
We revised our exchange rate projection for 2024 to R$ 5.40, and IPCA 
should rise this year and next year.

Highlights

The more constructive bias for the exchange rate arising from the robustness of external 
accounts lost momentum in the second quarter of the year. The May balance of payments 
result showed a US$ 3.4 billion deficit, in line with market expectations. The worsening, 
compared to April, was mainly due to the deterioration of the services and income balance, with 
the deepening in other services and profit remittances breakdown, and a weaker direct 
investment in the country on the financial account side, with a significant capital participation 
drop in May. In this regard, the Central Bank revised expectations for current transactions for 
2024 in the Quarterly Inflation Report, highlighting the worsening of services profits and 
dividends, as well as the revision of FDI to US$ 65 billion compared to US$ 70 billion published 
in March. As a result, without prospects for structural improvements and amid a weakened 
political and fiscal scenario, we believe that the BRL will end the year at R$ 5.40 and R$ 5.30 in 
2025. We will detail our assumptions for this scenario more precisely in our Special Report on 
exchange rates and external accounts, to be published early next week.

On the inflationary side, incorporating the exchange rate pass-through, we raised our IPCA 
projection from 3.8% to 4.1% for 2024 and from 3.5% to 3.7% for 2025. In food at home, 
although short-term pressures due to the impacts of the rains in Rio Grande do Sul will dissipate 
in the next releases, the exchange rate effect, according to the Central Bank's metrics, should 
keep food prices higher in the second half of the year, raising our estimate for the group to 6.3% 
in 2024 and 4.7% in 2025. Additionally, the industrial goods segment should end 2024 at 2.7%, 
as the core of industrial IPA in wholesale has not yet shown clear signs of cooling throughout the 
year.

Finally, without the direct impact of the exchange rate, underlying metrics and labor-intensive 
sectors continue to indicate a slower deceleration of services. The sharp cooling of the group in 
the IPCA-15 in June was mainly driven by airfare deflation, a very volatile item within the index. 
Without this factor, the core change in services remained relatively stable, with pressures mainly 
coming from food outside the home. In labor-intensive sectors, the slight deceleration at the 
margin collides with a new downside surprise in the May unemployment rate, reaching 7.1% in 
the quarter. With a new increase in real income, reaching 5.6% for the year, the impacts of the 
labor market on inflation remain uncertain. Thus, we revised our service expectation from 4.2% 
to 4.3% in 2024, ending 2025 at 4.4%.
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In Brazil, the lighter agenda will highlight 
the release of the May Industrial 
Production Survey and the consolidated 
data of the June Trade Balance.

Internationally, the highlight will be the 
release of employment data in the 
United States, as well as the ISM Services 
and the FOMC Minutes. In the Eurozone, 
the highlight will be inflation and 
unemployment data, while in China the 
PMI data will be released.

06/28/2024                                                                                                                 WR.70                

Weekly Report

Economic Calendar

Copyright Reserved | Reproduction and Sharing Prohibited | www.buysidebrazil.com  | contact@buysidebrazil.com 

http://www.buysidebrazil.com/
mailto:contact@buysidebrazil.com


Weekly Report

Copyright Reserved | Reproduction and Sharing Prohibited | www.buysidebrazil.com  | contact@buysidebrazil.com 

http://www.buysidebrazil.com/
mailto:contact@buysidebrazil.com

	Slide 1
	Slide 2
	Slide 3

