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In October, attention was primarily focused 

on the United States. The strengthening of the Re-

publican candidacy in the election race and the re-

lease of strong economic data had a significant im-

pact on asset prices, leading to higher interest rates 

and a stronger dollar. In the first days of November, 

we already have confirmation of Donald Trump's 

victory, accompanied by solid results for Republicans 

in the House and Senate elections. Uncertainty about 

which campaign policies will be implemented has led 

volatility indices, especially for interest rates, to re-

cent highs (Figure 1).

 

 

Figure 1: VIX, VNX, and MOVE, implied volatility indices for 

stocks and bonds. Source: Tera/BBG 

In the U.S., third-quarter GDP grew at an 

annualized rate of 2.8%, driven by private consump-

tion and public investments. Job creation was weak 

in September (12,000 net jobs), but the relevance of 

this data was reduced because of climatic shocks that 

are not expected to recur in the coming months. 

Business activity surveys indicate an accelerating 

economy, and inflation indices show slowing price 

increases, allowing the U.S. central bank to continue 

its monetary easing process in its November meeting. 

For longer horizons, doubts remain about the impact 

of fiscal policy to be implemented after the new gov-

ernment takes office. During the month, anticipating 

the tax cuts and tariff increases proposed by Donald 

Trump during the campaign, 10-year Treasury yields 

rose 50 basis points, ending the month at 4.28%, and 

the dollar appreciated significantly against other 

currencies, gaining 3.2% in October as measured by 

the DXY. Long-term real rates resumed their rise af-

ter more than six months of declines (Figure 2). Most 

U.S. stock indices ended the month lower, with the 

notable exception of banks, which benefited from 

strong results and expectations of significant deregu-

lation under a Republican administration. 

 

 

Figure 2: U.S. real interest rates (5-year, 5-year forward). 
Source: Tera/BBG 

In Europe, the central bank cut interest rates 

by 25 basis points, to 3.25%. There are some signs of 

an ongoing economic recovery, supported by house-

hold consumption and government spending. How-

ever, the weakness of the manufacturing sector and 

the persistence of inflation at still high levels (4.3% 

per year) indicate fragility, especially amid uncertainty 

about U.S. policies on foreign trade and defense. 

China continued the stimulus measures an-

nounced in September, with moderate signs of eco-

nomic recovery. Third-quarter GDP grew by 4.6% 

year-over-year, slightly below the official target of 

5%. Exports grew by 12.7% compared to October of 

the previous year, though part of this increase is at-

tributed to the anticipation of shipments to avoid 

new import tariffs expected to be implemented by 

the U.S. and Europe. After the strong rise in stock 

indices in September, Chinese equities declined in 

October, in line with other emerging markets. Else-

where in Asia, there was a significant depreciation of 

the Japanese yen, where the central bank kept interest 

rates at 0.25% per year. The nearly 6% drop 

prompted authorities to initiate a series of verbal in-

terventions to contain the movement. 
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Domestic: 

In Brazil, markets focused on the government's han-
dling of fiscal accounts. The government has faced 
challenges in generating new revenues and, more im-
portantly, in keeping spending growth within the lim-
its imposed by the fiscal framework. Market agents 
are skeptical about the fiscal framework's ability to 
stabilize public debt, a sentiment reinforced by IMF 
projections released at its autumn meeting in Wash-
ington.

 

 

Figure 3: Projection of Brazilian public debt as a propor-
tion of GDP through 2029. Source: IMF/Tera 

With the government's hesitation in present-

ing a spending-cut plan, advocated by the finance and 

planning ministries, the Brazilian currency depreci-

ated by 6.2% against the U.S. dollar, real interest rates 

(NTN-B's) exceeded 7%, and the projected terminal 

rate for the end of the Selic rate hike cycle is above 

13.25%, which also impacted stock indices despite 

positive economic activity numbers. The prospect of 

a more uncertain external environment makes it even 

more crucial to anchor fiscal policy expectations, re-

ducing Brazilian assets' vulnerability to crises, an is-

sue that seems to have entered the government's 

agenda in the first days of November. 
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