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The labor market ended last year on a robust note with the economy creating 256k new jobs in December compared to consensus estimates of 160k. The unemployment rate also ticked lower to 4.1%. The US economy generated over 2.2 million jobs
in 2024 and appears to have momentum heading into the new year. The surprisingly strong employment report pushed Treasury yields higher while dragging equity markets lower opening the door for a more hawkish outlook on monetary policy.
The uncertainty caused by a potential shift in the US trade policy, sticky inflation and deficit worries could hinder the Federal Reserve’s ability for future rate cuts. Markets now anticipate only 30 bps of cuts in 2025 with a first rate cut this year coming
in October, which is a significant shift in expectations from just a few months ago. Chicago Fed President Austin Goolsbee reassured markets that the labor market is not showing signs of overheating after the print and that wage growth is consistent
with 2% inflation. Higher rates pressured small cap stocks causing the Russell 2000 to sell off over 3% for the week offsetting most of their post-election rally. All major indexes have experienced back-to-back weekly declines and are now in negative

territory for the year. Concerns over stretched valuations and market concentrations remain as investors turn their focus to fourth quarter earnings reports as major banks beginning to report next week.
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