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Dollar ended last week on the defensive

Throughout last week, a slew of key data releases, monetary policy
related newsflow, ongoing geopolitical tensions and developments
regarding US trade policy, all influenced investor sentiment. Most
notably, on Friday, the US Supreme Court ruled that most US tariffs
were illegal. However, President Trump responded by announcing a
new 15% universal tariff rate, under different legislation.

Data-wise, US GDP rose by less than forecast in Q4, partly due to the
government shutdown. However, inflation was stronger than
expected in December, with core-PCE rising to 3.0%. In the UK, data
last week indicate that the labour market remained weak in Q4, and
that inflation slowed only slightly in January. Encouragingly though,
retail sales and the public finances had a very strong start to 2026.

Against that backdrop, BoE external MPC member Mann sounded
somewhat dovish last week. She noted that rising unemployment is
“very much of a concern” and that inflation should drop to circa 2%
in the near-term. In contrast, the Fed meeting minutes and remarks
from official were skewed in the hawkish direction. At the same time,
talks between the US and Iran were also under the market spotlight.
Negotiations are due to resume this Thursday.

Amid all the noise, the Euro Stoxx 50 and the S&P 500 gained 2.4%
and 1.1%, on the week. Meantime, oil prices rose by circa 4%, albeit
Brent crude is currently off its peak, near $71 per barrel. On the
currency front, the dollar was in the ascendancy throughout the
week, but it handed back most of its gains on Friday. EUR/USD
opens in the lower half of $1.18-1.19. EUR/GBP remains above 87p.

This week, the data calendar is much quieter on both sides of the
Atlantic. A raft of sentiment indicators are the main releases of note.
Meanwhile, the fall out from changes in US trade policy and the
aforementioned US-Iran talks will remain in focus.

Daniel Noonan, Economist, AIB
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