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The Fed signalled fewer rate cuts going forward

e US consumer spendingremained solidin November 2024.
o Inflation slowedin November. And growthin labour costs softenedin Q3.
e TheFedcutinterest ratesby 25 basis pointsin December.

Consumer spending remained solid in November

Spending momentum persisted in November2024. US consumers continued to
spend at a robust pace. US private consumption expenditure (PCE) rose by 04%
month-on-month (MoM) in November 2024, following October's 0.3% growth,
suggesting that solid spending momentum carried on in Q4. Personal income
moderated, growing by 0.3% MoM in November after a marked rise of 0.7% in
October. At the same time, the booming US stock market and a resurgence of
housing prices created wealth gains for US households. Along with the support
of a strong labour market, December's spending data should indicate a steady
uptrend, contributing to a continuation of above-trend growth for the economy
as awholein Q4.

Rising credit card delinquency rates warrant closer attention. While househald
financial positionsremain generally sound, certain consumer groups are showing
signs of increasing financial stress. Delinquency rates on credit cards hit 3.23%
in Q3 2024, up steadily from their low of 1.54% in Q3 2021. Moreover, personal
savings rates dipped slightly in November 2024 to 4.4% from 4.5% in October,
and came in below the 12-month average of 4.8%. This decline reflected that
lower-income households were relying on debts to cover their daily expenses,
leaving them more vulnerable to potentialeconomic slowdownsin the future.

Surveys indicated a remarkable pickup in business confidence. Both small
businesses and large corporations witnessed a surge in confidence, likely
boosted by the hopes of more favourable tax and regulatory policies under
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Trump's second presidency. The National Federation of Independent Business
optimism index, a sentiment survey for small business owners, jumped 8 points
to 101.7 in November 2024, while the Business Roundtable CEO Economic
Outlook Index for Q4 2024, a survey that measures expectations of CEOs of
major US companies, rose 12 points to 91. Both indices were above their historical
averages. Thisreflected broad-based and notable improvementsamong the US
private sector, which would support investment to recover further ahead.

Consumer sentiment remained at low levels. The University of Michigan
consumer sentiment index inched up to 74.0 in December 2024 from 71.8 in
November, marking the fifth consecutive month of increases; however, it stil
hovered around low levels. Meanwhile, the Conference Board consumer
confidence index dipped to 104.7 in December 2024 from 112.8 in November.
These readings can be explained by differing views towards future economic
policies, as consumers could be more worried about the impacts of tariffson the
cost of living. And the recent moderation in the labour market could temper
expectations of employment prospects.

PCE inflation in November 2024 came in lower than expected. Headline PCE
inflation rose 2.4% YoYin November 2024, a slightincrease from 2.3%in October,
while core PCE inflation rose by 2.8% YoY in November, the same pace as in
October. However, on a month-on-month (MoM) basis, headline and core PCE
inflation rose by just 0.1% in November, after rising by 0.2% and 0.3%,
respectively, in October. Services prices softened slightly, rising by 3.8% YoY in
November compared to 3.9% in October, and by 0.2% MoM compared to 0.4%.
The report offered some sense of optimism after months of stalling disinflation
progress. Besides, US labour costs softened, with growth in unit labour costs for
Q3 2024 revised down to a 0.8% annualised rate from the previously reported
1.9% pace. Going forward, inflation trends are still subject to significant
uncertainties, given the likely shift in policies after Trump returns to the White
House.

The Fed cut rates for the third consecutive meeting but took a hawkish tilt in
forward guidance. At theDecember 2024 meeting, the Fed cut rates by 25 basis
points (bps), with the federal fundsrate down to a range of 4.25-4.50%, marking
a total of 100 bps in rate cuts in 2024. However, the Fed turned hawkish in its
future pace of easing, signalling a more gradual and cautious approach going
forward. The Fed'slatest Summary of Economic Projections (SEP) hinted at only
two rate cuts in 2025, down from four cuts previously marked in September's
projections. In addition, the median longer-run neutralrate was revised up to
3.0% in December 2024, from 2.875% in September. Regarding its economic
assessment, the Fed's officials expected inflationary pressures to persist, with
the 2% target likely to only be met in 2026. Taken together, the Feddelivereda
message that inflation remained a concern when calibrating monetary policy and
the pace of future rate cuts would be slower after having lowered rates by 100
bps from the peak level of 5.25-5.50%.
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Major US equity indices struggled in December

Major US equity indices faltered in December 2024. After having one of their
best months of the year in November 2024, the S&P 500 and the Dow Jones
declinedby 2.5% and 5.3%, respectively, in December, while the Nasdaqrose by
a meagre 0.5%. Despite this, US equity indices had strongannual performances,
with the S&P 500, the Nasdag, and the Dow Jones up by 23.3%, 28.6%, and 128%
in 2024, respectively. Thiswasled by the continued growth of the US economy,
interest rate cuts by the Fed, and upcoming prospects of tax cuts and
deregulation under Trump's second presidency. Bond yields rose, with 10-year
treasury yieldsrising to 4.572% in December 2024, in the face of a hawkish Fed
and an expected rise of inflationary impacts from Trump's policies. Meanwhile,
the US dollarindex rose by 2.6% to 108.487 in December 2024.

MARKET MONITOR

January

US Equity Indices
150 Index (30/6/2023 = 100)
140
130
120
110
100 'ﬂ‘l“-‘w

90
6/23 12/23 6/24 12/24

S&P500 NASDAQ

Dow Jones

Source: Bloomberg, data as of 31/12/2024



& BEA

Economi Janua

This material is prepared by The Bank of East Asia, Limited ("BEA") for customers'reference only. Thecontentis
based on information available to the public andreasonably believed to be reliable, but has not been independently
verified. Any projectionsandopinions contained herein are expressed solely as general market commentary, and
do not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or
guaranteedreturn in respect of such an offer. The information, forecasts, and opinions contained herein are as of
the date hereofand are subject to change without prior notification, and should not be regarded asany investment
product or market recommendations. This material has not been reviewed by the Securities and Futures
Commission of Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in HongKong.

BEA will update the published research as needed. In addition to certainreports published on a periodic basis,
other reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, expressor implied, is given by or on behalf of BEA, as to the accuracy or
completeness of theinformationand statedreturnscontainedin this material, and no liability isaccepted for any
loss arising, directly or indirectly, fromany use of such information (whether due toinfringements or contracts or
other aspects). Investment involvesrisks. The price of investment products may go up or down, and may become
valueless. Past performanceisnotindicative of future performance. Theinvestments mentionedin this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipientare not considered. Therefore, you should not make any investment decisions
based solely on this material. You should make investmentdecisions based on your own investmentobjectives,
investmentexperience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before making any investment.

Thismaterialisthe property of BEA andis protectedby relevant intellectual property laws. Withoutthe prior
written consentof BEA, the informationherein isnot allowed to be copied, transferred, sold, distributed,
published, broadcast, circulated, modified, or developed commercially, in either electronicor printed forms, nor
through any media platforms thatexist now or are developed later.

For more information, please visitour webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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