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e May’s IPCA-15 registered a 0.59% MoM change, above our call and the consensus expectation (0.45%).
In YoY terms, the IPCA accelerated to 12.2%, which should be the peak of IPCA inflation, in our view.

e The main upward surprises relative to our forecast came from services and industrial goods.
Administered prices also came above our forecast, driven by gasoline.

e Once again, broad qualitative measures remain solidly unfavorable. The average of the main core
measures accelerated, reaching a new high. As for the diffusion index, it also reached a new high.

e Allin all, this is another unfavorable print that reinforces our belief in a difficult outlook for inflation.
However, we maintain our view that this should have been the peak of IPCA in YoY terms. IPCA 2022
tracking is now at 9.5% (from 9.2% before). We also revised IPCA 2023 tracking to 5.3% (from 4.8%).

May’s IPCA-15 registered a 0.59% MoM change, above our call and the consensus expectation (0.45%). In
YoY terms, the IPCA accelerated to 12.2%, which should be the peak of IPCA inflation, in our view.

The main upward surprises relative to our forecast came from services (+8 bps) and industrial goods (+3
bps). More specifically, services related to economic activity rose 1.1% MoM (vs 0.5% estimated), while services
related to wages rose 0.7% MoM (vs 0.3% estimated). Meanwhile, industrial goods rose 1.6% MoM (vs. our
estimate of 1.5%), with both new and used vehicles surprising to the upside, each contributing +1 bps to the
headline error. Administered prices also exceeded our forecast, driven by gasoline’s 1.2% MoM increase (vs. our
estimate of 0.5%).

Once again, broad qualitative measures remain solidly unfavorable. The average of the main core measures
accelerated to 13.1% from 11.9% 3MMA-saar, reaching a new high. As for the diffusion index, it continued to rise,
reaching 77.3% (seasonally adjusted), also a new high and showing that inflation is widespread.

All in all, this is another unfavorable print that reinforces our belief in a difficult outlook for inflation.
However, we maintain our view that this should have been the peak of IPCA in YoY terms. Leading indicators
and high frequency inflation surveys point to some relief ahead. However, the pace of deceleration should be slow,
sticky and risky, as the level and composition of inflation are likely to remain sources of concern, just as the latest
shock from commodity prices is a new risk, keeping the balance of risks tilted to the upside (i.e., higher inflation).
IPCA 2022 tracking is now at 9.5% (from 9.2% before). We also revised IPCA 2023 tracking to 5.3% (from 4.8%),
on the back of inertial effects.
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Figure 1. IPCA by Group and Forecasting Errors

MoM YoY
May-22 Santander Dev. Apr-22 May-22
IPCA-15 0.59 0.45 0.14 12.0 12.2
Food and beverage 1.52 1.55 -0.01 12.8 14.0
Food-at-home 1.71 1.89 -0.03 154 16.8
Food service 1.02 0.66 0.02 6.5 7.1
Housing -3.85 -3.79 -0.01 16.0 10.7
Electrical energy -14.09 -13.85 -0.01 0.2 9.3
Household articles 0.98 1.28 -0.01 15.3 15.4
Apparel 1.86 1.25 0.03 14.8 15.3
Transportation 1.80 1.50 0.07 18.7 21.1
Airline tickets 18.40 24.00 -0.03 13.7 89.2
Gasoline 1.24 0.50 0.05 30.1 314
Health and personal care 2.19 2.02 0.02 4.4 5.4
Personal spending 0.74 0.47 0.03 6.4 7.1
Education 0.06 0.05 0.00 6.8 6.7
Communication 0.50 0.10 0.02 2.5 3.0
Administered
Free
Food-at-home 1.71 1.89 -0.03 154 16.8
Industrial goods 1.62 1.49 0.03 13.7 144
Services 1.00 0.76 0.08 6.7 8.2

EX3 Core

Average of cores

Sources: IBGE and Santander.
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Figure 2. IPCA, Groups and Qualitative Measures

IPCA-15 Y oY and Diffusion | ndex

IPCA-15 inflation - annual

14

m— Diffusion s.a.t-3

80

e % MM 3531 t-6

16

12

— P CA-15 % YaY

73

]
—

10

70

63
55
30

45

-

£20e
Zele
Lene
020e
6LOZ
aLog
LL0E
9L0e
sL0e
rLOE
£Le
clog
LLoe
oLoe
600E
B00Z
002
900e
S00e
¥o0e

uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef
uef

£202 vef
Z20z In(
ez vep
Lzoz Inf
1202 vef
020z Inf
0202 vef
BLOZ INT
6LOZ Ve[
gLz In(
BLOZ vef
LL0Z 10T
2107 vef
gLOZ Inf
910z vef
5L0Z INT
5L0Z vef
rLOZ Ing
L0z vef

ation - annual

EX3 corel

Core average (EX0, EX3, DP, MS, P55) - annual

16

4

e B UL EE=E ]
— 05 YOV

14

=]

e 5 MM 35320 t-6
— 0 Y Y

o = =) o =t o o
=

£20g uer
220z I
220g uer
Lane Ini
Le0g weyp
gz0e Ini
0z0g uer
BLOEZ INT
GLOE uer
Loz ini
BLOZ uer
LLog Ini
LLOE uer
aLoeg I
9L0z ver
SLog I
5102 uer
rLOZ INT
Loz uer

£202 e[
zeoz g
Zz0z uef
Lanz Inf
1207 vef
0z0z Inf
0202 vef
6LOZ INf
610z uef
8Loz Inf
810z uef
L10Z Inf
L107 uef
910z I}
910z uef
SL0Z Inf
5107 uef
FLOZ I
710z uef

Core services inflaion - annud

Services inflation - annual

12

12

=% MM3saart-6
— 0 YOy

=] w =] =t ] =]

= % MM 3saar t-6
— G YOY

o}

—

il

£20z ver
2202 |Ini
Ze0z ver
Leoeg |nr
Lelg wer
0g0e Inf
D0z ver
BLOZ N0
GLOZ ver
Loz Inr
BLOZ ver
LLOZ NP
LL0OE ver
9Log Inf
9L0z ver
SLOZ NP
SL0E ver
FLOZ N0
FLOE ver

€202 uef
zz0z Inf
zZz0e uef
LZ0z Inf
1202 uef
020z Inf
0z0z uer
6LOZ INF
6102 uer
aLoz Inf
gLOZ uer
LL0Z Inf
102 ver
gL0z Inf
9L0z uer
5102 INf
5102 uer
PLOZ I
#L0Z uef

Sources for all charts: IBGE and Santander.
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Figure 3. IPCA, Groups and Qualitative Measures (continued)
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Sources for all charts: IBGE and Santander.
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