
While many will debate the 
rationale behind the move …

… the IMF increased its 2024 its GDP 
forecasts higher citing the unexpected 
strength of the US economy and the 
recently announced fiscal support 
measures in China. It now sees global 
growth at 3.1% in 2024, which is 0.2% 
higher than their October forecasts. For 
2025, the IMF is maintaining its prior 
forecast at 3.2%. On a side note, the IMF 
warned the UK against any further tax 
cuts. 

And just to prove the point about the US 
economy, the JOLTS jobs report saw the 
number of job openings surge by 101k to 
reach 9.026 million in December, which 
was well above estimates at 8.75 million. 
Furthermore, US confidence index rose 
for the third straight month in January 
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to 114.8 from December’s 108 while 
the CoreLogic Case-Shiller 20-city home 
price index rose 5.4% in-the-year to 
November to reach a new 12-month high, 
although it was below forecasts at 5.8%.

Heck, there was even some positivity 
from the Eurozone, although positivity 
may be a little strong after Q4 GDP 
stagnated at 0.0%, which saw the Euro-
area unexpectedly avoid a recession 
following Q3’s -0.1% print. Essentially 
firmer growth in Italy and Spain offset the 
contraction in Germany, which shrank 

-0.3%. On the year, Euro-area inflation 
reached 0.1%. We also had a couple of 
ECB Governors speaking, with Gabriel 
Makhlouf announcing, “We should remain 
open-minded about the rate path. With 
disinflation well-underway, we are confident 
of reaching our 2.0% target,” while Joachim 
Nagel confirmed, “Inflation is absolutely 
moving in the right direction.” Boris Vujcic 
suggested the ECB, “may take pauses 
along the way to ensure it doesn’t upset the 
economy.”

And speaking of stagflation, okay, I 
wasn’t, but it is a nice segway, Chinese 
wages are falling fast after the average 
Q4 salary fell 1.3% on the year in the 
countries 38 largest cities, while Japan’s 
unemployment rate fell to 2.4% in 
December from the two previous months 
2.5% prints.

The overnight positivity saw European 
equity markets grind higher although 
profit taking on a couple of the US 
bourses saw a mixed US performance. 
Bond markets were mixed as the US 

2-year yield firmed 6bps to 4.38% while 
the 10-year fell -1bps to reach 4.08%. FX 
markets were flat while oil prices firmed 
after Aramco delayed plans to increase 
crude production from 12m barrels to 
13m barrels per day.

If you managed to stay awake 
for it …

… yesterday’s speech by the RBNZs Chief 
Economist, Paul Conway, supported 
the higher-for-longer narrative after he 
warned, “Private demand in the economy 
has mostly been revised up, with stronger 
consumption and business investment 
than first reported,” before concluding 
that, “Monetary policy is working, with the 
economy slowing and inflation falling. But 
we still have a way to go to get inflation back 
to the target midpoint.” We suspect that 
while the RBNZs November warning of a 
possible H1 2024 rate hike is off the table, 
a fast-paced cutting cycle also remains 
highly unlikely. In Australia, retail sales 
declined by -2.7%, which was well below 
forecasts at -1.0%.

This sounds a little like an each-way bet 
but BlackRock has upgraded its US equity 
outlook to overweight projecting the 
S&P500 rally will continue for a further 6 
to 12-months, although investors should 

“stay nimble” and be “ready to pivot!” 

Morgan Stanley expects a slow rate-
cutting cycle from the Fed as, “Inflation 
is running at a substantially lower rate than 
the Fed Funds rate.”
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