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Market Monitor — United States

e TheUSeconomy grewby 2.8%in 2024, driven by robust consumer spending.
e Trump instituted sweeping changes immediately after taking office, from

government restructuring to international cooperation, immigration and trade.

e The US Federal Reserve held rates steady in January, while signalling more
disinflation progressis needed to consider further policy easing.

The US economy experienced strong growth in 2024

US economic growth in Q4 eased slightly but remained robust. Advanced
estimatesindicated that USreal GDP grew by a seasonally adjusted annualrate
(SAAR) of 2.3% in Q4, down from 3.1% in Q3. On a year-on-year (YoY) basis, US
real GDPin Q4 grew by 2.5% after growing by 3.1% in Q3. Among the major
components, growth in Q4 was driven by consumer spending, particularly on
durable goods. Personal consumption expenditures (PCE) accelerated to a
growth of 4.2% SAARIn Q4 from 3.7% in Q3. Investment became a headwind to
growth in Q4, declining by 5.6% SAAR compared to a 0.8% growth in Q3.
Government expenditures slowed to a growth of 2.5% SAAR in Q4 from 5.1% in
Q3. Net exportsremainedroughly balancedin Q4, with exports and imports both
decreasing by 0.8% SAARIn Q4.

For 2024 as a whole, US real GDP grew strongly by 2.8%, following a strong
growth of 2.9% in 2023. Growth in 2024 was driven by strong consumer
spending, which grewby 2.8%, and accelerating investment, which grew by 4.0%.
Government spending remained solid, although it softened from 3.9% growth in
2023 to 3.4% in 2024, while net exports were a drag on growth in 2024. Looking
ahead to 2025, the US economy is expected to continue to grow, albeit at a
relatively uncertain pace, given the stillelevatedinterestratesand the uncertain
effectsof Trump's policies.
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Trump has rapidly kicked off his policy agenda. Since his inauguration on 21
January 2025, US President Trump has implemented sweeping changes.
According to the Federal Register, Trump had signed 45 executive orders (EOs)
asof 5" February 2025, the most in the first 100 days of a presidency since Harry
Truman's presidency, even though he has been in office for less than 3 weeks
Key policy actions included withdrawing the US from the Paris climate accord
and the World Health Organisation; initiating plans to terminate USAID; ending
federal diversity, equity, and inclusion programmes; establishing the Department
of Government Efficiency; replacing many of Biden's climate-related EOs with
new policies to encourageoil and gas production; and declaring a national border
emergency, among others. These changes would have significant implications
for government spending, the regulatory environment as well as various
international cooperation programmes.

Trump also began to use tariff measures to address the flow of illicit drugs. First,
President Trump announced 25% tariffs on imports from Canada and Mexico,
which were later postponed by 30 days after having negotiations with both
countries. Soon after, 10% additional tariffs were imposed on all Chinese imports.
In response, China levied 10-15% tariffs on certain energy products and farm
equipment from the US; initiated an anti-monopoly investigation into Google;
tightened export control of essential metals and added several US companies to
a list for potential sanctions. The tariffs have been justified on the grounds of
combating the influx of fentanyl, other drugs, and illegal immigrants. Earlier on,
US President Trump ordered an investigation into the causes of the US's large
and persistent annual trade deficits in goods, as well as the economic and
national security implications and risks resulting from such deficits, and
recommended appropriate measures. It remains to be seen if further tariff
measures will be introduced after the conclusion of such investigations.

Inflation edged up slightly

PCE inflation picked up in December. Headline PCE inflation picked up from 24%
YoY and 0.1% month-on-month (MoM) in November to 2.6% and 0.3% in
December, respectively. Core PCE inflation remained at 2.8% YoY in December,
holding steady for the third consecutive month, while edging up by 0.2% MoM in
December, a slight bump from November's 0.1% increase. These readings
indicated slow disinflation progress in recent months, with rising worries over
persistent inflationary pressure.

The Fed decided to hold rates unchanged. At its January meeting, the Federal
Open Market Committee (FOMC) voted unanimously to hold the federal funds
rate at a target range of 4.25-4.50%. In the post-meeting press conference, Fed
Chairman Jerome Powell signalled that the Fed is not in a hurry to cut rates
further, andthey need to see more disinflation progress before doing so. Overall,
the meeting highlighted thatthe Fedis currently taking a wait-and-see approach.
We expect that the Fedislikely tocut ratesagain in mid-2025.
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US manufacturing activity picked up while services activity softenedin January.
Both the Institute of Supply Management (ISM) and S&P Global manufacturing
PMIs increased to 50.9 and 51.2, respectively, up from expansionary levels in
December. Notably, the ISM's manufacturing PMI reached expansionary territory
for the first time in 26 months, a welcome sign for the Trump administration’s
goal to revitalise domestic manufacturing. Services activity, while experiencing a
slowdown, continued to expand, with the ISM and S&P Global services PMIs at
52.8 and52.9, respectively.

Major US equity indices rose in January. After declining in December, the S&P
500 and Dow Jones Industrial Average rose by 2.7% and 4.7% in January 2025,
respectively. The Nasdaq rose 1.6% in January after only rising by 0.5% in
December. However, the release of DeepSeek's Al model led to a rapid sell-off in
Al-related stocksinthe US. Notably, Nvidiadropped sharply by 17% in a single day
on 27" January, erasing around USD 600 billion in market capitalisation.
Meanwhile, 10-year treasury yields fell to 4.541% in January, and the US dollar
indexremained roughly steady, declining by a marginal 0.1% t0108.370 in January.
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This material is prepared by The Bank of East Asia, Limited ("BEA") for customers'referenceonly. Thecontentis
based on information available to the public and reasonably believed to be reliable, but has not been independently
verified. Any projectionsandopinions containedherein 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 Hong Kong.

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 performanceisnot indicative of future performance. The investments mentionedin this material
may not be suitable for allinvestors, 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 investment decisions 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 protected by relevant intellectual property laws. Withoutthe prior
written consentof BEA, theinformationherein 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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