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New President, new tariffs

* As widely anticipated, President Trump plans to
impose 25% tariffs on Mexico and Canada by
February 1, citing concerns over undocumented
migrants and drugs entering the US

« Trump's tariffs would affect $1.8 trillion in goods
and services trade. The tariffs would have a
significant impact on the US auto industry,
potentially boosting average new-car prices by
$3,000, and could also affect trade with China

* Both Canada and Mexico said they'd retaliate
against the U.S. if Trump slaps tariffs on them

» The dollar opened lower before surging when he
threatened to impose the new tariffs, while the
Canadian dollar and Mexican peso both tumbled

* Trump also indicated he was still considering a
universal tariff on all foreign imports to the U.S.
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US CPI - Relief at Last

US consumer prices rose less than forecast in
December - restarting conversation that progress on
inflation has resumed

e Core CPI increased 0.2% (vs. estimates of 0.3%)
after rising 0.3% for four consecutive months — first
stepdown in six months

* CPI print looks consistent with a continued, if slow,
disinflation and very gradual soft landing for the
US economy

* The report led economists to reconsider once again
the possibility of a March rate cut — yields dropped,
equities rose and dollar weakened on the news

* Next up on the macroeconomic agenda are PMI data
for both Europe and the US that will be released on
Friday
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US Q4 Earnings Preview

For Q4 2024, the estimated earnings growth rate for
the S&P 500 is 11.5% y/y. If 11.5% is the actual
growth rate for the quarter, it will mark the highest
earnings growth rate reported since Q4 2021

Early results have brought some high-profile beats
and misses. Shares of big US banks
all gained following better-than-expected reports,
while drug maker Eli Lilly & Co. tumbled after
an underwhelming revenue forecast

Sector (BICS) Reported Sales Surprise Earnings Surprise
11) All Securities 42 /500 — 1.51% 9.69%
12 > Materials 0/28
13) > Industrials 6/72 —— 0.23% 2.71%
14 > Consumer Staples 6 /38 — 2.06% 7.12%
15) > Energy 1/24 1.13% 2.20%
16) > Technology 5/64 — ]85% 1.77%
17) > Consumer Discretionary 6 /50 0.75% 9.34%
18) > Communications. 0/24
19 > Financials 17 /77 — 2.95% 14.18%
20 > Health Care 1/61 -0.86% 1.50%
1) > Utilities 0/31
1) > Real Estate 0/31

Source: Bloomberg
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BoJ - Hike Expected Amidst Caution

Bank of Japan is expected to raise rates by 25bp on
Friday bringing policy rate to 0.50% - so far there have
been two hikes in the cycle with the last one in July
2024 disrupting strongly financial markets

Strong evidence that inflation momentum has been
strengthening once again since the middle of last
year against a backdrop of continuing yen
depreciation and rising labor costs

90% of analysts surveyed by Bloomberg believe that
economic conditions warrant a hike

The tone of Governor Ueda’'s post-meeting
conference will likely not be hawkish with the
objective to signal to the market that policy rate
normalization will remain gradual
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Disclaimer

The information, products, data, services and instruments contained or
described in this publication are for information purposes only and
constitute neither an advertisement or recommendation nor an offer or
solicitation to buy or sell any product.

The financial products described in this publication are not suitable for all
investors. The information contained in this publication does not represent
any financial, legal, tax and/or other recommendations. Any investment or
other decision should not be made solely on the basis of this document.
Before making any investment decision, it is recommended that you seek a
thorough examination of your situation and the advice of a qualified
specialist.

Although the information contained in this document has been compiled
by PKB on the basis of or with reference to sources, materials and systems
believed to be reliable and accurate, PKB does not guarantee its currency,
accuracy or completeness.

PKB accepts no liability, to the fullest extent permitted by applicable laws
and/or regulations, for loss or damage of any kind arising directly or
indirectly from the content, accuracy, completeness or otherwise of the
content or any third party content referred to in this publication.

The analyses and forecasts contained in this publication are based on
assumptions, estimates and hypothetical models which may prove to be
incorrect and therefore lead to substantially different results.
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