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Covid-19: New cases and new deaths

New cases above pre-omicron maximum levels, but new deaths remain below prior peaks.

4 L BANCO CENTRAL

L4 ¢ Do BRASIL

350 U.S. Europe #00 %
% 300 350
300
250
250
200
200
150
150
100
100
50 New deaths "
0 0
Mar-20 Oct-20 May-21 Dec-21 Jan-22 Mar-20 Oct-20 May-21 Dec-21 Jan-22
120 Brazil 300
100 South America ex Brazil
o)
% 250 %
80
200
60 150
40 100
20 50
0 0
Mar-20 Oct-20 May-21 Dec-21 Jan-22 Mar-20 Oct-20 May-21 Dec-21 Jan-22

Note: Percentuals of cases per million and deaths per millioninrelationto pre-omicron peaks.
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Economic activity : advanced and emerging
Surprises in economic activity stabilize after decline in the end of 2021. EMEs PMIs continue to be below the ones observed in AEs.
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Emerging economies: economic activity

Recent divergence in economic activity.
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Activity and inflation

The expected rebalancing of inflation between goods and services after the reopening of the economies has not happened.

Covid crisis (lockdown)
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GLOBAL ECONOMY

Sectoral bottlenecks
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Indicators suggest that some bottlenecks persist in the global economy.
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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

Increasing demand for key raw materials. The transition for a greener economy poses important trade-offs.
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Capexinoil projects reaches historically low levels.
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Higher demand for goods has led to increased energy consumption and prices.

Energy Prices - Emerging countries Energy Prices - Advanced countries
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Brent, gas, metals, iron ore, grains
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Advanced economies: inflation
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Emerging economies: inflation Bt
109 ) _ 137
CPI = A. do Sul — B3 il
D 2019 = 100 107—Chi|e = = « China
ecC =
( ) wS —+— Coloémbia === México 127
116 156 8 = Russia Turquia (dir)
' | 'S 105 E
e A do Sul B3 s s o
114 . _ 149 w 117
e Chile = = «China a o 103
(S C)
112 —i+— Colémbia India 142 o 107
=== [VIéxico = e oPery
110 135
Russia Turquia (dir) 99 97
dez-19 mar-20 jun-20 set-20 dez-20 mar-21 jun-21 set-21 dez-21
108 128 115 , 155
= A. do Sul e B3l
?D e Chil = = = Chj 0
106 121 g e e 145
112 A ; T
qCJ —4— Colémbia India
o3 (=) === |Véxico e e» Pery 140
104 114 = . . 135
'g I 109 Russia Turquia (dir)
3o @ 130
“ 35
m (S]
v 106
a 2 120
(®)
100 100 o 115
L ¥
o 103
O 110
98 93 105
dez-19 mar-20 jun-20 set-20 dez-20 mar-21 jun-21 set-21 dez-21
100 100

Sources: Bloomberg, National statistics institutes. dez-19 mar-20 jun-20 set-20 dez-20 mar-21  jun-21 set-21 dez-21 14



GLOBAL ECONOMY

4 L BANCO CENTRAL

! ) % DO BRASIL
Monetary policy |
Monetary policy decisions 42
hikes and cuts S 35|
15 3 L3
o=
= _§ 25
5 O =
| L o 15 -
A [7,]
| nun* = U B o
- A BN I
R (=29 .
-0.5 -
-15 jan-20 jul-20 jan-21 jul-21 jan-22
—2022 —2023 —2024 2025
-25
— Supply chains [N o%
©
. = o covid-19 I 5%
. W o china slowdown | NG o
= N
2 S Monetary policy tightening | N >
v >
45 - £ Oil/Energy crisis || KGTG_ o
‘T O
NN N I SN R RN T TN ST ST SO R (S Geopolitical conflict | N o
\'bo \\§ \’bo \& \'b(\ \\§ \’b(\ \& \'b(\ \& \? \& \? \& \° o 9
gg Q Investor crowding || GGG 2%
A EMEs AEs —Hikes-Cuts @ other |G s

Sources:Bloomberg, JP Morgan 15



ECONOMIA GLOBAL " S .
‘ LK 4 L BANCO CENTRAL

b4 ¢ DO BRASIL

Monetary policy

Monetary tightening in most emerging economies. MONETARY POLICY PRICING
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EMEs: interest rates

Yield Curves
Jan 20™, 2021 (dashedlines) -Jan 11", 2022 (continuouslines)
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Financial markets

US stock markets at historical high, even with rising yields.
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Real FX rate and terms of trade

Indexes of effective foreign exchange rate and terms of trade detached
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IPCA and target (% YoY)
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Inflation: impacts of fuels and energy

Inflation (% YoY )
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Inflation expectations for CPI
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Monetary Policy

243rd Copom Meeting — December 2021

* Taking into account the baseline scenario, the balance of risks, and the broad array of available information,
the Copomunanimously decided to increase the Selicrate by 1.50 p.p.t09.25% 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 it is consistent with convergence of inflation to the targets over the
relevanthorizon for monetary policy, whichincludes 2022 and 2023.

« The Committee considers that, given the increase in its inflation projections and in the risk of deanchoring
long-term expectations, it is appropriate to advance the process of monetary tightening significantly into the
restrictive territory. The Committee will persist in its strategy until the disinflation process and the expectation
anchoringaround its targets consolidate.

* 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 convergence of inflation towards its
targets and will depend on the evolution of economic activity, on the balance of risks, and on inflation
expectationsand projections for the relevant horizon for monetary policy.

23
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Fiscal: GGGD simulations

To improve fiscal results, we must keep on the path of reforms.

Simulations of GGGD/GDP path
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* 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 not available 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 average spread 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 growth is 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 net revenue in relation to GDP.

Source: BCB.
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PCS*: Neutral real interest rate - evolution
(Market projections median, %)

Month Short term 2 years 5 years
August 3.0 3.0 3.0
December 4.0 4.0 4.0
Factors
Did you change your estimate
of the neutral real interest rate (2 years)? Yes (75%)
By changes in the international scenario? 35%
By changes in the inflationary process? 29%
By changes in the Monetary policy conduction? 15%
By changes in the Fiscal policy conduction? 93%
By other factors? 7%

PCS*: Potential output growth rate - evolution
(Market projections median, %)

Month Short term 2 vyears 5 years
August 1.8 2.0 2.0
December 1.5 1.5 2.0

* Pre-Copom Survey (PCS): survey done with Market players in the days before
Copom’s meeting.
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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
27
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Products/Features 2022 Features already in use

Incentive to use and measures for
assimilation of features

In progress

Dire.ct Non-Priority
Debit Settlement o~
<>
Electronic Bill N - _
Payment Y Users Participants Automation
Account

(standardized file

Y Remuneration
specification)

Products under design

Initial design

To be defined
Evolution agenda

2023

Early-stage work for new
products to be launched in
the future
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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


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

AGENDA BC# Modernization of exchange rate legislation

e The new law approved establishes:

= A modern, compact, and safe legal
framework for FX market.

e Obijectives:

= Simplify the FX legislation and improve
the business environment in Brazil.

= Easethe connections with payment
systems of other countries.

[y

E. “+ 4 L BANCO CENTRAL
S =g

SR | W2 N | , P g
. -_ N R ' % . Yt poerasi


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

AGENDA BC#

Text

Payments

Content

’
X4

Open Finance

Innovationin
the currency

INFO

< B EDQ 1 [P

;i
|
I 5,
g YA -
[ |
: =
i N 4 i

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

33



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

4 L BANCO CENTRAL
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More technol

The epidemichas accelerated technological change
in medicine, education, flnance communication

Comm,op;f&t'" ors mﬁrecovery
. Mo% sustalnable and moreinclusive growth

. — . e

World trade and supply bottlenecks

e Changesin global value chains

Impact of ti htening

financial COQdI ionson EMEs .

Growth deceleration in China
N




- Thankyou!

S *““Roberto Campos Neto

Governor of Banco Central do Brasil
January 20, 2022



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

