The Fed Raises Rates by 25 basis

points, U.S. Recession Probability rose to
47.31%, and Wall Street closed higher.

February 1, 2023

by Francisco Rodriguez-Castro
frc@birlingcapital.com

The U.S. & European stock markets closed with asymmetrical results, as investors expected the Federal
Reserve Banks' determination to increase rates by 25 basis points instead of the 50 basis points it had
elected to do during past FOMC meetings.

As the Fed announced the latest interest rate increase of 25 basis points, Wall Street, trading in
negative territory, changed course following the announcement, and the market closed up.

However, the Fed made two critical statements that interest rate increases would continue during
2023 to restrain activity enough to allow inflation to decrease to its target of 2%. The FOMC stated
that they do not envision rate drops during 2023. The latest rate increase brings the federal funds rate
to between 4.5% and 4.75%, the highest level in 16 years.

In Europe, the good news was that inflation fell more than expected to 8.5% from 9.2%, decreasing
much more than expected; while positive, it's still 325%, apart from the 2% ECB rate.

Corporate Earnings Parade:

¢ Peloton Interactive Inc (PTON): reported its second quarter 2023 earnings with revenues of
$792.7 million, down 30%, and a net loss of $335.4 million, up 24%, which beat estimates.
Peloton increased its connected subscriptions by 10% to 3.033 million. The stock closed at
$16.37, up $3.44 or 26.60%. The Stock Price Target was $12.65, and the investors surpassed it.

Key Economic Data:

¢ U.S. Job Openings: Total Nonfarm: rose to 11.01 million, up from 10.44 million last month,
increasing 5.48%.

e ADP Employment Change: fell to 106,000, down from 253,000 last month, decreasing -58.10%.

e U.S. ISM Manufacturing PMI: fell to 47.40, down from 48.40 last month, declining -2.07%.

¢ U.S. ISM Manufacturing New Orders Index: fell to 42.50, down from 45.10 last month, dropping
to -5.76%.

¢ U.S. Recession Probability: rose to 47.31%, compared to 38.06% last month.

Puerto Rico COVID-19 Update February 1:

Daily Cases: 160

Positivity Rate: 17.49%
Hospitalizations: 152

Deaths: 6

Source P.R. Department of Health.
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Eurozone Summary for February 1:

o Stoxx 600 closed at 452.83, down 0.38 points or 0.084%.
e FTSE 100 closed at 7,761.11, down 10.59 points or 0.14%.
e DaxIndex closed at 15,180.74, up 52.47 points or 0.35%.

Wall Street Summary for February 1:

Dow Jones Industrial Average closed at 34,092.96, up 6.92 points or 0.02%.

S&P 500 closed at 4,119.21, up 42.61 points or 1.05%.

Nasdaqg Composite closed at 11,816.22, up 231.77 points or 2.00%.

Birling Capital Puerto Rico Stock index closed at 2,684.87, up 70.04 points or 2.68%.
U.S. Treasury 10-year note closed at 3.39%.

U.S. Treasury 2-year note closed at 4.09%.
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Wall Street YTD Returns
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Global Market Square © es una publicacién preparada por Birling Capital LLC y resume los recientes desarrollos geopoliticos, econdmicos,
de mercado y ofros que pueden ser de interés para los clientes de Birling Capital LLC. Este informe estd destinado Unicamente a fines de
informacidén general, no es un resumen completo de los asuntos a los que se hace referencia y no representa asesoramiento de inversién,
legal, regulatorio o fiscal. Se advierte a los destinatarios de este informe que busquen un abogado profesional adecuado con respecto a
cualquiera de los asuntos discutidos en este informe teniendo en cuenta la situacién de los destinatarios. Birling Capital no se compromete
a mantener a los destinatarios de este informe informados sobre la evolucién futura o los cambios en cualquiera de los asuntos discutidos
en este informe. Birling Capital. El simbolo de registro y Birling Capital se encuentran entre las marcas registradas de Birling Capital. Todos
los derechos reservados.
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