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Trump ties Europe tariffs to Greenland bid, EU prepares retaliation

Macro headlines

President Trump escalated tensions with European allies over the weekend, vowing to impose a new wave
of tariffs unless the US is allowed to purchase Greenland. In a Truth Social post, he announced an additional
10% tariff on imports from Denmark, Norway, Sweden, France, Germany, the Netherlands, Finland, and
Great Britain beginning February 1, rising to 25% on June 1. The move intensifies a long-running dispute
over the strategic Arctic island and adds to the already complex transatlantic trade landscape. EU
ambassadors met Sunday and reached broad agreement to intensify diplomatic efforts to dissuade the
White House from proceeding, while simultaneously preparing retaliatory measures. Prediction markets
show rising odds of a US Greenland acquisition — up to 42% by 2029, with 2026 purchase chances at 23-
33% and invasion odds at 11%. Domestic tensions also remained elevated. Anti-ICE protests in Minneapolis
turned confrontational as demonstrators clashed with far-right activists amid public anger over the killing of
Renee Good by a federal immigration agent. At the White House, President Trump praised economic
adviser Hassett and suggested he may keep him in his current role — a remark that unsettled markets given
expectations that Hassett was the frontrunner to replace Chair Powell at the Federal Reserve. US industrial
data showed mixed momentum. Manufacturing output rose 0.2% m/m in December, supported by a surge
in primary metals that offset weakness in motor vehicles. Industrial production increased 0.4% m/m, though
activity contracted in Q4 due to tariff-related pressures. Germany’s inflation stabilized at 2.2% in 2025, while
Italy’s inflation profile remained in a “sweet spot,” with headline CPI averaging 1.5% and core at 1.9%.
China’s economy expanded 5.0% in 2025, meeting the government’s target despite a sharp 17.2% slump
in property investment and a 3.8% contraction in fixed-asset investment — the first annual decline since
records began in 1996. China’s Q4 GDP slowed to 4.5% y/y, while December industrial output rose 5.2%
yly and retail sales grew only 0.9% yly, undershooting expectations. The S&P 500 earnings season
continued to show strength: 84.8% of companies reporting so far have beaten earnings expectations, well
above long-term averages.

Market performances

US equities ended last week with modest losses after a volatile stretch dominated by geopolitical tensions,
shifting expectations for the next Fed chair, and mixed macro signals. The Dow fell 0.17% to 49,359.33, the
S&P 500 slipped 0.06% to 6,940.01, and the Nasdaq declined 0.06% to 23,515.39. For the week, the S&P
500 fell 0.38%, the Nasdaqg 0.66%, and the Dow 0.29%. Sector performance reflected a defensive tilt.
Consumer staples, real estate, and utilities outperformed, while financials lagged due to concerns over the
proposed credit card rate cap. Al linked enthusiasm persisted after TSMC’s strong results earlier in the
week, though some investors rotated into smaller cap names in search of value. Markets appeared to be
flat lining ahead of a heavier earnings calendar, with investors awaiting results from major corporates
including Netflix, Johnson & Johnson, and Intel. The dollar strengthened as expectations faded that Hassett
— a vocal advocate for rate cuts — would be appointed Fed chair. President Trump’s comments that he may
keep Hassett in his current role pushed Treasury yields higher, with the 10 year rising to 4.227%. Markets
now assign only a 20% probability to a March rate cut, down sharply from 50% a month ago. The yen also
firmed after Japan’s finance minister signaled readiness to counter currency weakness. Gold retreated
(before renewed tariff tensions) as geopolitical risk moderated and investors booked profits after a strong
run. Prices fell more than 1% intraday before recovering to USD4,593/0z, still on track for a second
consecutive weekly gain. Oil prices rose modestly, with Brent at USD64.13/bbl and WTI at USD59.44/bbl,
as traders covered short positions ahead of the long US weekend and weighed lingering risks from unrest
in Iran against potential supply increases from Venezuela.

What’s next

The week ahead brings a dense macro calendar across regions, alongside the World Economic Forum’s annual
meeting in Davos from January 19-23 under the theme “A Spirit of Dialogue.” Markets will focus on inflation
updates, central-bank signals, and a broadening earnings season. In the US, core PCE — the Fed’s preferred
inflation gauge — is expected to rise 0.2% m/m in November. With rate-cut expectations cooling, investors will
scrutinize the data for signs of renewed disinflation. On Monday, the US observes a market holiday for Martin
Luther King Jr. Day. Canada releases December inflation and the Bank of Canada’s Business Outlook Survey. In
Europe, final December inflation prints for the eurozone, Germany, Italy, France, and Spain will help clarify the
region’s price trajectory. In Asia, Japan publishes final November industrial production. With the Bank of Japan
meeting this week — its first since raising rates to 0.75% in December — markets expect no immediate change but
will watch for guidance on future tightening. Earnings accelerate, with 30 S&P 500 companies reporting. Investors
will look to results from Netflix, Johnson & Johnson, and Intel to gauge whether strong early-season momentum
can continue amid heightened geopolitical uncertainty and domestic policy shifts.
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Global markets’ performance snapshot
Performance snapshot*
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Source: Bloomberg, and ADCB Asset Management | Notes: *Data as at 8AM UAE time - January 19, 2026 unless stated otherwise.

Performance in local currency.
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Disclaimer

ADCB Asset Management Limited (“AAML”), is a member of ADCB Group, licensed by Financial Services Regulatory Authority in Abu
Dhabi Global Markets under financial services permission number 170036.

This publication is intended for general information purposes only. It should not be construed as an offer, recommendation or solicitation
to purchase or dispose of any securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this
publication nor anything contained herein shall form the basis of any contract or commitment whatsoever. Distribution of this publication
does not oblige ADCB Group to enter into any transaction.

The content of this publication should not be considered as legal, regulatory, credit, tax or accounting advice. Anyone proposing to rely
on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and
suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in this publication. Investment products are not available to US persons.

Information and opinions contained herein is are based on various sources, including but not limited to public information, annual reports
and statistical data that AAML considers accurate and reliable. However, AAML makes no representation or warranty as to the accuracy
or completeness of any statement made in or in connection with this publication and accepts no responsibility whatsoever for any loss
or damage caused by any act or omission taken as a result of the information contained in this publication. This publication is intended
for customers who are either retail or professional investors.

Charts, graphs and related data or information provided in this publication are intended to serve for illustrative purposes only. The
information contained in this publication is prepared as of a particular date and time and will not reflect subsequent changes in the
market or changes in any other factors relevant to their determination. All statements as to future matters are not guaranteed to be
accurate. AAML expressly disclaims any obligation to update or revise any forward looking statement to reflect new information, events
or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

ADCB Group does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to
the companies covered in its publications. As a result, recipients of this publication should be aware that any or all of foregoing services
may at time give rise to a conflict of interest that could affect the objectivity of this publication. Opinions expressed herein may differ
from opinions expressed by other businesses or affiliates of ADCB Group.

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB
Group. They are subject to investment risk, including possible of loss of principal amount invested. This publication may not be
reproduced or circulated without ADCB Group written authority. The manner of circulation and distribution may be restricted by law or
regulation in certain jurisdictions. Persons who come into possession of this document are required to inform themselves of, and to
observe such restrictions. Any unauthorized use, duplication, or disclosure of this document is prohibited by law and may result in
prosecution.
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