
Unanimity among COPOM members reinforces the Central Bank's 
autonomy.

Highlights

As expected, the monetary policy committee maintained the basic interest rate at 10.50% per 
annum, halting the downward cycle that began in mid-2023. Adopting a tougher tone in the 
statement, the members acknowledged that the external scenario remains adverse while the 
domestic economic activity has performed better than expected, particularly in the labor market 
which remains quite heated. On the inflation side, the committee revised the IPCA forecasts 
from 3.8% to 4.0% in 2024 and from 3.3% to 3.4% in 2025, also simulating an alternative 
scenario with a stable Selic rate over the relevant horizon, which would bring the 2025 
projection to around 3.1%, close to the target, but still above it. The statement emphasized the 
continuous expansion of the expectations de-anchoring and highlighted the committee's 
commitment to reversing this process, with the members unanimously voting for keeping the 
current interest rate level.

In this regard, the consensus among voters helped dispel noises of political influence from the 
current government on COPOM, in a week marked by speeches from the President of the 
Republic criticizing the institution. In press interviews, President Lula was quite incisive in 
contesting the actions of Central Bank President Roberto Campos Neto and the current high 
level of interest rates, which is not aligned with the government's view of stimulating 
investments. Amid discussions about expense adjustments and measures to compensate for the 
sectoral tax exemptions, the noises from the government generated more market volatility, 
particularly impacting the exchange rate channel. In the statement, the committee reiterated 
that it closely monitors fiscal developments and stressed the need for credible fiscal policy to 
help anchor expectations. It is important to note that the alternative scenario presented by the 
Central Bank used an exchange rate of R$5.30, which if unchanged, would bring the 2025 
inflation projection very close to the target. However, with the recent depreciation of the Real to 
R$5.45 due to political noise, the Central Bank's inflation model projection would undergo 
another upward revision.

Finally, without the constraints of forward guidance, the commitment to re-anchor 
expectations will dictate the Central Bank's actions in upcoming meetings. The committee 
adopted a vigilant stance and emphasized that monetary policy should remain contractionary 
until the process of convergence of current and future inflation to the target occurs, not ruling 
out the possibility of occasional interest rate adjustments to achieve this goal. Thus, for now, we 
believe that the 10.50% Selic rate should remain stable until the end of the year, with rate cuts 
resuming only in 2025.
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In Brazil, the week will be marked by the 
release of the COPOM minutes, the 
Quarterly Inflation Report, and the IPCA-
15 for June, which we expect to increase 
by 0.50% MoM. Additionally, labor 
market data and the Central Bank's 
economic-financial notes for May will be 

released.

Internationally, the highlight will be the 
release of May's PCE and the revision of 
the first quarter GDP of the United 
States.
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