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In Summary

The Santa Claus rally is underway after the Federal Reserve allows the market’s interest rate pivot to continue

Despite pushback from some Federal Reserve speakers, markets expect the first US cut during Q1 2024

Meanwhile, the Bank of Japan may only now exit its negative interest rate policy this week

After the Federal Reserve endorsed the market’s dovish pivot of 
US interest rate policy, risk appetite received a significant boost. 
By the end of the week, the US bond market implied 141bps of 
interest rate cuts by the end of 2024 and an over three-quarter 
chance that the first cut would take place by March. Bonds 
rallied against this backdrop with both the 2-year and 10-year 
yields down c. 0.3% on the week, this marks the best week for US 
Treasuries since the extreme market volatility of March 2020. 
Equities also performed strongly with the US leading the way 
with a seventh consecutive weekly advance.

Despite the Fed meeting sounding relatively dovish, Fed 
speakers on Friday were keen to push back against the growing 
consensus around a Q1 2024 first cut. President Williams said 
that the Fed ‘aren’t really talking about rate cuts’ yet and that 
March felt ‘premature.’ President Bostic struck a similar tone, 
saying that he wasn’t ‘really feeling that this is an imminent 
thing.’ Bostic suggested that the Fed may only start cutting 
interest rates from Q3, offering a counterweight to the strong 
bond market rally of last week. By the end of Friday the market 
had reduced the quantum of cuts expected in 2024 by 8bps.

The central bank focus will continue this week even as 
we approach the Christmas period. There has been much 
speculation as to whether the Bank of Japan’s negative 
interest rate policy would be ending at this meeting, with the 
market apportioning a rough 50:50 chance of that outcome. 
Reports have suggested that the Bank of Japan may hold off an 
announcement this week but strongly signal the move as ‘live’ 
for January’s meeting.

Whether the policy comes to an end at this meeting or next 
meeting is an aside to the remarkable fact that the US has gone 
through a full rate hiking cycle but that the disinflationary forces 
in Japan have been so powerful that only now is a positive 
interest rate on the cards.
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Economic indicators (week beginning 11 December 2023)

Day Data Release Consensus Prior Actual

Monday
Japan PPI YoY Nov
Australia Westpac Consumer Conf SA MoM Dec

0.1%
--

0.8%
-2.6%

0.3%
2.7%

Tuesday

United States CPI MoM Nov
Germany ZEW Survey Expectations Dec
United States CPI YoY Nov
Germany ZEW Survey Current Situation Dec
United Kingdom Jobless Claims Change Nov
Japan Tankan Large Mfg Index 4Q
Japan Tankan Large All Industry Capex 4Q
Japan Tankan Large Mfg Outlook 4Q
United Kingdom Claimant Count Rate Nov
Japan Tankan Large Non-Mfg Index 4Q

0.0%
8.0

3.1%
-76.0

--
10

12.7%
9
--

27

0.0%
9.8

3.2%
-79.8
17.8k

9
13.6%

10
4.0%

27

0.1%
12.8
3.1%
-77.1

16.0k
12

13.5%
8

4.0%
30

Wednesday
United States FOMC Rate Decision (Upper Bound) 41609
United Kingdom Manufacturing Production MoM Oct
United States PPI Final Demand MoM Nov

5.50%
0.0%
0.0%

5.50%
0.1%

-0.5%

5.50%
-1.1%

0.0%

Thursday

Japan Industrial Production MoM Oct F
United Kingdom Bank of England Bank Rate 41974
United States Initial Jobless Claims 40148
Australia Unemployment Rate Nov
Australia Employment Change Nov
United States Retail Sales Advance MoM Nov
Australia Participation Rate Nov

--
5.25%
221k
3.8%
11.5k
-0.1%

66.9%

1.0%
5.25%
220k
3.7%

55.0k
-0.1%

67.0%

1.3%
5.25%
202k
3.9%
61.5k
0.3%

67.2%

Friday

France HCOB France Manufacturing PMI Dec P
Italy CPI EU Harmonized YoY Nov F
France CPI YoY Nov F
France HCOB France Services PMI Dec P
Japan Core Machine Orders MoM Oct
United Kingdom Industrial Production MoM Oct
United States MBA Mortgage Applications 39783
Japan Jibun Bank Japan PMI Mfg Dec P
Germany HCOB Germany Manufacturing PMI Dec P
United Kingdom S&P Global/CIPS UK Manufacturing PMI Dec P
United States S&P Global US Manufacturing PMI Dec P
France HCOB France Composite PMI Dec P
China Industrial Production YoY Nov
United States Industrial Production MoM Nov
Japan Tertiary Industry Index MoM Oct
China Retail Sales YoY Nov
China Money Supply M2 YoY Nov
United States Empire Manufacturing Dec
Canada Housing Starts Nov

43.3
0.7%
3.4%
46.0

-0.4%
-0.1%

--
--

43.2
47.5
49.3
45.0
5.7%
0.3%
0.1%

12.5%
10.0%

2.0
260.0k

42.9
0.7%
3.4%
45.4
1.4%

0.0%
2.8%
48.3
42.6
47.2
49.4
44.6
4.6%
-0.6%
-1.0%
7.6%

10.3%
9.1

274.7k

42.0
0.6%
3.5%
44.3
0.7%
-0.8%
7.4%
47.7
43.1
46.4
48.2
43.7
6.6%

24.0%
-0.8%
10.1%
10.0%

-14.5
212.6k

Source: Bloomberg, data accessed 18 December 2023.
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Economic indicators (week beginning 18 December 2023)

Day Data Release Consensus Prior

Monday Germany IFO Business Climate Dec 87.7 87.3

Tuesday
Eurozone CPI YoY Nov F

Eurozone CPI MoM Nov F

Japan BOJ Policy Balance Rate 43800

2.4%

-0.5%

-0.1%

2.4%

-0.5%

-0.1%

Wednesday

United Kingdom CPI YoY Nov

United Kingdom CPI MoM Nov

United Kingdom CPI Core YoY Nov

United States Conf. Board Consumer Confidence Dec

United States MBA Mortgage Applications 42339

4.3%

0.1%

5.6%

104

--

4.6%

0.0%

5.7%

102

7.4%

Thursday

United States Initial Jobless Claims 42705

United States GDP Annualized QoQ 3Q T

Japan Natl CPI YoY Nov

United States Leading Index Nov

215k

5.2%

2.8%

-0.5%

202k

5.2%

3.3%

-0.8%

Friday

Italy Manufacturing Confidence Dec

United Kingdom GDP QoQ 3Q F

United Kingdom GDP YoY 3Q F

United States U. of Mich. Sentiment Dec F

United States Durable Goods Orders Nov P

United States New Home Sales Nov

United States Housing Starts Nov

United States Existing Home Sales Nov

Italy Consumer Confidence Index Dec

United States Personal Income Nov

United States Personal Spending Nov

United Kingdom Retail Sales Inc Auto Fuel MoM Nov

Germany IFO Expectations Dec

United Kingdom Retail Sales Inc Auto Fuel YoY Nov

97

0.0%

0.6%

69.4

2.2%

688k

1360k

3.77m

104

0.4%

0.3%

0.4%

85.6

-1.3%

96.6

0.0%

0.6%

69.4

-5.4%

679k

1372k

3.79m

103.6

0.2%

0.2%

-0.3%

85.2

-2.7%

Source: Bloomberg, data accessed 18 December 2023.
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Asset market performance

Source: Bloomberg, MSCI: please see important information, data accessed 18 December 2023.

YTD denotes year to date, TR denotes total return and CR denotes capital return.

As at Friday close YTD

Index Value CR TR CR TR

MSCI UK GBP 2169 0.26% 0.29% 1.19% 5.34%

MSCI USA USD 4505 2.60% 2.63% 23.75% 25.12%

MSCI Europe ex UK EUR 191 1.05% 1.05% 14.56% 17.22%

MSCI AC Asia ex JPN USD 516 3.00% 3.04% 2.05% 4.63%

MSCI Japan JPY 1430 0.46% 0.46% 24.29% 26.78%

MSCI Emerging Markets USD 1001 2.65% 2.69% 4.65% 7.23%

Barclays Sterling Gilts GBP 231  3.00%  2.38%

GOLD USD 2020 0.75%  10.72%  

WTI Oil USD 71 0.28%  -11.00%  

MSCI PIMFA Income  1.39% 1.42% 5.31% 7.75%

MSCI PIMFA Balanced  1.33% 1.36% 6.34% 8.73%

MSCI PIMFA Growth  1.16% 1.18% 7.68% 10.00%
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to others. The price of investments and the income from them may go down as well as 
up and neither is guaranteed. Investors may not get back the capital they invested. Past 
performance is not a reliable indicator of future results.

The MSCI information may only be used for your internal use, may not be reproduced 
or re-disseminated in any form and may not be used as a basis for or a component of any 
financial instruments or products or indices. None of the MSCI information is intended 
to constitute investment advice or a recommendation to make (or refrain from making) 
any kind of investment decision and may not be relied on as such. Historical data and 
analysis should not be taken as an indication or guarantee of any future performance 
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and 
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MSCI, each of its affiliates and each other person involved in or related to compiling, 
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly 
disclaims all warranties (including, without limitation, any warranties of originality, 
accuracy, completeness, timeliness, non-infringement, merchantability and fitness 
for a particular purpose) with respect to this information. Without limiting any of the 
foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, 
special, incidental, punitive, consequential (including, without limitation, lost profits) or 
any other damages. (www.msci.com).

Brooks Macdonald is a trading name of Brooks Macdonald Group plc used by various 
companies in the Brooks Macdonald group of companies. Brooks Macdonald Asset 
Management Limited is regulated by the Financial Conduct Authority. Registered in 
England No 03417519. Registered office: 21 Lombard Street, London EC3V 9AH. 

Brooks Macdonald International is a trading name of Brooks Macdonald Asset 
Management (International) Limited. Brooks Macdonald Asset Management 
(International) Limited is licensed and regulated by the Jersey Financial Services 
Commission. Its Guernsey branch is licensed and regulated by the Guernsey Financial 
Services Commission and its Isle of Man branch is licensed and regulated by the Isle 
of Man Financial Services Authority. In respect of services provided in the Republic 
of South Africa, Brooks Macdonald Asset Management (International) Limited is an 
authorised Financial Services Provider regulated by the South African Financial Sector 
Conduct Authority. Registered in Jersey No: 143275. Registered office: Third Floor, No.1 
Grenville Street, St Helier, Jersey, JE2 4UF.

More information about the Brooks Macdonald Group can be found at  
www.brooksmacdonald.com.


