
Despite the more hawkish statement tone, dissent among members was 
the highlight of the COPOM decision.

Highlights

As expected, the Central Bank reduced the Selic rate by 0.25 percentage points, shifting from 
10.75% to 10.50%. The statement struck a tougher tone, reinforcing increased uncertainties in the 
external scenario, especially regarding the resilience of the United States economy, and highlighting 
the greater dynamism of the domestic scenario, with the robustness of economic activity and labor 
market. The committee also emphasized the importance of a credible fiscal policy, committed to 
debt sustainability, which contributes to reducing the risk premium and anchoring inflation 
expectations,  currently not within the target range. Thus, the committee chose to slow down the 
pace of interest rate cuts, adopting a more cautious stance and emphasizing monetary policy should 
remain contractionary until the disinflation process and anchoring of expectations materialize.

Although the decline magnitude was already priced in by the market, dissent among voters 
intensified debates about the horizon of monetary policy conduction. From 9 members, 5 voted in 
favor of a 0.25 percentage point reduction, while the others voted for a 0.50 percentage point 
reduction, as signaled by the COPOM last March. It is worth noting that forward guidance was 
conditioned on the maintenance of the baseline scenario expected by the Central Bank, which, 
according to the statement, has changed. Additionally, the guidance had already been somewhat 
relaxed by President Roberto Campos Neto, who during the IMF meeting in mid-April explicitly 
outlined the possible scenarios for rate cuts depending on the evolution of economic data. Thus, 
despite the debate about how significant the changes of the last 45 days were, the divergence 
highlight pointed to the more dovish position adopted by members appointed by President Luiz 
Inácio Lula da Silva, who will become the majority of voters next year. In this sense, dissent 
supported a more aggressive interest rate cut stance, starting in 2025, aligned with the 
government's position.

With no indications of the next steps from the committee, we maintain for now our scenario of 
another 0.25 percentage point cut at the next meeting, with the terminal rate at 10.25%. 
Economic activity in the United States remains heated, with inflation and labor market data still 
soaring, which we believe is not consistent with Fed Funds rate cuts. Thus, the impact via currency 
depreciation should affect BC's inflation model, requiring a higher Selic rate to anchor expectations. 
We acknowledge that the bias for interest rates, especially for next year, is downward, but we will 
wait for the minutes of the meeting next Tuesday for any scenario adjustment.

On the inflation side, the IPCA headline for April corroborates the Central Bank’s inflation upward 
revision. The index rose by 0.38% MoM, above market consensus (0.35%), with surprises 
concentrated in ex-core items, keeping the more constructive view of current inflation unchanged. 
The upward contribution came from Administered prices, with a significant impact from Gasoline 
(+8bps), although Subdued Services cooled down on the margin in both original and seasonally 
adjusted data. In the COPOM statement, the committee revised monitored expectations to 4.8% in 
2024 and 4.0% in 2025, while headline inflation moved to 3.8% in 2024 and 3.3% in 2025, from 3.5% 
and 3.2%, respectively.
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In Brazil, attention will be turned to the 
release of the COPOM meeting minutes 
on Tuesday, along with economic activity 
data such as the PMS, IBC-BR, and the 
GDP Monitor.

Internationally, focus on activity and 
inflation data in the United States, 
especially the CPI and the PPI. 
Meanwhile, in China, there will be the 
release of industry and employment 
data.
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