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International

Global inflation eased in July, but oil prices rose
again. Largely due to the decline in oil prices between
mid‐May and early July, inflation slowed worldwide
in July. In the U.S., the two main consumer inflation
gauges, CPI and PCE, eased to 3.4% and 3.7% YoY, re‐
spectively. However, both remain well above the Fed’s
informal 2% target. Combined with the resilience of
economic activity, this continues to push back expec‐
tations of interest rate cuts in the USA over the coming
months. Even so, the moderation in inflation strength‐
ened market expectations that the FED would refrain
from raising interest rates in September. Geopoliti‐
cal tensions between the USA and Iran, however, trig‐
gered a renewed upward trend in oil prices beginning
in early July. Although considerably less pronounced
than the surge observed betweenMarch and April, this
increase is expected to make it more difficult for infla‐
tion to continue easing in the months ahead.

Brazil

Selic rate cut for the fourth consecutive meeting.
On August 5, Copom reduced the Selic rate from
14.25% to 14.00% per year, continuing the easing cy‐
cle that began inMarch. One of the factors supporting
the decision was a series of positive inflation surprises.
Brazil’s IPCA rose by just 0.07% MoM in July, slowing
to 4.44% YoY. The moderation in inflation was driven
mainly by deeper deflation in the Food and Beverages
category, deflation in Clothing, and a slowdown in
price increases in Transportation. In our assessment,
the recent easing of inflation opens the door for an‐
other 25‐basis‐point cut in the Selic rate at the next
Copom meeting. However, given the rebound in in‐
ternational oil prices and the prospect of higher food
prices associated with El Niño, this is likely to be the
final rate cut of the year.
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Economic activity posted mixed results in June.
Monetary easing is taking place amid still uneven ac‐
tivity. According to the PIM, Brazilian industrial out‐
put fell 1.8% MoM in June, weighed down by still‐
high interest rates and weaker sales to the U.S. fol‐
lowing higher tariffs. By contrast, the PMC showed
that real revenue in core retail sales rose 0.5% MoM,
while broad retail sales fell 1.0% MoM. The improve‐
ment in core retail was driven mainly by Food Retail,
which grew 1.1%MoM, supported by food‐price defla‐
tion in June. In contrast, Fuels posted a sharp decline
﴾‐1.7% MoM﴿, reflecting higher global oil prices. Fi‐
nally, the PMS showed services were flat in June ﴾0.0%
MoM﴿. Audiovisual, IT and professional services ad‐
vanced, while transportation declined.

Labor market starts to show signs of slowing. Ac‐
cording to the PNAD Contínua, the unemployment
rate stood at 5.4% in June. Seasonally adjusted, it
reached 5.5%, up 0.04 pp fromMay. Meanwhile, usual
and effective earnings edged down 0.5% and 0.3%, re‐
spectively. Although the labor market remains strong,
recent indicators point to more moderate conditions
compared with earlier this year. The main reason is
the recent slowdown in economic activity.

Politics
Election campaign officially begins. Amid contro‐
versies involving the leading candidates in the polls
﴾Flávio Bolsonaro and Lula﴿, the official campaign pe‐
riod has started, marking the stage when candidates
present their proposals to voters. According to 4in‐
telligence’s poll aggregator, Lula leads the first‐round
race with 41% of voting intentions. Flávio ranks sec‐
ond with 35%, while all other candidates hold 5% or
less.
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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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