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International

The US CPIrose by 0.2% month-over-month in July,
mainly driven by housing costs — which accounted
for about 90% of the monthly increase. The index
recorded a 3.2% year-on-year change.

The FOMC — the Fed’s policy-making comitee — de-
cided to lift the Fed Funds target range by 25 bps to
5.25%-5.50% at its July meeting, the highest level
since 2001. We anticipate the Committee to pause
the tightening cycle again in September, while the fu-
ture course of interest rates will rely on the pace of
moderation of core US inflation, which is stillabove the
comfort zone.

Brazil

We estimate that GDP has remained stable (0.0%)
in the second quarter. We expect a negative con-
tribution from agriculture after a strong Q1, offset by
stable industry despite tight monetary conditions, and
service sector growth, supported by the resilient labor

market and income recovery.

We also raised our 2023 growth forecast from 2.0%
to 2.4% due to the performance of Agribusiness and
Services. In 2024, growth is projected to slow t0 1.4%,
reflecting the limited room for service expansion and
some loss of momentum in the labor market.

The Services sector remained resilient in June, ex-
panding by 0.2 percent — after a 1.4 percent surge
in May. Retail sales also grew by 1.2% in the broad
measure, boosted by the automotive market, while in-
dustry showed a marginal increase (+0.1%,).

We anticipate the industry to benefit from the mone-
tary easing in the coming months — even though in-
terest rates will stay high for a while. For retail, we
see income-sensitive segments sustaining the sector,
which gains from lower inflation — especially for food

and fuel. The outlook is also favorable for the ser-
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Economic heatmap
Seasonally adjusted series, monthly change (%)
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vices sector, although some moderation in growth is
expected due to the strong performance of recent
months.

The IPCA rose 0.12% in July and reached a 3.99%
year-over-year change.

The evolution of the brazilian main price indicators has
revealed that the disinflation process has intensified in
the last quarter. The main driver of this movement is
food, due to the fall in agricultural commaodity prices
in the global market, especially grains and energy in-
puts, reflecting the weaker international activity. In
any case, due the recent volatility of the global oil price,
we expect fuels to be, in the near term, a source of in-
flation - a scenario that prompted us to revise our in-
flation forecast from 4.8% to 5.0%.

The Governability Index (I-GOV) from 4intelligence,
which gauges the environment for the progress of the
Executive’s agenda before the Legislative, the Judi-
ciary and Public Opinion, dropped 2 percentage points
from June to July - from 48% to 46%. The move re-
flectsjudicial dynamics —which are ruling on decisions
from the previous government. Inthe Legislature, only
one edict was resolved in July, and approved with
amendment.You cand find the I-GOV, in portuguese,
here.
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IPCA - Free and administered prices
Year over year (%)
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Contributions to annual inflation
Percentual points, weighted by the 2019 POF

10
8
6 II
4 |

--. i
BT L T—

o AmENENREN S e m == E Ol -llllllllllllIIIIIIIIIIIIII
o o o o o o~ — — o o
2 3 &8 8§ § &8 ¥ & &8 ¥ §8 § § § & g
o o o o o o o o o o o o o o o o
§ ¢&§ & § ¢& & & &8 &8 ¢ & § ¢ & & 8§
5 o ® © & 8 5 & © T & B8 ©° ® =
' o3 [+ o o3 s oy o [+ ' o3 S
$ o = 8 6 o = A8 6 o = _3 6 o = A

§ Food Home

Personal Expenses [ Habitation I Clothing
It

Transportation I Communication " Education B Health

Source: IBGE Elaboration: 4intelligence

I-GOV
Percentual points

Lula Il Dilma |
100 = 3
90

A,
o \(er\ “U‘\/E'/“ V/

Dilma Il Temer Bolsonaro Lula ll

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

- Congress - Judiciary ~ Governability

Source: 4i



https://blog.4intelligence.ai/wp-content/uploads/2023/08/4intelligence-I-Gov-Julho.pdf
https://blog.4intelligence.ai/wp-content/uploads/2023/08/4intelligence-I-Gov-Julho.pdf
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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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