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Market Update: December 
 
International 
 
The global investment landscape in 2025 proved 
broadly constructive, despite being marked by epi-
sodes of elevated volatility and a series of political, 
fiscal, and geopolitical shocks. Overall, most major 
asset classes delivered strong returns, supported by 
resilient global economic growth, monetary easing 
across major economies, and sustained enthusiasm 
around artificial intelligence, even as concerns over 
valuations and margin sustainability became more 
pronounced toward year-end. 

Equity markets recorded another strong year. The 
S&P 500 advanced approximately 18% on a total re-
turn basis, outperforming its long-term historical av-
erage, albeit falling short of the exceptional gains ob-
served in 2023 and 2024. Performance was driven 
primarily by earnings growth, with a more modest 
contribution from multiple expansion, indicating that 
markets continued to move higher despite starting 
from already demanding valuation levels. Outside the 
United States, European and Asian markets stood 
out. The STOXX 600 rose more than 20%, Euro-
pean banks delivered exceptional returns, and Japan 
and Korea benefited from structural reforms, fiscal 
stimulus, and strategic positioning within technol-
ogy- and defense-related supply chains. 

After several challenging years, global fixed income 
delivered a surprisingly constructive performance. 
U.S. Treasuries generated positive total returns, sup-
ported by interest rate cuts during the second half of 
the year and a gradual cooling of the labor market. 
The traditional 60/40 portfolio regained relevance, 
posting solid performance after years of underper-
formance. In contrast, German sovereign bonds rec-
orded negative returns, reflecting the announcement 
of a sizable fiscal stimulus package and increased de-
fense spending, which triggered the largest single-day 
increase in yields since German reunification. 

Emerging market assets experienced one of their 
strongest years of the past decade, with both equities 
and hard-currency debt posting robust gains. The 
MSCI Emerging Markets index rose by more than 
30%, supported by U.S. dollar weakness, resilient 

Chinese growth, and more accommodative global fi-
nancial conditions. 

Within commodities, precious metals were the clear 
outperformers. Gold and, in particular, silver rec-
orded their strongest annual gains since the late 
1970s, reflecting the combination of lower interest 
rates, long-term fiscal concerns, heightened geopolit-
ical tensions, and ongoing reserve diversification by 
central banks. In contrast, oil posted another nega-
tive year, pressured by expectations of ample supply 
and a global growth mix less intensive in energy con-
sumption. 

The U.S. dollar (DXY) ended the year with its weak-
est annual performance since 2017, depreciating 
against all other G10 currencies. Despite this decline, 
there was no disorderly capital outflow from U.S. as-
sets following tariff-related shocks earlier in the year, 
underscoring the structural resilience of U.S. finan-
cial markets. 

The hedge fund industry delivered solid perfor-
mance over the year, with meaningful contributions 
across a range of strategies. Equity hedge and quan-
titative strategies stood out by effectively monetizing 
volatility, elevated cross-asset dispersion, and persis-
tent market trends, with stronger results among more 
adaptive and diversified managers, despite increased 
performance heterogeneity. Multi-strategy funds led 
both inflows and performance, with isolated cases of 
exceptionally high returns. Macro strategies also de-
livered solid results, benefiting from an environment 
characterized by economic policy uncertainty, tariffs, 
and geopolitical risks, albeit with wide dispersion 
across managers. Within the relative value universe, 
strategies such as convertible arbitrage benefited 
from yield-curve adjustments, a normalization of vol-
atility punctuated by episodic spikes, and a high vol-
ume of new issuance, near record levels. Event-
driven strategies advanced more moderately, sup-
ported primarily by merger arbitrage amid increased 
M&A activity throughout the year. 

Private markets continued to undergo a process of 
structural adjustment, marked by greater selectivity in 
capital allocation and the growing relevance of alter-
native liquidity solutions. In venture capital, the IPO 
market remained constrained, with exits concen-
trated in profitable companies or those exposed to 
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strategic themes such as artificial intelligence and de-
fense. As a result, liquidity continued to be generated 
primarily through M&A, secondaries, and private 
transactions, leading companies to remain private for 
longer periods. In private equity, investment and exit 
activity in the United States gained traction over the 
course of the year, albeit with extended holding peri-
ods. Continuation vehicles consolidated their role as 
a relevant liquidity alternative, while the use of NAV-
based financing remained selective, primarily to sup-
port follow-on investments with expected returns ex-
ceeding the cost of debt. The secondaries market re-
mained active, supported by strong fundraising 
through 40-Act vehicles and expectations of elevated 
levels of dry powder, particularly from the emerging 
retail channel. In private credit, especially direct lend-
ing, recent idiosyncratic events—such as the bank-
ruptcies of First Brands and Tricolor—highlighted 
vulnerabilities within the segment, reinforcing a more 
cautious stance toward aggressive origination, 
opaque structures, and underestimated operational 
risks amid the asset class’s rapid growth. 

In retrospect, 2025 will be remembered as a year of 
elevated and broadly distributed returns across asset 
classes. The combination of resilient growth, mone-
tary easing, and technological innovation supported 
markets, while political and fiscal shocks reinforced 
the view that the global investment environment re-
mains structurally more volatile. This backdrop pro-
vides a constructive, albeit more demanding, founda-
tion for asset allocation decisions in 2026. 

 

Domestic (Brazil) 

Within this constructive global backdrop, Brazil 
stood out particularly positively in 2025. Domestic 
markets experienced a classic asset repricing regime, 
driven by an exceptional performance in equities. 

In fixed income, floating-rate instruments linked to 
the CDI fulfilled their defensive role, delivering re-
turns of around 13%, reflecting the elevated level of 
the policy rate throughout the year. However, they 
materially underperformed higher-risk asset classes. 
Long-duration fixed-rate bonds benefited from yield 
curve compression, while inflation-linked bonds de-
livered more modest returns. The central bank’s 

hawkish stance and the decline in current inflation—
alongside lower breakeven rates—meant that only 
long-dated NTN-Bs outperformed the CDI in 2025. 

Multi-strategy funds delivered intermediate perfor-
mance, reflecting a year characterized by large direc-
tional moves as well as episodes of heightened vola-
tility, which penalized overly tactical or leveraged 
strategies. Dispersion among managers remained el-
evated. 

Listed Real Estate funds posted a meaningful re-
covery, with returns close to 17%, supported by sta-
bilization in real interest rates and improved income 
flows, although the repricing process remains incom-
plete when compared with deeper interest-rate easing 
cycles. 

Brazilian equities were the clear standout asset 
class of the year. Equity market gains were both 
strong and broadly distributed: small-cap stocks rose 
more than 35%, the financial sector advanced by ap-
proximately 50%, utilities gained over 60%, and 
listed real estate appreciated by more than 30%. Per-
formance reflected a sharp compression in risk 
premia, renewed appetite for domestic assets, and 
multiple expansion, rather than structural earnings 
growth. 

In FX markets, the Brazilian real was among the 
best-performing currencies globally, with USD/BRL 
declining by nearly 20% over the year. This move was 
supported by a wide interest rate differential, re-
newed flows into emerging markets, and broad U.S. 
dollar weakness, reinforcing the opportunity cost of 
maintaining non-structural FX exposures through-
out the year. 

Looking back, 2025 was a year in which excessive de-
fensiveness proved costly, while balanced strate-
gies—combining exposure to equities and dura-
tion—were broadly rewarded. 
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Figure 1: Annual Returns of Major Asset Classes (2025). Source: Tera/BBG 
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