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August, the peak of summer in the Northern 

Hemisphere, is usually marked by low activity in 

global markets. This year, the highlight came from 

Jackson Hole, where the U.S. central bank (Fed) 

holds its annual symposium to discuss economic pol-

icy. Following weak employment data, the Fed 

Chair’s speech signaled that rate cuts are justified, 

bringing interest rates to a less restrictive level, de-

spite inflation remaining slightly above the 2% target. 

The prospect of lower rates in the U.S. 

boosted equities, fixed-income securities, and weak-

ened the Dollar against most developed and emerg-

ing market currencies. The tone was similar to what 

was seen in the first half of the year, when interna-

tional assets outperformed American ones. Note-

worthy were Gold, which reached an all-time high 

with a 4.8% gain in the month, and Chinese technol-

ogy stocks, which rose nearly 15% over the same pe-

riod (Figure 1). 

After another release of weak job creation in 

August, the consolidation of a resumed U.S. rate-cut-

ting cycle, and escalating tensions between the Amer-

ican executive branch and the central bank, the most 

likely scenario for the final months of 2025 seems to 

be a continued Dollar decline, accompanied by a 

steepening of the yield curve (Figure 2) and lower real 

rates, which tend to favor emerging markets. 

In the U.S., job creation slowed to a level 

below that required for unemployment stability, 

which is expected to start rising in the coming 

months. Nevertheless, services inflation remains 

high, and the impact of tariffs on imports is visible in 

goods prices. On the political front, a meeting be-

tween Putin and Trump to discuss the war in Ukraine 

ended without major implications. More significant 

was the pressure exerted on the central bank to cut 

rates, even resorting to conditioning new nominees – 

and removing current directors – to align with 

Trump and his team’s views on monetary policy. 

This stance has strongly boosted alternative stores of 

value to the USD, such as the Euro and Gold. 

 

In Europe, inflation remains stable, around the 2% 

target, and the strengthening Euro may exert down-

ward pressure on prices ahead. Activity indicators 

show recovery in France and Germany, but the po-

litical situation warrants caution. The French prime 

minister, struggling to pass his budget proposal with 

public spending cuts, will face a vote of confidence 

on September 8, which could end with the dissolu-

tion of parliament and new elections. 

In China, industrial production, retail sales, 

and fixed-asset investment data showed a slowdown 

in August. Announced stimulus measures do not ap-

pear capable of reversing this trend. The positive sur-

prise, in contrast, came from the technology sector. 

Strong second-quarter results, especially from 

Alibaba—which also announced plans to develop a 

new artificial intelligence chip—drove sharp gains in 

stock indices. 

In Brazil, the impacts of restrictive mone-

tary policy have become clearer in activity data: the 

economy slowed sharply in the second quarter, with 

prospects for further deceleration in the second half. 

For the year, growth should be close to 2%, sup-

ported by a recovery in the agricultural sector. Infla-

tion expectations have been steadily declining, 

helped by the depreciation of the dollar and its im-

pact on industrial goods and food prices. This has 

opened room for discussions about rate cuts still in 

2025. Inflation projections, however, remain well 

above the 3% target for both 2025 and 2026. 

On the political front, external and internal 

challenges converge without a clear indication of res-

olution. The U.S. continues to impose high import 

tariffs on Brazilian products and has signaled that it 

could expand the scope of its measures if the trial of 

Jair Bolsonaro continues. Domestically, potential 

center-right candidates seek to balance between 

courting Bolsonaro’s support and building coalitions 

to make their own candidacies viable, particularly 

with backing from the centrão (political alliance of parties). 

In August, at least, these developments did not seem 

to significantly affect the prices of Brazilian assets. 
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