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Moderate growth ahead 
What happened 

In July, the IBC-BR (economic activity index) grew 0.44% versus the previous month, seasonally 
adjusted. Such outcome came above the median of market expectation (+0.35%). There were 
significant revisions in the previous months: June (to +0.22 from +0.63%), May (to -1.82% from         
-2.05%) and April (to +0.99% from +0.82%).  

Such growth pace in July came amid mixed performance posted by sectoral indicators: core retail 
(+0.7%), services activity (+0.5%), industrial production (-0.6%), Broad Retail Sales (-0.3 

Economic activity grew 3.2% from January to July versus the same period of last year. 

  

Our expectation 

In the next few months, we assess the continuity of a divergent performance across economic 
activity segments. The resilient labor market conditions (amid recovery of employment and real 
wages) might keep providing support to segments such as food and beverages, pharmaceutical 
goods and toiletries, cleaning goods, and some personal belonging that are more dependent on 
current income of population. Conversely, the segments that are more dependent on credit 
conditions might keep a relatively worse performance once households and corporates continue 
highly indebted and the banking system is more selective as delinquency rates increased. 

Such scenario for indebtedness and delinquency might gradually improve following further 
improvement on labor market conditions, opening room for improvement of credit conditions 
especially from next year onwards. However, in the remainder of this year, despite our and market 
expectation of Selic rate cuts ending up this year at 11.75% and next year at 9%, we assess that 
loan rates to households and companies will reduce more moderately and overall credit conditions 
will remain tight and selective.  
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DISCLAIMER 

The information herein is provided for information purposes only, and is not to be used or considered as an offer or the solicitation of an offer to 
sell or to buy or subscribe for securities or other financial instruments. Neither this nor any other communication prepared by Banco MUFG 
Brasil S.A. and/or MUFG Bank, Ltd. (herein jointly as “MUFG”) is or should be construed as investment advice, a recommendation to enter into 
a particular transaction or pursue a particular strategy, or any statement as to the likelihood that a particular transaction or strategy will be 
effective in light of your business objectives or operations. Before entering into any particular transaction, you are advised to obtain such 
independent financial, legal, accounting and other advice as may be appropriate under the circumstances. In any event, any decision to enter 
into a transaction will be yours alone, not based on information prepared or provided by MUFG. MUFG hereby disclaims any responsibility to 
you concerning the characterization or identification of terms, conditions, and legal or accounting or other issues or risks that may arise in 
connection with any particular transaction or business strategy. Note that MUFG may have issued, and may in the future issue, other reports 
that are inconsistent with or that reach conclusions different from the information set forth herein. Such other reports, if any, reflect the different 
assumptions, views and/or analytical methods of the advisors who prepared them, and MUFG is under no obligation to ensure that such other 
reports are brought to your attention. MUFG retains copyright to this report and no part of this report may be reproduced or re distributed without 
the written permission of MUFG expressly prohibits the distribution or re-distribution of this report to any parties, via the Internet or otherwise 
and MUFG, its head office, branches, subsidiaries or affiliates accepts no liability whatsoever to any third parties resulting from such distribution 
or re-distribution.  
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