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During the month of March, the U.S. tariffs 

implementation progressed, causing significant insta-

bility in the markets (which intensified in the first 

days of April). Safe-haven assets such as gold, the 

Swiss franc, and the Japanese yen appreciated, while 

equities and credit bonds lost value amid expecta-

tions of a pronounced economic slowdown. 

The market reaction resembled that seen 

during major past shocks, such as the collapse of 

Lehman Brothers and the onset of the Covid-19 pan-

demic. Additionally, due to the magnitude of the an-

nounced tariff shock, the impact on prices is ex-

pected to last at least several more weeks. 

In the U.S., the latest consumption and in-

vestment data came in below expectations, possibly 

reflecting uncertainty stemming from changes in im-

migration policy and increased import tariffs. At the 

same time, inflation expectations rose and are now 

above 3% for the whole of 2025, limiting the re-

sponse capacity of the Federal Reserve. However, 

there has not yet been an abrupt drop in employment 

indicators, which continue to point to a gradual ad-

justment from a very high base. Investment is ex-

pected to fall sharply in the coming months, raising 

the probability of the economy entering a recession 

this year to over 50%. 

In Europe, the central bank cut interest 

rates for the sixth time since it began monetary easing 

in June 2024 and signaled further cuts in the second 

half of the year. The benchmark rate currently stands 

at 2.5%. The German fiscal package, announced 

back in February, remained under discussion, and a 

€500 billion fund for infrastructure investments was 

approved. This was only possible due to a loosening 

of public debt restrictions, which significantly in-

creased the capacity for fiscal expansion. 

In China, there were positive surprises in in-

dustrial production, retail sales, and investment fig-

ures. Stimulus measures are expected to intensify in 

the second half of the year, aiming to cushion the im-

pact of reduced external demand caused by U.S. im-

port tariffs. 

In Brazil, the central bank once again raised 

the Selic rate, which reached 14.25% per year. An-

other hike is signaled for the May meeting, though 

expected to be smaller in magnitude than previous 

ones. Most economists recently revised their projec-

tions for the terminal rate downward, expecting it to 

remain very close to 15%. 

On the political front, presidential popularity 

continued to decline, increasing market interest in a 

potential power shift while prompting the govern-

ment to announce new fiscal measures to regain pub-

lic support. The president’s main proposal, an-

nounced in March, is income tax exemption for 

monthly salaries of up to R$5,000. The compensa-

tion would come from taxing dividends received in 

excess of R$50,000 per month. There is strong re-

sistance in Congress to any tax increases, although 

most lawmakers see it as difficult not to approve the 

tax exemption proposed by the government. The 

topic is expected to be debated throughout the sec-

ond half of the year. 

Brazilian markets responded well to the ex-

ternal environment of lower interest rates and a 

weaker dollar: the Real appreciated 3% in the month, 

and the stock market gained over 6%, helped by in-

terest rate-sensitive sectors. However, real interest 

rates remain very high, with long-term yields above 

7% for the next 30 years, which weighs on invest-

ment and affects economic growth. 
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