
 

1 

Global Markets Analysis 

INVESTMENT PORTFOLIOS 

MANAGEMENT DIVISION 

 

Global Markets Minesweeper January 5, 2024 

ld

The macroeconomics signal mild activity. The US and the German 10-year 

government bond yields have reacted upwards but may moderate in the mid-

term as the global economy is weakening. 

What the recent macroeconomics indicate? 

In the US, the ISM manufacturing index increased in December, but 

remains at contraction area for 14th consecutive month. Eurozone 

manufacturing PMI increased in December but remains at contraction 

area. In China, the Caixin manufacturing PMI slightly increased in 

December, signaling expansion of the sector. The Caixin services 

PMI also increased, signaling stabilization of economic activity.  

What the recent macroeconomics signal about the policy of the 

Fed and the ECB? 

The drop of US inflation to 3.1% in November from 3.2% in October 

and the milder core inflation (12/23: 4%) in November compared to 

the highest of 2023 (1/23: 5.6%), signal that inflation pressures have 

eased. Furthermore, the estimate of Atlanta Fed for US GDP at an 

annualized quarterly rate of 2.5% shows moderate growth around the 

30-year average. Lower inflation and weaker growth probably 

imply that the Fed will maintain its benchmark rate stable for 

some time, before cutting it probably after March 2024.  

Regarding the ECB, the fact that both the services and the 

manufacturing PMI indexes remain at contraction area probably 

implies that the ECB will lower the benchmark rate. However, some of 

the ECB officials have recently said that rate cuts may not happen in 

early 2024 but probably later in the year.   

How the German and US bond yields ended the year? 

The German 10-year yield has dropped to 2.1% from 3% area in early 

October. The US 10-year yield ended 2023 at the same level (3.88%) 

it had ended 2022, despite that in late October 2023 it was around 5%. 

The drop of government bond yields is consistent with milder 

growth and inflation. It is possible that US bond yields may retrace 

some of the drop which happened from late October until the end of 

December, however it appears that in the mid-term, government bond 

yields may continue lower.  

What does the moderation of bond yields suggest about 

equities? 

The drop of the US 10-year bond yield below 4% at the end of 2023 

from 5% in late October 2023, has supported market sentiment. 

Furthermore, the equity market has been supported by the rise of the 

forward 12-month earnings estimate at historic high.   

The week ahead 

In the US, inflation (11/1) may 

have slightly increased in 

December, while the core 

inflation is expected lower at 

3.8% in December from 4% in 

November. The initial jobless 

claims will be released (11/1).  

Eurozone Sentix investor 

confidence index will be released 

on January 8. The economic 

confidence index for December 

will be announced on January 8 

and the unemployment rate for 

November on January 9. The 

ECB will publish its economic 

bulletin (11/1). It is possible that 

the wording of the ECB will signal 

stable rates for some time, as the 

ECB at its December meeting 

said that a temporary rise of 

inflation is expected. Inflation may 

drop in the mid-term and the ECB 

will probably start cutting rates 

later in the year.    

In Japan, the ECO Watchers 

economic indexes for December 

will be released (12/1). In China, 

inflation for December is 

expected on January 12.  

“Quote of the Week”  

According to the minutes of the 

Fed: “the policy rate is at or near 

its peak for this tightening cycle. 

They said that it would be 

appropriate to maintain restrictive 

stance for some time until 

inflation drops further”.   
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The 10-year bond yields were lower at the end of 2023 compared to the end of 2022.  
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The earnings of the S&P 500 index may have risen on 

year over year basis in the fourth quarter (by at least 

1%-2%). Along with the yearly rise of the earnings in 

the third quarter, it appears that profitability has started 

recovering after a mild earnings recession from the 

fourth quarter of 2022 until the second quarter of 2023. 

In the second half of 2023, the communications sector 

(14.4%), the financials (12.7%) and the technology 

(10.5%) had the highest total return. The 

communications sector has benefited by the rise of its 

earnings 12-month forward estimate at a high since 

November 2021 and the technology sector by the rise 

of its EPS 12-month forward estimate at historic high. 

The financials index has P/E 12-month forward ratio of 

11.5 times, almost at its 10-year average.  

Can a correction be excluded?  

Corrections cannot be excluded as the 5-year total 

return of the S&P 500 index stands significantly above 

(15%) the historic average (9.5%). Mild pullbacks can 

be useful for “buying into the dips” and so as the rise of 

the index does not become excessive and vulnerable 

to more significant retreat.    

In the Eurozone, a mild pull-back of the Stoxx 50 index 

happened at the start of the current year. If the German 

10-year bond yield is maintained mild, the Stoxx 50 

Eurozone index may continue higher in the mid-term. A 

short-term correction cannot be excluded, as its one-

year total return is high (16.4%) and could mean-revert 

via a mild correction. It has P/E 12-month forward ratio 

of 12.3 times compared to its 10-year average of 13.  

What is the sentiment in emerging markets? 

The MSCI emerging markets index recently increased 

at the highest close since August. However, its one-

year total return is lower (6.1%) than that of the 

developed index (21.3%). If the US dollar weakens 

and bond yields moderate, it is possible that the 

emerging index may continue rising in the mid-term, 

as its 12-month forward earnings estimate has 

recovered by almost 5% above the level of June 

2023.  

The MSCI India increased at historic high, in parallel 

with the rise of its earnings 12-month forward 

estimate at historic high. The MSCI China index 

dropped by -17% on year over year basis, as 

economic activity has been week. Its P/E 12-month 

forward ratio can be considered attractive at 9 times. 

If US-China geopolitics do not worsen, it cannot be 

excluded that Chinese equity market may recover.  

In Greece, the ASE index has risen at the highest 

close since late August 2023. Its earnings 12-month 

forward estimate is at almost the highest high since 

mid-2011.  

In fx markets, the EUR/USD dropped on January 3, 

2024 at a low ($1.0893) since mid-December 2023, 

as the reduced appetite for risk-taking in the short 

term does not favour the Euro.  

If US bond yields continue lower in the mid-term 

after the short-term reaction, then the EUR/USD may 

recover towards the resistance area of $1.1150, 

while if US yields retracement mildly higher 

continues for some time, it is possible that the euro 

may be corrective towards the support area of 

$1.0770. The EUR/JPY remains above (¥158.80) its 

200-day average (¥155.50 area), as German bond 

yields have slightly recovered at the start of the 

current year.    

 



 

Global Markets Minesweeper     3 

January 5, 2024 

Global Markets Minesweeper 

Event Risk Calendar, 8 - 12 January 2023 
       

    Monday 8/1         

Date Time Country Event Period Survey Prior  

8/1 09:00 GE Factory Orders (MoM) Nov 1.00% -3.70% 
 

8/1 09:00 GE Trade Balance SA (EUR) Nov 
 

17.7b 
 

8/1 11:30 EC Sentix Investor Confidence Jan -15.5 -16.8  

8/1 12:00 EC Retail Sales (MoM) Nov -0.10% 0.10%  

8/1 12:00 EC Retail Sales (YoY) Nov -1.30% -1.20% 
 

8/1 12:00 EC Consumer Confidence Dec F -15.1 -15.1 
 

8/1 12:00 EC Economic Confidence Dec 94.1 93.8 
 

8/1 18:00 US NY Fed 1Y Inflation Expectations Dec 
 

3.36% 
 

8/1 22:00 US Consumer Credit Nov $9.500b $5.134b 
 

       

Eco Event US Atlanta Fed President Raphael Bostic speaks (19:00) 
 

       

  
Japan markets closed (Coming of age Day) 

 

       

    Tuesday 9/1         

Date Time Country Event Period Survey Prior  

9/1 01:30 JN Tokyo CPI (YoY) Dec 2.50% 2.70% 
 

9/1 01:30 JN Tokyo CPI Ex-Fresh Food (YoY) Dec 2.10% 2.30% 
 

9/1 09:00 GE Industrial Production SA (MoM) Nov 0.00% -0.40% 
 

9/1 12:00 EC Unemployment Rate Nov 6.60% 6.50%  

9/1 13:00 US NFIB Small Business Optimism Dec 90.5 90.6 
 

9/1 15:30 US Trade Balance Nov -$64.8b -$64.3b 
 

       

Eco Event US Vice Chair for supervision Michael Barr speaks (19:00) 
 

       

    Wednesday 10/1         

Date Time Country Event Period Survey Prior  

10/1 01:30 JN Real Cash Earnings (YoY) Nov -2.00% -2.30% 
 

10/1 17:00 US Wholesale Inventories (MoM) Nov F -0.20% -0.20% 
 

       

    Thursday 11/1         

Date Time Country Event Period Survey Prior  

11/1 07:00 JN Leading Index CI Nov P 107.9 108.9 
 

11/1 07:00 JN Coincident Index Nov P 114.5 115.9 
 

11/1 15:30 US CPI (MoM) Dec 0.20% 0.10%  

11/1 15:30 US CPI Ex Food and Energy (MoM) Dec 0.20% 0.30%  

11/1 15:30 US CPI (YoY) Dec 3.30% 3.10%  

11/1 15:30 US CPI Ex Food and Energy (YoY) Dec 3.80% 4.00%  

11/1 15:30 US Initial Jobless Claims 6-Jan 
 

202k 
 

11/1 15:30 US Real Avg Weekly Earnings (YoY) Dec 
 

0.50% 
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11/1 21:00 US Monthly Budget Statement Dec 
 

-$314.0b 
 

       

Eco Event EC ECB publishes economic bulletin (11:00) 
 

       

    Friday 12/1         

Date Time Country Event Period Survey Prior  

12/1 01:50 JN BoP Current Account Adjusted Nov ¥2177.0b ¥2621.7b 
 

12/1 01:50 JN Trade Balance BoP Basis Nov -¥533.0b -¥472.8b 
 

12/1 03:30 CH CPI (YoY) Dec -0.40% -0.50%  

12/1 03:30 CH PPI (YoY) Dec -2.60% -3.00%  

12/1 07:00 JN Eco Watchers Survey Current  Dec 49.8 49.5 
 

12/1 07:00 JN Eco Watchers Survey Outlook  Dec 49.5 49.4 
 

12/1 09:00 UK Monthly GDP (3M/3M) Nov 
 

0.00% 
 

12/1 09:00 UK Trade Balance GBP/Mn Nov 
 

-£4480m 
 

12/1 15:30 US PPI Final Demand (MoM) Dec 0.20% 0.00%  

12/1 15:30 US PPI Ex Food and Energy (MoM) Dec 0.20% 0.00% 
 

12/1 15:30 US PPI Final Demand (YoY) Dec 1.40% 0.90%  

12/1 15:30 US PPI Ex Food and Energy (YoY) Dec 2.00% 2.00% 
 

       

Eco Event US Fed Minneapolis President N. Kashkari speaks (17:00) 
 

       

Corp. 
Results 

US JPMorgan, Bank of America, Citigroup, Blackrock, UnitedHealth  
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