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Global inflation remains under pressure. The con- . 7\ .
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tion gauge, rose 3.4% YoY in August. In the Euro Area,
harmonized CPI accelerated to 3.7%. As a result, infla-
tion has moved further away from the 2% target pur-
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Inflation accelerates and moves back above target. § 8 5 & ¥ 3§ B 8 E E 2 %
According to the IBGE, Brazil's IPCA rose 0.82% MoM - Headiline Index - Core
in September, after falling 0.32% in August, bringing
12-month inflation to 4.58%, once again above the IPCA Inflation Trend S
Annual variation (%) Source: IBGE. Elaboration: 4intelligence
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YoY. Even so, we believe the Central Bank will continue S A
cutting the Selic, as interest rates remain clearly restric- _

Inflation Heatmap
tive and economic activity has been losing steam since Monthly variation (%). Source: IBGE
the second quarter. We expect the Selic rate to end . -
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Economic activity continues to slow. In August,
Brazil's economy continued to lose steam. Industry
saw the sharpest slowdown: according to the PIM, out-
put fell 0.6% MoM (-1.2% YoY), led by a 1.7% MoM
decline in Semi- and Non-Durable Consumer Goods.
Retail (PMC) and services (PMS), in turn, were broadly
stable, posting changes of 0.1% MoM and -0.1% MoM,
respectively. The slowdown reflects the lagged effects
of restrictive interest rates and the heavy burden of
financial obligations, such as interest payments and
debt servicing, on household budgets, limiting dispos-
able income available for spending on goods and ser-
vices.

IBC-Br posts a positive reading despite slower ac-
tivity. According to the BCB, the index rose 0.3% MoM
(+1.2% YoY) in August, following two consecutive de-
clines. The result contrasted with the sector surveys
previously released by the IBGE, as Industry was the
main driver of monthly growth (+0.9% MoM), while
Agriculture, the sector least sensitive to the business
cycle, posted the largest decline (-1.8% MoM). In our
view, this result does not alter the assessment that eco-
nomic activity remains on a path of moderate deceler-
ation.

Politics

Flavio Bolsonaro wins the first round. In the pres-
idential election held on Oct. 4, Flavio Bolsonaro re-
ceived 47.03% of valid votes, compared with 45.16%
for Lula. The result differed from the polls released
in the days leading up to the election and made the
PL candidate the favorite to win. Post-election polls
suggest Flavio has maintained his lead: according to
4intelligence’s poll aggregator, based on surveys re-

leased through Oct. 22, he holds 49% of voting in-""

tentions, versus 47% for Lula. Given the margin of er-

45%

ror, however, the race remains statistically tied. As a

result, markets are awaiting the runoff for clearer sig-

nals regarding the fiscal adjustment proposals of the
eventual winner.
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Heatmap of Economic Activity
Seasonally adjusted series, Monthly variation (%). Source: IBGE, Central Bank of Brazil
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Industrial Production: Semi- and Non-Durable Consumer Goods
2022 average = 100, seasonally adjusted. Fonte: IBGE

A
I,

104

=
—
L —
—

3

102

100

ago/2022 </
)/
ago/2026 =

fev/2023
ago/2023
fev/2024
ago/2024
fev/2025
ago/2025
fev/2026

IBC-Br and its cyclical components
2022 average = 100, seasonally adjusted series. Fonte: BCB
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Estimates based on 174 polls published between June/25 and October/26 | Model: Empirical Bias
Institutes: Alfa, Atlas, Datafolha, DataTrends, Futura, Gerp, Ideia, Indexa, Ipespe, MDA, Nexus, Palver, Paran Pesquisas, PoderData, Quaest, Realtime Bigdata, and Vox Brasil
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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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