales (% y-0-y) Dec 0.9 1.0 1.3 v
19 Jan  Mainland China Industrial production (% y-o-y) Dec 5.2 5.0 48 0
21Jan UK CPI (% y-0-y) Dec 3.4% 3.3% 3.2% A
23 Jan  Eurozone HCOB composite PMI (Index) Jan, flash 515 519 515 v
23Jan UK S&P Global composite PMI (Index) Jan, flash 53.9 515 514 A
23Jan US S&P Global composite PMI (Index) Jan, flash 52.8 53.0 52.7 v
2Feb US ISM manufacturing (Index) Jan 52.6 485 479 o
4Feb  Eurozone HICP (% y-0-y) Jan, flash 1.7 1.7 2.0 >
4Feb US ISM services (Index) Jan 53.8 53.5 53.8 0

Source: Bloomberg, HSBC
A Positive surprise — actual is higher than consensus, W Negative surprise — actual is lower than consensus, = Actual is in line with consensus

Key upcoming events

Date Market Release Period
11 Feb Mainland China PPI/CPI Jan
11 Feb us Non-Farm Payrolls Jan
12 Feb us GDP Dec
12 Feb UK GDP Q4
13 Feb Eurozone GDP Q4
13 Feb us CPI Jan
18 Feb UK CPI Jan
20 Feb Mainland China People’s Bank of China interest rate announcement -
20 Feb UK Retail Sales Jan
20 Feb EU/UK/US PMIs Feb
3 Mar Eurozone HICP Feb

Source: LSEG Eikon, HSBC



Economics ® Global
m‘ HSBC 9 February 2026

Disclosure appendix

Important disclosures

1
2

This report is dated as at 09 February 2026.

All market data included in this report are dated as at close 06 February 2026, unless a different date and/or a specific
time of day is indicated in the report.

HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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relating to your use of or reliance on this document. HBAP and the Distributors give no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document. This
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Mainland China

In mainland China, this document is distributed by HSBC Bank (China) Company Limited (“HBCN") and HSBC FinTech Services (Shanghai) Company Limited to its customers for general reference
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Important information on sustainable investing

“Sustainable investments” include investment approaches or instruments which consider environmental, social, governance and/or other sustainability factors (collectively, “sustainability”) to
varying degrees. Certain instruments we include within this category may be in the process of changing to deliver sustainability outcomes.

There is no guarantee that sustainable investments will produce returns similar to those which don’t consider these factors. Sustainable investments may diverge from traditional market benchmarks.
In addition, there is no standard definition of, or measurement criteria for sustainable investments, or the impact of sustainable investments (“sustainability impact”). Sustainable investment and
sustainability impact measurement criteria are (a) highly subjective and (b) may vary significantly across and within sectors.
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