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U.S. equities digested the final inflation data for 2024 with the release of the Producer Price Index (PPI) and Consumer Price Index (CPI). PPI rose less than expected in December with a monthly increase of 0.2% and the annual rate totaling 3.3% for the full
year. Similarly, the annual rate of core CPI came in at 3.2%, modestly lower than the 3.3% expected and down from the prior month. Markets interpreted the lower-than-expected inflation readings as favorable sending U.S. equities soaring with the Dow Jones,
S&P 500, and Nasdaq jumping 1.6%, 1.8%, and 2.5%, respectively on Wednesday. Coinciding with the rise in equities, Treasury yields pulled back significantly with the 10-Year yield falling by .13% bps to 4.653%. Adding to the positive sentiment, U.S. banks began
to report earnings this week with JPMorgan (JPM), Bank of America (BAC), and Morgan Stanley (MS) topping earnings expectations and showcasing a stellar year regardless of the restrictive interest rate environment. The labor market remains healthy with
Nonfarm Payrolls increasing by 256,000 jobs in December, continuing jobless claims decreasing by 18,000 to 1.859 million, and the unemployment rate falling to 4.1%. In return, retail sales for the month of December increased by 0.4% on the heels of strong
demand for motor vehicles and other household goods. Analysts are optimistic over the aforementioned economic data, but the strong demand among consumers further reinforces the Federal Reserve’s cautious approach to cutting interest rates this year. The
probability of an interest rate cut in January remains unlikely and markets are now forecasting only one cut from the Federal Reserve over the course of this year. The S&P 500 and Dow finished the week up +2.9% and +3.7%, respectively, the largest weekly
advance since the presidential election in November.
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