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The US and European stock markets closed with mixed results on Friday, and the GDPNow for the
fourth quarter is at 2.60%, decreasing 16.13%, down from 3.10%, creating a weaker-than-expected
economic scenario.

Manufacturing Activity Surprises to the Upside:

The Institute for Supply Management (ISM) Manufacturing Purchasing Managers' Index (PMI) rose to
49.3 in December, beating expectations and improving from November's reading of 48.4. Although
still below the 50.0 threshold that indicates expansion, the index shows a gradual recovery from
October’s low of 46.5. The improving trend signals a stabilization in manufacturing activity.

Additionally, the services PMI—covering the bulk of the economy—remains in expansion territory,
reinforcing the narrative of resilient economic growth and a potential soft landing.

Bond Yields Continue to Climb:

The yield on the 10-year US Treasury note rose to 4.60%, extending the upward trend seen in recent
months. Since September’s low, yields have increased by approximately 90 basis points as bond
markets and the Federal Reserve have adjusted expectations for interest rate cuts. Current market
projections anficipate only one additional rate cut in 2025, reflecting slower disinflation and a resilient
labor market.

With the federal funds rate near 4.5% and core personal consumption expenditures (PCE) inflation at
approximately 2.8%, there is room for monetary policy to fransition to a less restrictive stance. A target
range of 3.5% to 4% for the federal funds rate could strike a balance, potentially easing borrowing
costs for businesses and consumers. Such a shift would likely support economic growth by stimulating
spending and investment.

GDPNow Update:

e The GDPNow for the fourth quarter was updated on January 2, 2025, and fell to 2.60% GDP, a
16.13% decrease.

Key Economic Data:

¢ Natural Gas Storage Change: fell to -93.00 billion, up from -125.00 billion last week.
¢ Germany Unemployment Rate: rose to 6.00%, compared to 5.90% last month.
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Eurozone Summary:

Stoxx 600: Closed at 508.19, down 2.48 points or 0.49%.
FTSE 100: Closed at 8,223.98, down 36.11 points or 0.44%.
DAX Index: Closed at 19,906.08, down 118.58 or 0.59%.

Wall Street Summary:

©

Dow Jones Industrial Average: closed at 42,544.22, down 29.51 points or 0.07%.

S&P 500: closed at 5,942.47, up 73.92 points or 1.26%.

Nasdaq Composite: closed at 19,621.48, up 340.88 points or 1.77%.

Birling Capital Puerto Rico Stock Index: closed at 3,598.01, down 40.45 points or 1.11%.
Birling Capital US Bank Stocks Index: closed at 6,264.87, down 1.60 points or 0.03%.

US Treasury 10-year note: closed at 4.60%

US Treasury 2-year note: closed at 4.28%.
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