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‘ Strong US monthly jobs data could
keep upward pressure on inflation

The December US jobs data showed the unemployment rate falling to 4.1% from 4.2%
with 256k jobs created during the month, the strongest since March and well above
expectations for 165k jobs. Private payrolls increased by 223k during the month, also
the highest level since March and above expectations of 140k. Within the Private sector,
Goods producing jobs declined during the month by 8k but Services jobs increased by
231K, the strongest level since May 2023. Within Services, all of the major categories
were comfortably positive during the month showing a broad-based rise in Services
hiring in the economy. With President Trump winning the November elections and the
Republicans sweeping Congress, business sentiment has surged higher and this could
be one of the reasons for the pick-up in hiring.

The strong data indicate the US economy remains robust but this also means inflation
pressures are continuing. While wage growth did moderate somewhat with Average
Hourly Earnings increasing 0.3% month-on-month in December from 0.4% in November
and 3.9% year-on-year from 4%, the overall picture is for inflation to remain at higher
levels for longer. This is one of the key reasons the US Fed reduced its outlook for interest
rate cutsin 2025 from 1.0% in cuts previously to just 0.50% in cuts at its recent December
meeting. December CPIl inflation data will be released next week (on Wednesday January
15) and market expectations are for Core inflation to moderate to 0.2% MoM from 0.3%
and to remain at 3.3% YoY. Any upside surprise to the data would increase concerns that
the strong jobs market and strong economy was pushing inflation higher which could
force the Fed to reduce its rate cut outlook even further.

Additional economic data released today highlighted the inflation conundrum. The
University of Michigan monthly survey showed 1-year inflation expectations rising
to 3.3% (the highest since May 2024) from 2.8% the previous month and even more
concerning it showed the 5-year inflation expectations also rising to 3.3%. This was the
highest reading since a brief surge to 3.4% in 2008 (when crude oil prices had spiked
to $140/barrel) and the highest since 1995 before then. The US Fed has, until now, been
confident that longer-term inflation expectations were remaining “anchored” not far
from the 2% target. The University of Michigan longer-term inflation expectations survey
had increased over the past year to the 3%-3.2% range but with the most recent month
rising above this range to 3.3%, the risk is that longer-term inflation expectations are
becoming de-anchored. This then risks overall expectations rising and actual inflation
eventually rising even further.

The US Fed has grown more confident of a stronger economy, which is supported by
the strong jobs data release. But the Fed has also increased concerns on stubbornly
high inflation. This is even before President Trump returns to office with a Republican
Congress. Most policy proposals by Trump on taxes, spending, tariffs and immigration
are likely to add to inflation and this could make the Fed's job even more difficult. The
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end result has been a strong rise in US Treasury yields with the 10-year yield now at
4.75%, up from 4.3% before the election. We believe Treasury yields, especially at longer
maturities can go even higher with the 10-year yield likely to reach the 5% range if Trump’s
proposals are indeed seen as inflationary. This has also had an impact on the equity
markets recently as higher yields are generally negative for equity valuations. President
Trump will officially enter office in just over 1 week and we should know more details of
his plans and how these will impact the US and global economy and financial markets.

Unemployment rate drops back to 4.1%
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Total and Private Payrolls the highest since March 2024
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Disclosures

Nothing in this presentation shall be regarded as an offer, solicitation, recommendation, or advice (whether financial, accounting,
legal, tax or other) given by Bradesco BAC Florida Investments (BBFI) and/or its officers or employees, irrespective of whether or
not such communication was given at your request. Any solicitation or offer to buy, sell or hold any security must be made and
discussed with your financial consultant at Bradesco BAC Florida Investments for it to be considered a solicitation for a transaction.
In this regard, BFI will make all efforts to only recommend and/or solicit investments that in your best interest. Please be aware
that the securities, including mutual funds, investment views or strategies described herein may not be in the best interest for all
investors and are subject to investment risks. Investors may get back less than they invested, and past performance is not a reliable
indicator of future results. Asset allocation does not guarantee a profit or protect against loss. Nothing in the presentation should
be relied upon in isolation for the purpose of making an investment decision. You are urged to consider carefully whether the ser-
vices, products, asset classes (e.g. equities, fixed income, alternative investments, commodities, etc.) or strategies discussed are
suitable to your needs. You must also consider the objectives, risks, charges, any potential conflict of interest, costs and expenses
associated with an investment service, product or strategy prior to making an investment decision.

Model Portfolios are a set combination of asset classes designed by Bradesco Asset Management, approved by Bradesco Interna-
tional Asset Allocation Committee and by Bradesco BFI Investments Solutions Committee. The model portfolios are based on in-
vestor profiles. Please be aware that the model portfolios are comprised on individual securities which have underlying investment
strategies. Therefore, the investor that wishes to implement any of the model portfolio will be investing in individual securities,
which could be equities, bonds, or a combination of these. When investing in bonds, it is important to note that as interest rates
rise, bond prices will fall. Due to their narrow focus, sector-based investments typically exhibit greater volatility. There are spe-
cial considerations associated with international investing, including the risk of currency fluctuations and political and economic
events. Investing in emerging markets may involve greater risk and volatility than investing in more developed countries. When in-
vesting in real estate companies, property values can fall due to environmental, economic, or other reasons, and changes in interest
rates can negatively impact the performance.

The information contained in this is presentation is created using information from third parties that are believed to be reliable;
however, BBFI does not represent or warrant its accuracy, reliability or completeness, or accept any liability for any loss or damage
(whether direct or indirect) arising out of the use of all or any part of the materials within this presentation. No representation or
warranty should be made with regard to any computations, graphs, tables, diagrams or commentary, which are provided for illus-
tration/reference purposes only. The views, opinions, estimates and strategies expressed constitute our judgment based on current
market conditions and are subject to change without notice.

Broker-dealer services are provided by BBFI and not by Bradesco BAC Florida Bank®.

Securities products purchased or sold in a transaction are: (i) not insured by the Federal Deposit Insurance Corporation (“FDIC"),
(i) not deposits or other obligation of Bradesco BAC Florida Bank® and are not guaranteed by Bradesco BAC Florida Bank®; and (iii)
subject to investment risk, including possible loss of the principal invested.

BBFI, Bradesco BAC Florida Bank (BAC), Bradesco Global Advisors (BGA) and Banco Bradesco, SA are affiliated entities under com-
mon control. In the US investments and brokerage services are provided by BBFI, US SEC Registered broker/dealer, member of
FINRA and SIPC. For more information on BFl, its business including possible conflict of interest please visit: https://brokercheck.
finra.org/firm/summary/19453. BBFI clears on a fully disclosed basis through Pershing, LLC. Investment Advisory services are pro-
vided by Bradesco Global Advisors, a Florida State registered investment advisor. More information on BGA please visit: https://
adviserinfo.sec.gov/firm/summary/134416.
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