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Market Update: March 
 
International 
 

The month was characterized by a signifi-
cant shift in the market regime, as escalating geopo-
litical tensions between the United States and Iran 
culminated in the closure of the Strait of Hormuz, a 
critical chokepoint for global oil flow. This event trig-
gered a severe energy supply shock, leading to a sharp 
rise in prices throughout the month and directly im-
pacting inflation expectations and monetary policy 
outlooks across major economies. 

As a result, there was a substantial repricing 
of global assets. Rising inflation expectations led to a 
steepening of yield curves and a significant reduction 
in the probability of rate cuts throughout 2026. In the 
United States, the market effectively priced out any 
near-term monetary easing, while in Europe, discus-
sions even shifted toward the possibility of rate 
hikes—a stark contrast to the scenario envisioned at 
the start of the year. This environment, bordering on 
a stagflationary shock (low growth coupled with high 
inflation), resulted in negative performance for most 
risk assets. Global equity markets saw relevant pull-
backs, sovereign bond yields rose sharply, and oil es-
tablished itself as the primary transmission vector of 
the shock during the month. 

In the U.S., beyond the geopolitical impact, 
economic data began to signal some moderation. 
The labor market showed signs of softening at the 
margin, with downward revisions and an uptick in 
the unemployment rate, while inflation remains pres-
sured by both the energy shock and more persistent 
components. In this context, the Federal Reserve 
maintained a cautious stance, signaling increased data 
dependency amid heightened uncertainty. 

In Europe, the impact of the energy shock 
was more direct. Inflation accelerated at the margin, 
reflecting higher fuel prices, while the European 
Central Bank began signaling greater concern regard-
ing secondary effects on inflation. Communications 
revealed growing divergence among members, with 
part of the committee already discussing a more re-
strictive response should the current scenario persist. 

 

In Asia, the backdrop remained relatively 
stable, though sensitive to the global environment. In 
China, activity data came in slightly better than ex-
pected at the beginning of the year, although the real 
estate sector remains a point of fragility and stimulus 
remains contained. In Japan, after a positive start to 
the year, the equity market was hit by the global risk-
off sentiment, though it maintains superior relative 
performance on a year-to-date basis. 

Domestic (Brazil) 

In Brazil, the external shock had a signifi-
cant impact on the macroeconomic outlook, pri-
marily through the inflationary channel. The rise in 
oil prices pushed up inflation expectations, espe-
cially via fuel, and introduced greater uncertainty re-
garding the price trajectory in the coming months 
due to the risk of price gaps and potential additional 
passthroughs. In this context, the local yield curve 
underwent a relevant repricing, with part of the 
market revising upward the expected path for the 
Selic rate throughout 2026. Nevertheless, the Cen-
tral Bank opted to initiate the monetary easing cycle 
with a 25-basis-point cut, bringing the Selic rate to 
14.75%. The decision was accompanied by cautious 
communication, preserving optionality and reinforc-
ing dependency on the evolution of the external en-
vironment. 

On the activity side, data remains relatively 
resilient. The labor market stays tight, with job crea-
tion and wage growth still consistent, which compli-
cates a faster deceleration in services inflation. Con-
versely, some indicators are starting to suggest a 
gradual moderation of activity throughout the year. 
Headline inflation showed upside surprises at the 
margin, although partially concentrated in volatile 
items. The main risk ahead is the persistence of the 
commodity shock and its second-order effects on 
domestic inflation dynamics, especially in an envi-
ronment still characterized by low output gaps. 

Regarding the markets, March was a more 
challenging month for local assets, in line with the 
global risk-off environment. The steepening of the 
yield curve negatively impacted long-duration assets, 
while the stock market reflected both the global 
movement and the revision of expectations for in-
flation and monetary policy. However, Brazil fared 
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relatively well during this turbulent month, benefit-
ing from oil exports which should contribute posi-
tively to the trade balance and tax revenues. 
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