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US Dollar, Gold,  

Brazil & MegaCap-8 
______________________________ 

 
Check out the accompanying chart collection.  
  
Executive Summary: Is the world “de-dollarizing”? Such chatter abounds, but the greenback’s role as 
the de facto reserve currency is secure, concludes Eric. While China has been buying a lot of gold, it’s not 
necessarily selling US assets to do so. Indeed, foreign investors have been snapping up US Treasury 
bonds steadily since 2021, and foreign governments have been swapping local currencies for dollars and 
investing in US assets at brisk rates. … Also: Melissa’s assessment of Brazil’s investment worthiness is 
an optimistic one notwithstanding recent flood damage. … And: Just how mega are the MegaCap-8 
stocks and how distortive are their hefty capitalizations to the indexes and sectors in which they reside? 
Joe’s got the data. 

______________________________ 
US Dollar I: Is China Dumping Dollars? The greenback’s role as the de facto reserve 
currency is the fulcrum of global trade, financial flows, and economic policy. It also drives 
speculation that “de-dollarization”—or the decline of the US dollar’s supremacy among 
world currencies—is imminent. That would mean erosion of America’s special privileges 
enabling cheap borrowing and large fiscal deficits. 
  
The dollar, of course, has performed magnificently since the Great Financial Crisis, up 
28.7% over the past 15 years and 16.4% over the past five. Foreigners’ demand for US 
Treasury securities has remained steady, as discussed in our May 14 Morning Briefing. 
  
Nevertheless, concerns are mounting about the outlook for the dollar, particularly given 
uncertainty about China’s reserves policy and gold’s surge to new records. They hinge on 
the notion that capital flows into America will fade. We think such concerns are overblown 
and see little risk of imminent falloff in demand for US assets. Consider the following: 
  
(1) Gold has risen to a record 11% of all global reserves, up from about 6% in 2014 (Fig. 1). 
Central bank buying has recently boosted the gold spot price to all-time highs above $2,400 
per troy ounce, breaking out from a tight range of higher highs since the Great Financial 

https://yardeni.com/wp-content/uploads/cc_20240522.pdf
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXd3qn9gW7lCdLW6lZ3mBW7V5YZW6ynk8zW8ZTB9H5NJcK-W8sdZZP1H76GhW19gWQY8vmHHrW4lTx1v8YYfN4W1QxnLn1wHr9-N6VssvSvddMtN64N05cv1JfHW2WcGHh4N_5b-W25CNVm6ykGyhW54NhRV4RqGlbN5cHL2DSZ3BDW5MqW1B11BMDXW4c-K6Y9b9WYmW90Lqy78XfzWkW5PKJ_j5tW2zdN8s7nHqkcGV4VNN5cP75J8q9W39r6-M81_RgmVZ-Y-x6NzwcPW3ZBR6h8nbH3zW7RVDLH93CwlgW8S9yX57zG7phW5zG4K77fGDhpdc1NsH04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR9l0HRW8wM-gK6lZ3mPVB7X1d7mJ53dW5MT2wP3fX4tfW5b_ppS4Wk2xMN3LYJh-TvSgmW34fmWW8XckRrW1m7Sc964SmtpW3cy0_K889tRSN2YggB_y8R5ZW4KHGqm4ym31mW8k0V_L1wBXC8W7kfY299d5y-KN77Qgvbmfw4cW3plxMJ344zRMW4ycQLS5swWXfMR-8PCbV7RzW8YzqL697MtNcW2_LhQ55n01cQN1s_CqphdZh8V93Czv5CYWtNN8669kdXSRGPW7_GTLW1fpbJlW12HnnT68CRS4W8sV3Tz7ZZlPpW3vkxPf8WfSQPN2Fz7WwzLB14N15Pq_sj5ZNzW7DwB8N7dJcZRW7HhpVm3J92Y0W8wpZdl6NB3mQW5QB3zH8lXNy0W6p3Jg-1GdhYhW7L-Dv93mg_SNW48ZHqK8rtf-RW2d_tBQ1ffn18W2NG2Zv87tJqRW96Zc-f6txXj0W1gJR4m7NYtzTW2b3THb4DbSlrW23BVjh6wL9kYW8QH8XT61VCC_N5GHlRNcZc8VVNksN497pM1cW1Mwz341kNRp8W5_GQrD4Jv244W1SFMkP1tjP88W8b_k_h7wfG3gW2YxJn06PwJCrW16TXc38VYgh8W7BJXTD4KZ3YGW5HLlyN8wz9cRVMHS-D2f9b_nW49prs49gmTQHW5RCW3H2PP6b0W1WLC2g8MlXljW67N6R41dkc33W22MVDR7BlF1HW6zxDHp5ftjddVBwGZb2lfYQTW2JnZRN9kXLPZW9dQCNN7vNThRW95VK0v7wFHhHW8c5QGc6P3Zz-W8PjfWq6Ybn3VN8ggHxtTv_kCN4hPqdzrbMFlW822Rp37LqRhbW7nPLJM7hlfLfW3FWxr49b1rzkW99sRV-4xg8sPW4HgjhQ865YbZW48qftL45xphpVZZWVy4Cx6jDN72Fwv9SCcY2N74qFVLk2NCPW6n-9rq93bYmsVhDCrp7fxl-mf8qvk2C04
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Crisis (Fig. 2). 
 
(2) The price of gold has risen a remarkable nine-fold since China joined the World Trade 
Organization in 2001. China’s need to diversify its currency holdings gained from exports is 
one theory for gold’s rise, but China’s gold holdings as a percent of its foreign exchange 
reserves has only recently surged. Gold now makes up a record 5.2% of China’s reported 
reserves (Fig. 3). 
  
(3) China historically held much of its foreign reserves in dollars and dollar-denominated 
assets. It’s one of the top holders of US Treasury bonds, an easy (and safe) place to stash 
cash earned from exporting to America. The big question now is whether China is dumping 
Treasury bonds to buy gold. Bloomberg Intelligence analysts cited in a May 16 article 
apparently think so, based on flows data from the Treasury Department. 
  
(4) China’s holdings of US debt in Treasury Department data have steadily declined from 
above $1.2 trillion in 2017 to a recent low of $767 billion, as of the end of March (Fig. 
4). However, China also uses Belgium’s Euroclear as a custodian for its holdings: As 
China’s Treasury holdings have fallen over the past several years, its holdings in Belgium 
have risen. 
  
Brad Sester at the Council on Foreign Relations (who researches the topic) recently 
suggested that China may be diversifying into Luxembourg’s Clearstream custodian or even 
the UK. We think China may be diversifying the composition of its US assets out of 
Treasuries and into other US debt (more on that later). 
  
(5) What we can surmise is that China is buying gold—but whether it’s doing so by selling 
US assets is unclear. For now, we’re not assuming any paradigm shift for the greenback, 
particularly considering the dollar’s strength. 
  
US Dollar II: American Assets Still Dominant.  Many pundits have pontificated that 
foreigners’ love affair with US financial assets will wane (or already is doing so) for various 
reasons. A look at the data suggests the opposite: 
  
(1) Investors abroad have been steadily buying Treasury notes and bonds since 2021 (Fig. 
5). A slowdown in those purchases recently has been accompanied by rising purchases of 
US corporate bonds. The three-month sum of that bond buying recently hit $503 billion (at  
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR9l0HRW8wM-gK6lZ3m6W25tVCM8Jb9YyW67W0HS3t4WKyW4MtgwR4TdtWqW6vGnqM1VMN1_VVMYmP3Z8KPDW4y-FpD4mVr2RW3p2zKm8RFfxPW4thgfK1MzH2lW4hCBLp810gpkW28kN1b4vvNGYW1lTlj91SbcXvW8jJLFp6cdQSgW4N7fs08bzjhkVk-NkN2SDD3lW4jnG1f6wC5TSW4C2BLv6C3VvYW24z3yr720SxgW1Sx5kk8zNT4qW4V_nNq5T6K_qW6kPJc-54w7p3W546Ddp63F0trW7T_TWg7NvzxCW88ztvp3bffdRN9cLwdtYdwn5W1TRd5Q6PdrgpW8JkBbg7kDwpGW8vkv9V43w51hW8FcXqY6ZZwL-W3gMHMS87w_04W2-nTtC5PfZ--W5qTb-d7-f8QBW5LQk6Q7k3sqXW3PGhjF70GL0NW8dTVlZ6pvdjrW4dCZz_4KKY5KW5Wsmbj6CWyTdW7zWKCG7w1KZPW3C4zqq52hsxHVzBWmB3XYCzkV-1fZt166bYBN1DH9N9TQC9rW2KCmKB27mv87W7rgxFp8KBrC2W1-m-1H8Q5rHxW3kFBbB94KPb1VkGVbz8wrPSfW3JJ5R41BMXZxVy-4Z260NZVtW40sjRB98lrYSW7L135w4VHmXRW8q-KV788kyc-W7V_m5W7HxGMhN1ykjQHgSWpsN57x5zz41bhPN7YfRYkVwKbkW40pmBf6kV1H-W3SXPCF6jGbfhW2TqBSc59cWLNW1YmgVH72htw0W6kZdz020QscVW2NybJm991MkvW2g8QJH7C1HSLW33zRgV7FclWYW3l_vvG8Z3HL0W34ZP-w475RcFW5krZpD5vVh3-N1pPsKYjbc48W3fZNPZ3nXC5jW5kl5Tr4pJRB7W506N8H29VcwRW1t_ywV8dmn1gW1TC5y53kh3YgW3BQzHM5yQp-MW4P8LW253Nt--W717zkd629JLbW6jqS1D21Khj3f7bRQqW04
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an annual rate), the highest since 2007 (Fig. 6). 
 
With the Treasury yield curve inverted and a general preference for longer duration assets 
than Treasury bills, it makes sense that investors would seek more yield from investment-
grade corporates, particularly given the strength of the US economy. 
  
(2) Treasuries are generally considered “cash” in global financial markets. But we’re seeing 
signs of even greater demand for US dollar liquidity. Take the Fed’s Foreign and 
International Monetary Authorities (FIMA) Repo Facility, for example, which provides global 
liquidity by allowing foreign and international monetary authorities to temporarily swap their 
Treasuries for cash. Balances have risen to a record $370 billion (Fig. 7). 
  
The Fed also has dollar swap lines where foreign authorities can exchange their currencies 
for US dollars. Usage spiked to several hundred billion dollars during crises, suggesting that 
the dollar’s status as a haven asset is not under any threat (Fig. 8). 
  
(3) If foreign governments wanted to diversify away from America, we’d expect to see the 
official sector back off from investing here. Instead, we’ve seen inflows from foreign official 
bodies grow to a recent high of $173 billion over the 12 months ended March (Fig. 9). 
  
(4) America’s $1.1 trillion trade deficit inherently demands investment flows into the country 
(Fig. 10). The current account (trade) and financial account (investment) must balance, and 
many countries find it both simple and beneficial to park earned dollars from exports to the 
US in American assets.   
  
As global central banks begin cutting rates, higher interest rates in the US (thanks to the 
strength of its economy) will only encourage more investment in the US.  
  
Brazil: This Too Shall Pass. Melissa and I expect Brazil to recover from its “Hurricane 
Katrina moment.” In recent weeks, torrential rain and huge floods have displaced more than 
500,000 people in southern Brazil. Authorities say that it could take weeks for the floodwater 
to recede. The government is sending billions of dollars in aid to the region. 
  
The downpour didn’t do any damage to Brazil’s MSCI stock price index. As of Monday’s 
close, the index trades 22.9% lower in local currency than its recent peak on June 7, 2021 
(Fig. 11). The index’s forward revenues, forward earnings per share, and forward profit 
margin all have fallen from recent highs as well (Fig. 12, Fig. 13, and Fig. 14). 
  

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR9l0HRW8wM-gK6lZ3nnW4J5QF-3HW3FtW2Z-bqY5HPv0sMsg_KFYxnz0W2ygrQ-82ZSL-W1lMmtP5Z-d-hW1mVvy76yX7nPVgnndX8q7drqN81S7WFLL1gLW5S4t9F6Z7lgJW1wfLq53BlsytW3M8X6K89n9rTW92GjP63DwfFQW83cKNH3-yfW0W8RBN3M3rwn39W8TNCNQ1K_pyJW426ZFl2Vz1wTW5s74Nk6gfk9wW586cWd3Jcx7lVT0qwV40FkKmW6-VZ0-1QDFXrVy7ZC63TB8wbVf55KC2jZ5fdW44v_WG3lXVyyW8KvzBf97Y5FcW4CrCr-52sBtTW5mx9yV3zRs0DW7D0BYg7fwnqjW6m85zb168qH4W7fKFrC6FT39tW3yycf_1XGgq9W7PGMGL2-6zZvW5-qCnj2P-RZdW7-kRTp2pSXKVW1xJK2s3Cd6vKN7KWZKDpFpL3W3F_4Lk6ZVHxgW6cCJ678402d-N62Vh-28klQbW2gC8Y_14xyXQN7SVFffHZZrlW1JQ9xR67jXF2W1wPFvp95DHD9VN30MJ10KmsBW86Jd4X3DR_15W76bQxF2Kz_P9W4FfG-w2J93FBVZdXyK5Y22F4V5HymG737BnPW5Tqqt68qfdytV9t1B54rvXxhW2GZ5Rl8XFrYRW580TJ37nGGCLW8Y9PQ-7snh4yW8JnJDR4dlMggW3QDkb96PSWyCW2Sv6tZ7Hm1TqN4ltzCJ40VRMVSq5-Z6508mdN5mSHFnCcWhfW8n_9nB7SGY2RW439H4Q8tFl47N8WNCThBgTT_W7BcDGP1k2nyCW124Kjg2XwJVVW5qTv_S57TDW9W92VRXw7XZrBZW56D3c96Hn6NrW4kCdhs3lkqsXW67yRck4wms3_W1m-j4m5Z6Zp5W5f0MTB2x53mlW3ClYW36hGvQvW8fKTPt9h9pDdW3pkCht1gf0QbW4J4Vx28mh4m2W5BfMjT4jyZk5f5dW4FH04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR9l0HRW8wM-gK6lZ3lMW3D39cg2cGLM3W4hpvv72bJpd6W5S2Zk91yP4PpN1cC7w6lv7rCW8Ps6Cl9cLgt-W1VLHSS4YjYZQW6gyJSj5vYSv5V-53tW7dG-YXW5V5Cb735JbMPW3yR8Ht2y8mLMW6s3NcF2kn_4CTdvWM4hx6cFVQnF0J7SkbhGN1YsZH7f6cN3W3bz88V2Skr9tW7b-xw76ztTkTW8jbW8R97NryyW8-Ht0S8Dsn1yN5RsyCgC7Yx5W3mWkDj1hDmtMN11TQvh9mmMYW3TRMln4hT7zCW2-D_lV4JrvflW23vZJk95bG_BW19wtf-57J135W6Z53jG6GPBHpW3DZqq7914vHLW2CzPkv410rQxW8tpfsc5HZrcbW2xR9_85flz21W3nFDFc1ZBxgkW1WQxJW3ybHNfW85c5Z05c3GYXW1C9Ph52hs9wsVB5Phq52f331W3lypS3598wNgW15B8X21RyGPTW5h1Khw3cfL8DN72MLW0Gyxj2W56zXHX8zQQ58N5Fvcxvzn_LLW8Bjzhk69wV3XW8GYQkX8lFGDZW3PHx6495d6qjW8Yv0Dc36s3yGW35B8Dz10cfDQW1kPCjk2BRT0qW8LFKB-3MLXGzW4BRcjR62PFkcW3X22TM1kMxsjW6dhBjM85brqtN1zcqCGrqnyBVSGym72-r9mQN28fP08VWv4XW7YTh1P7LZZ0JVPwXqr1CHCFlV2vJXt5YrZMkN7kmR5G3sygGW69W1fy6Sbrp3W4dWjfJ2RZ2_YW2J7K3F2hgj8CW233TSW4WSSp8W42GwzM5XjnFlV8gXhp4QZVV5W65hqvL6TGMbxW2XFMj17jlpxcW2rh_5k7lHVrVW1k9-v78PvnP2W2SlnqJ2nf0BsW52_vSG74YBprVDc2wX6fxWwqW9krHVG5gb1ZVW3rcMGZ4p1pRGW8qM0B31DpB3cW2vbqRQ44R3rYVs4gfK5dwt0nf3CG8zH04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR9l0HRW8wM-gK6lZ3mrN2bKgWtzJdtVW6MZNtk1J3nCRW5NFVYM3sdXQyW3_sv2s21wHbhW4ZXRyK27VF7hW8C_nH14xhy2tV7NtSk2gwYp-W25Jzd27LJWBjN3LDqzYPZP9GW9bMGpk8QCxwbW63L8r95K0KpcW2tmDR93dVNY3W64kqyD4WJMDSW5Q1Zch8MNxbtW6P6gDS8RFxXLW63X_h68qGyddW6-5y154Sg-3HW1dfZtS2lSw2SW3t9C8x1gT7kXW3b_87z7r5nRrW8FncPR7JfHFvW493p70119HZYW1C0BXC3y96HZN2pwQycF0xPtW37Dbxb7n8kdDW4fQY7h5Rl5y0N2ycShJ5nYPlW34BlLS6LZxcJW6ZXDnW16w9YKN7w5KgtwF7mqW1f90tv2TgJdXW213lqx4gfhWTW6LPZVW1ptFP0W3QhscX9hy5L3W1qgn-M6ZcRdCW6g_84q28QHPRW7XYnMd4dr24vW6-r84S6gwVzbVfwg1p3M1KXcW3pVgc188BZNxW58KdjB87Xd9JW1TrymR1-gsDFW5pSz4q3C09SDW69Zh41953LKYW5TT_xH38G8LlW16Lb4z6d_yVDN5Wk4FKffs9kW1JX-9y4pvhK0W3B0GR06dpVLCW2FzSBW89vzgvN66Fwykh8tcfVxyF2m2vSHgYW963NGc6nB4VzW1PyDXS5sChrGW1dvz2Y7-P6ckW5rkpc31KRksfW7CBJn93XtSqfW8LlRlG3WRQSCW5SH55N7c3KzSVhbr6l6YxTnRW7xFjz05CfG-xW2N5RrY7p3DWWVYqNMQ5g1pMfW2dd_mX6Qlr3fW1N_SqZ49Pss3W26nbRY1vJ01rW27HHy85yFr3XW2_96RF6G9NC1W5zTd3B70lvXxW5lLZmC58GjR7W19k40B84z9QQW83MgBL25Xg34VTbWCC5vNM1hW7ZJsbf2CH4rKW7rpRFN2dJzT7W4zdysN8zcX6lf45hB3b04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR9l0HRW8wM-gK6lZ3pSW3J4PHT8fkV8tW21hhD07b-Rn9W8bPdgD6m9gscW18RccV7j2XztW4NMND05JrxdQW46Zdwn2RbPsmW7gxb_W4JwmG3W3NdphG7p95QVN95Lq3YWw9PnV7xG758hKVw-W440RqF44G9YDW69GQyS5m0mNyW2nhhfF7rst-4W8WvyYG6FQ52BW6v9PSK7kfS5yW3gyQMc44WDR6W7mRpXS75f-74W3bNB8W7DF5wDW27YPgf5jl7h_W8X8kJ386L7XdW3Hhmq119hllXW4pzqs_24S_X3N6LfNDyZpJYZW1QZlTt7RQd2XN3yWbgkc4zxdW55mNjs3rwPGcVwxf312kXM2gW2RxLSc8Ms6T5VRcZtc3rwrR0N7NpsWCLKk4SW5k4R_P8Tc3kkW4RBv661s_7rrW9l1d5B4bJXBFW7nxXHL2S1WsZW333VsY103NqmW2hnRXX7ShvGSW4B0QKp10yNqlW1Rz3yr4XRRc8W5L_ZmW6C-GZsVh0Bqj51LBr5W7q46Hb97QH_4Ms2tyVjl0sjW1PGRNd93NfDrW3Jb_mR46k1KtW2TCDXp4s2SVMW1NwLgw8-k9l4W8v-bx27j06X2W7Sbkvl6g9vfdN3tZbgbS_G5pN29_r4rGZ1b0W8PwDY-11Z7YlW5xKL3c2BHQx3W6M-4YY7dQvNgW866h8W8CfrJNW5BKMxx5h6wYnW7_GRQZ8SjgRjN8BJlTMnrBXgW2kXG112bhntsW8DnG945lBHFqW2HZ1D82TnNYPW1xTSGm6f2CldW9191Bk166x4XW1wJWJf6ySjScW7j90vW48shQRW51KbFQ62wCN8VqXZx85NlvcVW3hZscM4d5S3wW8tx3f792xGP3W27YK9s2C8gxMW6DKP6r2G2zc4W3qcl8j5J5ytgW3KSyKD1N0gWyW49ChYY8sCPD2W1W77Zv9ksPnRW9hGLSX3pgflQW1q7l601y7cb6dY1NqC04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR9l0HRW8wM-gK6lZ3lcW6L-19v4csTghW38kfTb5rSSd_W3xQV_75q0SGdW7sCcfD14cXpBW7wxsqC2By3lzV3300h8sRWLWW4X8ZYm1j_S3gW32L1gf46nzSxW1lfS-S5rGVfYW1KzvwD5_v2d5W2pXhcL51q-XCW8GlzPc3zHMj0W3XKg2l5cmgyJW7-Ncbt4xwls8VLnwd79khxrpW92DJ5G60LMdPW3RDcn78pb19MVQwj947l7w15W24_4n98P9ptgW1r1rP_1S1g20W8CM-k55rgFBhVrHj5Q4ddmg4W2s6Syl4TF1pRW8w1X7P6SQQYDW2HvKwk1gZVmgVrcK9r6d2nkxW8MgRkW5Z9LCyW3j7SJb8t6ntmW5Vj67v5qksdtW4ZHRFp4gyyFsW4R9Fvm1NGTkNW4nmF9x3zFkR8W8jBJGg2KDjLHW2Xd13d3bsC4mW1xlGTM538tTPW3szy041-8sL8W4cGv4s5c3xgVW7rKyg17JTH84N6YChyls6Jb6W3clLRL5wkWLwW8gwChQ4fzx_0W41qcqZ8ryG9PW6QMGY129zwyfW3QxNc93YzzCxN56jCDs_C-5bW4LttHx2Z0BFXN4PpLJpZ92KtW1LBPb76KSQ1MW9l8m_L37L82bW3J_lLB8KSN-xW4Hsjv11WJ8wbF4-Z4D4DD56W5W74Z44w-ftjVL7sKb1YdddfW3RPYRC2SG7y8MhZpV_jlP2MW6LwDVN2cNFmpW6gLT2R3z18N1W1XDtbv4Yh3c5W5Sz9M_53hF9LW3_gzJl87HNcgW7v_W1f4_w__BW6DQX2B6-nBJVW66zQT-86D1ZxW6kSHTF5127kbW27jn9b8y6xLHW3Mm1vN3pYtp5W8hkGyk5TNp6KN1x-WfNlgHypVkr__J7LPtH3W4kmg8R3fccCvW5JMJ3t4jSbcTW5Z_TQ481hNjjW3p6cCl8ZR1SQW1K7F451HXD6yW8T9Q4L95BKhVf6D4fhl04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3l8W6Z_1Pk2q1-29Mly3Nk7wRplW8dQS6W5j7YJzVHHh6n2_X_9lW5XMn3K6pKkfNW1T_L3z51DZtlVmv0gz7VDp3YW29_jfH5wT_ZGW2q7ZCk5T70BrW69hZN2688vyHVNXX-m2KjkqnW4mMPjc7mqjgGW6TTZDg6r1jh_W4TtTXK9fMxMQW7NMnHc1x7QnRW5Y2KNH1xgd68W4r3hp62L11BtW3KjjgH4Ycpb9W2Dcctk2M7q7dN5sL3T_wpgQ2W1KZ-5d8H2-D9W4rgfB_1dRP0WVyKnk22djnNKW19GTlK7gH_qvVx_FNh3Gj4GpW3Q01Yv6CXPJJf5v9R6-04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3mhVCbFsq45CgG6W47-yhL6YplS4W2sgvrc7Tt3v9W974VNm4-DJvQN16G7KwMMzZzW5pxbLm5TLGyKW8wcNRt6HzRmzVxJtLy88GzMpW2Pl1Qh2_XK0NW461ck614srdSW4WgH2Z5-F6xNW3gtzky2Zr4mBV1ChGD6bXjkRW2Sl24k8zXnb2W2c-HJq5YcKbdW1T1Rp88b__d5VHQ2fP58XXvYW6Cd2T64Y67ZDW6JbqHy6_bgSHW6Zgl5y33lJ-HW3CKYq81X_4KJW4PZhw14VGsZPN7qydkfDDvWhVK-XXT8mQC20W5mhw6l3c6Jf5W8P0Qk61RC5QPdgDCpv04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3mxW6Mv-ZH7dGxtPW47KJgG5zRdqgW4nZ9Px7VHz5lW1n3q3s2DVwx4W8fMT6y5SWyMhW2R0Ln24Zh3b2W5JT-hG4Qw41pW84xZJn29-b_zW3504vv24YcXSW3cfvyF8VHmMQW8l8CLq7pTCPwW47qFGf5bqDbtW7GzJsf7Jzh2FW6_4D7G948k4ZW9m0kN42MD1tSW4gSL5j714SkpW7DT50138gSDjW3QqDL-2DmVmlW633dJn362pbFW5sDj8668kl8KN8zL5B8BgRDCW6zfBr25S5gclW11gqtq9jdKQwN6RlpZMG839LW39qR5Q2gs_jLW7bWTqc6NzQxVf4dvZcl04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3pyW7qTlWw6WLZFkW6D4fhD5_s-TrW48ZdNh9bjcn-W3Rg3X89fZP6nW8Qgvyp6YS7DDW3p_HqK8c_r8LW7QFgK48tpTytW6lkb-y45G0S1W2vQKFr6l9bJSL1NVgrHTH2W7BQ7BR8MZpyGVC_mHw695BkFW6Vcp0l3hqYl-W6-st7k49bfqWW5lms547r24zDW6C9ZFS1t9VvSW6g0mf_2ZS7QzN6_x_PXtYGS7W3RwzZh93XGcSW7fVSjM4HsvckW7rbDHb5MLym-W7j5dbv7MWPrdW1HgwVg93Tf1RW6kG2jB7yZcrKVZ6mpr1r1yBDW2WtVxx5M09f9f5LH7Bb04
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A beacon of hope in a sea of troubles, company fundamentals are expected to stage a 
substantial turnaround this year. Analysts’ consensus revenue forecasts for companies in 
Brazil’s MSCI index collectively indicate growth of 3.2% projected for 2024, which would 
follow a 9.8% revenue decline in 2023 (Fig. 15). Expected earnings growth of 0.9% in 2024 
compares with a decline of 22.3% in 2023 (Fig. 16). Valuations are under pressure from 
some commodity price weakness, but the index’s forward P/E of 7.6 as of Monday’s close is 
attractively near historical lows (Fig. 17). 
  
The country’s economy is highly sensitive to fluctuations in commodity prices, which have 
been weak since mid-2022. However, commodities prices may have found a bottom in 
January. Whether their recent rebound is fleeting or sustainable is debatable. Rising copper 
prices usually reflect an improving global economy, in which case we can expect commodity 
prices generally to follow suit. This would boost Brazil MSCI’s forward profit margin, which is 
highly correlated with commodity prices given that Brazil is a major exporter and runs a 
trade surplus (Fig. 18). (Major exports include energy and oil seeds.) 
  
We don’t see the temporary flood damage to soybean crops—which affects only a small 
share of Brazil’s overall output—or investors’ concerns about turnover at the helm of Brazil’s 
largest state-run energy firm as major negatives. The latter in fact could be a net positive if it 
accelerates investments in Brazil’s energy projects. 
  
Here’s more: 
  
(1) Growth on balance. For an emerging economy, Brazil’s real GDP growth has been 
lackluster (Fig. 19). It was up only 2.2% y/y in Q4-2023 and fell 0.1% q/q that quarter. But 
supportive fiscal and monetary policy combined with a turnaround in commodity prices 
could mitigate the flood effects, buoying the Brazilian economy out of a potential recession. 
  
(2) Exports demand. The yearly percentage change in the 12-month moving average of 
Brazil’s exports sank from near 40.0% in February 2022 to below 1.0% in November 2023, 
and recently turned up toward 3.0%. The unsmoothed yearly percentage change can be 
volatile, but it rose to 14.1% in April from a 6.5% decline in April 2023 (Fig. 20). 
  
China is Brazil’s top export destination, followed by the European Union. Recent economic 
downturns in China and Europe depressed demand for Brazil’s products in recent months. 
However, China’s recent stimulus efforts to revive its property sector could boost aggregate 
demand, as we recently discussed. “Green shoots” in the European economy could indicate 
a broader recovery there, similarly supporting demand for imports from Brazil. 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3myW48RLWz6LDYB5W3bt-sT8y3HDkW4W7GVV86sbTPW4FQg_728T79pVs2GNW3sfwmWW7JR8lX1Vw7rnW5pThmT5Zv7DDN6Pds689RrflN128X8J9RK9SW165bkM65Pvr8W6tX9jP16-bGsW62zmFR1w-s5cW1ZMzrk63j7VzW1H1Fcf6KbfptW3FYF4f8b9YwGW2CvRNg9fT7TfW4sQsBm5lb6zzW4JY9FL7CGz6zW7FcyYj8hKkmQW8jwcPd767XbDW7rV15c6X4D4SW6FRtm736gxJ5W59sYHK9b92DCW6903xp2tz_2ZVpHYb572ZQXsVpVjqx1LmK1xf9fQPzd04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3n_W4bwYXy7z__BQW95BNt48_ylD-W3dfN6x7WpT_4N57ws3WYTwZWW4JkYq26rVNTxVYJD3Z47tQr0N3QZSmbtk45zN4T0T62wv2hNN3sjTzxRLppMW7TvDtj3X66PlW3ZQmHk8W8ws-W7c-qV741khYNW6jTb042ksZcDW2r2Br96BQcCqW6ks5MQ6ybBVMW1mjvqN323bJLW7gj6ZL67ykb1W8lQgRN42Xk16W3pBgnl40r9-RN5BW1n8H4sj1W1smQfq2GBr7vW3vYYgz8QrqRNW6bTZB64sZBgrW1kF4rx1BvYV6N3kNwyvg4CKyW81nTqL4vsYGBf8QqrbM04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3ljW2Wny386vDLWjW8_S3zv5yJNHZW6d0Zcb1lvR4qW7-08-L2YSC9cW6wnpQV6jMsbBW6LWFMF3MCvg1W2RzJ3g6Wk7DBW60XBfh4Kw0llN5qXcQSY5R9PW1nX4Qc7rgZyYW8br22s5X5rZ-W20X-cR6SZ4NWW5Rg4w73r7ZYmW5t95DG13jt22W2Q2xGr3f95NTVpM5Vh4yhBr7W1p3vjc6ywHYSW86DdJ6935f15W4yJnR255lR3LW6bVhc_5PLgfxN5d4PDnCLxqsW74bzMs6-Sn89VVCh3H87l6dFW8wFs1W2pCTHFW6qMt0q1tycpnW4PK8FS1j5GVRdfYltY04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQY63qn9gW95jsWP6lZ3l1W7-ckSf4RZvLcN1C0_F7cbtsLW96s3Jb7rdSNkW3v64Hr5fcC0VN94cvDkVmHkBW1JYmDG6s0BMvW8Q7dJZ5wPJN7W4NFB285RHVPkW7GJchq3Nk_Y9W53gxVM8tl7thVjN6gB6ZBw7LW1BQ8hc3HRZdSF4916fXBq8RVbqBtG19fxTZN8bWG0w3Lc5kW4F10J541K8YSVbJPxR3lT3b-W84_k9T7CFypkW7p38BH8PRJPXW1K5KnB4z22YjW58-rK52H7WgcW8t5K2K2YJwBHTc7BX1fzjbsW7FJ4048RGH_zW4Cmhy25NmMp1W18TDMn7wQtGJW237sPX8ZR6ZfN7KzfB024l-LW60CDjk6nB2ShW318xyQ4r7Rb2f75nyJg04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3lQW6d0V5-6b7-nYW5cn9f-4cYTY-W7QHH6v12v61BW6GfpXB2J1T2RW83wx-v6-Nb-FVzzMY133pWJXW6-LB2F3fQXv-W1Ckj0n6S-FffW15T86M5Dwj-6W5nXlwT3ZhBXJW3LHx3r8ChzLLW3qR92p1W9_L2W83-bXc7NDCJFW7jSpxT1RWg7GVHSSVJ3X3sh0W1rMND-2RDD53W1l6pl8778DbpVFTNnk84lQXZW6RqM948Csh9sVkRR8p5hVZfpW8wsHmj2mh470W8fd1QM2pmk_rW8Grrc68W19YrW8KpQmd4m4ydZW4j0R2y1PwXBsW1zRV1Q11VNKVf2cRH1P04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3phW4H8sF_53FcYxW6l3hkV80Ll7pW69D78-83Y9v0W95cc_N87YPmSW6BPSfD5f0vBFW5CG6ps8cfvwSVlkn018fYZRcMrlmr1SYW9qW93Qxkq2Sl_Z7W26S5Bc5NnX3ZW2xPR867SB4LLN8VgskKq38C8W7x7mlh12BbQ6N39zWy1L52YqW4M0Kqt7-WqbgW4630X-8tNVGJW3m-GzX3t9lFmN8dZfTl5cY6cW6xM_py81vbGpW1dhr7B6XDR81W8PjH4q2DrvYTW6rp5ch1G1GlfW4g5TV56pDNWzW5QPDtM7RHxqYW1wxn-t81S5czN6hqjRz2Fpdvf8lbj3g04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3p6VxnNjK1y5sLrW7zMh7K2JpHlCW2ncmH34vrR_4N6ssg_Dk4vJBVR6SpW2pc7HTW6JMJSV5pSD69VhY0TT67bjLKW3Fzzv48z6D2ZW5n15MR60FKf-W8tsdyV8kZbt4F45b4vQ58qgW57tYQR92XcBmW4N21XC3VjzvVW7HxZrq4ks3qsW5dvz1S566HzCW3XMzpW6Cw-KhW32FSdV5-psnBN3lZMy_hyB-rW6CmZyJ1QbVbGW4LgpR08PnL2WN2lSdGJQ3CsVW4ftD_S2K_9kQW6h1xB46T0jn4N2c_crzFTf78W7h41zB45mkNfW5lCcrn36PG_qf67L2ln04
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(3) Soybean supply. Brazil’s second largest export by value in 2023 was oil seeds ($53.03 
billion). That’s mostly composed of soybeans. The largest was mineral fuels, oils, and 
distillation products ($55.17 billion). On the supply side, soybean production cuts usually 
occur because of bad weather, but higher prices for soybeans could boost production by 
increasing Brazilian farmers’ incentive to increase crop volumes. 
  
While up to 80% of unharvested soybeans crops could be damaged in areas most affected 
by the flood, we calculate that only about 3% of the nation’s total soybean output is at risk. 
That’s based on estimates cited in a May 3 Reuters article pegging the at-risk amount at 5 
million tons and the 155 million-ton output for the 2023/24 cycle estimated by the US 
Department of Agriculture. 
  
Potential production losses for Brazil, the world’s largest soybean producer, bolstered 
soybean futures prices in recent weeks. Global soybean futures spot prices (in US cents per 
bushel) fell from mid-2022 through April of this year but now may have bottomed (Fig. 21). 
Potential strikes from Argentinian soybean farmers also impacted prices in recent weeks. 
  
(4) China’s ahoy. China is both the largest importer of Brazilian products (receiving more 
than 30% of Brazil’s total exports) and the world’s largest soybean importer. China 
increasingly has preferred Brazilian soybeans over US ones, likely owing to US-China trade 
tensions. If China retaliates on recent US tariffs with import tariffs on US-sourced soybeans, 
then China’s dependence on Brazilian soybeans will increase. 
  
Brazil’s total exports to China by value rose to $104.32 billion in 2023, a 16.3% increase 
from 2022. China imported 99.4 million metric tons of soybeans in total during 2023, an 
increase from 2022’s 91.08 million metric tons. 
  
(5) Oil tensions. After months of tensions with the government, the CEO of Brazil’s Petrobas 
recently was replaced by a former oil & gas regulator whose views are more aligned with 
those of President Luiz Inácio Lula da Silva (“Lula”), Reuters reported last week. Investors 
believe the swap is a way for Lula to take greater control over the state-run oil enterprise, a 
negative for Petrobas stock. Its share price plunged on the news. 
  
As we see it, the turnover could be a net positive for the broader Brazilian economy if it 
accelerates the oil giant’s investments. Newly appointed CEO Magda Chambriard supports 
increased production in refineries and gas as a financing mechanism for Brazil’s green 
energy transition efforts. The company’s five-year plan includes $17 billion in refinery 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQW2cjzb0W50lYqz6lZ3nSW8qzPvb6-MsPTW1FNPV_5CvKXPW573kv51pYxvJW5vWb9w7s3HvBW8XLmmk4Q9xy0N23ps-5xjjD-W219yzQ676ZGyW8lNq445X8bTYVKWJcv4-TxDtW1LGgcH91Tv60W6n7zxS3ddRpKW7d8FXf7fpmQwW2TWZ165WNNmrW14d8gy4MW4w_W7XTcHK8tpGMLVHLsJ01Vrv2xW1GpdXK7s_yJjW5fQtdB3DGMD4VBhC695pm1Z3W2K7Xtt4Bz7vxW1v5Wqy5rlYdPW10-cHh2DdfKjVk4wBB2BRHLyW7SnCjS1m9pfjW3R9CTg58TtZxW7QZrhq14FdhSW1LDLry5BF7lwN5ST6bQ7SYc_W6bpWLW7w31-mVQRK2726WJKyW4W16cC5HjqFtW7kG3fM4w75C4W3S0SNk7ShPCjW3JV5yC6QhCBqW8chpf01nBCWBW8kfypb7tM-nsW3vmvkn1d6pnPVLyhyK4ypFN-W4MQQJZ1s82nGW4FKfhD4JlSY2W92r3Z52w66Q1W149xbT1fc4wzW3hBY6s4zMQy2W5sWj3N1x_Zq3W5DVGfJ1Pn_HhVzwCF97hl_kZN63Zq_NZnHTYW1831g62xfB_MW3YnrqX9kP8NLW1PZpJj5CJM2PW6VJ99-5cV90zW36SSCT3stf9pW3dlKzb66L-MKV7bcCq3MKktKN6nRHw6Z4xsYW905zYf2BxFvZW7RL9jf1jKy3tW6kyQQ596qbQQW1pT7ds1TPbgmW69dv_p6kK_3BW4z5W0L3Lhv0mV3sGd_3Q7wq4W4knDYh3L4y4BW4t6x3j67rKG2W634nJD5CNh-rW8TWwLP7tB4dNW57rcmt8sjzQ-VcNjJK2Gdz00W1fFRKK464BTSW8YQRkQ42PcvGW5zsRyJ2xPWjYW2y1c-d8Zkl_KW5PZzbY3pMMgQN6dqXzFfYcnxMVcHbWMZ279W41MSSD52G9RJW4znSHd4ptG5SW1ZJDF_3qb3MLW1S7NC712BdJVW2LVR7C24pGXgf2CSmpT04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQW25nXHsW50kH_H6lZ3lJW3WGC2P8f0Hb6W7FclLt6hBBPzN72mgjBnnlqGW6_mhh09cqdM9W2qT5hG51s_8nW5ff9ft7WxRfnW3HjS_j5ZYcWSW2lJlw289gdscW2_mVPH6PXYxRW4ycZLV44z_x0W7KXN9P2DM1DTW8GWD8g4Pzc0XVQ8DT29jc_KlW7byVKW8kXrmSW1_7T8r7SN7DgW4wlgZF2w_Gy7W62Sr_C7snpQ3W4H-PC_3bdF0_W8gpTxf63J_7NW2Grqs53CnfF_W4K-40673JzkSN3g24frZ2WGwW9dkZl48HJljNW35f5cx6hYPTdW48sJFG5l6JKGW7Hg1rL49ZcGrW9dLLYT8xZhKMW4LdxDs2475qfW92_fKp8nnspdW6yJwgr2P315vW6yhL7R28j14qW2Cp3Ry4KGlhMf1KRZQF04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3p2W4RNV3W38ssKNW41FN1k8wZcQRW2pS2fj5KG2GcW65gYWN1HtsRGW8Ff2633xLY08W295fQd9j2S54V9Y_JV5pljb6W1xX4z_2Hps_7W7s3Tl778xnv2W7c8sL-3WZ0fdW3DHD-j2-snqsW1CRBvr3P-8C0W2kXMFX4pRPbtW6-NjKS3WBsxYW4xhBHK2_W2fLW1vr55V2qrHBpW6MR4CC67FK9BW52XFjT9bzlpMW6vlzJW3Kbk1NW7kw2NF40_y0BW1fXSSx7RZwYwW1jJLVJ7wgCzjW8h6w9q4Q6sdfW8GCf5d4NMNwLW1_4j3433VkDGVcSRqZ6hGPQvd5-kh204
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXd3qn9gW7lCdLW6lZ3pPW1gB-sk5fQhh4W3fB0hS1RNR2pW5cGWkX7tVpv5W4bDS9R27VR5VW1zMT539gS4FDW1nyTsQ1BSn0YW1rb9CT8hJl_VW5N4ZnY9b4-XVW8hgLPr2hf-H4W5Vzv0v5B3-_pVzQMlz11lXw1W8N_vyQ8CJ4GXVrFspY778kQNVf3zMN6-j6s7W6zK8Mg1T70hgN5NFL_XZXp7HN1gfbQ4jJBskW1y-KTT6Flq79W2-WdbW8ycZV9N7yR2x3HJbKgVfd8-58MTt70VxpMN34V7vfYW49ltw47YzKVhW1ZvCKw8w0R70d_Khnd04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQWF5nXHsW69t95C6lZ3mFW1gjxHL90d63vW3zLsKM758bq4W7y1hLX4_YJpdW4JS0LF726nRfW4cZPwL1zbtvmW4pkzGB99b5cyW24L4Nr7wctwjW84MXlQ6vZJxPW5s5yG73fKkblW38ggjK4T-LCmW8LZ14H955Qs2W3CD4D74Dg6Z8W3LGJQ94d1ZZmW3XJ-9J6F3TxxW2KXL3M9185TsW3sQVyR40vCXKW2GkBsJ8yL1KMW6YRt5M81yMcJN5Jd4C97QzHmN971kLNzXx8BW31hbSt8nktLZW7Yqg8b6HVwCyW42JPvm7mN9R4W2L-Rtf7BkCd0N4C9Ydybzg13N8n8PYR6rdjCW3JlN3m8TNkGKW1M6M143C3lZCW6xScK42zx6MBW326XV11vkXDnW2PLNNl8-2rgdW6vV0Q74JvB6NW9534Tc4PZTq2W77HD-N52mmvBW1Pd1mZ3jnrgSW6c_blS6vLYqLf6kWGv804
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR3qn9gW8wLKSR6lZ3p9W8J9lC25GnFbnN17fqGx1c0YJW5knsjc651sBhW6NyFbS1vHjyxW6p0Wbf7tzxZMW3HzF8X3qTBR_W8qwRzp5yN8RLN2b0Hl5K7jtJW5sgS0C3r6Fv0W5683p86kPwsGW32dlLw251fr6N7wh_8FBbd1MW5CfqRf5zpxx6W3zgG1C4BdY7jW8GtDJS9hrRNfW2xWYN51H4nx3VthQ8c6CZ1PWW68ybb_3ksxTwW7-c1wt4klY_3W7NrW4G1YCK3XVpjL7H9lrw_KW6D4jqz3_-5KcW54rLP21YSjrWW1qnJs52GDH_NW8CH0Nn22yjmCW2rzbf21HVdCnW8VzFLr4DDVS1VzPkKx2L4rRWf8vhgcT04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQY63qn9gW95jsWP6lZ3pTW2GcwJw7YPylJW4m4-jk6kWCsGVZBg136QzMm4W8ftHnC152MwzW2gRV0t5fY7g3W1Lhn1_45qhtMW19n7Fl375fCNW8hwmh151Jnt7N7rQ68jG3wM7W7glR841KSRPVW72vjlr8zDKqRN7xTVF_qsbBVW2_H2LH11w1vnW8H1rc93VbGtzW4P9hpb1RV7TRW3wqpJg7FX0BSW6rzw6T3Yw2MWW5cMjcV2PClBCW7VQTWc5KTyTqW29nT6M5jgmvNVghLdm7pPhrfW70wVyk8dwPBVW2t4B7g4YkDVxW7Y-T1H6CWKF4W3mR6bq2yskPCW33fLZG6kdRyjW5Fp-sB2zPRxFW7DKxHk43Nw-JV60dSb1Zj2SzW8DzbBz3hjW7Tf4Lf1tT04
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investments and $9 billion in natural gas and alternative energy projects, noted Brazilian 
Energy Insight. 
  
(6) Monetary policy. Earlier this week, the central bank cut its main interest rate 25bpts to 
10.5%, following six consecutive 50bpts cuts from 13.75% in August 2023. If the flood 
damage reverses inflation’s downward trend as we expect, the monetary easing could stall. 
  
Since August 2023, Brazil’s CPI has been cooling toward the central bank’s 3.2%-4.0% 
target band. It’s down from a recent peak of 5.2% y/y in September 2023 to 3.7% y/y in April 
(Fig. 22). 
  
(7) Fiscal policy. Brazil’s fiscal policymakers have added to the country’s debt in an attempt 
to support growth. Back in 2003, the net debt relative to GDP was only 40%. It neared 70% 
during March, and that doesn’t include the latest flood support (Fig. 23). 
  
CNN reports that Lula has pledged to disburse nearly $10 billion in rebuilding funds, and is 
seeking additional aid from the International Monetary Fund and World Bank. 
  
Strategy: MegaCap-8 Still in the Driver’s Seat. The S&P 500’s price index is up 11.2% 
ytd through Friday’s close, making new record highs again for the first time since the end of 
March. So too is the MegaCap-8 group of stocks (i.e., Alphabet, Amazon, Apple, Meta, 
Microsoft, Netflix, Nvidia, and Tesla). Their collective market capitalization has 
outperformed the index with a gain of 17.9% ytd; it was at a record high on Friday. The 
group’s gigantic market cap has continued to push the S&P 500 price index higher—as it 
has been doing since the pandemic—but less so this year. Without the MegaCap-8, the 
S&P 500 would be up 9.6% ytd instead of 11.2%. 
  
Still, the MegaCap-8 commands an outsized market-capitalization share of the S&P 500 
and its Growth index, as well as the sectors that house them. Most are still near their 
record-high shares, with the exception of the Consumer Discretionary sector, as Joe 
discusses below: 
  
(1) MegaCap-8’s shares of the S&P 500 and its Growth index are near record highs. The 
MegaCap-8’s aggregate free-float market cap accounts for 28.2% of the S&P 500 index’s 
market cap and 51.1% of the S&P 500 Growth index’s (Fig. 24). Those aren’t far below their 
respective record-high readings of 29.2% and 52.7% during the April 16 week. 
  
(2) MegaCap-8’s sector shares mostly near records too. The Communication Services 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQW25nXHsW50kH_H6lZ3pPW3X3lPt8hrcSLW6hHkLl8lKxT6Vg9c_b2Q06ZGN57cB7lkCx0CW7Fn-8379tj8tVmc0QM2RhVzRW7vN0cB6f8_mdVWX3SZ6Fhcb0W26xq3V23nhLrW73_dzD7slJ1pW5YDVd8959TPmW1kqSng3ZCgn8W2yflZR90-27nW7H5Pv11Cv9LPW5-BgPy5j98sFW9lR0Rn6BFZ66W24rWw38Xx_vcN1jt4s-Z4dx_W1hs6dW6S9sCgW1QVcQK3T_L6wW78rTGM43ywBgN6fZV-X79nWgW50YXvR3yFxDGW63DX3h7P0BxyW6TrrVF8B2SHDVblTH_71ty5tW2rTpgd2QGtCbVGB8gk7klT4hW8980cN5LqXf5VDtqpv5VTFlwVb8lvZ256QgyW63XkQm6_Zc5Lf7crtqC04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3k_W5lmy5N5J-2nQW5yMpY54YBxRQW63Tx2Z6Cnx1jW34Cmxy3Hh-VWW3sysbk8gzj-DW1nCQXG4Rxx3nW8GJ8ZB6gsvr3W1mNPSJ6MxJpGW8q5S7B4qSWLRW2lql4S15fS_cW2LTDQK72cj4PW3RMwhn6F7DYVW5TrcR26CM7tTW1SfH6d4LhTPfW6TFxmX7Gw-w8W5TNNlb6w3LQQW1tld55134gYWW5g-Sdt6C7pQ7W2NdMpx1-X0TCN8JNNfk7QQtmW2P-yqY3ccxnmN9dJC5gfQLPnW8jzjgb449p87W7fvCXL262BVkN1DdpPL8K5j1W1_cHVM16N-w6f8Z_rlj04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3nWVQV4XX3L4mnNW2ZJ0fk31GPsRW3xGX5031s8cfN4j-yk_tVMGCW54RYc050Wj-3W1xc77x2-12gHW36q0r53KxptSW6TMvtN5K22-MVwX5R676_R_1W2MQzbF46kvc7W1rRN3631T6d1N5FPnvNw27hdN6mf-5Vky7y5W3XZXZF5-v0HLVPqMV980gyj1W8-K_3_2l1dkVVZDl5v6zgq1KW7YmF8v8WlnZpN72fmKbf9vy2W5970D18QTfjlW5xCjXT6zMgx-W4dT8sc3P62L9W50FQVN4G5bq-W5Vv8Yd804TGbW3vkCt17yC6hXW7rXVrt7gYCRnf8R6b3K04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXR3qn9gW8wLKSR6lZ3kvW2fdwb43VcyNcW43_Jdl9gZwv3W1K_2R661chhNW541nF33ZrbkDMnVh5zY9NZ6W1CJQ1J2gXydTW2d14xb1vhjSgW7KsPvb5FsnH7N4JJcXKJBrwpN2BrMf791-_4W7Lzxb51M5P2BN13bj5WnH9GCW1kgQ1j13t1S5W6GKchK830HDyW6fkwBb2XSctrV87cTr5Y9DNsW29HNrs2692BBW2RQlFp13_gXLW3FKXPm8KDP_pW30smYY8Tp3c0W3m5dt158lbN5W3VBHzc2RLq_lN4mJ4x34LrdHW64rCZ34VHGhWN2LNMN883CbTW5H4-hQ14r3cfW1xrsV_3BCtjFW1kSDJ11fnxnQf7ZRWhK04
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3p5W2VDC3r7C_29NW4RtzTF99_cxYW1Kx_Yb17mXMZW5w96p31vgVYRW3Vlkjr4Lb-s0W3r3nPP4l6n6WW5YCwB56gLN0jW1lTWph2HDXp9W61CjVg5ddqhwW8M4gmm2khTLJW6QXBzj8hC6GDV-rqvv28lrk8W5TwFlV7PZ3WXW5wtSdT3QgqbqN2zkY2tGcr5sW5qzh4T6gbFq5VRFPRr98jZJjW6ZHJDG6tf3G2W1vGc1Z3bLwr0W35n-Zf3Md9NVN6F0TYhtw9PcW3bpDKQ3f9zGkW4451Vn83M1CRW6-npwQ7SkGflW7cZcRW9bYks9W3lPxm26DMV2pdq2dHM04
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sector contains Alphabet, Meta, and Netflix. Those three MegaCap-8 members account for 
51.5% of the sector’s market capitalization as of Monday’s close, which is just a hair below 
its record high 51.6% on April 18 (Fig. 25). 
  
The Information Technology sector has benefitted from the AI-investing theme and now has 
the highest MegaCap-8 market-cap contribution among the three sectors that house 
members of the group. Tech’s MegaCap-8 members are Apple, Microsoft, and Nvidia. 
Together, their aggregate capitalization accounts for 61.4% of the sector’s, not far below 
their record high of 61.8% on May 3. Tech appears to have taken the lead in this respect 
from Consumer Discretionary for good. 
  
There are two MegaCap-8 companies in the Consumer Discretionary sector, and their 
share of the sector’s market capitalization has fallen sharply from an eye-popping 74.4% on 
September 20, 2022. Amazon and Tesla are still whoppers, though, with a combined 
market cap that currently represents 53.7% of the sector’s capitalization. 
  
At a 51.5% market-cap share in the Communication Services sector, the capitalization of 
MegaCap-8 members Alphabet, Meta, and Netflix are just a hair below their record high of 
51.6% on April 18. But they’ve been on a mostly steady winning streak over the past 18 
months, causing their share of the sector’s market cap to more than double from a low of 
24.6% on November 3, 2022. 

    

Calendars 
  
US: Wed: Existing Home Sales 4.21mu; MBA Mortgage Applications; Crude Oil Inventories 
& Gasoline Production; FOMC Meeting Minutes. Thurs: New Home Sales 674k; Kansas 
City Fed Manufacturing Index; Initial Claims 221k; M-PMI & NM-PMI Flash Estimates 
50.1/51.5; Natural Gas Storage; Bostic. (FXStreet estimates) 
  
Global: Wed: UK Headline & Core CPI 2.1%/3.6%y/y; UK PPI Input & Output Prices 
0.4%0.4%m/m; UK RPI 3.3%y/y; Japan M-PMI 49.7; European Central Bank Non-monetary 
Policy Meeting; Germany Buba Monthly Report; Lagarde; Breeden. Thurs: Eurozone, 
Germany, and France M-PMI Flash Estimates 46.2/43.2/45.8; Eurozone, Germany, and 
France NM-PMI Flash Estimates 53.6/53.5/51.8; UK M-PMI & NM-PMI Flash Estimates 
49.5/54.7; UK Gfk Consumer Confidence -18; Eurogroup Meetings; Pill. (FXStreet 
estimates)  

____________________________________________________________________________ 

https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWtW0H4TLzSgVRGf-f8rPfLlQ15fmxGlN15bQXx3qn9gW7Y8-PT6lZ3mfW6vDx-V1vDb-sW8w4nDH91Qrt8W6Cgy9j2P-vWSW6k4qMh22JPV2N1vmk4gMVt4DW4bJGgZ5wSd5MN8ZMKyrw7H6SW7tH-dB2wQc4ZW42m5Zy5jJCRvW3TqPDy11KNwHW5mY1ZQ24H7MTW4zQD3H4rQ75JW2vMPQF4TYW_bW7pRCws5Kty2sW9g3pq-5lPLbBW5fSDR86lfzcvW8D1myG81rK4pW8W19Zd5gRz2xW8fyN4N2ZqKnxW6d_T3x2cNW-RW5NXgG-6t17QwW2XdR3S821j8LW61ty1f3VxdxxN2xzKxVQl0VyN10shXMkyKK7VzCFN35gRXV0f88TgT404
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