
Merry New Year…
… and all the best for 2025 … but first of 
all …. where did my vacation go? It seems 
like it was only yesterday when we broke 
up for Christmas and now, according 
to the calendar, it’s already the 13th of 
January! While I was off, I managed to eat 
a lot, drink even more, and as a result, the 
suit feels a little ‘tight’ this morning! I also 
managed to spend some time sailing, and 
a big shout out to K1 and K2 for the time 
on the boat, it’s good to know that I’ve 
been upgraded from ‘Tom the Cabin Boy’ 
to ‘Willy’. Another 20-years of this and I’ll 
be ‘Captain Pugwash’!   

The summer reading was also a challenge, 
ranging from Margaret Thatcher’s 

‘Downing Street Diaries’ (a real struggle 
with lots of acronyms) to Argentine 
President, Javier Milei’s economic 
policies (different, but interesting), to 
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James Blunt’s ‘Loosely based on a made 
up story’ (a brilliant read … and I’ll never 
look at a trumpet the same way again). 
Oh well … back to the day job to pay for 
it all! 

If it’s your first week back in the 
office …

… strap yourself in for some fireworks! 
Friday’s December non-farm payrolls 
saw the US economy add 256k jobs, 
which was way above November’s 212k 
and market expectations at 160k. This 
saw the unemployment rate ease back 
from 4.2% to 4.1%, with annual wage 
inflation falling from 4.2% to 4.1%! 

The University of Michigan consumer 
sentiment index fell from 74.0 to 
73.2 with the expectations sub-index 
dropping to 70.2 from 73.3, the current 
conditions gauge increasing to 73.2 
from 74.0, with the long-term inflation 
expectations jumping to its highest level 
since 2008.

The strong labour report makes it less 
likely that the Federal Reserve will lower 
interest rates at its meeting later this 
month, with the market now only pricing 
in a full 25bps rate cut by September this 
year! This saw US treasury yields gap 
higher with the 2-years surging 12bps to 
4.39%, while the 10-years gained 8bps 
to reach a 14-month high to close at 
4.77%, after peaking at 4.79% during the 
session. The USD jumped to its highest 
since July against the JPY, before pulling 
back during the session, although it held 
on to its gains against the EUR to be at 
the 1.0250 level, which will heighten 

talk of parity. The NZD and AUD fell to 
their lowest levels against the USD since 
October 2022. 

Equity markets were a sea of red with 
the US bourses down 1.6%, oil prices 
jumped 3.6% after the US imposed 
further sanctions against the Russian oil 
industry, while gold prices rebounded as 
uncertainty surrounding the incoming 
Trump administration’s policies lifted its 
safe-haven appeal.

The week ahead!
After Friday’s payrolls release, this 
week’s focus will be on the US CPI and 
PPI reports for insights into the Fed’s 
directional bias, while we also have 
retail sales, industrial production, the 
Philadelphia Fed manufacturing and 
NY empire state manufacturing index’s, 
export and import prices, NFIB business 
optimism, and consumer inflation 
expectations. In addition, it’s also the 
start of the US Q4 reporting season. 

Looking further afield, it’s also going 
to be a busy week in China with Q4 
GDP, December import and export 
numbers, industrial production, and 
retail sales. The UK will provide updates 
on inflation, monthly GDP, and retail 
sales, while the ECB will publish the 
minutes from its most recent meeting 
with the final December inflation and 
industrial production numbers also due. 
Germany will also release its 2024 GDP 
numbers. Finally, Australia will update 
its employment data, which are a key 
piece of the puzzle to when the RBA will 
initiate its cutting cycle.
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