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Monetary Policy Committee (Copom) expected to keep interest rate at 6.5%
next week

Overview

o Market surveys still place Brazilian economy in a path of moderate recovery. After the impacts
of the truck drivers’ strike, confidence surveys still point towards a sluggish recovery. The Industry
Survey (CNI) reported a recovery in production levels in June, which helped increase installed
capacity utilization. The survey also showed a decline in inventories and a more positive outlook
for the next few months. On the other hand, FGV’s July surveys showed mixed results. While
consumer confidence and construction were on the rise, manufacturing was flat and retail was
down for the month. Despite some improvements, recovery is still slow and most surveys still
show results below pre-strike levels. As a result, we have kept our forecast for gradual GDP
growth in 2018, at 1.5%.

o Despite the truck drivers’ strike, Brazil’s tax revenues were up 2.0% year over year in June, in
real terms. Tax revenues reached BRL 110.8 billion. There were some negative impacts on Tax on
Manufactured Products (IPI) due to weaker manufacturing performance, but revenues with Social
Security Financing Contribution (COFINS) and Social Integration Program/Civil Servant Asset
Formation Program (PIS/PASEP) and import taxes helped drive positive results.

o While new developments caused trade tensions to escalate, the U.S. economy posted strong
growth in the second quarter of 2018. Driven by household consumption (4.0%), the U.S.
economy grew 4.1% in the last quarter. Despite this positive performance, there are lingering
concerns about the potential impacts of the trade war. On the one hand, trade tensions between
the U.S. and the European Commission have toned down, but fears of a steeper economic
downturn prompted the Chinese government to announce a fiscal stimulus plan. Economic data
from July also showed signs of a slowdown in the Eurozone and Japan.

Weekly outlook
o Brazil has a busy week ahead, with the release of economic indicators (manufacturing output and

job market) and wholesale inflation, as well as a monetary policy meeting. We expect manufacturing
output for June to rebound from the truck drivers’ strike with a 14.3% increase. In the job market, the
unemployment rate should remain flat at approximately 12.5%. For the General Market Price Index
(IGP-M), we expect to see a 0.47% increase in July, reflecting the drop in agricultural prices and
continued pressure on industrial prices. The impact of the truck drivers’ strike on economic indicators
over the past few months prevents a clear assessment of the pace of recovery; however, well-
anchored inflation expectations and the recent appreciation of the BRL have led us to maintain our
base interest rate (Selic) forecast unchanged at 6.5%.

o We expect markets to see continued volatility due to monetary policy decisions and the possibility
that escalating trade tensions will spill over into economic indicators. In the U.S., the Fed is expected
to keep interest rates steady, and the industrial ISM and payroll for July are also due this week. The
Eurozone will announce its second-quarter GDP and consumer inflation estimates for July. In the UK,
despite the consensus regarding the expected maintenance of current interest rates, the Bank of
England’s announcement will be crucial to guide the next steps, in light of expectations regarding
another interest rate hike in 2018. We expect the Bank of Japan to keep current conditions unchanged.
Finally, China will release its industry and service PMIs, amidst the signs that trade tensions might take
a toll on economic data.

Weekly Report
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Time Country Event
Forecast 

(Bloomberg)
Forecast (Depec)

Monday 07/30

08:00 Brazil FGV: IGP-M  (Jul) 0.52% 0.47%

08:00 Brazil FGV: Services Confidence (Jul)

08:25 Brazil BCB: Focus Survey (weekly)

10:30 Brazil BCB: Press Release - Fiscal Policy (Jun)

- Brazil CNI: Consumer Confidence (Jul)

09:00 Germany CPI  (Jul - P) 4.0% (MoM)

22:00 China Composite PMI (Jul) 51.3 

Tuesday 07/31

9:00 Brazil IBGE: Unemployment Change (Jun) 12.6%

- Brazil Fiesp: Capacity Utilization (Jun)

06:00 Eurozone GDP  (2Q - P) 0.4% (QoQ) 0.5% (QoQ)

09:30 USA Personal Income (Jun) 0.4% (MoM)

09:30 USA Personal Spending (Jun) 0.5% (MoM)

10:00 Mexico GDP  (2Q - P)

11:00 USA Consumer Confidence (Jul) 126.0

- Japan Central bank meeting -0.10% -0.10%

Wednesday 08/01

9:00 Brazil IBGE: PPI Manufacturing  (Jun)

10:00 Brazil Markit: PMI Manufacturing (Jul)

12:30 Brazil BCB: Currency Flows (weekly)

12:30 Brazil BCB: Commodity Price Index (Jul)

15:00 Brazil MDIC: Trade Balance - monthly (Jul) 5.5 b

- Brazil BCB: Central bank meeting 6.50% 6.50%

- Brazil CNI: Capacity Utilization (Jun)

- Brazil Fenabrave: Vehicle sales  (Jul)

04:55 Germany Markit: Manufacturing PMI (Jul - F) 57.3 

05:00 Eurozone Markit: Manufacturing PMI (Jul - F) 55.1 

05:30 United Kingdom Markit: Manufacturing PMI (Jul) 54.2 

09:15 USA Employment Change (ADP) (Jul) 175 k

11:00 USA ISM Manufacturing (Jul) 59.2 

15:00 USA Central bank meeting 2.00% 2.00%

Thursday 08/02

5:00 Brazil FIPE: Consumer Price Index - monthly (Jul)

9:00 Brazil IBGE: Industrial Production (PIM) (Jun) 14.3% (MoM)

08:00 United Kingdom Central bank meeting 0.75% 0.50%

09:30 USA Initial Jobless Claims - Weekly 

15:00 Mexico Central bank meeting 7.75% 7.75%

Friday 08/03

10:00 Brazil Markit: Composite PMI (Jul)

04:55 Germany Markit: Composite PMI (Jul - F) 55.2

05:00 Eurozone Markit: Composite PMI (Jul - F) 54.3 

05:30 United Kingdom Markit: Composite PMI (Jul)

09:30 USA Unemployment Rate (Jul) 3.9%

09:30 USA Change in Nonfarm Payrolls (Jul) 185 k 175k

11:00 USA ISM Services (Jul) 58.8 
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2016 2017 2018 2019

Consumer inflation - IPCA (%) 6.29 2.95 4.10 4.25

GDP growth (%) -3.6 1.0 1.5 2.5

Industrial Production (%) -6.4 2.5 2.5 2.7

Retail Sales (%) -8.7 4.0 5.0 4.5

Unemployment Rate (% of labor force, avg) 11.5 12.7 12.5 12.3

Outstanding Credit Growth (%) -3.5 -0.5 4.0 8.3

Trade Balance (USD bn) 45.0 64.0 68.3 61.1

Current Account (USD bn) -23.5 -9.8 -1.8 -8.5

Exchange Rate (BRL/USD, eop) 3.26 3.31 3.60 3.60

Selic Rate (%, eop) 13.75 7.00 6.50 8.00

Primary Balance (BRL bn) -155.8 -111 -159.0 -108.3

Gross Debt (% of GDP) 70.0 74.0 75.2 76.5


