Market Update: January

Internacional:

January saw significant developments in the
global economy. Key events included the inaugura-
tion of Donald Trump as President of the United
States, the rise of DeepSeek—an artificial intelligence
tool developed in China that delivered strong results
using less advanced chips than those found in Silicon
Valley—and the U.S. Federal Reserve meeting,
which paused its interest rate cuts. On the geopoliti-

cal front, a ceasefire was reached between Israel and
Gaza.

Most financial assets appreciated over the
month, despite the aggressive rhetoric of the new
U.S. president, who initially imposed but later rolled
back some high tariffs on American imports. Nota-
bly, international stocks outperformed U.S. equities,
in contrast to the trend observed at the end of 2024.
We attribute much of this shift to the rise of
DeepSeek, a Chinese Al technology similar to
ChatGPT, which achieved highly satisfactory results
at a significantly lower cost than the solutions used
by leading American Al companies. The impact was
particularly strong on U.S. tech firms, especially
Nvidia, the market leader in advanced Al chip man-
ufacturing.

In the U.S., economic activity data indicates
that the economy entered 2025 on solid footing, with
2.3% growth in the last quarter, driven by a 3.2% in-
crease in domestic demand despite elevated nominal
and real interest rates. The labour market once again
exceeded expectations, with the unemployment rate
reaching again 4.1%. Given the combination of a
strong economy, inflation still above target, and un-
certainty surrounding the policies of the new admin-
istration, the Federal Reserve kept interest rates un-
changed at its January meeting (holding within the
4.25%—4.50% range). In its official statement, the
Fed signalled no urgency to resume rate cuts until
there is greater confidence that inflation will con-
verge to target levels.

In Europe, political uncertainty surround-

ing the formation of governing coalitions in the

TERA

Eurozone’s two largest economies—Germany and
France—persists, while growth remains weak. The
main driver to reverse or at least mitigate the weak-
ness in the industrial sector comes from the Euro-
pean Central Bank, which has signalled further inter-
est rate cuts ahead. The recent slowdown in inflation
should support this effort.

In China, economic activity exceeded ex-
pectations, growing 4.7% in 2024. The government
continues to provide monetary and fiscal stimulus to
mitigate the effects of corporate and household
deleveraging following the sharp downturn in the
real estate sector. In addition to domestic challenges,
the country faces rising tensions with the U.S. gov-
ernment, which has vowed to take a tougher stance
and has already imposed a 10% tariff on Chinese im-
ports. So far, China's retaliation has been measured
and highly targeted.

Beyond the rally in equity markets, com-
modities saw significant gains in January, likely re-
flecting a response to a higher-inflation environment
driven by expansionary fiscal policies and elevated
debt levels. The BBG Commodities Index rose
neatly 4% for the month, while gold appreciated
6.7%.
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Local:

In Brazil, GDP grew by 3.5% in 2024; how-
ever, the revenue generated from this expansion was
not sufficient to support a meaningful fiscal adjust-
ment. The government's continued reliance on pub-
lic spending to stimulate consumption, despite a
structural deficit exceeding 1% of GDP, has kept in-
flation elevated, pressured future interest rates, and
added risk premiums to the currency. There were no
signs of a policy shift in January, but a more favorable
global backdrop, deeply discounted asset prices fol-
lowing the late-2024 downturn, and a pessimistic po-
sitioning by local funds—coupled with the govern-
ment's declining popularity—Ied to a strong appreci-
ation of Brazilian assets.

The political and economic agenda for the
month was largely dominated by the expected minis-
terial reform in February. The Lula administration
appears focused on restructuring its legislative base
following the leadership changes in the House and
Senate, aiming to advance key policy initiatives—
most notably, tax reform and income tax exemptions
for those earning up to five minimum wages—while
also shaping its electoral strategy for 2026. Although
the election is still more than 18 months away, mon-
itoring the government’s approval ratings—Ilikely to
decline amid persistent inflation and a slowing econ-
omy—will be essential in assessing the probability of
a political shift in 2027. With local assets still trading
at discounted levels and positioning relatively light,
the narrative of a potential new administration with
a more disciplined fiscal stance could set the stage for
a market repricing.
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Ativos Globais

BEGWTI Crude 0il 217% T4 0,53% 9 54% 1574% 2090%
BBG Gold £ B 229% 1513% 3601 4373% 5416
BBG Commodities 35 R4 8,57 s 138% 7B
BBG Dollar Index 015 388% 430% 6% 91% 10,51%
S&P 500 Tatal Return 278% 622% 1012% 2638% b2 69% 40745
NASDAD Composite 164% B4 1.52% 29 43% B9.43% 178%%
MSCIACWI Ex-USD 34 0,77% 0,69% B12% 145% 219%
S&P 500 Communication Servicas B8,98% 1626% 2528% A4TEY 104.53% 48 69%
S&P 500 Consumer Discretionary L30% 2097% 26,04% 18T GR33% 31435
S&P 500 Consurner Staples 188% 0,93% 4285 12 5% 12,81% 975
S&P 500 Energy 200% -195% -G 400 -328% 281%
S&P 500 Financials B,40% 10,67% 17 BB 3279% 4080% 378%
S&P 500 Health Care B,61% -0.04% -183% 4R0% 10,13% 178%
S&P 500 Industrials 400% 3 56% B.26% 22 5l I689% IT43%
S&P 500 Information Technology -2 03 2 B&% h30% 2B7% 88,57% 07535
S&P 500 Materials 5A% -4 B3 -370% T84 481% h3E%
S&P 500 Real Estate 174% -3,80% 0,79% B70% 200% S1238%
EquityFactos
Bloomberg US Pure Volatility 107% 2 54% 270% EAL 298% -0.44%
Bloomberg US Pure Growth 0,62% 218% 3% EALES 330% 0,88%
Bloomberg US Pure Size 0,86% 1% 1.90% 1,60% T39% 4BE%
Bloomberg US Pure Dividend -054% -2, 06% -12%% -0,88% -242% -179%
Bloomberg US Pure Value 020% -0,61% 1754 -1854 -028% BT
Bloomberg US Pure Momentum 1.69% 210% ha8% 9,400 14.31% 10,81
EquityThemes
SPOR 5&P Global Matural Resourses 488% -3,09% -5,5%% 210% -195% 4%
iShares L.S. Infrastructure Etf 244% 159% 372% 24Ti 2667% 38974
iShares Exponential Tech 402% 612% D19% 9,43% 18,57 G29%
Fxedlncome
BBG US TIPS 129% 017% 0,64% 2974 heds -3.57%
BBG US Corporate 0,55% -007% 0,79% 2864 T14% -2 8%
BBG LS Agg Total Return 05%% -0.07% 018% 2074 421% -4.50%
BBG US Treasury 052% -026% -021% 138% 262% -G14%
BBG US Corporate HY 137% 210% 4874 9 68% 19,85% 15,60%
BBGEM LISD 108% 097% 34E% B33 13,86% 220%
Cash USD 0374 115% 248% h28% 10,87% 13,19%
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Ativos Brasileiros
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Brazil CETIP DI Rate Accumulat 101 2754 D 48% 10,92% 2520% 024%
Anhima IMA-5 110% 2.82% 6% N245% 2578% 42 25%
Anbima Debentures Index 104 O 158% 2 56% RA2% 12.70% 2010% 4628%
Prémio de Crédito 0,56% -0,38% 0,04% 1,60% 314 357%%
Anbima IRF-M1 128% 2574 509% 0.94% 2518% 3076%
Anbima IRF- M 258% 0,357 157 I37%% 2072% 32 58%
Anbima IRF-M 1+ I41% -0,79% -0.25% 0,94% 19,48% 2091
Anhbima IMA-B 5 1,86% 1.98% 374% T43% 19,61% 32.99%
Anbima IMA-B 107 -156% 230 -01,95% 14.43% 22 [2%
Anhima IMA-B&+ 0.43% 4174 -G39% -GAT 10,86% 14.91%
Anbima Debentures Index 104 [P 153% -120% -0 45% 379% 2100% 22 85%
Prémio de Crédito (s/ média B5 e B] 0,05% -139% S 0,585 3 .40% -3,88%
Inflagao [PCA” 0,57% 1,.48% 229% i B3% 9,68% 1602%
Bovespa Real Est In Fund -507% -07% -10.25% -0.30% 10754 B,78%
Anbima Hedge Funds Index 0,88% 2 B 490% T04% 1529% 30,91
BRAZIL IBOVESPA INOEX 486 -2 76% -118% 1274 n20% 1248%
BOVESPA Dividend Index 3 50% -162% 240% 445 2073% 3400%
BME&FBOVESEA Small Cap G11% -658% ST -154.88% -048% 25, 48%
BRAZIL Financial Indax 10,83% 013% 407% -0.45% 2603% 2161%
BOVESPA Utilitias Indax 15 -2 49% -00,92% 17 19,74% 379%
BM&EFROVESPA REAL ESTATE 123% -9.84% -4 20% -8,82% 19,50% 5625
BM&FBOVESPA Consumption 187% M2 -10,03% -13,95% -18.03% -5 30%
BOVESPA INDUSTRIAL INDEX 0.70% -0.41% G,65% 23 B2% 29.03% N7
BOVESPA Basic Mat Indox -1 -4.08% -025% -2 61% S1076% -10,66%
BRAZIL ELECTRIC.ENRGY IX 025% -075% -3,59% -10,26% 3.06% 408%
USO-BRL Carry Return -602% -0 6% 0,57 12 51% 321 -10,68%
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