
 

• Over the past decade, Copom communication has evolved into a central component of monetary 

policy, with statement s and minutes jointly shaping Selic expectations by updating the Committee’s 

perceived reaction function, albeit with distinct timing and informational roles.  

• Using an LLM -based tone index, we show that communication shocks systematically anticipate Selic 

movements, even after controlling for macro fundamentals. Statement s primarily affect the timing of 

policy adjustments, while minutes shape the depth and persistence of the cycle . 

• Selic response to tone shocks increased after 2019 amid heightened macro volatilit y. In the most 

recent period, peak responses occur earlier but with more moderate magnitudes, suggesting evolving 

alignment between tone, decision timing, and the effective policy reaction function  

Introduction  

Modern monetary policy is conducted through both interest -rate decisions and communication. In Brazil, 

official Copom documents have evolved significantly since Ilan Goldfajn’s tenure, incorporating more detailed 

diagnostics, explicit balances of risk, and  increasingly forward -looking guidance. As communication 

expanded, it became a central component of policy implementation and expectation management.  

In this Special Report, we provide a systematic quantification of how the tone of Copom communication 

anticipates Selic movements and how this relationship has evolved over time. To do so, we employ a 

communication‑tone index generated by a Large Language Model (LLM), applied to the Statement s and 

Minutes of BCB decisions since 2016 and calibrated in Selic‑equivalent units (basis points). This indicator is 

then embedded in a Vector Autoregressive (VAR) framework alongside the Selic rate, the output gap, the  

USD/BRL exchange rate, and deviations of inflation expectations from the target based on the Focus Survey.  
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Figure  1: Sentiment Indexes  and the Selic Rate ( in Selic  Change -Equivalent Units  – p.p.)  

 

 

Source: BCB, Santander.  
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Within this setting, we identify communication -tone shocks  — innovations in the implicit policy tone embedded in Copom 

texts — and assess how these shocks anticipate future policy -rate decisions. We then extend the analysis using an Interactive 

VAR (I -VAR), allowing the transmission of communication -tone shocks to vary across presidencies of the BCB. For the 

Galípolo period, we in clude his tenure as a voting director of Copom, thereby expanding the sample . 

Overall, the evidence points to a more intensive use of communication as a policy instrument, especially from the Campos 

Neto period onward. For investors, this reinforces the need to treat the policy statement  as the main timing signal for the 

Selic path  — indicating when policy adjustments are more likely to occur  — while the minutes play a complementary role 

by shaping the intensity and persistence of the adjustment, refining scenarios about how far and how durably the policy rate 

may ultimately move.  

Empirical Strategy  

1. Data and Sample  

The empirical analysis is conducted at the Copom -meeting frequency, covering 7 7 meetings from July 2016 to January  2026. 

The dataset includes:  

• BCB ’s communication tone: LLM-based tone indices calibrated in Selic -equivalent units.  

• Selic rate: policy rate decided at each meeting.  

• Output gap: proxy based on BCB’s  latest available estimate 1. 

• Inflation expectations gap: deviation of Focus median IPCA expectations (12 months ahead) from the target.  

• ∆USD/BRL: included to capture external and financial conditions relevant to the reaction function.  

All macro variables are aligned to reflect information available prior to each meeting.  

2. Identification of Communication Surprises  

To isolate the informational content of communication, we decompose the sentiment index into an expected and an 

unexpected component. The expected tone is estimated as a function of macroeconomic conditions observed before the 

meeting  — namely the output gap, the deviation of inflation expectations from the target, and the exchange rate  

fluctuations . The residual from this projection is interpreted as a communication surprise, capturing deviations in tone that 

are not mechanically explained by fundamentals.  

This approach follows the logic of state -contingent news shocks and allows communication innovations to be interpreted 

as genuinely new information revealed by the Copom.  

3. Reference VAR Specification  

We estimate two separate VARs: one using surprises in the statement  tone and another using surprises in the minutes tone  

(𝑇𝑡 = 𝑠𝑡𝑎𝑡𝑒𝑚𝑒𝑛𝑡 𝑜𝑟 𝑚𝑖𝑛𝑢𝑡𝑒𝑠). This avoids identification issues arising from the high correlation between the two and 

allows for a clean comparison of how each communication tool affects the Selic path.  The vector of endogenous variables in 

the reference VAR model is : 

𝑌 = [𝑇, 𝑂𝑢𝑡𝑝𝑢𝑡 𝐺𝑎𝑝, ∆ 𝑈𝑆𝐷 𝐵𝑅𝐿⁄ , 𝐼𝑃𝐶𝐴 𝐹𝑜𝑐𝑢𝑠 𝐺𝑎𝑝, 𝑆𝑒𝑙𝑖𝑐 ] 

Output and inflation gaps, as well as the FX rate, are treated as endogenous but effectively function as controls for the state 

of the economy and the policy reaction function. We adopt a recursive (Cholesky) identification scheme in which the shock 

of interest originates in communication  — an innovation not explained by the other state variables. The Selic response to 

this shock over subsequent meetings is the core object of analysis.  

 
1 A limitation of the analysis is the use of a non -vintage output gap, which may differ from the real -time information available to the 

Copom at each meeting. While unavoidable given data constraints, this limitation is standard in literature and unlikely t o alter the 

qualitative conclusions.  
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Results  

1. Full Sample  VAR Results  

Communication -tone shocks from statement s and minutes generate qualitatively similar Selic responses over a 16 -meeting 

horizon, indicating that both documents operate through the same fundamental channel: updating the perceived reaction 

function of the Committee.  

The key difference lies in timing. Statement -tone shocks are inclined to provoke a rapid Selic response, peaking around the 

second Copom meeting following the shock. Minutes -tone shocks  tend to produce a more gradual response, peaking only 

from the fifth meeting onward. This reflects institutional design: statements are well -suited to convey short -term policy 

signals, whereas minutes articulate the broader rationale, trade -offs, and balance of risks.  

In terms of magnitude, the cumulative Selic response associated with minutes -tone shocks is larger than that associated 

with statement -tone shocks. This indicates that, while statement s may well coordinate the timing of policy adjustments, 

the tone of the minutes might play a central role in shaping the depth and durability of the Selic path over the cycle.  

Crucially, the slower transmission of minutes -based shocks reflects not weaker informational content, but a different role 

in the policy process: minutes influence how far and how persistently policy adjusts, rather than when the adjustment 

begins.  

Summarizing the impulse responses along timing and magnitude clarifies the functional separation of Copom 

communication tools. The tone of statements moves the Selic rate sooner, concentrating near -term signals. The tone of 

minutes moves the Selic more, shaping the total adjustment over the cycle. Communication thus operates along two 

dimensions , speed and depth, rather than through a single channel.  

Forecast-error variance decompositions in Figure 4 quantify the contribution of communication -tone shocks to Selic 

fluctuations. At a horizon of four meetings, statement -tone shocks explain about 10% of Selic variance, while minutes -tone 

shocks explain roughly 25%. At eight meetings, the contribution of statement  tone declines to 6%, whereas minutes tone 

rises to around 34%.  

These results confirm that communication tone is quantitatively relevant for Selic dynamics. Statement s matter primarily 

for near-term coordination, while minutes dominate the medium -term variability of the policy rate.  

Figure  3: Selic Response to Shocks in Copom's Official Communication  

 
Source: Santander.  
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2. Short-term Communication Dynamics  

To illustrate the real -time applicability of our framework, Figure 5 compares the tone implied by macro fundamentals 

(“expected tone”) with the realized tone embedded in Copom statements and minutes. The difference between the two 

corresponds to the estimated communication -tone surprise. 

In December 2025, the policy statement  registered a +0.9 standard -deviation hawkish surprise, indicating that the tone was 

firmer than what macro conditions alone would imply. Consistent with our impulse -response results, this episode reinforced 

the near-term timing signal for the Selic path.  

In January 2026, the statement  explicitly referenced a baseline scenario consistent with easing in March. Yet the associated 

tone surprise was close to zero ( -0.1 standard deviations), suggesting that such guidance was broadly aligned with what 

fundamentals already implied rather than constituting incremental information. The minutes, however, displayed a -1.0 

standard-deviation dovish surprise, pointing to a moderate softening in tone relative to expectations.  It is worth 

remembering that our change of vie w on the path/total budget  of the Selic rate ahead was also due to this dovish surprise.  

3. Heterogeneity Across Terms: I -VAR Results  

To capture changes in the transmission of communication shocks over time, we extend the model to an Interactive VAR in 

which the impact of communication shocks is allowed to vary across Copom presidencies, while the remaining VAR dynamics 

are kept common a cross terms. 

Figure  4: Forecast Error Variance Decomposition of the Selic Rate  

 
Source: Santander.  

 

Figure  5: Expected vs. Realized Tone ( z-score since 2016 ) 

 

Figure  6: Odds for Copom’s Mar-26 Meeting – Option Market 

  

Source: Santander.  Source: B3, Santander. 

Jan Meeting  
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Formally, the I -VAR is specified as:  

𝑌𝑡 = 𝑐 + ∑ 𝐴𝑗𝑌𝑡−𝑗 + ∑ 𝐷𝑡
𝜅𝑏𝜅𝜀𝑡

𝑡𝑜𝑛𝑒

𝜅∈{𝐼𝐺,𝑅𝐶𝑁,𝐺𝐺}

𝑝

𝑗=1

+ 𝑢𝑡 

Where: 

• 𝜀𝑡
𝑡𝑜𝑛𝑒 denotes the communication shock (the surprise BCB’s tone). 

• 𝐷𝑡
𝜅 are regime dummies indicating whether meeting t occurs under which chairman.  

• 𝑏𝜅 captures the regime -specific transmission of communication shocks into the system.  

This specification allows the Selic response to the same shock  in tone along the years , without requiring a full re -estimation 

of the entire VAR structure for each term. Across communication approaches , the sensitivity of the Selic rate to tone shocks 

varies markedly. Under Goldfajn, responses are moderate and gradual, with statement s and minutes playing statistically 

similar roles. Under Campos Neto, the transmission of communication -tone shocks is characterized by larger and more 

front-loaded Selic responses, particularly through statements.  This amplified response is consistent with an environment of 

heightened macroeconomic volatility — including the pandemic shock and subsequent inflationary pressures — in which 

communication tone carried greater marginal information about upcoming policy adjustments. Under Galípolo, combining 

his periods as voting director and chairman, the estimated responses lie between the two previous frameworks. Short -term 

signals tend to be concentrated in the statement , while the minutes might retain medium -term depth; peak effects also 

occur earlier  suggesting quicker alignment between tone and policy action. These effects, however, exhibit somewhat 

smaller magnitudes and should be interpreted with caution given the shorter sample.  

Some I nterpretation s and Implications  

The evidence in this report shows that the tone of Copom communication has become a core component of monetary -policy 

transmission in Brazil  in the last decade. Statements and minutes affect the Selic through the same fundamental channel  — 

updating the perceived reaction function  — but with distinct informational roles.  

Statement s increasingly concentrate timing -relevant signals, coordinating when policy moves are likely to occur. Minutes, 

by contrast, shape the intensity, persistence, and medium -term variability of the Selic path, influencing how far and how 

durably policy ultima tely adjusts. The results are therefore consistent with a gradual front -loading of short-term signals into 

the statement , without implying any displacement of informational depth from the minutes.  

More broadly, these findings matter in a world where markets increasingly process central -bank communication through AI  

and machine -learning -based tools. As language is continuously quantified and translated into actionable signals, 

communication itself becomes part of the effective policy infrastructure. In this environment, understanding how tone maps 

into expectations, p rices, and decisions is not a secondary analytical exercise  – it is a necessary condition for effective 

monetary policy.  

Figure 7: Selic Response to Shocks in Copom's Official Communication  – by Chairmen¹ 

 

Source: Santander.  ¹ IG = Ilan Goldfajn, RCN = Roberto Campos Neto, GG = Gabriel  Galípolo. 
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Este material foi preparado pelo Banco Santander (Brasil) S.A. e não constitui relatório de análise para os fins da Resolução  CVM nº 20, de 25 de fevereiro de 2021. Seu único 

propósito é fornecer informações macroeconômicas e não constitui, nem deve ser in terpretado como, uma oferta ou solicitação de oferta para compra de valores mobiliários. 

Pode conter informações sobre eventos futuros, e essas projeções/estimativas estão sujeitas a riscos e incertezas relacionado s a fatores além de nossa capacidade de co ntrolar 
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medidas razoáveis tenham sido tomadas para garantir que as informações aqui contidas não sejam incertas ou enganosas no momen to de sua publicação, a integridade, 

confiabilidade, completude ou precisão dessas informações não é garantida. Todas as opiniões, estimativas e projeções contidas nest e material refletem única e exclusivamente 

nossa opinião na data de sua emissão e podem ser modificadas sem aviso prévio, considera ndo nossas premissas relevantes e metodologias adotadas no momento de sua 

emissão, conforme estabelecido neste documento.  

O Santander não será responsável por perdas diretas ou lucros cessantes decorrentes do uso deste relatório. Este material não  considera os objetivos, a situação financeira ou as 

necessidades específicas de qualquer investidor em particular. Investidores po tenciais devem buscar aconselhamento financeiro profissional sobre a adequação de investir em 

títulos, outros investimentos ou estratégias de investimento discutidas neste documento, e devem compreender que declarações sobre perspectivas futuras podem não se 

concretizar. Ao acessar este material, você declara e confirma que entende os riscos relacionados aos mercados abordados nest e documento e às leis da sua jurisdição sobre a 

prestação e venda de produtos de serviços financeiros. Você reconhece que este m aterial contém informações proprietárias e concorda em manter essas informações para seu 

uso exclusivo. Reservamo -nos o direito de comprar ou vender os títulos mencionados a qualquer momento. Essas projeções e estimativas não devem ser int erpretadas como uma 

garantia de desempenho futuro. O Banco Santander (Brasil) S.A. não tem a obrigação de publicar qualquer revisão ou atualizaçã o dessas projeções e estimativas diante de eventos 

ou circunstâncias que possam ocorrer após a data deste documento. Qualquer de stinatário deste relatório nos EUA (exceto um corretor -dealer registrado ou um banco atuando 

como corretor-dealer) que deseje realizar qualquer transação em qualquer título aqui discutido deve entrar em contato e realizar as ordens nos Estados Unidos com a  Santander 

US Capital Markets LLC, que, sem de forma alguma limitar o exposto anteriormente, assume a responsabilidade (somente para os fins e dentro do significado da Regra 15a -6 da 

Lei de Valores Mobiliários dos EUA de 1934) por este relatório e sua diss eminação nos Estados Unidos. Este relatório não se destina à distribuição a qualquer pessoa que não seja 

um investidor profissional, e seu conteúdo não pode ser reproduzido, redistribuído, publicado ou copiado de qualquer forma, n o todo ou em parte, para qualquer finalidade, sem 

o consentimento prévio e autorização expressa do Banco Santander (Brasil) S.A.  
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