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 April’s IPCA-15 increased 0.60% MoM (6.17% YoY), below the median market expectation of 0.65% and 

broadly in line with our forecast of 0.62%. 

 Underlying measures saw a marginal relief, but inflation determinants continue to signal continued 

upward pressures throughout the year.  

 We raised our high-frequency tracking for IPCA 2021 to 5.4% from 5.3% (the BCB’s target is 3.75% with 

an upper bound of tolerance at 5.25%). We did not change our forecast of 3.7% for IPCA 2022, but 

risks are also tilted to the upside.  

 
 

Still an Unfavorable Reading, but with Marginal Relief for Underlying Measures 

April’s IPCA-15 increased 0.60% MoM (6.17% YoY), below the median market expectation of 0.65% and broadly 
in line with our forecast of 0.62%. 
 
The small downside surprise was scattered between administered prices (-2 bps), services (-2 bps) and 
industrial goods (-1 bp), while food-at-home surprised a bit to the upside (+2 bps). In administered prices we 
highlight that medicines (-3 bps) and gas cylinders (-3 bps) were important downside surprises—partially 
compensated by an upside surprise in gasoline (+2 bps). In services, a relevant upside surprise came from airline 
tickets (+3 bps), but this was compensated by food service (-1 bp) and vehicle insurance (-3 bps).  
 
In terms of underlying measures, the reading was marginally better (as were the last few), but the picture 
is still unfavorable and the recent commodities rally is a negative sign in the medium term. On the bright 
side, the EX3 core surprised to the downside (0.31% MoM vs. 0.43% estimated) and the 3mma-saar decelerated 
from 5.8% to 4.9%. Services core also decelerated, to 4.2% from 4.8% in 3mma-saar terms, while industrials 
core decelerated to 6.2% from 7.3% 3mma-saar. The average of the main cores rose 0.34% MoM, meaning also 
a small deceleration in the 3mma-saar (5.0% from 5.4%). Finally, the diffusion (seasonally adjusted) fell to 58.3% 
from 61.0%. Therefore, most of the underlying measures showed some relief at the margin but continued at very 
high levels, and as the 3mma-saar is pretty volatile, it is too soon, in our view, to make any strong conclusions 
about a better scenario for short-term inflation—especially with the recent rally in commodities prices (mostly 
grains and metals) that should renew inflationary pressures on IPCA at some point. 
 
 
Forecasts: Small Reduction for April, but a Slight Increase for the Year-End 

We revised our short-term forecasts to 0.27% (from 0.31%) for April, 0.72% (from 0.62%) for May, and 
0.24% (from 0.16%) for June. We highlight that the uncertainty regarding April’s number is still considerable, 
mainly because of doubts regarding the price adjustments for medicines and fuel inflation—the range of 
economists’ forecasts is 0.20%-0.40% MoM. For May there is also high uncertainty regarding the definition of the 
tariff flag for electricity costs—we forecast a Red 1 flag, but there is a considerable chance of Yellow, generating 
a -21 bps risk. 
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Looking ahead, the recent boost in commodity prices (particularly grains and metals) increases the upside risk for 
IPCA 2021E and we already raised our high-frequency tracking to 5.4% from 5.3%—it is worth highlighting that 
the BCB’s target is 3.75%, with the upper bound of the tolerance interval at 5.25%. For the IPCA 2022, we still 
believe that most of the pandemic-related influences will have faded and that prices will return to being more 
determined by weak demand, causing the IPCA 2022 to stay closer to the target, but a bit above, at 3.70% (target 
is 3.50%). However, greater inertia from 2021 onward, and a trickier fiscal scenario, tilt the risks to the upside, in 
our view. 

 
 

Figure 1. IPCA-15 Inflation by Group 

 
     Sources: IBGE, BCB, and Santander. 
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Figure 2. IPCA-15 Inflation and Qualitative Measures 
 

 
Sources: IBGE, BCB and Santander. 
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