
The internal environment indicates possible new revisions of projections

Highlights

The political and fiscal scenario in Brazil has shown significant deterioration marginally. Three 
main events have culminated in the increase of internal uncertainties: (i) the discussion about 
Petrobras dividend distribution, (ii) the change in the fiscal framework, which releases over R$ 15 
billion to the government, anticipating the possibility of opening supplementary credit, and finally, 
(iii) the alteration of the primary result targets for 2025 and 2026 to 0% and 0.25% of GDP, 
respectively. Thus, the previous optimism regarding tax collection data surprises has been 
undermined, and risk aversion for public accounts prevails. Along with this, there was a greater 
tension prevailing in Congress, which became more evident after the urgent approval of Bill No. 
895/23, which criminalized land invasions and had a significant defeat for the government in the 
Lower House.

Therefore, the devaluation of the real remains higher and was intensified by recent speeches by 
the Central Bank president. Although continuing to reiterate that there is no mechanical 
relationship between Brazilian and American interest rates, Roberto Campos Neto has emphasized 
the importance of the Fed's actions and highlighted the impact of fiscal expectations on risk 
premiums. Even if this is reflected in higher estimates for the Selic rate, according to future 
interest rate behavior, this currency weakening tends to have a predominant effect on the 
institution's base scenario at the next Copom meeting in May. Our simulations indicate that the 
exchange rate should return to at least R$ 5.10 for the monetary easing guidance to be preserved. 
Today, a 25bps cut in the next Committee decision has gained probability - but remains subject to 
the evolution of the scenario in the next two weeks.

Additionally, we have revised our scenario for 2024 growth from 1.9% to 2.1%. According to the 
activity data for the beginning of the year, industry and retail are stronger than expected. 
Furthermore, the PMC may bring another high number in March, according to some higher-
frequency indicators. This adds to the resilient wages seen in the last releases of the Continuous 
PNAD, which are likely to continue supporting consumption. This perspective, therefore, is an 
additional vector of attention to possible inflationary pressures from the Central Bank. For now, 
we maintain our expectation for inflation, considering the latest IPCA result, and a greater 
weakness in hard services data. However, we emphasize that the recent exchange rate dynamics, 
if preserved, are likely to influence our numbers.

In turn, the external scenario remains predominantly risk-off. In the US, Fed officials have 
consistently brought a more hawkish tone, reflected in the strengthening of the dollar and the 
opening of Treasuries. Along with this, this week's data once again confirmed the persistence of 
strength in the American economy. Highlight retail, which showed a result well above expectations 
(0.7% MoM vs consensus of 0.4%), with a significant acceleration in the control group (1.1% MoM 
vs consensus of 0.4%), a kind of the core of commerce. Finally, it is worth mentioning the high 
temperature of geopolitical conflicts, which have added even more uncertainties to market prices.
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In Brazil, the week will again be sparser 
in economic data, but the highlight will 
be the release of the IPCA-15 for April, 
which is expected to accelerate to 0.30% 
MoM according to our estimate, 
reflecting an increase in airfare and 
natural products, mainly.

Internationally, US data will have greater 
relevance. First, attention will be on the 
first estimate of the GDP result for the 
first quarter of 2024, with the median of 
expectations pointing to a slowdown, 
and then on the PCE Deflator for March.
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