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What you need to know for the week ahead 

Commentary for Monday: Following a tumultuous week for financial markets, 

investors will focus intently on Wednesday’s FOMC meeting. As we noted last 

week (see “Fed Notes: Jan FOMC: In a world that keeps on pushin' inflation 

around, gonna stand their ground “), the Fed is widely expected to hold rates 

steady and present a somewhat more upbeat view about the economy through 

the policy statement and Chair Powell’s press conference. Given recent events, 

Powell’s presser is likely to focus on some non-economic issues – e.g., the recent 

DoJ subpoena (see “Implications of the latest Fed legal developments”), 

Governor Cook’s case, who will be the next Fed chair, and whether Powell might 

remain on the Board (see “Could Jerome Powell follow the Marriner Eccles 

precedent?”). On the fundamental side, we expect he will describe policy as “well 

positioned” as it has entered a plausible range of neutral. He might also sound 

somewhat more sanguine on the labor market, while still emphasizing downside 

risks. As always we will host our pre-FOMC webinar on Wednesday with our 

colleagues from rates sales, trading and strategy prior to the meeting, to register 

please see Webinar: Webinar: USD rates outlook ahead of the January FOMC . 

Regarding the meeting statement, the Committee is likely to upgrade its growth 

assessment from “a moderate pace” to a “solid pace”. Indeed, this was the 

language that Vice Chair Jefferson used in his January 16 outlook speech. 

Regarding the labor market, in light of the recent data – recall that the FOMC only 

had the September employment report at the time of the last meeting – we expect 

a more sanguine assessment that indicates at minimum no further deterioration 

since the last meeting. Hence, we see the statement noting “Job gains remain 

low, and the unemployment rate has stabilized in recent months.” On inflation, as 

Chair Jefferson stated last week, “progress slowed over the past year or so, and 

inflation remains at a level that is above readings consistent with our inflation 

target.” With November core PCE inflation up 2.8% from a year ago, unchanged 

from where the annual rate stood in January, June and September, the 

Committee may simply state that “Inflation remains somewhat elevated”. Indeed, 

the risk is that the Committee continues to highlight the lack of inflation progress 

in the meeting statement similar to Jefferson’s characterization. 

The most important change to the meeting statement should come in the second 

paragraph. Recall that the Committee had been justifying rate cuts over the past 

three meetings by stating that “The Committee is attentive to the risks to both 

sides of its dual mandate and judges that downside risks to employment rose in 

recent months.” Given the more sanguine labor market assessment alongside 

virtually no discernible progress on inflation, we expect the Committee to drop its 

prior reference to rising labor market risk and simply state “The Committee is 

attentive to the risks to both sides of its dual mandate.” However, we expect the 

statement will stop short of the “roughly in balance” language used to describe 

the risk distribution last January. 
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With respect to Chair Powell’s press conference, we expect considerations 

around Fed independence and recent geopolitical developments – and the market 

response – to take precedence over the economic outlook. Powell is likely to be 

asked about the Department of Justice’s subpoena in relation to his 

Congressional testimony about renovations to the Federal Reserve buildings. He 

will undoubtedly respond by referring to his unprecedented recorded statement 

from January 11 in which he forcefully argued that these actions were not about 

the testimony or renovations but instead “is a consequence of the Federal 

Reserve setting interest rates based on our best assessment of what will serve 

the public, rather than following the preferences of the President. This is about 

whether the Fed will be able to continue to set interest rates based on evidence 

and economic conditions—or whether instead monetary policy will be directed by 

political pressure or intimidation.” 

This will naturally lead to questions about who will be the next chair of the Federal 

Reserve and whether Powell has considered remaining on the Board of Governors 

after his chair seat expires. On the former, we expect Powell will not comment. 

Regarding the latter, Powell has not entertained this question in the past when it 

was raised. We expect he will follow a similar path and remain noncommittal on 

his future. While not a base case, we do see recent legal actions as raising the 

potential for Powell to stay on as a governor. Indeed, if the administration insists 

on following through with a criminal prosecution of Chair Powell, and Senate 

Republicans stand firm in not advancing nominees to the Federal Reserve Board, 

it is likely the FOMC would choose Powell to remain on as chair. 

Questions around the implications of geopolitical developments for the economic 

outlook, and the market response to these events, could also feature prominently 

in the press conference. We suspect that Powell will frame these as risks to the 

outlook at this point, rather than impacting officials’ base case for the economy.  

With respect to economic fundamentals, although Powell will likely continue to 

emphasize that downside risks remain prominent for the labor market, his tone 

may sound somewhat more sanguine. On the one hand, the low hiring dynamic 

has not changed and the labor market remains susceptible to shocks. At the same 

time, there are some reasons to be more optimistic at the margin. First and 

foremost, growth momentum remains robust. After a strong Q3 (4.3%), real GDP 

growth looks to have remained firm in Q4, against most expectations for a sharp 

deceleration. We expect this sturdy growth backdrop to continue, and it appears 

Fed officials have generally become more optimistic about the growth outlook as 

well. 

On inflation, the picture has become messier since the December FOMC meeting. 

Fed officials have generally echoed their prior comments around an expectation 

that a disinflationary trend remains in place. The underpinnings of that story were 

mostly that shelter inflation should decline over time with the potential to 

undershoot pre-covid run rates and tariffs will likely manifest as a one-time price 

level shock that will begin to unwind in the second half of the year. Fundamentally, 

these stories remain in place.  

In short, the January meeting statement and Powell’s press conference should 

send a strong signal that with the policy rate now within the range of Fed officials’ 

estimates of neutral, the Committee is well positioned to respond to risks to either 

side of their dual mandate should incoming data warrant an adjustment. Though 
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we expect almost all FOMC voters to be on board with such messaging, Governor 

Miran will likely continue to dissent in favor of additional easing. 

Data releases leading up Wednesday’s FOMC meeting are unlikely to have a 

material impact on the tone coming out of the meeting. Monday’s durable goods 

orders (+1.7% headline / +0.2% ex-transportation / +0.2 core) should show a 

significant boost to the headline from aircraft orders. However, growth in core 

orders (nondefense capital goods ex-aircraft) – the key component for gauging 

equipment spending in GDP – could slow a bit following a string of strong prints. 

Indeed, the three-month annualized gain on core orders through October was 

7.8%, the highest since the first three months of 2022. 

Tuesday’s consumer confidence (91.1 forecast vs. 89.1 previously) reading from 

the Conference Board should improve if the earlier-reported improvement in 

University of Michigan sentiment proves prescient. That being said, with 

consumer spending continuing to belie depressed sentiment readings (see “US 

Economic Chartbook: Monthly charts: Fast growth despite furious sentiment “), 

the main focus will be on consumers’ labor market views. As we often noted, the 

Conference Board’s jobs-plentiful / jobs hard-to-get series has historically had a 

high correlation with the unemployment rate.  

The post-FOMC data will mostly sharpen analysts’ forecasts for Q4 GDP. 

Thursday’s international trade balance (-$44.0bn vs. -$29.4bn) will be the focus 

on this front given the volatility in the recent trade data. However, Fed officials 

are more likely to focus on Thursday’s jobless claims (215k vs. 200k) and Friday’s 

December PPI (+0.3% headline / +0.3% core) to inform their near-term outlooks 

for the labor market and inflation. Regarding the former, we expect some payback 

from depressed claims during the holiday week. That being said, the recent trends 

in both initial and continuing jobless claims have been following the typical 

seasonal patterns and show no signs of further deterioration in the labor market; 

if anything, the jobless claims have fallen year-over-year. In terms of the 

December PPI, we will focus on those components of the report that feed through 

into core PCE inflation—namely, healthcare services, domestic airfares and 

portfolio management. As a reminder, we recently took our 2026 core PCE 

inflation projection (Q4/Q4) down by a tenth to 2.6% on base effects while 2027 

and 2028 remain at 2.3% and 2.2%, respectively (see “December CPI recap” and 

“US Economic Chartbook: US Inflation Outlook: Distortions and outliers “).  

Lastly, we should note that while President Trump may have walked back tariff 

threats against European countries last week over the issue of Greenland, 

tensions with Iran remain high and the President last week reiterated his 

willingness to impose secondary sanctions on countries “doing business with 

Iran”. Given that China is estimated to account for roughly 90% of Iranian oil 

exports, if Trump follows through with his threat to impose 25% tariffs on 

February 1 on China, it could reignite fears of a broader trade war. Indeed, this 

week’s FOMC statement is likely to reiterate that “Uncertainty about the 

economic outlook remains elevated” – a statement the Committee has been 

making at each meeting since June of last year.  

Please see the following pages for a forecast summary and estimates of the 

upcoming US high-frequency data over the next several weeks. 
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Figure 1: Fedspeak Calendar 
 

 

Source: Deutsche Bank Research 
 

 

 

 

Figure 2: DB US Forecast Summary 
 

 

Source: Deutsche Bank Research 
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Figure 3: Data calendar and DB forecasts 
 

 

Source: Deutsche Bank Research 
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The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In 

addition, the undersigned lead analyst(s) has not and will not receive any compensation for providing a specific 

recommendation or view in this report. Matthew Luzzetti, Ph.D., Brett Ryan, Justin Weidner, Amy Yang.  

Important Disclosures 

Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local 

exchanges via Reuters, Bloomberg and other vendors . Other information is sourced from Deutsche Bank, subject 

companies, and other sources. For further information regarding disclosures relevant to Deutsche Bank Research, 

please visit our global disclosure look-up page on our website at 

https://research.db.com/Research/Disclosures/FICCDisclosures. Aside from within this report, important risk and 

conflict disclosures can also be found at https://research.db.com/Research/Disclosures/Disclaimer . Investors are 

strongly encouraged to review this information before investing.  
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Additional Information 

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 

'Deutsche Bank'). Though the information herein is believed to be reliable and has been obtained from public sources 

believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to 

third-party websites in this report are provided for reader convenience only. Deutsche Bank neither endorses the 

content nor is responsible for the accuracy or security controls of those websites.  

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this 

report, or is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche 

Bank may act as principal for its own account or as agent for another person.  

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its 

own account or with customers, in a manner inconsistent with the views taken in this research report. Others within 

Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those 

taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis, 

equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of 

communication may differ from recommendations contained in others, whether as a result of differing time horizons, 

methodologies, perspectives or otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity 

securities of the issuers it writes on. Analysts are paid in part based on the profitability of Deutsche Bank AG and its 

affiliates, which includes investment banking, trading and principal trading revenues.  

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They 

do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank 

provides liquidity for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research 

analysts sometimes have shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-

term ratings. Some trade ideas for equities are listed as Catalyst Calls on the Research Website 

(https://research.db.com/Research/) , and can be found on the general coverage list and also on the covered 

company's page. A Catalyst Call represents a high-conviction belief by an analyst that a stock will outperform or 

underperform the market and/or a specified sector over a time frame of no less than two weeks and no more than 

three months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with Deutsche 

Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a near-

term or medium-term impact on the market price of the securities discussed in this report, which impact may be 

directionally counter to the analysts' current 12-month view of total return or investment return as described herein. 

Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof if an 

opinion, forecast or estimate changes or becomes inaccurate. Coverage and the frequency of changes in market 

conditions and in both general and company-specific economic prospects make it difficult to update research at 

defined intervals. Updates are at the sole discretion of the coverage analyst or of the Research Department 

Management, and the majority of reports are published at irregular intervals. This report is provided for informational 

purposes only and does not take into account the particular investment objectives, financial situations, or needs of 

individual clients. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in 

any particular trading strategy. Target prices are inherently imprecise and a product of the analyst's judgment. The 

financial instruments discussed in this report may not be suitable for all investors, and investors must make their own 

informed investment decisions. Prices and availability of financial instruments are subject to change without notice, 

and investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial 

instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely 

affect the investment. Past performance is not necessarily indicative of future results. Performance calculations 

exclude transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of 

the previous trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is 

also sourced from Deutsche Bank, subject companies, and other parties. Artificial intelligence tools may be used in 

the preparation of this material, including but not limited to assist in fact-finding, data analysis, pattern recognition, 

content drafting and editorial corrections pertaining to research material.  
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The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding 

our organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with 

respect to our research are available on our website (https://research.db.com/Research/) under Disclaimer.  

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that 

promise to pay fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving these 

cash flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus 

cause a loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher 

will be the loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most 

common adverse macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client 

segmentation, regulation (including changes in assets holding limits for different types of investors), changes in tax 

policies, currency convertibility (which may constrain currency conversion, repatriation of profits and/or liquidation of 

positions), and settlement issues related to local clearing houses are also important risk factors. The sensitivity of 

fixed-income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to 

inflation, to FX depreciation, or to specified interest rates - these are common in emerging markets. The index fixings 

may - by construction - lag or mis-measure the actual move in the underlying variables they are intended to track. The 

choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon rates (i.e., 

coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. Funding in 

a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps 

(swaptions) the risks typical to options in addition to the risks related to rates movements.  

Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The 

appropriateness of these products for use by investors depends on the investors' own circumstances, including their 

tax position, their regulatory environment and the nature of their other assets and liabilities; as such, investors should 

take expert legal and financial advice before entering into any transaction similar to or inspired by the contents of this 

publication. The risk of loss in futures trading and options, foreign or domestic, can be substantial. As a result of the 

high degree of leverage obtainable in futures and options trading, losses may be incurred that are greater than the 

amount of funds initially deposited - up to theoretically unlimited losses. Trading in options involves risk and is not 

suitable for all investors. Prior to buying or selling an option, investors must review the 'Characteristics and Risks of 

Standardized Options", at https://www.theocc.com/company-information/documents-and-archives/options-

disclosure-document. If you are unable to access the website, please contact your Deutsche Bank representative for a 

copy of this important document.  

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) 

exchange rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected by 

numerous market factors, including world and national economic, political and regulatory events, events in equity and 

debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government-imposed 

exchange controls, which could affect the value of the currency. Investors in securities such as ADRs, whose values 

are affected by the currency of an underlying security, effectively assume currency risk.  

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the 

investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at 

https://research.db.com/Research/ on each company's research page or under the 'Disclosures' tab. Investors are 

strongly encouraged to review this information before investing.  

Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial 

adviser, consultant or fiduciary to you or any of your agents (collectively, "You" or "Your") with respect to any 

information provided in this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, 

Deutsche Bank is not acting as your impartial adviser, and does not express any opinion or recommendation 

whatsoever as to any strategies, products or any other information presented in the materials. Information contained 

herein is being provided solely on the basis that the recipient will make an independent assessment of the merits of 

any investment decision, and it does not constitute a recommendation of, or express an opinion on, any product or 

service or any trading strategy.  
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The information presented is general in nature and is not directed to retirement accounts or any specific person or 

account type, and is therefore provided to You on the express basis that it is not advice, and You may not rely upon it 

in making Your decision. The information we provide is being directed only to persons we believe to be financially 

sophisticated, who are capable of evaluating investment risks independently, both in general and with regard to 

particular transactions and investment strategies, and who understand that Deutsche Bank has financial interests in 

the offering of its products and services. If this is not the case, or if You are an IRA or other retail investor receiving 

this directly from us, we ask that you inform us immediately.  

In July 2018, Deutsche Bank revised its rating system for short term ideas whereby the branding has been changed to 

Catalyst Calls ("CC") from SOLAR ideas; the rating categories for Catalyst Calls originated in the Americas region 

have been made consistent with the categories used by Analysts globally; and the effective time period for CCs has 

been reduced from a maximum of 180 days to 90 days.  

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA and SIPC. 

Analysts located outside of the United States are employed by non-US affiliates and are not registered/qualified as 

research analysts with FINRA.  

European Economic Area (exc. United Kingdom): Approved and/or distributed by Deutsche Bank AG, a joint stock 

corporation with limited liability incorporated in the Federal Republic of Germany with its principal office in Frankfurt 

am Main. Deutsche Bank AG is authorized under German Banking Law and is subject to supervision by the European 

Central Bank and by BaFin, Germany's Federal Financial Supervisory Authority.  

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at 21 

Moorfields, London EC2Y 9DB. Deutsche Bank AG in the United Kingdom is authorised by the Prudential Regulation 

Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial Conduct Authority. 

Details about the extent of our authorisation and regulation are available on request.  

Hong Kong SAR: Distributed by Deutsche Bank AG, Hong Kong Branch, except for any research content relating to 

futures contracts within the meaning of the Hong Kong Securities and Futures Ordinance Cap. 571. Research reports 

on such futures contracts are not intended for access by persons who are located, incorporated, constituted or 

resident in Hong Kong. The author(s) of a research report may not be licensed to carry on regulated activities in Hong 

Kong, and if not licensed, do not hold themselves out as being able to do so. The provisions set out above in the 

'Additional Information' section shall apply to the fullest extent permissible by local laws and regulations, including 

without limitation the Code of Conduct for Persons Licensed or Registered with the Securities and Futures 

Commission. This report is intended for distribution only to 'professional investors' as defined in Part 1 of Schedule of 

the SFO. This document must not be acted or relied on by persons who are not professional investors. Any investment 

or investment activity to which this document relates is only available to professional investors and will be engaged 

only with professional investors.  

India: Prepared by Deutsche Equities India Private Limited (DEIPL) having CIN: U65990MH2002PTC137431 and 

registered office at 14th Floor, The Capital, C-70, G Block, Bandra Kurla Complex, Mumbai (India) 400051. Tel: + 91 

22 7180 4444. It is registered by the Securities and Exchange Board of India (SEBI) as a Stock broker bearing 

registration no.: INZ000252437; Merchant Banker bearing SEBI Registration no.: INM000010833 and Research 

Analyst bearing SEBI Registration no.: INH000001741. DEIPL's Compliance / Grievance officer is Ms. Rashmi Poddar 

(Tel: +91 22 7180 4929 email ID: complaints.deipl@db.com). Registration granted by SEBI and certification from 

NISM in no way guarantee performance of DEIPL or provide any assurance of returns to investors. Investment in 

securities market are subject to market risks. Read all the related documents carefully before investing. DEIPL may 

have received administrative warnings from the SEBI for breaches of Indian regulations. Deutsche Bank and/or its 

affiliate(s) may have debt holdings or positions in the subject company. With regard to information on associates, 

please refer to the "Shareholdings" section in the Annual Report at: https://www.db.com/ir/en/annual-reports.htm. For 

latest India research audit report, refer https://country.db.com/india/deutsche-equities-india/index?language_id=1.  

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial 

instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, 
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Type II Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and 

risks involved in stock transactions - for stock transactions, we charge stock commissions and consumption tax by 

multiplying the transaction amount by the commission rate agreed with each customer. Stock transactions can lead to 

losses as a result of share price fluctuations and other factors. Transactions in foreign stocks can lead to additional 

losses stemming from foreign exchange fluctuations. We may also charge commissions and fees for certain 

categories of investment advice, products and services. Recommended investment strategies, products and services 

carry the risk of losses to principal and other losses as a result of changes in market and/or economic trends, and/or 

fluctuations in market value. Before deciding on the purchase of financial products and/or services, customers should 

carefully read the relevant disclosures, prospectuses and other documentation. 'Moody's', 'Standard Poor's', and 

'Fitch' mentioned in this report are not registered credit rating agencies in Japan unless Japan or 'Nippon' is 

specifically designated in the name of the entity. Reports on Japanese listed companies not written by analysts of DSI 

are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI. Some of the foreign 

securities stated on this report are not disclosed according to the Financial Instruments and Exchange Law of Japan. 

Target prices set by Deutsche Bank's equity analysts are based on a 12-month forecast period.  

Korea: Distributed by Deutsche Securities Korea Co.  

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register 

Number in South Africa: 1998/003298/10).  

Singapore: This report is issued by Deutsche Bank AG, Singapore Branch (One Raffles Quay #18-00 South Tower 

Singapore 048583, 65 6423 8001), which may be contacted in respect of any matters arising from, or in connection 

with, this report. Where this report is issued or promulgated by Deutsche Bank in Singapore to a person who is not an 

accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and 

regulations), they accept legal responsibility to such person for its contents.  

Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should 

independently evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank 

research may not be distributed to the Taiwan public media or quoted or used by the Taiwan public media without 

written consent. Information on securities/instruments that do not trade in Taiwan is for informational purposes only 

and is not to be construed as a recommendation to trade in such securities/instruments.  

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial 

Centre Regulatory Authority. Deutsche Bank AG - QFC Branch may undertake only the financial services activities 
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