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Market Update: January 
 
Internacional: 
 

January ends as a benign month for risk as-
sets, though with significant dispersion and major re-
versals throughout the month. Key themes included 
geopolitical tensions stemming primarily from Amer-
ican military actions (Venezuela, Greenland, and 
Iran), noise surrounding the autonomy of the U.S. 
Federal Reserve, and the snap election in Japan. The 
combination of these factors resulted in a weaker 
U.S. dollar and a rotation of portfolios into interna-
tional assets, boosting metals and energy commodi-
ties, real assets, and emerging market equities, in a 
move reminiscent of the late-2025 rotation. 

 

Figure 1: Monthly Performance DXY. Source: BBG 

In the U.S., we observe a cyclical reacceler-
ation, with robust growth at the end of last year, em-
ployment data pointing to higher occupancy, and an 
inflationary surprise. Given the set of data highlight-
ing a highly resilient economy, the Federal Reserve 
kept interest rates unchanged at 3.50%–3.75%, paus-
ing the easing cycle it had been implementing and 
signaling that any additional cuts, if necessary, should 
only occur in the second half of the year. The central 
bank remained in the spotlight for several weeks after 
the Department of Justice opened an investigation 
into expenses related to the construction of a new 
headquarters, which was interpreted by the market as 
a move to undermine the Fed's independence in con-
ducting monetary policy. However, the nomination 
of Kevin Warsh as Fed Chair significantly eased con-
cerns, leading to a partial recovery of the U.S. dollar 
and a correction in metal commodity prices. 

 

Figure 2: Monthly Performance Gold. Source: BBG 

In Europe, the landscape remained rela-
tively stable. Activity continues to be weak in the in-
dustrial sector, while services show greater resili-
ence. Inflation remains on a convergence path to-
ward the target, allowing the ECB to maintain a 
cautious stance. The market has begun to discuss 
the start of rate cuts throughout 2026 with greater 
intensity, but the monetary authority continues to 
signal data dependency, especially regarding wages 
and services. The region continues to experience 
low growth, though without signs of an abrupt con-
traction. 

In China, recent data indicated continued 
moderate growth, though tempered by fragility in do-
mestic consumption and the real estate sector. Per-
formance in 2025 remained close to the official tar-
get, primarily sustained by industrial production and 
exports. Selective stimulus policies are expected to 
persist throughout 2026, focusing on infrastructure 
and credit support as the government seeks to stabi-
lize the property market. However, the most intense 
news flow from Asia came from Japan: the long end 
of the yield curve saw a relevant steepening, reflect-
ing fiscal discussions and internal political uncer-
tainty following the snap election. Upward pressure 
on interest rates weighed on the global bond market, 
while currency depreciation led to growing specula-
tion regarding a coordinated FX intervention be-
tween Japan and the U.S., aimed at strengthening the 
Japanese Yen, which gained significant traction. 
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Domestic (Brazil) 

In Brazil, January was marked by the 
maintenance of the Selic rate at 15% and signaling 
that the easing cycle will begin in March, likely with a 
50-basis-point move, contingent on the evolution of 
inflation and the labor market. Data remain mixed: 
the labor market continues to show resilience, with a 
low unemployment rate and wage growth at the mar-
gin, while leading indicators suggest a moderation in 
activity. Inflation remains controlled in the short 
term, benefiting from a more appreciated exchange 
rate and lower pressure from industrial goods. The 
base-case scenario continues to be one of gradual 
cuts throughout 2026, keeping monetary policy in re-
strictive territory for a prolonged period. In the mar-
kets, the month was quite positive for local assets. 
The appreciation of the Real, in line with global Dol-
lar weakness, contributed to a narrowing of the yield 
curve, and the Ibovespa recorded a relevant gain, re-
flecting both the more favorable external environ-
ment and the anticipation of the start of the rate-cut-
ting cycle. On the political front, Flávio Bolsonaro 
showed improvement in polls, though there are still 
no definitions regarding the names that will represent 
the center right. 
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