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Highlights 

- News flow since the last Copom points to no relief for price dynamics. Inflation continues to run at a high level; 

inflation expectations for 2022 and 2023 have risen and global environment has also deteriorated; 

- Our simulations replicating the Copom model suggest an increase in the IPCA projection for 2022 from 7.1% to 

7.8% from March meeting; and stability at 3.4% for 2023; 

- We expect a 100-bp hike in the Selic rate at this meeting. As the inflation scenario remains challenging, we 

understand the Copom will leave the doors open for a potential final adjustment in June. 

 

Hawk-Dove Heatmap: no relief  

News flow since last Copom meeting provides no relief for the challenging inflation outlook.  

Inflation continues to run at a very high level. March IPCA came out much above expectations, due to both 

volatile and non-volatile items. April Mid-monthly IPCA-15 was better than expected, but it does not mean 

much, since expectations were already elevated. The average of IPCA core measures picked up to 10.9% in the 

3-month moving-average (see table).  

Against this backdrop, inflation expectations for 2022 and 2023 have risen since last Copom. 

Beyond the dataflow, global inflation environment has also deteriorated. The war in Ukraine continues, without 

concrete signs of upcoming closure. Fresh lockdowns in China create the risk of further disruptions in global 

supply chains.  

On the output front, data were mixed. According to Central Bank’s Focus survey, GDP growth forecasts 

increased for 2022, but fell for 2023.  

The exchange rate dynamics had the potential to bear positive news for the Copom, as the Brazilian real 

appreciated 8% on the weeks following the previous meeting. However, recent depreciation has driven the 

currency back to where it was, at around 5 reais to the dollar.  

Still, commodity prices measured in reais have been relatively stable since October last year, which represents 

a potential disinflationary driver for 2H22. 



 

 

BCB model: higher inflation forecast for 2022, stable (target) for 2023 

At the last Copom meeting, the inflation forecasts in the BCB reference scenario were 7.1% for 2022 and 3.4% 

for 2023. 

The Copom presented an alternative scenario, including different levels of oil prices. We believe the committee 

will no longer use this alternative scenario. Oil prices in both “reference” and “alternative” scenarios would be 

relatively close now. Therefore, our simulations only comprise the “reference scenario”.  

Since the last Copom´s meeting, the median of Selic rate forecasts in the Focus survey rose from 12.75% to 

13.25% in 2022 (end of period) and from 8.75% to 9.25% for 2023. The exchange rate moved to R$5.00/US$ 

from R$5.05/US$. Inflation expectations, also from BCB’s Focus survey, edged up from 6.4% to 7.9% for 2022, 

and from 3.7% to 4.1% for 2023. 

While a higher Selic path and more stable commodity prices measured in BRL contribute to reducing inflation 

forecasts, higher than expected inflation prints and rising expectations act in the other direction. The net effect 

on market-price inflation in 2022 (75% of IPCA) is 106 bps (see table). Regulated price inflation forecast (25% 

of IPCA) should drop for this year - from 9.5% to 8.2% - due to the decrease in oil prices.  

All in all, the IPCA forecast for 2022 in the reference scenario should rise to 7.8% from 7.1%. 

For 2023 we believe the forecast will remain at 3.4%. Tighter monetary policy and a mild decrease in 

administrative prices forecast is offset by higher inertia from 2022 and higher market forecast for 2023. 



 

 

Policy decision and Communication: close to the end, but not necessarily there yet. 

The Copom has signaled since the last meeting that the moment approaches for a pause in the monetary 

adjustment cycle. We understand that the committee will be more explicit in this regard in this month's post-

meeting statement.  

However, as the inflation scenario remains challenging (see Heatmap section above), we understand the 

Copom will choose to leave the door open for a potential additional adjustment in June.  

The wording for the policy paragraphs of the statement that express this view could read as follows: 

 

 

 



 

XP view: the outlook will demand a final hike in June 

The Copom has signaled the Selic rate at 12.75% is enough to bring inflation to the target in the relevant 
horizon. However, we believe the committee will eventually change its mind and decide for a final hike in June.  
 
The main reason is that inflation dynamics will remain unfavorable in June. Under normal circumstances, the 
central bank should target inflation forecasts rather than current inflation figures, due to monetary policy 
lagged effects.  
 
However, since inflation expectations have been too sensitive to short-term inflation - and they are drifting 
away from the target path - we believe the Copom will eventually find risky to interrupt the tightening cycle in 
June.  
 
Thus, after this week’s 100-bp hike, the Copom will deliver a final one of 100 bps in the following meeting, 
taking the Selic to 13.75%. It may well be a smaller final hike, but we opted for keeping the 100-bp pace, that in 
our view maximizes the probability of a timely convergency to the target.  
 
If the move proves too much, the Copom will have the opportunity to start an easing cycle earlier than expected.   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
Disclaimer 

This material was prepared by XP Investimentos CCTVM S.A. (“XP Investimentos” or “Company”) and should 

not be considered as a research material for the purposes of article 1° of CVM Instruction 598/2018. All 

opinions, projections and estimates constitute the judgment of the author as of the date of transmission and 

these, plus any other information contained herein, are subject to change without prior notice. The Company 

does not support or oppose any political parties, political campaigns, candidates, or public officials. 

Furthermore, XP Investimentos is not permitted to give corporate funds, property or other resources to political 

parties or candidates and will not reimburse any shareholders, directors, officers, employees, and licensors for 

such contributions or expenditures. XP Investimentos and its affiliates, parents, shareholders, directors, 

officers, employees, and licensors will not be liable (individually, jointly, or severally) to you or any other person 

as a result of your access, reception, or use of the information contained in this communication.  

Past performance is no guarantee of future results. Therefore, nothing in this report constitutes a 

representation that any investment strategy or recommendation contained herein is suitable or appropriate to 

a recipient’s individual circumstances or otherwise constitutes a personal recommendation. This report is 

published solely for information purposes, it does not constitute an advertisement and is not to be construed 

as a solicitation or an offer to buy or sell any securities or related financial instruments. This material (including 

any attachments) is confidential, may contain proprietary or privileged information and is intended for the 

named recipient(s) only. 


