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The local equities market has once again diverged from the performance of the U.S. market. While the MSCI shows an appreciation of over 10%, the IBX has suffered a decline of 8.6% YTD. 
Much of this deterioration is linked to the Brazilian macroeconomic and political environment. The performance of fixed income for the month can be considered good given the volatility in 
future interest rates. The expectation at the beginning of the year was for interest rates to fall to 9% by the end of 2024, but this has changed significantly. In May, the market began 
projecting that interest rates would remain at 10.50% until the end of the year. Despite the 25 bps cut in the Selic rate by the Central Bank on the 9th, the disclosure of dissent among the 
voting directors further worsened expectations. It is worth noting that the economic indicators released continue to be good. However, there is a perception of constant deterioration in 
expectations: the Executive continues to signal that it will not meet fiscal targets while increasing insecurity and taking measures that deteriorate the business environment.

Economic activity and inflation data released in early May revitalized the market. The announcement by the FED that it would reduce the pace of Quantitative Tightening (QT) also helped 

priced in only a 25 bps cut in December, now indicates 2 cuts for the year, with the first occurring in September. Equities also reflected this shift in expectations, with the MSCI 
appreciating by up to 5.5% during the month. Commodities continue to appreciate. The standout for the month was precious metals, particularly silver, which rose by 15%. Base metals also 

The index could have performed even better if not for the poor performance of oil. Both the expectation of reduced economic activity and the increase in American inventories were factors 
that drove the price of the commodity down. It is worth noting that despite positive results for the month, there was a reversal of sentiment in the second half. The release of the FED 
minutes, indicating that inflation convergence to the 2% target was still far off, dampened expectations.

BA&ES local portfolio posted a monthly return of 0.3% for the month, bringing the year's return to -1.5%. The highlights of the month were the international asset classes, which, along with 
the appreciation of the USD against the BRL (+1.2%), contributed positively to the results for May. International Equities rose by 5.5% for the month and have accumulated a 16.4% gain for 
the year, while Hybrids returned 3.7% for the month and 10.0% in 2024. On the other hand, the Local Equities class continues to suffer from the Brazilian economic scenario, with returns of 
-2.3% for the month and -9.1% for the year.
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The difference between the portfolio performance and the portfolio growth is that the latter considers the impacts of transactions and taxes.
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