
 

 
◆ The USD is the worst-performing G10 currency so far this 

year, closely followed by the CAD 

◆ Structural issues are likely to keep the USD under pressure 
over the near term, in our view  

◆ USD-CAD may drop with broad USD weakness, though 
trade uncertainty could drive it up 

 
Year-to-date, the USD has been the weakest G10 currency, with the CAD close 
behind (Bloomberg, 29 January). While the CAD has strengthened against the USD 
− reflecting movements in the broader USD Index and a reduction in net short 
positions (Chart 1) − it remains the laggard within the G10 group (Chart 2). This is 
mainly due to uncertainty around US-Canada trade relations, especially the 
upcoming US-Mexico-Canada Agreement (USMCA) review.  

The Bank of Canada highlighted these concerns at its 28 January meeting, where 
the policy rate was kept at 2.25%, in line with expectations. Given these 
uncertainties, we maintain a cautious outlook for the CAD in 2026, despite robust 
domestic data that would usually support a stronger currency. Over the near term, 
USD-CAD could drop further, reflecting broad USD weakness, though trade 
uncertainty may present upward risk. 

1. USD-CAD and market positioning  2. G10 currencies vs USD: Year-to-
date performance (as of 29 January) 

 

 

 
Source: Bloomberg, HSBC  Source: Bloomberg, HSBC 
   

Turning to the USD, its near-term direction appears to be shaped more by 
structural concerns than by immediate monetary policy decisions. The Federal 
Reserve (Fed) kept interest rates unchanged at its 27-28 January meeting, with two 
members dissenting (see FX Viewpoint Flash – USD: Fed pauses; headwinds 
remain, 29 January 2026). Although markets still anticipate two 25bp rate cuts from 
the Fed this year, expectations for any easing at the next two meetings (17-18 
March and 28-29 April) remain low (Bloomberg, 29 January).  

The USD is likely to remain under downward pressure over the near term, 
primarily due to structural factors, such as concerns about Fed independence, 
the possibility of abrupt shifts in US policy, and speculation around joint US-Japan 
FX intervention (FX Viewpoint Flash – JPY: Intervention speculation, 26 January 
2026). Some market participants characterise this trend as “USD debasement” or a 
“de-dollarisation” trade − a view based on expectations of a long-term decline in the 
USD’s purchasing power, driven by unpredictable policy decisions, persistently large 
fiscal deficits, and growing US isolation (Bloomberg, 29 January). 
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USD and CAD: Continued underperformance? 

https://www.hsbc.com.hk/wealth/insights/fx-insights/fx-viewpoint/usd-fed-pauses-headwinds-remain/
https://www.hsbc.com.hk/wealth/insights/fx-insights/fx-viewpoint/usd-fed-pauses-headwinds-remain/
https://www.hsbc.com.hk/wealth/insights/fx-insights/fx-viewpoint/jpy-intervention-speculation/
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Disclosure appendix 

Important disclosures 

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to 

buy the securities or other investment products mentioned in it and/or to participate in any trading strategy.  Information in this 

document is general and should not be construed as personal advice, given it has been prepared without taking account of the 

objectives, financial situation or needs of any particular investor.  Accordingly, investors should, before acting on it, consider the 

appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional 

investment and tax advice.  

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may 

not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the 

investment products mentioned in this document and take into account their specific investment objectives, financial situation or 

particular needs before making a commitment to purchase investment products.   

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor 

may get back less than originally invested.  Certain high-volatility investments can be subject to sudden and large falls in value 

that could equal or exceed the amount invested.  Value and income from investment products may be adversely affected by 

exchange rates, interest rates, or other factors.  Past performance of a particular investment product is not indicative of future 

results. 

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of 

companies covered in HSBC Research on a principal or agency basis.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

Additional disclosures 

1 This report is dated as at 30 January 2026. 

2 All market data included in this report are dated as at close 29 January 2026, unless a different date and/or a specific time 

of day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of 

Research operate and have a management reporting line independent of HSBC's Investment Banking business. 

Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses 

to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument or of an investment fund.  
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