
 

 
 

This week’s FOMC to be a pause with regional central banks to follow Fed 

26 January 2026 – Market Economics

The Federal Reserve holds its first FOMC meeting of 
the year this week with a decision on policy 
expected 28 January 2026. We expect no change in 
policy at this meeting and markets are assigning 
virtually no chance of a rate cut at the January FOMC. 
Economic data critical for the Fed have remained 
mixed. Total nonfarm payrolls expanded by 50k in 
December 2025 with a total of 584k jobs added in 
2025 as a whole, down from more than 2m in 2024 
and 2.6m in 2023. At the same time inflation has 
remained stubborn and disinflation has slowed. CPI 
inflation as of November in the US printed at 2.7% 
y/y. 
 
US labour market cools while inflation stays sticky 

 
Source: Bloomberg, Emirates NBD Research.  
 
While we expect that the considerable cooling in 
labour market activity will push the Fed to cut rates 
this year, Fed governance is the more critical 
variable for markets at present. US President Donald 
Trump has kept up his criticism of the Fed, the US 
Department of Justice has launched an investigation 
into chair Jerome Powell’s handling of renovations of 
the Fed’s headquarters in Washington DC and 
President Trump has still not named his candidate to 
replace Powell whose term as chair ends in May this 
year.  
 
More focus on changes to Fed leadership 

Prediction markets are now placing nearly a 50% 
probability that Rick Rieder, head of fixed income at 
BlackRock, will be nominated as the next Fed chair 
after President Trump said he favoured keeping 
Kevin Hassett at the White House as head of the 
National Economic Council.  
 

As of 26 January 2026, markets are pricing in a total 
of 47bps of easing in the Fed Funds rate this year or 
almost two 25bps cuts. Our expectation has been 
for 75bps of cuts as the Fed leadership takes on a 
more dovish tilt though the pressure on Jerome 
Powell as chair may lead him to retain his post as 
governor, which does not expire until 2028, and vote 
against excessive easing in monetary policy.  
 
Fed Funds effective rate expectations 

 
Source: Bloomberg, Emirates NBD Research.  
 
Regional central banks to follow Fed on policy 

Central banks in the GCC will follow the Fed on 
policy this year and while lower rates will be a 
support for regional economies, higher oil and gas 
output will be more important for growth this year. 
Moreover, non-oil economic activity has been 
robust even with rates at higher levels in the last 
several years so between 50-75bps of easing is 
unlikely to materially impact our outlook for GCC 
growth.  
 
Local rates to track Fed Funds 

 
Source: Bloomberg, Emirates NBD Research.  
 



 

 
 

Local interbank rates in the UAE have been pricing at 
a consistent discount to US dollar rates for similar 
tenors. The spread for 3mth EIBOR to 3mth term 
SOFR has been getting wider since the start of 2026, 
recording an average of -5bps for the past 90 days 
as of 26 January 2026.  
 
EIBOR remains at discount to SOFR 

 
Source: Bloomberg, Emirates NBD Research.  
 
Substantial growth in deposits in the UAE banking 
system thanks to robust non-oil economic activity 
has helped to lead to large increases in surplus 
liquidity: deposit facilities (conventional and Islamic) 
plus reserve accounts relative to reserve 
requirements.  
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Disclaimer 

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the publication, you signify you accept 

these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such modifications shall be effective immediately. Accordingly, 

please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the publication, after modifications to the Disclaimer will constitute your acceptance 

of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to accept the content of this Disclaimer, you may not access, or use the publication. Any terms and 

conditions proposed by you which are in addition to or which conflict with this Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is 

believed by Emirates NBD to be accurate and true but Emirates NBD expresses no representation or warranty of such accuracy 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 the publication. The publication is provided for informational uses only and is not intended for trading purposes. 

Charts, graphs and related data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude 

any transaction. In addition, the data/information contained in the 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. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates NBD does not 

guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third parties. Moreover, the provision 

of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.  

 

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD of investment 

advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, accounting advice. The 

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. Accordingly, anything 

to the contrary herein set forth notwithstanding, Emirates NBD, 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 the publication including, but not limited to, quotes and financial data; (b) loss 

or damage arising from the use of the publication, including, but not limited to any investment decision occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO 

NEGLIGENCE, SHALL EMIRATES NBD, 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 NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY 

OF SUCH DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR LOST BUSINESS. The 

information contained in the 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. 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 the publication. Further, references to 

any financial instrument or investment product is not intended to imply that an actual trading market exists for such instrument or product. In publishing this document Emirates NBD is not acting 

in the capacity of a fiduciary or financial advisor.  

 

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services 

to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a conflict of interest that could affect 

the objectivity of this report.  

 

The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific needs of 

recipients.  

 

Data included in the 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 NBD may use 

different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments and/or when valuing its own 

inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment activities. Moreover, you acknowledge in 

receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any investment activity described in the publication and to seek 

separate, independent financial advice if required to assess whether a particular investment activity described herein is suitable, lies exclusively with you. You acknowledge and agree that past 

investment performance is not indicative of the future performance results of any investment and that the information contained herein is not to be used as an indication for the future performance 

of any investment activity. You acknowledge that the publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates NBD 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 NBD 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 you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD 

and/or other lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof. 

Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor to, the content 

of the publication, or any variations or derivatives thereof, for any purpose.  
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