Global E"ﬁ'ler”"‘m:?rf(éts YearAhead Cd‘r‘hterence Bank of America
17

Bra”'T Economic Outlook
land AgendLLBC#

_ﬁ”‘ .

Roberto Campos Neto
Governor of Banco Ceqtral do Brasil

B =
= — ‘_.._.o:-!-_‘ —
<! - | | o
= K. B =
o < —
- B >
- KEmE : -
2 —_— == — ——T N
e =¥ - = =
e - N — ~2
Lo == —
D e
® =
=
>
~
D>
-

i November 24, 2021 /

4 L BANCO CENTRAL
L ¢ Do BRASIL

bcb.gov.br


https://www.bcb.gov.br/

COVID-19

Covid-19: new deaths and vaccination
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Deaths rising in Europe, specially in Eastern Europe, where vaccinationis lower and there is less disposition to be vaccinated.
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COVID-19 Brazil

Brazil: Covid-19 vaccination

Brazilian vaccination campaign has advanced.
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Brazil: vaccination by age group (%)
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GLOBAL ECONOMY Economic activity

Economic activity
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Downward revisions to 2022 GDP have intensified amid negative surprises in activity and supply bottlenecks.
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Emerging economies: economic activity

Economic activity indicators are diverging across countries, with less dynamism in the industrial sector.
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China

Chinese economy slowdown. Delta variant, real estate sector and energy crisis responsible for downturn.
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The expected rebalancing of the inflation of goods and services after the reopening of the economies has not happened.
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Advanced economies: inflation
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Emerging economies: inflation
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Sectoral bottlenecks
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Indicators suggest bottlenecks in the global economy.
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Bottlenecks: supply or demand?

Elevated manufacturing output suggest bottlenecks are being mostly caused by strong demand rather than weak supply.
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Green inflation

The transition for a greener economy is fueling a huge demand for key raw materials and adding to the global inflation
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Rare-earth metals
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Energy prices

Higher demand for goods has led to increased energy consumption and prices.
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Monetary policy

MONETARY POLICY PRICING

Change in Present
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Fiscal adjustment

Fiscal change is 5 times higher than post-GFC as a proportion of global GDP. Brazil isamong the countries with the greatest fiscal consolidationin 2021.
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Brazil’s GDP: forecasts for 2022

GDP - Evolution of the 2022 GDP projection
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Assumptions for BCB’s forecast in September’s Inflation Report
= Decreasein uncertainty over time;

= Maintenance of the fiscal regime;

= Higher electricity prices, but no rationing;

= Pandemic continuing to recede.

There is a downside bias to the projection.

= Higher fiscal uncertainty;

= Expectations of tighter monetary policy;

= Negative surprises of high frequency indicators.

However, some factors are expected to contribute to the 2022 GDP:

= Favorable perspectives for agriculture and extractive activity;

= Sectors that are still depressed and that should continue to benefit from
the opening of the economy (such as Governmentand Other services);

= Expectation that the normalization process in the supply of inputs will
contribute favorably to the activity in 2022.

17
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IPCA and target (% YoY)
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CPI: surprises and decomposition

CPI surprises (% MoM) » Contribution to MoM change (in p.p.)
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Inflation Expectations
Deviation from the target
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Monetary policy

242" Copom Meeting — October 2021

* Inits 242nd meeting, the Copom unanimously decided to increase the Selic rateto 7.75%p.a.

 The Committee judges that this decision reflects its baseline scenario for prospective inflation, a higher-than-
usual variance in the balance of risks and is consistent with the convergence of inflation to its target over the
relevant horizon for monetary policy, which includes 2022 and 2023.

« The Committee considers that, given the deterioration of the balance of risks and the increase in its inflation
projections, this pace is the most appropriate to guarantee inflation convergence to the targets at the relevant
horizon.

e At this moment, the Copom's baseline scenario and balance of risks indicate as appropriate to advance the
process of monetary tightening even further into the restrictive territory.

* For the next meeting, the Committee foresees another adjustment of the same magnitude. The Copom
emphasizes that its future policy steps could be adjusted to ensure the achievement of the inflation target and
will depend on the evolution of economic activity, on the balance of risks, and on inflation expectations and
projections for the relevant horizon for monetary policy.
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Source:STN, BCB 23



DOMESTIC ECONOMY

Fiscal: expenses, primary deficit and simulatic ri‘ls’fof GGGD
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Expenses containment and improvement of primary deficit. To improve the fiscal results, we must keep on the path of reforms
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*Expenses and primary fiscal balance forecasts come from “Prisma Fiscal”’, October 2021. GDP forecast come
from QPC, October 2021 and 2019 figures do not include changes from Annual National Accounts of that year.

Source: BCB.

Simulations of GGGD/GDP trajectory*
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== Base simulation (Focus)

== Alternative simulation
=@= Focus medianfor GGGD/GDP (Nov/11)

* Simplified simulations of the DBGG/GDP trajectory, built from the debt movement equation. Hypotheses for
both exercises: i) Projections for Selic, IPCA, real GDP and primary fiscal deficit/GDP based on the respective
Focus medians. In case of notavailable data, the projection for the last available year is used; ii) Projection of the
primary deficit of the general government is equal to the primary deficit of the public sector;iii) To calculate the
debt interest rate, the projection of the average Selic for the year is used (obtained as the average of values /
projections for December of each year), plus an averagespread of the historical series (1 p.p.); iv) GDP deflator
constructed considering the IPCA projected by Focus for the year plus 0.6 p.p.; v) GDP data (real and nominal) do
not include the revision of the 2019 CNA. Additional hypotheses for the alternative simulation: i) Real GDP
growthis 1 p.p. lower than the Focus median;ii) Selicis 3.0 p.p. higher than the Focus median for each year; iii)
unitary elasticity of netrevenuein relation to GDP. 24



BC+#

#Inclusion

#Competitiveness

#Transparency

#Education

#Sustainability

Cooperative credit
Microcredit

Currency convertibility
Initiatives for capital market

Innovation
Market efficiency
International reserves

Rural credit

Housing credit

Relationship with Congress
Transparency of Monetary Policy
Communication for BCB actions
Relationship with foreign investors
Digital Citizenship

Financial education

BCB’s S&E responsability
Regulation
Supervision

Partnerships
25



Technology
Agenda
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. Pix: Evolution Agenda
—

Scheduled
payments*

2" quarter

4th quarter

® New ways toinitiate

IR * Payer QR Code Technology
A  Enable contactless transactions

* Enable offline payments

r Pix Cobranga
L& * Additional Feature Set
e Structural Improvements

Direct Debit

Scheduled guaranteed transactions™"

Pix Cobranca

(invoice payments for
@ payments with due date)

3rd quarter i

*became mandatory **linked to Open Finance ***Publicationof OperatingRules by BCB, Go Live to be defined

Pix Saque (cash 2022

withdrawal) and Pix Troco
(cashback)

Payment Initiation ®
Service Provider —
PISP**

Special Return

® \Mechanism
(forfraud or operational
error)

Future Agenda

Pix for cross-
border payments

[...]
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Open Finance

Solutions that can be developed

* Implementation will radual :
plementation will be gradua from Open Finance:

Goals:
* To promote competition,
efficiency and data safety

% Devices to compare
q services and fees

Apps for financial advice

and planning

* Proper balanced conditions
between existing financial
institutions and new players

Paymentinitiationin

social medias
\3 [

Credit marketplace



AGENDA BC#

Text

Payments

Content

’
X4

Open Finance

Innovationin
the currency

INFO
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Convergence and innovation in the financia

Finnacial innovation

e

=

Intensive use of
clouding

e Simplification
* |nternationalization
* Convertibility

4 L BANCO CENTRAL
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$

Digital
currency

29



Guidelines:

* Extension ofthe Brazilian real
* Retail payments

* Innovative models development

A CBDC for Brazil:
The Digital Real

* Not beinterest-bearing
* Guarantee of legal certainty
e Data privacy and security

* Preventingand combatingmoney
laundering

* Interoperability andintegration

* High cyber security

4 L BANCO CENTRAL
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Vision for the
future
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More technolog¥

The epidemichas accelerated technologicalchange
in medicine, education, finance, communication

==
/"('/M e —
_Comm6n factors in recovery

- More sustainable and moreinclusive growth

W— ~ World trade

_ T e Cha_ngesinglobalvaluechains

N

Impact of possible reflation
global conditions on EMEs

~

.



- Thankyou!

S *““Roberto Campos Neto

Governor of Banco Central do Brasil
November 24, 2021



https://www.bcb.gov.br/
http://pt-br.facebook.com/bancocentraldobrasil/
http://www.instagram.com/bancocentraldobrasil/
http://twitter.com/bancocentralbr
http://br.linkedin.com/company/banco-central-do-brasil
http://www.youtube.com/user/BancoCentralBR

