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CB reinforced 50bps cut per meeting ahead 
What happened 

Global: The central banks of major economies remain committed to bringing inflation back to 
their targets amidst high core inflation and resilience in the labor market.   

Economic Activity: The projection for 2023 GDP growth rose to 2.9% from 2.0% in the previous 
Inflation Report due to the better-than-expected GDP growth in the second quarter. Despite this 
upward revision, the projection continues to reflect a prospective scenario of economic activity 
deceleration in the second half of the year once: i) the impact of sizeable agricultural growth will 
fade away; ii) the impact of minimum wage and income aid readjustment and some anticipation 
of pension benefits will also fade away; iii) the tight monetary policy; iv) global economic 
slowdown. For 2024, the Central Bank projects +1.8% with growth more balanced across 
components.  

  

Inflation Forecasts: Central Bank expects inflation of 5.0%, 3.5% and 3.1%, respectively for 
2023, 2024 and 2025. Higher inflation in the rest of the world and higher-than-expected services 
inflation in Brazil could make inflation more difficult to control. On the other hand, a reduction in 
global economic growth and a greater reduction in inflation in the world due to restrictive 
monetary policies could help reduce inflation in Brazil. The firm commitment to fiscal targets is 
essential so that longer-term inflation expectations converge towards the target and thus help 
the disinflation process. 
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Monetary Policy: Copom members anticipated cuts of 0.50 percentage point in the next 
meetings and judged that this pace is appropriate to keep the necessary contractionary 
monetary policy for the disinflationary process. The total size of monetary policy easing will 
depend on the inflation dynamics, inflation expectation especially in the longer-run, output gap 
and balance of risks to inflation.   

Our expectation. 

The tone of the Inflation Report was quite similar to the Copom minutes and communiqué. Our 
baseline scenario assumes that Copom will keep the 50bps cut of Selic rate per meeting, 
ending up this year at 11.75%, next year at 9%, and 2025 at 8%.   

The inflation outlook for the next years is more favourable in the sense that forecasts are closer 
to the 3% central target. The lower the effective inflation ahead, the more comfortable the 
Central Bank would be to stick to its plan of rate cut at least until next year. We have a relatively 
more favourable view, once we see conditions for Selic rate cut until 2025, with a lower 25bps 
pace of rate cut from May 2024 onwards. 
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