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Eyes Wide Open: vigilance and selectivity are paramount this year 
• 2026 is “more of the same”, with less visibility, less upside potential, and much more speculation 
• Last week’s crash in precious metals perfectly illustrates our line: constructive, but vigilant and selective 
• We officially launch our 2026 Global Investment Outlook and start our road show this week in Dubai 

 

 

 

Last week’s returns don’t pay justice to the extreme volatility 
that hit when it became obvious, and then official, that the next 
Fed Chairman will be Mr Kevin Warsh. Interestingly, US Treasury 
yields didn’t materially move from one week to another and to 
some extent stock markets also were well behaved. The dollar, 
by contrast, rebounded and the moves in previous metals 
were historically extreme: around -10% and -25% from recent 
peaks respectively for gold and for silver. 

Indeed, Mr Warsh’s history as a former Fed governor shows 
that he is not the most dovish choice. He famously disagreed 
with quantitative easing and repeatedly said the Fed should 
focus on inflation rather than supporting the economy at all 
costs, through balance-sheet expansion or “zero interest 
rates” for political reasons. He is closer to Milton Friedman than 
to Keynes. Does it mean we won’t have rate cuts? Certainly 
not. He regularly highlighted the disinflationary power of 
artificial intelligence on many important segments of the US 
economy, he has an extremely relevant experience and a very 
consistent track-record. He’s a nominee that scores high in 
credibility: the next rate cuts will happen for good reasons.  

Back to markets. Gold crashing 10% in one hour is ridiculous, 
but not much more ridiculous than its previous parabolic 25% 
rise in less than a month. The same applies to speculative areas 
of the stock market: Microsoft had a disappointing quarter, 
but losing $370bn of market cap looks disproportionate. Meta 
was strong, but did it deserve a +10% instant gain? 

This is what markets are like in 2026, where extreme 
positioning and relentless speculation meets uncertainty. We 
remain constructive for the year but highlight vigilance, 
selectivity, and confidence, around our reshuffled strategic 
allocations. 

The week ahead will provide important macro data (PMIs, US 
job report), central bank meetings, and corporate earnings, as 
well as our 2026  Global Outlook publication and roadshows.
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TAA – Relative Positioning – Moderate Profile 
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The real deal for the week was President Trump’s nomination of 
Kevin Warsh for the role of Fed chair. He is known to be strongly 
against Quantitative Easing, though he is obviously in line with 
Donald Trump about the need for rate cuts. Inflation would not be 
a concern for Warsh, as he holds the view that a high-growth 
economy would not be producing inflation with rising 
productivity, as it is currently the case. This echoes Greenspan’s 
stance in the 90s, when he embarked on a prolonged easing 
cycle for similar reasons. Would the Greenspan put become the 
Warsh put? This time is different, as we must factor in QE. We 
could picture aggressive rate cuts once he is in office, though 
some restraining action on Quantitative Easing. The latter is what 
markets fear the most. In the absence of direct liquidity injections 
risk premia would have to rise reflecting tighter financial 
conditions. In simpler terms, risk assets would have to fall to 
display less lofty valuations. This was best reflected by the sharp 
rise of the US dollar (+0.7%) on Friday, and the continued fall in 
Bitcoin’s price during the weekend that saw the cryptocurrency 
settle below 80,000. Precious metals were also thrown in 
disarray, with gold tumbling 9% and silver crashing 26% on Friday. 
Also, taking no QE and multiple rate cuts at face value, long-
duration assets would be struggling, from IT megacaps to long-
dated bonds. Investors would be favoring deep value stocks, 
whose cash flows are produced here and now, rather than in a 
distant future. Now, this is the starting point, but we must factor in 
Warsh’s constraints.  All past repeated attempts at reversing QE 
entirely failed as the plumbing of the US monetary system started 
to be under strain. Also, no QE could bring about much more 
muted market action, affecting tax revenue from capital gains, 
that at the margin becomes relevant given the debt load. In the 
next few months markets may be discounting a more hawkish 
Fed, though the final outcome may end up being far from that. 

Will the rally in commodities and the related materials stocks be 
halted? After all commodities like low real rates and Friday’s 
market action in that space was far from comforting. That’s likely 
in the interim. But looking ahead, hard assets will continue to be 
driven by key economic forces, that is the global investment 
cycle underlying both the building out of data centers and the 
arms race. The demand for materials remains unabated, so 
weakness would be a buying opportunity, for a key commodity 
like copper, and for global resources stocks. For gold the main 
driver remains linked to the huge debt loads in the West. Unless 
many countries start to put their house in order, demand for gold 
and the related de-dollarisation will continue. And, as already 
mentioned, Warsh’s leeway is fraught with constraints. We 
should not be rushing to conclusions. 
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Fixed Income Sub Asset Class Returns 
 (US$ TR, YTD, December) 

 

Source: Bloomberg 
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January FOMC meeting was calm and did not surprise markets. 
Interest rates were kept unchanged, as expected, and the Fed 
only made small changes to its statement. Chair Powell said the 
economy is still growing at a healthy pace, the job market is no 
longer overheating, and inflation continues to move in the right 
direction. He did not commit to any timeline for rate cuts and 
repeated that decisions will depend on future data. Markets 
quickly moved past the meeting because there was no strong 
signal or change in tone. Overall, the FOMC confirmed that policy 
is on hold and that the Fed is comfortable waiting before making 
its next move.  

The key event of the week was President Trump’s decision to 
nominate Kevin Warsh as the next Fed Chair. Markets reacted 
strongly because Warsh is known to be against quantitative easing 
and large liquidity injections. After the announcement, the US 
dollar strengthened, precious metals fell sharply, and volatility 
increased across markets. Even though Warsh supports rate cuts 
in a strong economy, investors focused more on the risk that the 
Fed may be less willing to support markets through liquidity tools. 
Between Thursday and Friday, the market priced in around 0.2 
additional rate cuts for 2026. 

 US Treasury yields were mostly stable last week, despite high 
volatility across markets. The yield curve moved only modestly 
overall, but it steepened on the week, with a clearer twist 
steepening on Friday following news about the next Fed Chair. 
Shorter-dated yields declined, with 2- and 5-year yields falling by 
around 8bps and 4bps, while longer-dated yields edged higher, 
with 10- and 30-year yields rising by around 1bp and 4bps. The 10-
year Treasury yield ended the week around the 4.2% level, close to 
where it started. Overall, government bond markets remained 
relatively calm and continued to act as a stabilising part of the 
market during a very noisy week. 

 Credit markets remained resilient despite higher volatility in other 
asset classes. Investment-grade spreads were broadly stable, 
supported by limited moves in US Treasury yields and steady 
demand for high-quality issuers. Investors continued to favour 
short- and medium-term bonds, where carry remains attractive 
with lower interest-rate risk. High-yield credit came under some 
pressure. Spreads widened by around 5 basis points, reflecting 
weaker risk sentiment toward the end of the week, a stronger US 
dollar, and concerns about liquidity following the Fed Chair 
nomination. Even so, the move was contained and there were no 
signs of stress or forced selling. Emerging market credit remained 
relatively resilient despite higher volatility across global markets. 
Performance earlier in the week was supported by stable US 
Treasury yields and selective risk-taking. Toward the end of the 
week, sentiment became more cautious as the US dollar 
strengthened and volatility increased. Bloomberg EM index 
spread widened by around 3 basis points between Wednesday 
and Friday. 
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Equity Update Equity Recommended Regional Positioning 
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Global equity markets finished the week higher, but the gains 
came with a clear shift in tone as earnings releases began to redraw 
leadership across markets. At the index level, moves looked 
orderly, with the MSCI ACWI up 0.7%, developed markets higher 
by 0.5%, and emerging markets outperforming with a 1.8% rise. In 
the U.S., the S&P 500 rose 0.4%, that masked sharp dispersion 
driven by earnings reactions. With roughly 33% of S&P 500 
companies having reported so far, blended Q4 earnings growth 
stands at 11.9%, well ahead of expectations coming into the 
season of around 8.4%. That upside has supported broader 
indices, but markets have become increasingly selective, reacting 
quickly to the balance between growth, margins, and capital 
spending. Megacap technology dominated the week. Microsoft 
delivered the most disruptive move, with shares falling roughly 
10% after results showed slower cloud growth alongside another 
increase in capital spending, prompting markets to question how 
long AI investment will continue to pressure margins before returns 
become visible. Meta moved sharply in the opposite direction, 
with shares jumping 10.4% after reporting accelerating 
advertising revenue and clear evidence that AI-driven 
recommendation systems are already supporting earnings, 
allowing markets to absorb higher expense and capex guidance. 
Apple reported strong quarterly results driven by iPhone demand 
and services growth, but the stock was little changed on the week 
as management highlighted rising component costs, particularly 
memory, as a near-term margin headwind. Tesla added further 
volatility, with shares reacting unevenly after reporting its first 
annual revenue decline and outlining another major increase in 
spending tied to AI, robotics, and in-house chip development, 
before finishing the week roughly 4% lower. 

European equities participated in the global advance, with the 
MSCI Europe Index up 0.4%, but performance remained narrow 
and earnings driven. Luxury stocks weighed on the region, 
particularly in France, where LVMH extended its decline after weak 
holiday sales and cautious demand commentary. 
Semiconductor-linked names remained active, with ASML initially 
rising on strong AI-related demand before giving back gains 
following announcements of jobs cuts aimed at protecting 
efficiency as operations scale. Defense stocks, which had rallied 
earlier during heightened geopolitical tension, moved lower as 
near-term risks faded and some positions were unwound. China 
delivered one of the stronger regional performances, with the 
MSCI China Index up 0.9%, supported by sharp moves in selected 
sectors rather than broad-based buying. Property stocks rallied 
after reports of looser enforcement around leverage rules, 
triggering short covering in heavily discounted developers, while 
technology stocks found support, particularly in Hong Kong, as 
markets rotated in Chinese equities. Mainland equities were 
steadier, reinforcing the selective nature of the rebound. Japan 
moved in the opposite direction, with the TOPIX down 1.7% for the 
week. Equity performance was pressured by a stronger yen and 
renewed volatility in Japanese government bonds, which weighed 
on exporters and financials.  

By the end of the week, the equity message was clear. Markets are 
no longer trading the Mag 7 as a single theme, and AI is no longer a 
promise. Earnings delivery, margins, and capital discipline are now 
deciding who gets rewarded and who gets repriced. 
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Disclaimer 

This document is prepared by Emirates Islamic Bank (P.J.S.C) (“the Bank” or “Emirates Islamic”), a public joint stock company incorporated 

in Dubai, United Arab Emirates (UAE) and licensed to provide various financial services including promotion, financial consultation, and 

securities portfolio management. Emirates Islamic is regulated supervised and controlled by the Central Bank of the UAE (“Central Bank”) 

and the Securities and Commodities Authority of the UAE (“SCA”), having its head office at Building 16, Executive Towers, Dubai Healthcare 

City, P.O. Box 6564, Dubai, United Arab Emirates. This document may be distributed and/or made available by the Bank (through its website, 

its branches or through any other modes, whether electronically or otherwise). 

Emirates Islamic is a group company of Emirates NBD Bank PJSC, and together with its affiliates, subsidiaries and group entities, including 

its shareholders, directors, officers, employees and agents are collectively referred to Emirates NBD Group. 

This publication is prepared without regard to the individual financial circumstances and objectives of persons who receive it. 

Data/information provided in this publication are intended solely for illustrative purposes for the general information or its recipients, 

irrespective of their customer classification as an Ordinary Investor or Professional Investor under the SCA Regulations. 

Any person (hereinafter referred to as “you”, “your”) who has received this document or have access to this document shall acknowledge 

and agree to the following terms. 

 

Reliance  

 

This publication may include data/information taken from stock exchanges or other third-party sources from around the world, which 

Emirates Islamic reasonably believes to be reliable, fair and not misleading, but which have not been independently verified. The provision 

of certain data/information in this publication may be subject to the terms and conditions of other agreements to which Emirates Islamic is 

a party. Opinions, estimates and expressions of judgment are those of the writer and are subject to change without notice. Emirates Islamic 

or any member of Emirates NBD Group makes no representation or warranty and accepts no responsibility or liability for the sequence, 

accuracy, completeness or timeliness of the information or opinions contained in this publication. Nothing contained in this publication shall 

be construed as an assurance by Emirates Islamic that you may rely upon or act on any information or data provided herein, without further 

independent verification of the same by you. 

The contents of this document are prepared as of a particular date and time and will not reflect subsequent changes in the market or changes 

in any other factors, including those relevant to the determination of whether a particular investment activity is advisable. Emirates Islamic 

does not undertake any obligation to issue any further publications or update the contents of this document. Emirates Islamic may also, at 

its sole discretion, update or change the contents herein without notice. Emirates Islamic or any member of Emirates NBD Group does not 

accept any responsibility whatsoever for any loss or damage caused by any act or omission by you as a result of the information contained 

in this publication (including by negligence). 

References to any financial instrument or investment product in this document are not intended to imply that an actual trading market exists 

for such instrument or product. Certain investment products mentioned in this document may not be eligible for sale in some jurisdictions, 

and they may not be suitable for all types of investors. The information and opinions contained in this publication is provided for informational 

purposes only and have not been prepared with any regard to the objectives, financial situation and particular needs of any specific person, 

wherever situated. If you wish to rely on or use the information contained in this publication, you should carefully consider whether any 

investment views and investment products mentioned herein are appropriate in view of your investment experience, objectives, financial 

resources and relevant circumstances. You should also independently verify and check the accuracy, completeness, reliability and suitability 

of the information and should obtain independent and specific advice from appropriate professional advisers or experts. 

 

Confidentiality  

 

This publication may be provided to you upon request (and not for distribution to the general public), on a confidential basis for informational 

purposes only, and is not intended for trading purposes or to be passed on or disclosed to any other person and/or to any jurisdiction that 

would render the distribution illegal. 

 

Solicitation  

 

None of the content in this publication constitutes a solicitation, offer, recommendation or opinion by Emirates Islamic to buy, sell or trade 

in any security or to avail of any service in any jurisdiction. This document is not intended to serve as authoritative legal, tax, accounting, or 

investment advice regarding any security or investment, including the profitability or suitability thereof and further does not provide any 

fiduciary or financial advice. This document should also not be used in substitution for the exercise of the prospective investor’s judgment. 
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Disclaimer 
Third Party  

This publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution 

would be contrary to law or regulation. It is the responsibility of any person in possession of this publication to investigate and observe all 

applicable laws and regulations of the relevant jurisdiction. This publication may not be conveyed to or used by a third party without the 

express consent of Emirates Islamic or its affiliates, subsidiaries or group entities distributing this document. You should not use the data in 

this publication in any way to improve the quality of any data sold or contributed by you to any third party. 

Funds which are approved by the Securities and Commodities Authority (SCA) for promotion within the UAE by the Bank, shall not be deemed 

a recommendation to purchase or invest in the fund and SCA shall not be held liable for the failure of any other party concerned with any fund 

to fulfil their obligations and duties, or for the accuracy and integrity of the details concerned in the respective fund prospectus and such 

responsibility shall be held by the parties whose names are indicated in the fund prospectus according to the roles and functions of each 

party. 

Liability 

Notwithstanding anything to the contrary set forth herein, Emirates Islamic, its suppliers, agents, directors, officers, employees, 

representatives, successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person 

for any: (a) inaccuracies or errors in or omissions from this publication including, but not limited to, quotes and financial data; or (b) loss or 

damage arising from the use of this publication, including, but not limited to any investment decision occasioned thereby. Under no 

circumstances, including but not limited to negligence, shall Emirates Islamic, its suppliers, agents, directors, officers, employees, 

representatives, successors, assigns, affiliates or subsidiaries be liable to you for direct, indirect, incidental, consequential, special, punitive, 

or exemplary damages even if Emirates Islamic has been advised specifically of the possibility of such damages, arising from the use of this 

publication, including but not limited to, loss of revenue, opportunity, or anticipated profits or lost business. 

This publication does not provide individually tailored investment advice and is prepared without regard to the individual financial 

circumstances and objectives of person who receive it. The appropriateness of an investment activity or strategy will depend on the person’s 

individual circumstances and objectives and these activities may not be suitable for all persons. In addition, before entering into any 

transaction, prospective investors should: (i) ensure that they fully understand the potential risks and rewards of that transaction; (ii) 

determine independently whether that transaction is appropriate given an investor’s investment objectives, experience, financial and 

operational resources, and other relevant circumstances; (iii) understand that any rates of tax and zakat or any relief in relation thereto, as 

may be referred to in this publication may be subject to change over time; (iv) consult their advisers on the legal, regulatory, tax, business, 

investment, financial and accounting implications of the investment; (v) understand the nature of the investment and the related contract 

(and contractual relationship) including, without limitation, the nature and extent of their exposure to risk; and (vi) understand any regulatory 

requirements and restrictions applicable to the prospective investor. 

Investors should make their own investigation into the Shariah compliance of any investment they wish to invest in. No reliance should be on 

the Bank or any declarations, fatwa, opinion, or other documents prepared by, on behalf or at the request of the Bank for the purposes of a 

determination or confirmation that the investment is Shariah compliant. Internal Shariah supervision committee of the product (s) issuing 

entity holds the responsibility of ensuring conformity of the product with Shariah. 

Forward Looking  

Past performance is not necessarily a guide to future performance and should not be seen as an indication of future performance of any 

investment activity. The information contained in this publication does not purport to contain all matters relevant to any particular 

investment or financial Past performance is not necessarily a guide to future performance and should not be seen as an indication of future 

performance of any investment activity. The information contained in this publication does not purport to contain all matters relevant to any 

particular investment or financial instrument and all statements as to future matters are not guaranteed to be accurate. Certain matters in 

this publication about the future performance of Emirates Islamic or members of its group (the Group), including without limitation, future 

revenues, earnings, strategies, prospects and all other statements that are not purely historical, constitute “forward-looking statements”. 

Such forward-looking statements are based on current expectations or beliefs, as well as assumptions about future events, made from 

information currently available. Forward-looking statements often use words such as “anticipate”, “target”, “expect”, “estimate”, “intend”, 

“plan”, “goal”, “seek”, “believe”, “will”, “may”, “should”, “would”, “could” or other words of similar meaning. Reliance should not be 

placed on any such statements in making an investment decision, as forward-looking statements, by their nature, are subject to known and 

unknown risks and uncertainties that could cause actual results, as well as the Group’s plans and objectives, to differ materially from those 

expressed or implied in the forward-looking statements. Estimates of future performance are based on assumptions that may not be 

realized. 
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Disclaimer 
Risk 

Data included in this publication may rely on models that do not reflect or take into account all potentially significant factors such as market 

risk, liquidity risk, and credit risk. Emirates Islamic may use different models, make valuation adjustments, or use different methodologies 

when determining prices at which Emirates Islamic is willing to trade financial instruments and/or when valuing its own inventory positions 

for its books and records. The use of this publication is at the sole risk of the investor and this publication, and anything contained herein, is 

provided "as is" and "as available." Emirates Islamic makes no warranty of any kind, express or implied, as to this publication, including, but 

not limited to, merchantability, non-infringement, title, or fitness for a particular purpose or use. 

Investment in financial instruments involves risks and returns may vary. The value of investment products mentioned in this document may 

neither be capital protected nor guaranteed and the value of the investment product and the income derived therefrom can fall as well as rise 

and an investor may lose the principal amount invested. Investment products are subject to several risks factors, including without limitation, 

market risk, high volatility, credit and default risk, illiquidity, currency risk and profit rate risk. It should be noted that the value, price or income 

of securities denominated in a foreign currency may be adversely affected by changes in the currency rates. It may be difficult for the investor 

to sell or realise the security and to obtain reliable information about its value or the extent of the risks to which it is exposed. Furthermore, 

the investor will not have the right to cancel a subscription for securities once such subscription has been made. Prospective investors are 

hereby informed that the applicable regulations in certain jurisdictions may place certain restrictions on secondary market activities with 

respect to securities.  

Before making an investment, investors should consult their advisers on the legal, regulatory, tax, business, investment, financial and 

accounting implications of the investment. In receiving this publication, the investor acknowledges it is fully aware that there are risks 

associated with investment activities. Moreover, the responsibility to obtain and carefully read and understand the content of documents 

relating to any investment activity described in this publication and to seek separate, independent financial advice if required to assess 

whether a particular investment activity described herein is suitable, lies exclusively with the investor. 

Intellectual property 

This publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates Islamic and others (including certain 

other information sources) through the application of methods and standards of judgment developed and applied through the expenditure of 

substantial time, effort, and money and constitutes valuable intellectual property of Emirates Islamic and such others. All present and future 

rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the 

laws of any governmental authority, domestic or foreign, shall, as between the investor and Emirates Islamic, at all times be and remain the 

sole and exclusive property of Emirates Islamic and/or other lawful parties.  

Except as specifically permitted in writing, you should not copy or make any use of the content of this publication or any portion thereof or 

publish, circulate, reproduce, distribute or offer this publication for sale in whole or in part to any other person over any medium including 

but not limited to over-the-air television or radio broadcast, a computer network or hyperlink framing on the internet or construct a 

database of any kind. Except as specifically permitted in writing, you shall not use the intellectual property rights connected with this 

publication, or the names of any individual participant in, or contributor to, the content of this publication, or any variations or derivatives 

thereof, for any purpose. This publication is intended solely for non-commercial use and benefit, and not for resale or other transfer or 

disposition to, or use by or for the benefit of, any other person or entity. By accepting this publication, you agree not to use, transfer, 

distribute, copy, reproduce, publish, display, modify, create, or dispose of any information contained in this publication in any manner that 

could compete with the business interests of Emirates Islamic. Furthermore, you should not use any of the trademarks, trade names, 

service marks, copyrights, or logos of Emirates Islamic or its subsidiaries in any manner which creates the impression that such items 

belong to or are associated with you, except as otherwise provided with Emirates Islamic’s prior written consent. You shall have no 

ownership rights in and to any of such items. 

 

 


