
In the United States, this was a relatively light week in terms of data, with retail sales as
the main highlight, while payroll will only be released on Friday (Apr/03). 
Once again, the Middle East conflict dominated attention, with a key development being
President Donald Trump’s speech amid rising disapproval among the American electorate
regarding both the war and the government. The speech surprised with a more hawkish tone
than expected, marked by explicit threats to attack Iran with “extreme force” within the next two
to three weeks. The remarks reinforced the perception of escalation and added pressure on
markets, which had been expecting signs of moderation. Amid discussions around the conflict,
March retail sales data reinforced the perception of a more consistent recovery in activity
relative to expectations, albeit still marked by sectoral heterogeneity. Thus, the combination of
heightened uncertainty regarding the war—particularly its duration—and resilient economic
activity supports our view that the Federal Reserve (Fed) should keep interest rates unchanged
this year.

In Brazil, the focus of the week was on activity data, which continue to indicate a gradual
slowdown, albeit with meaningful signs of resilience in the labor market. The release of
Caged had a more limited impact, as it followed the PNAD data published the previous week.
Net job creation of 255k came slightly below market expectations (270k), but still represents a
robust result, close to the post-pandemic average for February. Notably, strength persisted in
trade and services, which showed acceleration at the margin after seasonal adjustment. On the
other hand, industry and construction, after positive surprises in January, declined in February
even after accounting for seasonality, reinforcing the view that these sectors remain more
sensitive to the high level of interest rates and that government incentives have been
insufficient to sustain more consistent growth. Another relevant point is the credit market, which
makes the resilience of the labor market even more atypical. The Central Bank’s February
credit report indicated a further decline in lending, for both households and corporates,
alongside rising interest rates. Although directed credit partially offsets this trend, the
combination of high delinquency and elevated household indebtedness stands out. This helps
explain why the strong labor market performance, with rising wage bill, has not translated into a
proportional expansion in consumption, as seen in private consumption data at the end of 2025.
Additionally, this environment increases the likelihood of further government stimulus measures,
with potential fiscal implications, given the perception that high household indebtedness limits
gains in popularity. Finally, February industrial production (PIM) came slightly above
expectations, with an upward revision to January’s data, adding another positive print for activity
in the first quarter. Still, a significant part of this performance reflects a base effect, following the
sharper contraction observed at the end of 2025. Overall, the data reinforce our view of a
gradual economic slowdown in the coming months, without meaningful changes to the baseline
scenario, but highlighting the resilience of activity, particularly in the labor market.
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Economic Calendar

In Brazil, the highlight is the March IPCA, which will be released on Friday.

In the International Scenario, the focus is on income data in the United States and inflation data in
China.
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