January 7, 2025

Special points of
interest:

o Equity indices like the
S&P500 and DJIA fell
in the month as bond
yields rose precipi-
tously.

o Consumer sentiment

unexpectedly declined,

according to the Con-
ference Board.

o We are entering 2025

with a stronger domes-
tic economy than many

expected a year ago.

o Fed-driven volatility
will likely remain high
in 2025, especially in
the first half, but this

could create opportuni-

ties for long-term in-
vestors.
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The Markets in December 2024

Where did you go, Santa Claus
Rally? Investors expecting sweet
treats in their portfolio’s stockings
at the end of the year were likely
disappointed that Saint Nick
didn’t show up for them as he has
done in years past. Instead of
Christmas cheer, equity and fixed
income markets alike generally
took a step back in the month,

especially in its last few days
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A Look Ahead

No question, we are entering
2025 with a stronger domestic
economy than many expected a
year ago. Not only has our GDP
grown faster than forecast—3rd
quarter GDP growth was recently
reported as 3.1% vs. 2.8% in
economist estimates—but business
optimism has also been rising to
offset increasing consumer wari-
ness. At the same time, it’s impor-

tant to remember that stock and

which marked the longest year-
end decline since 1966. For De-
cember as a whole, the S&P 500
index lost 2.5% while the Dow
Jones Industrial Average fell
5.3%. The Russell 200 index of
smaller companies dropped 8.4%.
Refreshingly, the Nasdaq bucked
this broader trend by rising 0.5%.

On the fixed income side, the
yield on the 10-year Treasury
Note rose precipitously from
4.178% at November’s end to
4.573% by the end of the year as
the Fed’s forecast of fewer future
rate cuts and lingering inflation

concerns spooked bond investors.

Will the Fed Disappoint Again?
The futures market got the outlook for US interest rates wrong both last
year and the year before. Will 2025 come good?
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bond market results often deviate
from underlying economic condi-
tions, especially in the short run.
For instance, 2024’s market re-
sults were largely driven by a small

number of large-cap technology

Commodities including gold and
oil were mixed for the month,
though, with gold prices down
1% while oil prices rose 5.5%.
Perhaps because of these confus-
ing results, the Conference
Board’s index of consumer senti-
ment unexpectedly dropped in
the month as well. Will a more

cautious tone prevail in 20257
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IT STOPPED
GOING UP.
WHAT DO You

THINK THAT
MEANS?

The year-end party in equity mar-
kets generally stalled in Decem-

ber, reflecting more caution
among investors looking to 2025.

HEDGEYE

names even as earnings growth
delivered across multiple sectors.
Further, 2025’s market returns
may be driven by the Fed’s ac-
tions much as 2024 was, and the
Fed disappointed many investors
last year. I expect Fed-driven vola-
tility to remain high in 2025,
especially in the first half. Result-
ing short-term market pull-backs
may represent good opportunities

for longterm investors, though.
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Disclaimers:

This publication has been prepared by Marco Rimassa, CFP®, CRPC®, CFA. The author certifies that
the views expressed in this publication reflect the author’s current personal views about the investments
or market/economic conditions described in this report. The author also certifies that there has not been,
is not, and will not be direct or indirect compensation from any of the sources or investments described in
this publication for expressing the specific recommendation(s) and view(s) in this publication.

This publication does not constitute an offer or solicitation of any transaction in any securities referred to
herein. Any recommendation contained in this report may not be suitable for all investors. Although the
information contained herein has been obtained from recognized services, issuer reports or
communications, or other services and sources believed to be reliable, its accuracy or completeness
cannot be guaranteed. Any opinions, estimates, or projections expressed herein may assume economic,
industry, and political conditions and/or current conditions at the time of issuance, which are subject to
change. Any quoted price or value is as of the last trading session unless otherwise noted.

This information is being furnished to you for informational purposes only, and on the condition that it
will not form a primary basis for any investment decision. Investors must make their own determination
of the appropriateness of an investment in any securities referred to herein based on the legal, tax, and
accounting considerations applicable to such investors and their investing strategy. By virtue of this
publication, neither the author nor any owners, employees, or affiliated personnel shall be responsible for
any investment decisions based upon any of the information included herein.



