
Wall Street closed lower during the holidays, as a wave of economic data on the
labor market and inflation caused a significant shift in expectations for interest
rate cuts from the Federal Reserve. Additionally, comments from several
central bank officials suggested that the cycle of rate cuts could be coming to
an end, leading traders to anticipate only two rate cuts this year. The markets
were closed on Thursday for a national day of mourning following the death of
former President Jimmy Carter. For the week, the S&P 500 index ended with a
decline of -0.71%, while the Nasdaq Composite fell -0.62% and the Dow Jones
Industrial Average dropped -1.07%.
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RELEVANT NEWS

Stronger-than-expected data on job
openings for November 2024, along with a
much better-than-expected report on non-
farm payrolls for December 2024, indicate
that the labor market has regained its
resilience after showing signs of cooling in mid-
2024. This data posed a challenge to the Fed's
goal of easing monetary policy. Additionally, a
measure of long-term inflation expectations
among consumers surged to its highest level
since 2008. Market participants also received
the minutes from the Fed's December 2024
monetary policy meeting, which revealed that
policymakers believed they were "at or near
the point" where it would be appropriate to
slow the pace of rate cuts.

This week, we have witnessed the wildfires
ravaging Los Angeles, with the death toll from
three days of fierce wildfires reaching 10, and
many areas remain under red alert due to
concerns over air quality. The fires have
consumed over 10,000 buildings, creating
scenes described as "apocalyptic" and leaving
entire neighborhoods in ruins. These areas
face a difficult recovery ahead. Loss projections
continue to rise, with estimates ranging from
$135 billion to $150 billion.

   At these levels, the disaster could account
for nearly 4% of California's annual GDP. This
will undoubtedly cause further disruptions in
the insurance and reinsurance sectors, which
have already been increasing premiums for
high-risk areas and canceling or refusing to
issue new policies.

Attention is now turning to the earnings
season, which will begin in the second
half of January. Investors are also closely
monitoring the political landscape, with
the upcoming inauguration of U.S.
President Donald Trump drawing
significant attention.



MARKET MONITOR



January 6

Durable Goods Orders
Actual -1.20% vs. Survey -0.50%.

January 7

Trade Balance
Actual -$78.2B vs. Survey -$78.3B.

ISM Services Index
Actual 54.1 vs. Survey 53.5.

KEY DATES FROM LAST WEEK
January 8

ADP Employment Change
Actual 122K vs. Survey 140K.

Initial Jobless Claims
Actual 201K vs. Survey 215K.

January 10

Non-Farm Payrolls Change
Actual 256K vs. Survey 165K.



TOPIC OF THE WEEK

The U.S. market has proven to be the engine of growth.

With a performance of only +9.6% in 2024, Europe has once
again disappointed last year (compared to the U.S. market's
25% performance (Chart 1). Looking back over the past 10
years, the European market has consistently underperformed
compared to the U.S., outperforming it only twice in the last
decade... in 2015 and 2022.
During the same period, the 600 largest European companies
have risen +55% (+124% including dividends), while the 500
largest U.S. companies have skyrocketed 218% (+288%
including dividends) during the same time frame.
When considering the effects of the exchange rate, the
difference is even greater, as the dollar has appreciated 24%
against the euro.
Investors seeking to diversify their portfolios away from cyclical
U.S. equities are naturally drawn to the defensive nature and
attractive valuations of European markets.

Find expanded information in our full report by visiting our website.



ASSET ALLOCATION
VIEWS IN ON CAPITAL
Donald Trump's election as president has changed the
global landscape and boosted investor sentiment.
However, hot payroll data is fueling market concerns
about the trajectory of the Fed's policy.

Non-farm payrolls increased by 256,000 in December,
the highest figure since March, surpassing all but one
forecast in a Bloomberg survey of economists. The
unemployment rate unexpectedly fell to 4.1%. Although
demand for workers moderated and the unemployment
rate increased in 2024, the economy still added 2.2
million jobs, down from a 3 million increase in 2023, but
above the 2 million created in 2019.

Good economic news is turning into bad news for
investors, who anticipate fewer rate cuts by the Fed and
some challenges for companies to achieve strong
results in a high-interest-rate environment. The stock
market ended the week in negative territory, continuing
the correction that began at the peak in early
December. Since then, the S&P 500 has corrected by
-4.5%, and prices are now at their lowest level in 2
months.


