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• In our view, the minutes of the last Copom meeting did little to clarify whether the (intended and 

signaled) hike at the June gathering will be the last one of the ongoing monetary tightening cycle, 

although some excerpts gave us the impression that this should be the case. 

• However, in other passages, Copom members reinforced their commitment to ensure both the 

convergence of inflation toward the targeted level over the relevant time horizon (i.e., 2023, which is 

the current focus of monetary policy), as well as the anchoring of long-term inflation expectations. 

Such statements open room, in our opinion, for an eventual continuation of the tightening cycle in 

2H22, especially given the higher level of uncertainty and volatility surrounding projections at this 

moment. 

• As we expect incoming inflation readings to show less worrisome signs from now on and the lagged 

impacts of prior hikes to become more visible ahead, we continue to believe the Brazilian Central Bank 

(BCB) should refrain from increasing the base interest rate after the next Copom meeting (June 14-

15). Therefore, we continue to see the Selic target rate reaching 13.25% pa and remaining at this level 

until early 2023. 

 

Overview 

In our view, the minutes of the last Copom meeting did not bring a clearly answer the question of whether the 

next hike at the June gathering will be the last move in the ongoing tightening cycle. As per the post-decision 

communiqué, Copom members acknowledged that there has been marginal deterioration in both the short-

term inflation dynamics and in their long-term forecasts, which justified their decision to deliver a 100-bp hike 

last week and to signal another move of a smaller magnitude in the next meeting (June 14-15). The Brazilian 

monetary authority expected this approach (to extend the cycle at a slower pace) to reflect the magnitude of 

hikes already delivered, to reinforce the cautious nature of the monetary policy and to underline the high 

uncertainty surrounding the current scenario. Additionally, it assesses that this strategy should ensure the 

convergence of inflation to the targeted level over the relevant time horizon for the monetary policy (the focus 

is 2023 for now), as well as to anchor inflation expectations over the long term. 

Despite anticipating the next move, the BCB stated that it considers appropriate to extend the tightening cycle 

until the consolidation of a disinflation process materializes and expectations get anchored, which, in our view, 

opens room for an eventual extension beyond June’s Copom meeting, given the many uncertainties still 

present. On the other hand, the BCB also calls attention to the fact that the monetary tightening carried out 

hitherto has been intense and timely, and that its impacts have not fully worked their way through the economy. 

In our opinion, it seems an indication that Copom members think the monetary policy has already reached a 

far point in the contractionary camp, which may make it difficult for further hikes to be implemented after June’s 

Copom gathering.  
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Key Policy Messages  

Regarding the international environment, Copom members saw additional deterioration with mounting 

inflationary pressures that may persist for a longer period of time than previously imagined, which has led 

central banks around the globe to tighten their monetary policies. This change in the posture of central banks 

has affected financial conditions for emerging markets and increased risks of a global economic slowdown 

(paragraphs #1 and #2). As far as the domestic environment is concerned, the BCB considers that activity 

indicators have come in line with its expectation, while inflation readings keep on running at high levels and 

showing a widespread nature (paragraphs #3 and #4). 

Under the assumptions of its reference scenario1, the BCB forecasts that the IPCA will reach 7.3% in 2022 and 

3.4% in 2023, but it states that the uncertainty related to assumptions and forecasts is stronger than usual. The 

Copom members mulled over the reasons that may justify the divergence of their forecasts from market 

projections, with the influence of the current high readings of inflation being one of them (paragraph #6). 

Different assumptions regarding the convergence of oil prices and its byproducts have also proven to be a 

relevant factor, according to the BCB. Although it states there is high uncertainty regarding commodity prices 

in BRL, the BCB expects a partial reversal ahead (paragraph #8). 

Fiscal risks were assessed once again, and the BCB’s perception that they are partially incorporated in local 

assets prices and that longer-term inflation projections hold (paragraph #9). Moreover, the Copom members 

reminded us that the appropriate level of monetary tightening is conditional on the fiscal framework, whose 

deterioration or lack of structural reforms could imply a higher neutral interest rate (and, therefore, a  higher 

nominal one as well). 

Although it assesses that activity indicators have come in line with its expectations, the BCB underlines the 

risks of a stronger slowdown in the coming quarters on the heels of tighter monetary conditions that have yet 

to hit the economy. That is one of the downward risks to inflation forecasts, which are complemented by the 

potential price reversal of commodities in local currency. On the other hand, there are upward risks associated 

with the persistence of global inflationary pressures and the uncertainty regarding the local fiscal framework 

(paragraph #10 and #11).  

What to Expect Ahead? 

All in all, although overtly indicating that another interest rate hike is quite plausible for June’s Copom meeting, 

the Brazilian monetary authority did not commit to any movement in 2H22, giving the many uncertainties 

currently present in the scenario. In our opinion, it has decided to keep itself open to either extending or ending 

the tightening cycle on August 2-3. However, as we expect inflation readings to start showing less worrisome 

outcomes from now on and the lagged impacts of prior hikes to become more visible ahead, we believe the 

BCB will deliver a 50-bp increase at June’s Copom meeting, thus taking the Selic target rate to 13.25% pa and 

keeping it at this level until early 2023. 

 
  
                                                 
1 Selic rate at 13.25% pa in YE2022 and 9.25% pa in YE2023; USD/BRL4.95 and following a PPP trajectory ahead, oil 
price at USD100/barrel at YE2022 and increasing 2% per annum from January 2023 onwards; “yellow flag” for 
electricity fare in Dec-22 and Dec-23; administered prices changes of 6.4% in 2022 and 5.7% in 2023.  



Santander Brazil Macroeconomic Research       Brazil Data Analysis May 10, 2022  
 

 

 

3 
 

 

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 

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: Jankiel Santos*. 
*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. 

 
 

 

mailto:anavescovi@santander.com.br
mailto:maciej.reluga@santander.pl
mailto:anavescovi@santander.com.br
mailto:jcabrera@santander.cl
mailto:gjaboumrad@santander.com.mx
mailto:piotr.bielski@santander.pl
mailto:mike.moran@santander.us
mailto:jarranz@santanderrio.com.ar
mailto:jcabrera@santander.cl
mailto:asoto@santander.us
mailto:wchiarvesio@santanderrio.com.ar

