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Musings

News from the markets

"Economists are people who are too smart for their own good and not smart
enough for anyone else’s."

The major gauges rallied for the week, led by a tech stock resurgence and a shifting mood on
Wall Street ahead of Trump's inauguration on Monday

Markets turned upbeat as investors celebrated earnings from big banks and fresh inflation
readings that signal the Fed continues to make progress in curbing pricing pressures,
resuscitating bets on interest-rate cuts in the months ahead. The consumer price index
(CPI) rose at an annual rate of 2.9% in December, up from 2.7% the previous month, and in
line with expectations. On a month-to-month basis, the index rose 0.4%.

Housing starts climbed faster than forecast in December, and US industrial production
outstripped estimates. The data added to a picture of strength in the US economy, buoying
rate optimism.

Tesla shares jumped roughly 6% Friday amid speculation that Musk could potentially buy
TikTok, the short-form video app that has amassed a huge following in the US needs to find
an American buyer, or it will effectively face a nationwide ban starting next week.

— Nassim Nicholas Taleb



Tesla's share price has surged around 75% since Election Day. The stock is enjoying a broader
rally in part thanks to Musk's alliance with President-elect Donald Trump, who could
potentially accelerate the EV company's plans to launch a fleet of robotaxis.

Donald Trump and his allies are promising a "blizzard" of activity on Jan. 20, with a wave of
executive orders to be signed within hours of his swearing-in and more likely to follow in the
days afterward.

Since Trump was elected on Nov. 5, the 10-year Treasury yield has risen about 40 basis
points as markets have priced in fewer interest rate cuts from the Federal Reserve amid fears
inflation won't fall quickly to the central bank's 2% target. The yield is at its highest level since
late April 2024 and above levels where strategists believe higher rates weigh on investor's
willingness to buy stocks. Similar increases in rates in April 2024 coincided with some of the
largest stock market declines of the current bull market.

Major European stock markets finished solidly to the upside, extending recent gains amid
optimism over interest rate cuts.

China's economy, an adversary for Trump, grew more than expected last year, topping
Beijing’s 5% target after a stimulus blitz. But Asia stocks lost ground as investors weigh the
potential hit from promised hefty tariffs.

The 10-year note yield has risen ~115 basis points since interest rate cuts began on September
18th. This is the first time this has happened over 11 cutting cycles in the last 40 years. In the
previous 10 cutting cycles, rates dropped by an average of 103 basis points after the first rate
cut.
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Key economic events coming this week

Chart of the Week
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