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June was characterized by a moderation in 

global economic activity, controlled inflation, and in-

creased geopolitical stability. This environment fa-

vored risk assets, with strong performance from 

global equities, emerging market currencies, and 

long-duration fixed income. The outlook for the sec-

ond half of the year will depend on the course of U.S. 

monetary policy, the persistence of geopolitical sta-

bility, and the behavior of inflation—particularly in 

developed economies. 

The first half of 2025 ended with global eq-

uity markets back at record highs, credit spreads at 

low levels, and volatility below historical averages, 

suggesting that the evolution of key macro themes 

has generally followed expectations. The U.S.-led 

trade war appears to be settling around average im-

port tariffs of 15%, tensions in the Middle East have 

decreased, and central banks continue to move cau-

tiously toward monetary easing. At the same time, 

fiscal policy remains expansionary on both sides of 

the North Atlantic. 

Reports from major banks and asset manag-

ers point to an expected slowdown in global activity, 

with inflation still elevated—particularly in the 

U.S.—limiting room for rate cuts. However, reces-

sion risks are diminishing as labor markets remain re-

silient, and economies have absorbed the shocks of 

the first half without major disruption. The dollar has 

continued to weaken, despite the rebound in U.S. eq-

uities over the past two months, and its trajectory will 

be an important variable to monitor in the second 

half of the year. From a longer-term perspective, the 

dollar has yet to reach even one standard deviation 

above its long-term average (Figure 1). 

 

Figure 1-: U.S. real effective exchange rate vs. broad currency 

basket. Source: BBG/Tera 

In the U.S., June data showed weaker con-

sumption and downward revisions to Q1 GDP 

growth. The labor market continued its gradual cool-

ing, with only 139,000 jobs created in May. Inflation 

remained on a slow downward trend, which—to-

gether with softer activity - reinforced expectations 

of rate cuts in the second half. The Federal Reserve 

kept its target rate at 4.25%–4.50% but signaled po-

tential cuts starting in September, contingent on la-

bor market dynamics and the impact of trade tariffs. 

Attention is also turning to the upcoming nomina-

tion of the next Fed chair, as the current term is near-

ing its end. 

In Europe, conditions remained broadly sta-

ble. The approach of the deadline for trade agree-

ment negotiations with the U.S. adds some short-

term uncertainty. The European Central Bank (ECB) 

signaled a pause in its easing cycle, maintaining the 

policy rate at 2% per year. The euro has appreciated 

nearly 14% year-to-date, driven by capital flows and 

rate differentials. 

Chinese activity data in June were mixed but 

point toward fulfillment of the 5% growth target for 

the first half of the year. The manufacturing PMI 

came in at 49.7, with a notable improvement in do-

mestic orders, although exports remain affected by 

U.S. tariffs—partially offset by stronger shipments to 

other regions. The resumption of critical mineral ex-

ports to the U.S. suggests a diplomatic shift on trade 
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and could benefit Chinese assets, particularly in a 

weaker dollar environment. 

The Central Bank of Brazil raised the Selic 

rate to 15% and signaled the end of the tightening 

cycle, indicating that the rate is likely to be held 

steady for an extended period. The decision reaf-

firmed the central bank’s commitment to controlling 

inflation and anchoring expectations, supporting the 

appreciation of the Brazilian real. Recent inflation 

readings surprised to the downside, particularly in 

food and services. The unemployment rate remains 

near historic lows, despite signs of softening in credit 

and economic activity. Interest rate curves are pricing 

real rates above 10% for the coming quarters, which 

should lead to a further deceleration of the economy. 

On the political front, Congress's reversal of 

the IOF tax increase sparked conflict with the Exec-

utive, which escalated the matter to the Supreme 

Court. The episode has strained relations between 

branches of government - a dynamic that is likely to 

intensify as the 2026 elections approach. The govern-

ment has sought to position itself as a defender of 

the poorer population in justifying tax hikes without 

expenditure reforms, a high-risk strategy aimed at re-

gaining popularity. Meanwhile, a growing number of 

market participants are incorporating into their fore-

casts the possibility of a more reformist candidate 

winning the presidential election. 

Supported by the favorable global backdrop, 

Brazilian assets performed well in June. The 

Ibovespa rose 1.33%, led by financials and small 

caps. The real appreciated 5.4%, and interest rate 

curves declined by 50 to 60 basis points, contributing 

to strong returns for local multimarket funds. 
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