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 In its 251st Copom meeting, the Brazilian Central Bank (BCB) maintained the Selic policy rate at 
13.75%, as widely expected.  

 In terms of policy signals, virtually no changes seen: the authority continues to pledge to “remain 
vigilant” and to assess “if the strategy of maintaining the Selic rate for a sufficiently long period 
will be enough to ensure the convergence of inflation”. The BCB still claims that “future monetary 
policy steps can be adjusted” and that it “will not hesitate to resume the tightening cycle if the 
disinflationary process does not proceed as expected”.  

 The BCB has chosen to take a mild, cautious approach on the fiscal risks for now. The authority 
stated that it will “closely monitor future developments in fiscal policy”, particularly focusing on “its 
effects on asset prices and inflation expectations, with potential impacts on the dynamics of future 
inflation.” No hikes in the pipeline for now, amid limited visibility of the scenario. 

 The BCB made slight changes in its inflation forecasts. It projects IPCA inflation at 3.3% for 2Q24 
(the key horizon now), up from 3.2% in the October Copom. The Copom also estimates IPCA at 
5.0% for 2023, +0.2 pp from the previous publication. For 2024, the BCB slightly revised higher 
its forecast again to 3.0% (previously: 2.9%; mid-target: 3.00%). We continue to see the authority 
projecting inflation for free-market items much below the consensus for 2023 and 2024.  

 In the scenario assessment, the BCB downgraded a bit the tone on economic activity, kept the 
hawkish wording on inflation, and remains alert about the global risks and developments. 

 Next week’s communications (Tuesday’s Copom minutes and Thursday’s inflation report) will 
likely shed further light on the BCB’s scenario assessment, perceived risks, and policy strategy. 
Judging from the tone of the statement, we believe the BCB is waiting for the upcoming fiscal 
decisions to either ratify or change its strategy of holding interest rates steady for long. 
Uncertainty remains very high at this juncture, in our view.   

 Despite the stronger cyclical position of the Brazilian economy and introduction of permanent 
fiscal stimulus, we still believe that a change in the flight plan (rate stability for an extended period) 
would require scenarios and hypotheses much different from the current ones held by the BCB.  

 We continue to pencil in rate cuts only in 2H23, taking the Selic down to 12% for YE2023 and 9% 
for YE2024. Given the tone of current fiscal discussions, however, we see risks for the Selic path 
potentially skewed to the upside. 
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POLICY DECISION AND FLIGHT PLAN 

In its 251st monetary policy meeting, the Copom1 kept the Selic rate at 13.75%2. The decision was in line 
with analysts’ forecasts3 and the yield curve, as the latter priced in roughly a 90% probability for this 
outcome.  

In the statement, no changes made on the policy strategy and signaling. The authority continues to pledge 
to “remain vigilant” and assess “if the strategy of maintaining the Selic rate for a sufficiently long period will be 
enough to ensure the convergence of inflation.” The BCB still claims that “future monetary policy steps can be 
adjusted” and that it “will not hesitate to resume the tightening cycle if the disinflationary process does not 
proceed as expected”. 

The BCB has chosen to take a mild, cautious approach on the fiscal risks for now, given the increased 
perception of fiscal risks amid ongoing discussions related to the fiscal waiver for 2023 and beyond, as well as 
its possible links with a new framework to be debated and implemented next year. The authority stated that it 
will “closely monitor future developments in fiscal policy”, particularly focusing on “its effects on asset prices 
and inflation expectations, with potential impacts on the dynamics of future inflation.” No hikes in the pipeline 
for now, albeit this could be a possibility conditional on the evolution of the budgetary outlook. 

The BCB has basically kept unchanged its assessment and scenario, with very slight changes in its 
inflation forecasts. The authority estimates that, with interest rates kept at this level for a while, and 
then falling gradually in coming years (accordingly with the path expected by economists4, with gradual 
cuts starting in August 2023), inflation is poised to converge towards the mid-target for 2Q24. The latter 
is the six-quarter-ahead horizon, which the BCB sees as the relevant one, which “mitigates the primary effects 
from the tax changes but incorporates their second-round effects.” The BCB projects IPCA inflation at 3.3% for 
that horizon in the reference scenario5,6 (up from 3.2% in the October Copom). As per the standard forecasting 
windows, the BCB sees 2022 IPCA stable at 6.0% (previous estimate: 5.8%; mid-target: 3.50%; upper target: 
5.00%) and estimates IPCA at 5.0% for 2023, +0.2 pp from the previous publication (mid-target: 3.25%; upper 
target: 4.75%). For 2024, the BCB slightly revised higher its forecast again to 3.0% (previously: 2.9%; mid-
target: 3.00%). If the slight increase in BCB’s inflation forecasts has had upward contributions from a narrower 
output gap – following the recent upward revisions in the GDP series, as seen in the 3Q22 report – we will only 
know next week, with the release of the 4Q22 inflation report. 

The BCB’s IPCA estimates assume an FX rate starting at USD/BRL 5.25 and evolving with the purchasing 
power parity (PPP), as well as a Selic path (as per the Focus report among economists for the end of last 
week) with interest rate on-hold at 13.75% until August 2023, then falling to 11.75% for YE2023 and 8.50% for 
YE2024. 

While the BCB’s headline IPCA estimate is more materially different from consensus for 2024 (market: 
3.5%; BCB: 3.0%), there is still a significant gap between estimates for free market-price inflation for 
both 2023 and 2024. Implicitly, the numbers published by the BCB today imply an inflation for competitive (or 
non-regulated) prices of 9.6% for 2022, 3.5% for 2023, and 2.6% for 2024. As per the last Focus survey (dating 

 
1 The Copom is the monetary policy committee of the Brazilian Central Bank (BCB). 
2 Refer to the statement of Copom #251 in English (https://www.bcb.gov.br/en/monetarypolicy/Copomstatements) and Portuguese 
(https://www.bcb.gov.br/controleinflacao/comunicadoscopom). 
3 Santander Brazil Monetary Policy: “Copom Preview: Holding Interest Rate Steady With An Eye On Fiscal Decisions” – December 1, 2022 
– Available on: https://bit.ly/Std-COPOM-p-dec22 
4 Refer to the last BCB’s Focus survey among professional forecasters, as of December 2, 2022 
(https://www.bcb.gov.br/en/publications/focusmarketreadout) 
5 The reference scenario takes as a given a Selic path as per the last Focus report (December 2, 2022), with interest rate ending 2022 at 13.75%, 
subsequently falling to 11.75% for YE2023 and 8.50% for YE2024. The scenario also takes FX rate departing from USD/BRL 5.25 and moving with 
PPP (Purchasing Power Parity) afterwards, as well as oil price following the futures curve for the next six months (and stable in real terms in USD 
afterwards). The BCB also assumes a “Green” electricity tariff flag for the end of 2022 and a “Yellow” flag for the end of 2023 and 2024. The 
authority projects the inflation for regulated prices at -3.6% for 2022 (consensus: -3.6%), 9.1% for 2023 (consensus: 6.1%) and 4.2% for 2024 
(consensus: 4.0%).   
6 Refer to the last BCB’s Focus survey among professional forecasters, as of December 2, 2022 
(https://www.bcb.gov.br/en/publications/focusmarketreadout) 



Santander Brazil Macroeconomic Research       Brazil Data Analysis  December 7, 2022  
 
 

 

3 
 

 

from December 2, 2022), consensus has penciled in free-market price inflation of 9.5% for 2022, 4.8% for 
2023, and 3.5% for 2024.  

BALANCE OF RISKS, SCENARIO ASSESSMENT 

In the assessment of the balance of risks, a key area for a potentially more thorough discussion of 
fiscal risks, there was almost no change from the last statement, with the BCB maintaining a lack of 
bias and citing elements in either direction. On the upside, the BCB continues to note a (i) “greater 
persistence of global inflationary pressures”; (ii) the “HEIGHTENED7 uncertainty about the country's future 
fiscal framework and additional fiscal stimuli”; and (iii) and “an output gap tighter than the currently adopted by 
the committee in its reference scenario, especially in the labor market”. On the downside, the Copom refers to 
(i) lower commodity prices in BRL; (ii) a disappointment with global economic activity as downside risks; and 
(iii) “the continuity of tax cuts assumed to be reversed in 2023.”  

In the scenario assessment, the BCB downgraded a bit the tone on economic activity, kept the tough 
wording on inflation, and remains alert about the global developments and risks. Again, the BCB sounds 
less sanguine on economic activity, citing a more moderate GDP growth in 3Q22 and noting that the “recent 
set of indicators is in line with the scenario of deceleration expected by Copom”. On inflation, a similar 
assessment as in October: despite the recent IPCA decline – which the BCB sees associated with volatile 
items and tax cuts – headline CPI remains high. And “various measures of underlying inflation are above the 
range compatible with meeting the inflation target”, says the authority. The BCB also remains worried about 
global macro developments, citing a picture of “below-potential global growth”, “high volatility of financial 
assets”, in an “inflationary environment”. According to the BCB, the tightening in global financial conditions and 
the market’s sensitivity to changes in fiscal fundamentals still “require more caution” from emerging economies. 

WHAT TO EXPECT AHEAD? 

Next week’s communications by the Copom (Tuesday’s Copom minutes and Thursday’s inflation 
report) will likely shed further light on the BCB’s scenario assessment, perceived risks, and policy 
strategy. Judging from the tone of the statement, we believe the BCB is waiting for the upcoming fiscal 
decisions to either ratify or change its strategy of holding interest rate steady for long. Uncertainty remains very 
high at this juncture, in our view.   

Despite the solid cyclical position of the Brazilian economy and the introduction of permanent fiscal 
stimulus, we still believe that a change in the flight plan (of rate stability for an extended period) would 
require scenarios and hypotheses much different from the current ones held by the BCB. We continue 
to pencil in rate cuts only in 2H23, taking the Selic down to 12% for YE2023 and 9% for YE2024. Given the 
tone of current fiscal discussions, however, we see risks for the Selic path potentially skewed to the upside. 

Refer to graphs on the next page. 

  

 
7 The mention of “heightened uncertainty” [about the country's future fiscal framework], is the only addition to the statement in this section, which 
means the BCB is upping just a bit the tone in the balance of risks.    
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Figure 1. The Path for the Selic Policy Rate  
(monthly average, % p.a.) 

Figure 2. Selic Rate Moves in Copom Meetings: History 
and Forecast (in percentage points) 
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Sources: Brazilian Central Bank, Bloomberg, Santander. Sources: Brazilian Central Bank, Bloomberg, Santander.  
  

Figure 3. Median Annual IPCA Forecasts (Consensus) Figure 4. Median Annual Selic Forecasts (Consensus) 

  

          Sources: Brazilian Central Bank, Santander. 

Note: Based on BCB’s weekly Focus survey with professional forecasters 
(refer to https://www.bcb.gov.br/en/publications/focusmarketreadout). 

Sources: Brazilian Central Bank, Santander. 

Note: Based on BCB’s weekly Focus survey with professional forecasters 
(refer to https://www.bcb.gov.br/en/publications/focusmarketreadout). 

 

Figure 5. BCB’s Inflation Estimates (% Annual IPCA) 

 

          Sources: Brazilian Central Bank, Santander. 
Note: Assuming FX rate departing from USD/BRL 5.25, and then moving 

along with the PPP (purchasing power parity). Also assumes oil prices 
following the futures market curve for six months and then increasing 2% per 

year afterwards. The BCB uses the consensus forecasts (as per the Focus 
reports) for the Selic policy rate as an assumption for interest rate. 

 
 
 
  

5.60%

4.94%

3.50%
3.00%

5.92%

5.08%

3.50%
3.00%

3.50%
3.25%

3.00% 3.00%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

2022 2023 2024 2025
21-Oct-22 02-Dec-22 Mid-Target

13.75%

11.25%

8.00% 7.75%

13.75%

11.75%

8.50%
8.00%

6.0%

7.0%

8.0%

9.0%

10.0%

11.0%

12.0%

13.0%

14.0%

2022 2023 2024 2025

21-Oct-22 02-Dec-22

5.8%

4.8%

2.9%

6.0%

5.0%

3.0%

5.9%

5.1%

3.5%

3.50%
3.25%

3.00%

2.0%

2.5%

3.0%

3.5%

4.0%

4.5%

5.0%

5.5%

6.0%

2022E 2023E 2024E

Previous Reference Consensus Mid-Target



Santander Brazil Macroeconomic Research       Brazil Data Analysis  December 7, 2022  
 
 

 

5 
 

 

CONTACTS / IMPORTANT DISCLOSURES 
 
Brazil Macro Research 
Ana Paula Vescovi* Chief Economist anavescovi@santander.com.br 5511-3553-8567 
Mauricio Oreng* Head of Macro Research mauricio.oreng@santander.com.br 5511-3553-5404 
Jankiel Santos* Economist – External Sector jankiel.santos@santander.com.br 5511-3012-5726 
Ítalo Franca* Economist – Fiscal Policy italo.franca@santander.com.br 5511-3553-5235 
Daniel Karp Vasquez* Economist – Inflation daniel.karp@santander.com.br 5511-3553-9828 
Tomas Urani* Economist – Global Economics tomas.urani@santander.com.br 5511-3553-9520 
Lucas Maynard* Economist – Economic Activity lucas.maynard.da.silva@santander.com.br 5511-3553-7495 
Felipe Kotinda* Economist – Commodities felipe.kotinda@santander.com.br 5511-3553-8071 
Gabriel Couto* Economist – Special Projects gabriel.couto@santander.com.br 5511-3553-8487 
Fabiana Moreira* Economist – Credit fabiana.de.oliveira@santander.com.br 5511-3553-6120 
Gilmar Lima* Economist – Modeling gilmar.lima@santander.com.br 5511-3553-6327 

Global Macro Research 
Maciej Reluga* Head Macro, Rates & FX Strategy – CEE maciej.reluga@santander.pl 48-22-534-1888 
Rodrigo Park * Economist – Argentina rpark@santander.com.ar 54-11-4341-1272 

Ana Paula Vescovi* Economist – Brazil anavescovi@santander.com.br 5511-3553-8567 
Juan Pablo Cabrera* Economist – Chile jcabrera@santander.cl 562-2320-3778 
Guillermo Aboumrad* Economist – Mexico gjaboumrad@santander.com.mx 5255-5257-8170 
Piotr Bielski* Economist – Poland piotr.bielski@santander.pl 48-22-534-1888 
Mike Moran Head of Macro Research, US mike.moran@santander.us 212-350-3500 

Fixed Income Research 
Juan Arranz* Chief Rates & FX Strategist – Argentina jarranz@santanderrio.com.ar 5411-4341-1065 
Mauricio Oreng* Senior Economist/Strategist – Brazil mauricio.oreng@santander.com.br 5511-3553-5404 
Juan Pablo Cabrera* Chief Rates & FX Strategist – Chile jcabrera@santander.cl 562-2320-3778 

Equity Research 
Miguel Machado* Head Equity Research Americas mmachado@santander.com.mx 5255 5269 2228 
Alan Alanis* Head, Mexico aalanis@santander.com.mx 5552-5269-2103 
Andres Soto Head, Andean asoto@santander.us 212-407-0976 
Walter Chiarvesio* Head, Argentina wchiarvesio@santanderrio.com.ar 5411-4341-1564 
Mariana Cahen Margulies* Head, Brazil mmargulies@santander.com.br 5511-3553-1684 
Murilo Riccini* Head, Chile murilo.riccini@santander.cl 56 22336 3359 

Electronic 
 

Bloomberg SIEQ <GO> 
Reuters Pages SISEMA through SISEMZ 

 

This report has been prepared by Santander Investment Securities Inc. ("SIS"; SIS is a subsidiary of Santander Holdings USA, Inc. which is wholly 
owned by Banco Santander, S.A. "Santander"), on behalf of itself and its affiliates (collectively, Grupo Santander) and is provided for information 
purposes only. This document must not be considered as an offer to sell or a solicitation of an offer to buy any relevant securities (i.e., securities 
mentioned herein or of the same issuer and/or options, warrants, or rights with respect to or interests in any such securities). Any decision by the 
recipient to buy or to sell should be based on publicly available information on the related security and, where appropriate, should take into account 
the content of the related prospectus filed with and available from the entity governing the related market and the company issuing the security. This 
report is issued in Spain by Santander Investment Bolsa, Sociedad de Valores, S.A. (“Santander Investment Bolsa”), and in the United Kingdom by 
Banco Santander, S.A., London Branch. Santander London is authorized by the Bank of Spain. This report is not being issued to private customers. 
SIS, Santander London and Santander Investment Bolsa are members of Grupo Santander. 
ANALYST CERTIFICATION: The following analysts hereby certify that their views about the companies and their securities discussed in this report 
are accurately expressed, that their recommendations reflect solely and exclusively their personal opinions, and that such opinions were prepared in 
an independent and autonomous manner, including as regards the institution to which they are linked, and that they have not received and will not 
receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report, since their compensation and 
the compensation system applying to Grupo Santander and any of its affiliates is not pegged to the pricing of any of the securities issued by the 
companies evaluated in the report, or to the income arising from the businesses and financial transactions carried out by Grupo Santander and any 
of its affiliates: Mauricio Oreng*. 
*Employed by a non-US affiliate of Santander Investment Securities Inc. and not registered/qualified as a research analyst under FINRA rules, and is 
not an associated person of the member firm, and, therefore, may not be subject to the FINRA Rule 2242 and Incorporated NYSE Rule 472 restrictions 
on communications with a subject company, public appearances, and trading securities held by a research analyst account. 
The information contained herein has been compiled from sources believed to be reliable, but, although all reasonable care has been taken to ensure 
that the information contained herein is not untrue or misleading, we make no representation that it is accurate or complete and it should not be relied 
upon as such. All opinions and estimates included herein constitute our judgment as at the date of this report and are subject to change without notice. 
Any U.S. recipient of this report (other than a registered broker-dealer or a bank acting in a broker-dealer capacity) that would like to effect any 
transaction in any security discussed herein should contact and place orders in the United States with SIS, which, without in any way limiting the 
foregoing, accepts responsibility (solely for purposes of and within the meaning of Rule 15a-6 under the U.S. Securities Exchange Act of 1934) for 
this report and its dissemination in the United States.  
© 2022 by Santander Investment Securities Inc. All Rights Reserved. 
 

 
 

 


