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Good morning. Bitcoin soars back above $60,000. China
moves to shrink a popular quant strategy. Disney and
Reliance strike a deal. Here’s what’s moving markets. —
Isabelle Leec
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Bitcoin’s backS

The S&P 500 fell slightly while Treasuries were on track
for a second consecutive monthly loss after hotter-than-
expected inflation figures. But the big market story of
the day was Bitcoin, which topped $60,000 for the first
time in more than two years, putting it within sight of its
record high of nearly $69,000. The digital asset has
jumped over 40% already this year, fueled mostly by the
successful launch of nearly a dozen spot-Bitcoin ETFs in
the US last month. To date, the ETFs have jointly taken
in more than $6 billion with a record $520 million
rushing into BlackRock’s Bitcoin ETF in a single day. At
the heart of the rally is a simple law of economics:
supply and demand. Demand generated by the new
ETFs is outstripping the supply of new tokens being
created. The rally hasn’t been entirely smooth: Bitcoin’s
price fluctuated after Coinbase experienced a spate of
outages on its retail platform, causing some users to see
balances of zero.
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China quantsB%Z V' Hi[E

Chinese regulators are taking steps to gradually shrink
the size of a popular quantitative trading strategy that
contributed to turmoil in the nation’s stock market this
month. Some quant funds that manage “Direct Market
Access” products for external clients were told to stop
accepting new inflows and phase out their existing
products, which typically use swap contracts and are
often highly leveraged, according to people familiar with
the matter. The guidance curbs a popular trade that
enabled quant funds to boost returns in 2023 but was
blamed for exacerbating a stock-market selloff this year.
Such products stood at as much as $27.8 billion at the
start of the year, according to estimates by hedge fund
Shanghai Banxia Investment Management Center.
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Disney deahitf83c 5

Disney and billionaire Mukesh Ambani’s conglomerate
have signed a binding pact to merge their media
operations in India, creating a sector behemoth valued
at $8.5 billion. The US media company will control
36.84% of the joint venture while Ambani-led Reliance
Industries will own 16.34%. Viacom18 Media will
control the remaining 46.82%. The binding agreement
shows Disney’s decision to recast its strategy to woo
viewers in the South Asian nation of over 1.4 billion
people. The joint venture will be granted exclusive rights
to distribute Disney films and productions in India, with
a license to more than 30,000 Disney content assets.
The deal is expected to close in late 2024 or early 2025.
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Three Federal Reserve officials said the pace of rate cuts
will depend on incoming economic data, suggesting the
path to lower borrowing costs may look different than in
previous cycles. Boston Fed President Susan Collins and
New York’s John Williams said an initial rate cut will
likely be appropriate “later this year,” while Atlanta’s
Raphael Bostic said he’s currently penciling in a cut for
some time this summer. Officials have repeatedly said
they want to see more evidence inflation is firmly on a
downward path before cutting rates, especially given the
hotter-than-expected consumer price figures released
this month. Swap traders have been pricing a little over
75 basis points of easing by year-end, in line with what
officials in December indicated as the likeliest outcome.
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Shutdown avertediEita%41

US congressional leaders have reached a deal to avoid a
March 2 partial government shutdown and fund parts of
the government through Sept. 30. Under the
arrangement, the remainder of the government,
including the Defense and Homeland Security
departments, would still face a potential March 23
shutdown. Republican leaders are backing the deal
despite a risk of backlash among conservatives who have
demanded new immigration restrictions to avoid a
government shutdown.
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Coming up...BlISZISE...

Data on US core personal consumption expenditures are
due out Thursday. The stage is set for monthly PCE
inflation to jump following January’s hot CPI and PPI
reports, according to Bloomberg Economics,
complicating the Fed’s goal of achieving its 2% inflation
target. Germany will get a look at CPI and
unemployment figures. Australia retail sales numbers
are on tap, while Japanese industrial production data
are also due out.
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What we’ve been readingE{i1—EEMRIZRHIAS

Here’s what caught our eye over the past 24 hours:
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e Mitch McConnell will step down as Senate
Republican leader post-election
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e (G-20 stays quiet on debt after China delegates raise
objections
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e ECB says banks need to improve trading client risk
controls
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e US and Europe are at odds on tapping $280 billion
of Russian assets
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e London’s once-vibrant stock market is now in a rut
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e Nigeria banks’ cash reserves to slow loan growth for
top lenders
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e Meet the woman revitalizing the world’s only
touring Black rodeo
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And finally, here’s what Garfield is interested in today
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This has been a strangely quiet week after the Nvidia-
fueled euphoria that took the S&P 500 index and other
major gauges to record peaks last Friday. Perhaps this is
just a calm moment while investors rebalance into the
end of a hectic month, and stocks will storm higher once
that’s out of the way — especially if Thursday’s reading
on the key inflation gauge the Federal Reserve monitors
passes without undue incident.
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Still, there is a heavy feeling about the risk rallies that
mostly kicked off in November, as investors enter
uncharted territory and wonder how high will be too
high this time round. In that context, the way that a
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classic proxy for risk appetite has also lost momentum
underscores the mild angst that seems to be in the air.
The Australian dollar is retreating from its own peak
against the Japanese currency — a 10-year high at 99.06
yen also reached on Friday. Looking simply at foreign-
exchange drivers, the Aussie-yen rate looks unlikely to
extend its advance too far. Australia’s central bank has
probably stopped hiking interest rates and may move to
reduce them this year, while the Bank of Japan is seen
ending its negative rate regime soon.
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That means further gains in stocks and other risk assets
would be leaving the Aussie-yen rate behind. Not an
impossible task, but perhaps a challenging one.
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Risk Appetite Shows Signs of Taking a Time-Out

US stocks, Aussie-yen 'risk proxy' hovering near peaks

HS&P 500 (L1) M Aussie-Yen spot rate (R1)
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Apple to Wind Down Electric Car Effort After
Decadelong Odyssey
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Flawed Valuations Threaten $1.7 Trillion Private
Credit Boom
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Stocks Decline in Run-Up to Key Inflation Report:
Markets Wrap
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Apple's Scrapped Car Project Means Al and Headset
Bets Are More Urgent
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Nigerian Naira Hits Fresh Record Low Despite
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How Much Wealth You Need to Join the Richest 1%
Around the World
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How Panera Bread Ducked California’s New $20
Minimum Wage Law
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China’s Piano Dreams Are Fading for a Cash-Strapped
Middle Class
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