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 November’s IPCA registered a 0.89% MoM change (4.31% YoY). The result was well above the market’s 
median expectation (0.78% MoM) and above our forecast (0.82% MoM). 
 

 Food-at-home continues to exert upward pressure and was the major upside surprise (+6 bps), while 
core measures came in lower than expected (0.44% MoM vs. 0.50% forecasted).   

 

 Although the risks have increased—as the shocks are taking longer than we expected to pass—we still 
see a benign scenario for inflation in the medium term.  

 

 Indeed, we are beginning to see signs that the shocks are coming to an end: the BRL has been 
performing better during the last few days, and our high-frequency wholesale agricultural prices 
survey has shown considerable deceleration recently.  

 

 Moreover, our baseline scenario continues to be that Brazil will eventually maintain the path of fiscal 
responsibility, with a fiscal cliff occurring at the beginning of 2021, reducing demand and allowing the 
BRL to appreciate further. In addition, with the economy reopening, we expect the consumer’s basket 
to normalize as well, reducing demand for goods (fiscal cliff also helping on that), while industry 
recovers, ending the mismatch between supply and demand. Finally, our scenario calls for a large 
negative output gap and a high unemployment rate, with anchored inflation expectations, which 
suggests low inflation with a benign composition. 

 

 Our tracking for IPCA 2020 is at 4.5% (revised from 4.3%), and for IPCA 2021 it remains at 3.0%. 
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Figure 1. IPCA Breakdown and Santander Forecast  
 

  
Sources: Santander, IBGE. 

 
 

Baseline Scenario Still Benign 
 
November’s IPCA registered a 0.89% MoM change (4.31% YoY). The result was well above the market’s median 
expectation (0.78% MoM) and above our forecast (0.82% MoM). 
 
The upside surprises were concentrated on free prices, particularly food-at-home (+6 bps), where the recent shocks 
(agricultural commodity prices and exchange rate) are taking longer to pass than we expected. On the bright side, 
services (-1 bps), which are more related to core measures, surprised a bit to the downside. Another group more related 
to core measures, industrial goods (-1 bps), also surprised somewhat to the downside (although the MM3saar is still 
running at high levels). In more detail, some subgroups that suffered from the exchange rate pass-through earlier 
(because demand allowed it), such as TVs, computers, and electronics, seem to have peaked in MoM terms, in our view, 
although there may be some Black Friday effect as well. On the other hand, other subgroups of industrial goods continue 
rising, such as cars.  
 
On the average of core measures, despite another acceleration in MM3saar terms to 5.1%, there was a downward 
surprise in MoM terms: 0.44% MoM vs. our expectation of 0.50%. 
 
The recent shocks are taking longer to fade than we initially anticipated, making the scenario riskier. However, we 
continue to believe those are temporary shocks that should end eventually—indeed, the BRL has been performing better 
during the last few days, and our high-frequency wholesale agricultural prices survey has shown considerable 
deceleration recently. We believe that in the medium term—without the noise coming from the frictions generated by the 
pandemic—the negative output gap should play its role (alongside anchored inflation expectations) and help to keep 
inflation low. 
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We updated our short-term IPCA forecasts to 1.34% for December (from 1.26%), 0.16% for January (from 0.24%), and 
0.39% for February (from 0.23%). Our tracking for IPCA 2020 went to 4.5% from 4.3%, while the tracking for IPCA 2021 
was kept at 3.0%. We expect to begin to see fewer upside risks from January/February onward. 

 
 

Figure 2. IPCA, Breakdown and Core Measures 
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Sources: IBGE and Santander. Note: 2021 data points are annualized from current reported data. 
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