Radar 4i | June 15, 2023

International

The Fed kept its key interest rate unchanged at
5.00% - 5.25% this month.

Despite the higher rates, consumption and employ-
ment remain strong, suggesting a smooth transition to
lower inflation and stable growth.

Brazil

Brazil’'s GDP rose 1.9% in Q1 2023, seasonally ad-
justed, boosted by a 21.6% jump in agriculture.

However, domestic demand was sluggish, as house-
hold and government spending grew modestly and
Fixed Investment contracted. This reflects the tight
macroeconomic environment - high interest rates and
household debt. Based on Q1 results, we lifted our
2023 growth estimate from 1.2% to 2.0%.

Restricted retail edged up 0.1% in April, after ris-
ing 0.8% in March, seasonally adjusted. Expanded
retail, which includes vehicles, construction materials
and food and beverage wholesalers, dropped 1.6%,
dragged by the automotive sector.

We expect retail dynamics to depend on two oppos-
ing factors in the medium term. On one hand, in-
come recovery, lower inflation and labor market re-
silience should support key sectors like Hyper and su-
permarkets. Onthe other hand, high interest rates and
household debt limit the growth of credit-dependent
segments - such as durable goods and construction.

For services, we expect the sector to benefit from its
income sensitivity — which has improved lately. How-
ever, the sector faces the challenge of high domestic
indebtedness — which reduces household resources.
The scenario, thus, is set for the segment to fluctuate,
influenced by these two opposing forces.

The IGP-M showed a deflation of 1.84% in May,
driven by the biggest drop in the IPA ever recorded
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Income 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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