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International

In April, the United States Consumer Price Index
(CPI) rose by 0.4% from March. This means that in-
flation, which has been slowing down, reached 4.9%
in the last twelve months.

The Fed likely finished its cycle of rate hikes with the
key interest rate between 5.00% and 5.25%. We think
that this rate will remain stable until at least the end
of the year.

Brazil

We raised our first quarter growth estimate t0 0.6%
due to a stronger-than-expected activity early in
the year. This increased our 2023 growth outlook
from 0.9% to 1.2%. We expect this projection to
reflect a significant rebound in agricultural output,
steady consumption and labor market, and lower fis-
cal risks with the introduction of the new fiscal frame-
work project in congress.

The volume of services rose by 0.9% in March, fol-
lowing a 0.7% increase in February, after adjusting
for seasonal factors. Retail sales grew by 0.2% in the
restricted category and 0.4% in the expanded mode.

We expect that the Services sector activity will slow
down in the medium term as it reaches its growth
limit. So far, all segments except Family Services have
recovered from the pandemic-induced slump. Family
Services volume is still 6.2% below its February 2020
level.

We expect retail growth to be driven by sectors that
depend more on income because of the strong la-
bor market and the real increase in the minimum
wage. For sectors that are more affected by the mone-
tary cycle, however, the outlook is unfavorable, due to
the high level of interest rates and the high household
debt.

In April, the National Consumer Price Index (IPCA)
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CPI - Contributions to Inflation
Change from a year ago, percentual points
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Recovery of the Services Sector
Index Feb/2020 = 100, seasonally adjusted
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Income sensitive retail
Average with a three month rolling window, seasonally adjusted
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rose by 0.61%, after increasing by 0.71% in March.

This means that the IPCA has grown by 4.18% in the
last twelve months and by 2.72% this year.

In the medium term, we expect food prices to have
a smaller impact on total inflation in 2023, as agri-
cultural output recovers and the base effects from last
year fade away. In the energy sector, we think that
prices will depend on the global activity level, which is
very uncertain right now. In any case, we also expect
energy and fuel prices to contribute less to inflation
this year. Lastly, the underlying inflation more linked
to the business cycle should remain pressured and
cool down more slowly as activity slows down gradu-
ally.

The unemployment rate ended the first quarter of
the year at 8.8% - 0.9 p.p. higher than the level seen
in the three months ending in December.

For now, the employment data show a hotter labor
market than expected at the beginning of the year.
We think, however, that this dynamic will not last in the
next quarters, which will be characterized by a slower
growth of the labor force and employment. These
movements will cause the unemployment rate to fluc-
tuate. The background is an economy slowing down
due to monetary tightening, high household debt and
a less favorable external scenario.
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Credit sensitive retail

Average with a three month rolling window, seasonally adjusted
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Disclaimer

The points of view expressed in this document constitute the private opinions of the analyst responsible for
its elaboration up to the date of publication.
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