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Market Update: October 

 

International: 
 

October was a positive month for risk assets, 

with the main U.S. equity index (S&P 500) rising for 

the sixth consecutive month. Japanese equities had 

their best month since the 1990s, and gold continued 

its upward trend. The U.S. dollar appreciated, driven 

by strong economic data and solid corporate earn-

ings. However, the currency’s strength was more 

pronounced against developed-market peers, while 

emerging-market currencies remained broadly stable 

throughout the month. 

Despite the favorable outcome, the month 

was marked by considerable volatility. Early in Octo-

ber, the U.S. government announced an additional 

100% tariff on Chinese imports. A few weeks later, a 

meeting between Xi Jinping and Donald Trump in 

South Korea concluded with a 12-month truce that 

reduced the effective import tariff and loosened con-

trols on Chinese exports of critical metals. Given the 

interdependence between the two countries in rare 

earths and semiconductor technology, the agreement 

is expected to hold during this period. Following the 

announcement, equities rallied, and gold gave back 

part of the gains recorded in the first half of the 

month. 

In the U.S., the main economic event oc-

curred at the end of the month. The Federal Reserve 

cut its benchmark rate by 25 basis points—to a range 

of 3.75%–4.00%—but signaled that another cut in 

December was uncertain, contrary to market expec-

tations and the tone of its prior communications. 

Uncertainty about economic activity remains high, as 

the government is currently in “shutdown.” The 

standoff between Democrats and Republicans in 

Congress has prevented new debt issuance, forcing 

the suspension of payments and essential services—

including the publication of economic data—for 

over 30 days. Among the few data releases, inflation 

surprised to the downside but remains above target, 

hovering around 3.5% in seasonally adjusted and an-

nualized quarterly measures (see Figure 1). Over 80% 

of third-quarter corporate earnings have been re-

ported, showing strong profit growth (15% year over 

year). With rate cuts already implemented and 

continued economic resilience, the Fed appears to 

see more balanced risks ahead—between accelera-

tion and slowdown—making it less inclined to con-

tinue cutting rates automatically through 2026. As 

seen in late October, the Fed’s stance, combined with 

strong corporate results, could support continued 

dollar appreciation. 

In Europe, the earnings season did not dis-

play the same dynamism as in the U.S., with profits 

remaining broadly stable from the previous year. 

Meanwhile, the European Central Bank signaled at 

its monetary policy meeting that it intends to keep 

rates unchanged, even though long-term inflation 

projections remain below target. 

In Asia, the highlight was the formation of a 

new government in Japan led by Sanae Takaichi, the 

first woman to hold the post. Her long-standing sup-

port for fiscal and monetary stimulus helped drive a 

sharp rally in equities—also supported by 17% year-

over-year earnings growth—while the yen depreci-

ated more than 4% against the U.S. dollar amid ex-

pectations that rate hikes would be postponed. 

Domestic (Brazil) 

In Brazil, the stock market followed the in-

ternational trend and ended the month up 2.3%. 

Among economic highlights, labor market data were 

positive, and inflation figures came in lower and 

more benign than expected. Even so, the Central 

Bank remains firm in its intention to keep the policy 

rate at 15% to bring inflation back to 3% (most ana-

lysts now project 2025 inflation within the target tol-

erance band). 

Credit spreads widened during the month—

both in international bonds of Brazilian companies 

and in domestic debentures—driven by concerns 

around names such as Braskem, Ambipar, and Co-

san. It is important to monitor how these events un-

fold and their indirect effects following the signifi-

cant inflows into fixed-income funds, especially tax-

exempt ones. 

On the political front, the government continued to 

regain popularity, helped by lower inflation, social 

programs, and the recent meeting between the pres-

idents of Brazil and the United States. However, this 
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trend seems to have paused after anti-drug opera-

tions in Rio de Janeiro brought public security issues 

back to the center of political debate, which is a less 

comfortable topic for the current administration. 

More definitive developments regarding presidential 

candidacies are not expected in the coming weeks. 

 

 

Figure 1) One, two-, and five-year inflation swaps declined after the CPI release. Source: BBG / Tera 
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