Global Markets Slip as Inflation and
Job Data Stoke Economic Slowdown

Fears and Uncertainty Over Fed
Policies Taking Wall Street Down.
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The US and European stock markets ended the week with losses, except for the Nasdag Composite,
which closed with gains today and for the week. In contrast, all the other indexes closed with losses,
with the Dow Jones down -1.82%, S&P 500 -0.64%, the Birling Puerto Rico Stock Index -2.02%, the Birling
US Bank Index -0.76%, and the Nasdag Composite up 0.34%. It appears that the combination of
Inflation data and recent economic data, including a rise of 7.56% in initial unemployment claims
applications and a higher-than-expected Producer Price Index of 13.30%, has sparked concerns
about a potential slowdown in economic growth and raised questions about the overall health of
the US economy. Compounding these worries is the uncertainty surrounding Federal Reserve policies.
While many investors anticipate a rate cut next week, mixed economic signals have created
ambiguity about the timing, size, and scope of such adjustments. This uncertainty has heightened
market volatility as investors navigate the delicate balance between inflationary pressures and
potential economic deceleration.

Meanwhile, Treasury yields remain elevated, with the 10-year yield closing at 4.40%, a 21.21%
increase from its September 17 low of 3.63%. This upward momentum in equities reflects robust US
economic data and expectations of a less aggressive Federal Reserve rate-cutting cycle in 2025.

Resilience Defines US Economic Growth in 2024

The US economy has demonstrated remarkable resilience in recent years, and 2024 has contfinued
this frend. Quarterly GDP growth rates have averaged an annualized 2.5%, with fourth-quarter growth
projected to exceed this figure. The Federal Reserve's GDP-Now model forecasts fourth-quarter
growth of 3.3%, the most muscular projection since the quarter began.

Consumer spending constitutes about 70% of GDP and remains a critical driver of this economic
performance. Despite challenges such as persistently high inflation and rising interest rates,
consumption—particularly in services like leisure, hospitality, travel, and dining—has shown resilience.
Positive real wage growth has been key, with wages outpacing inflation since 2023. This trend has
bolstered consumer confidence and spending, a dynamic expected to persist into 2025 as inflation
moderates further, potentially stabilizing within the 2%-3% range.

Opportunities Amid Uncertainty in 2025

Looking ahead to 2025, the US economy and markets will likely encounter fresh challenges.
Uncertainty around potential policy shifts from a new White House administration, including changes
to tariffs and immigration, could impact consumer confidence, inflation, and overall economic
growth. Additionally, frade conflicts may intfroduce market volatility. However, the most extreme
policy scenarios are unlikely, and any economic disruptions will likely be contained.

Given this backdrop, market pullbacks can serve as strategic opportunities for investors. Investors
should consider short-duration bonds and cash-equivalent instruments in the bond market, avoiding
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an over-reliance on cash holdings. With expectations of declining yields in 2025, excess cash can be
gradually allocated to equities and bonds to optimize portfolio returns. This balanced approach
positions investors to navigate market uncertainty while capitalizing on opportunities in a growing
economy.

Key Economic Data:

US Export Prices YoY: rose to 0.81%, compared to 0.07% last month.

US Import Prices YoY: rose to 1.29%, compared to 0.64% last month.

Canada Manufacturing Shipments: rose to 70.78 billion, up from 69.32 billion, increasing 2.10%.
Canada Wholesale Sales MoM: rose to 3.27%, compared to -2.30% last month.

Eurozone Industrial Production Index YoY: fell by -2.80%, compared to -0.10% last month.
Germany Trade Balance: fell to 17.00 billion, down from 22.50 billion, decreasing -24.44%.
Germany Exports MoM: fell by -2.80%, compared to -1.80% last month.

UK Industrial Production Index YoY: is at -0.70%, compared to -1.80% last month.

Eurozone Summary:

e Stoxx 600: Closed at 516.45, down 2.75 points or 0.53%.
e FTSE 100: Closed at 8,300.33, down 11.43 points or 0.14%.
¢ DAXIndex: Closed at 20,405.92, down 20.5 points or 0.10%.

Wall Street Summary:

Dow Jones Industrial Average: closed at 43,828.06, down 86.06 points or 0.20%.

S&P 500: closed at 6,051.09, down 0.16 points or 0.00%.

Nasdaq Composite: closed at 19,926.72, up 23.88 points or 0.12%.

Birling Capital Puerto Rico Stock Index: closed at 3,782.45, down 35.52 points or 0.93%.
Birling Capital US Bank Stocks Index: closed at 6,400.88, down 27.59 points or 0.43%.
US Treasury 10-year note: closed 4.40%.

US Treasury 2-year note: closed 4.25%.
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Wishing you a joyful holiday
season and a prosperous 2025.
Thank you for your support,
trust, and partnership. We look
forward to continued success
together in the year ahead.

Warm regards,

Francisco Rodriguez-Castro
President & CEO

www.birlingcapital.com
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