Monetary program for the second quarter of 1998

A.The economy inthe firstquarter of 1998

1. Gross domestic product (GDP) expanded by 3% in 1997, marking the fifth consecutive year
inwhichinternal output of goods
and services has increased. On a'»
sector by sector basis, the highestiz 1231
growth occurred under industry 1z |
(5.5%), followed by services s,
(1.3%) and crop and livestock g,
farming (1.2%). The performance gm |
ofthe industrial sectorwas powered=

by growth in the subsectors of ™ |
construction (8.5%) and mineral **|
extraction (7.3%). o
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2. IBGE’s Monthly Industrial Survey (PIM) indicated 1997 expansion of
3.9%. Accumulated growth up to _

October had reached alevel of 5%. 1 JEEHEIC 2

This movementwas interrupted by
the effects of the Asian financial &

1l
120 -

crisis, as productionin November &
and December closed atalevelthag s -
was 2.3% below that registered inZ 1,0 |
the same period 0f 1996. In Januar;é v |
1998, the manufacturing industry

turned in growth of 1.6% in the e e e oo e
seasonally adjusted series, WheNseyce sce Monthly indicator ~ *====Change in 12 months.
compared tothe previous month. e
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3. The performance of the real billings of the retail trade sector in the
metropolitan region of S&o Paulo
was unable to accompany 1997 |,
industrial production growth and,
according to Fcesp, closed with ao
decline 0f 6.3%. In January 1998, 4
billings expanded by 7% in the gus-
seasonally adjusted series mclmf
comparison to the previous month.£
Here, the highlight was the 2
performance of the automotive 1

Retail trade real sales (SP)
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segmentwithgrowthof13.8%. = 1e% 1007 1008
4. Atthe beginning of 1998, the trajectory of the major price indices confirmed
the downward movement evident o
Price indices

in recent years. In the first two %
months of the year, accumulated”

growth ofthe IGP-Dland IPC-Fipe = - \
closed at 0.9% and 0.08% and_| . \

Percentage change in 12 months

expectatlonsarethattheflrstquarter Coa Iy
IPC-Fipe will close with negative Tt e,
growth. Interms of growthoverthe Tt '\'

past 12 months, the IGP-DI and
IPC-Fipe accumulatedrates 0f 6.3%° . o1 o™ 1 se nov sm var ey a5 nov om
and 3.6% with a decline of 1.2 #% - - e e
percentage points in both casesin™

comparisontothe end of 1997.




5. According to Ministry of Labor information, the level of formal employment
inthe country dropped by 0.4% in
1997. The 2% decline in the %
manufacturing industry was the fac-
tor mostresponsible for the falloff ,
in total employmentand was partly
offsetby growthinjob vacanciesin 4 |
the segments of commerce (1.2%)
and construction (0.6%). In January. |
1998, industrial employmentin Sao
Pauloturnedinareduction of 5.2%: S e =
whencomparedtothe same monthygs, ¢ & ° M O m A b o g

ofthe previous year. Thisdecline is ™ ™"

due to an ongoing process of

restructuring inthe industrial sector coupled with alesser pace of economic activity, arising
out of the impact caused by Government measures adopted as from the end of October.

Monthly change in the industrial employment

6. In December, National Treasury budget operations registered revenues of
R$ 13.1 billion and expenditures of

R$ 14 billion. In 1997, revenues 28l
totaled R$ 119.6 billion (13.5%of __ |
GDP) andoutlayscameto R$125. 4
billion (14.1% of GDP), closing =~ |
with a cash deficit of R$ 5.8 billion. ***
In comparison to 1996, revenues®° |
and expenditures turned in reakoo;
growth of 10.2% and 5.6%, so;
respectively. 00 i

951 951 95.I1 95.V 96. 9611 9.l 96.V 97. 97.1 97.0 97.IV
Source: STNMF B Revenue O Expenditures

National Treasury borrowing requirements




7. The net public sector debt (DLSP) in December turned in abalance of R$
306.5 billion, corresponding to

34.3% of GDP. In relation to | 2% Public sector net debt

December 1996, nominal growth
cameto 13.9%. Withincorporation
of privatization resources and *
contingent liabilities
(“skeletons”), the netfiscal debt
reached alevel of R$287.7 billion,
as comparedto R$ 253 billionin

Asset adjustment

-
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Total net debt = ™ ™= Netfiscal debt
Source: Banco Central do Brasil
8. With respectto public sector borrowing requirements (NFSP), the primary

deficit came to 0.7% of GDP in _ _ _
1997. Interms of nominalinterest, *%F® o Ted emens
public sector outlays cameto5.2%
of GDP, thus generatinganominal
deficit of 5.9% of GDP. In the
operational concept, the deficit
cameto4.1% of GDP. Whenone
considers privatization resources o AL N _—
asfiscalrevenues, NFSP turnedin /

asurplus of 1.2% of GDP inthe 4 — . . . . .
nominal concept, as comparedtoa s e Nowr:,rnaJMay S Nz:inﬁeretr R
surplus of 0.06% in 1996. | suceisarocenaido sasi BRLAS (e E

Following the same line, the

operational conceptregistered a deficit of 2.2% of GDP (3.6% in 1996), while the nominal
concept closed with a deficit of 4% of GDP (5.7%in 1996).

Primary



9. In the first two months of 1998, the federal tax inflow came to R$ 21.4
billion, for growth of 23.2% inreal terms in relation to the same 1997 period. The deflator
used inthis calculation was the IGP-DI. The factor most responsible for this growth was the
income tax inflow, which moved from R$ 5.4 billion to R$ 8.6 billion, reflecting the impact

of the fiscal measures announced last November. At the same time, the Provisional
Contribution on Financial Transactions (CPMF) instituted on January 23,1997, aided in
increasing the inflow in that two month period, registering a total of R$ 1.4 billion in
comparisonto R$ 517 million in the first two months of 1997.

10. With respectto external sector transactions, exports totaled US$ 53 billion
in 199_7.and |mports_ cameto U_S$Us$ o Trade balance
61.4 billion, generating anegative ,, 12 month accumulated balance

balance of US$ 8.4 billion. In the
firsttwo months of 1998, foreign
salescameto US$ 7.6 billionand 4
importsadded upto US$8.5billion, ,
closing atlevels thatwere 11.7% )
and 0.9% higher than in the same
period of 1997, respectively. #-
Consequently, the trade balance, .
turnedinadeficitof US$878 million. g AP ' ©Oct jen Apr Jul Oct Jen Apr Jul - Oct Sen
Or451% IeSS than the accumulatedSoume:Ministério da Indistria , Comércio e Turismo.

resultfor January and February of

the previous year.

11. In 1997, the service accountturned in adeficitof US$ 27.3 billion. The most
importantitems were netinterest outlays (US$ 10.4 billion), profit and dividend remittances
(US$5.6billion), transportation (US$ 4.5 billion) and international travel (US$ 4.4 billion).
Inthe January-February period, the service accountturned in a negative balance of US$ 3.2
billion, with areduction of 8.6% under net expenditures, excluding interest. The current
accountdeficitin the first two months of the year came to US$ 3.8 billion, representing 3%
of GDP. Thisresultwas 0.2 percentage point below that of the same 1997 period.



12. In1997, netinflows of foreign directinvestments totaled US$ 17.1 billion,

or 72.8% more thanin1996. This .- o s
volume corresponded to 51.1% ofx . 12 month accumulatedinflow
the current account deficit. Net18 :/ =
inflows of foreign investments to * - e
the capital marketcame to US$5. 2]2 o —
billion. This resultincorporates the i = =
negative impact of the crisis that ® //
occurredinthe final quarter of the j .
year. Grossinflows of mediumand 2+ = = - = - LI .
long-termloans came o USS 26,60 o L e o A 3w ox ey o
billion. e s Comnt o B 1558 1568

1/ Itltincludes doestic currencv transactions. commodities and conversion.
13. Netreceptions of foreign directinvestments in the first two months of 1998
reached US$2.2billion, fOfgI’OWth International Reserves and Import Coverage
of 71.9%in comparison to the same@ss biion Months
period of 1997. Here, one should, | 12
stress that there were no inflowss - L
through privatization auctions. In :: L 10
the same period, net inflows of 4 | -8
portfolioinvestments totaled US$ | 6
2.9billion, indicating areversalin = 1 :‘21'
the pessimistic outiook commonly 5, | 0

perceived among foreigninvestors = s ou 13;;6 wor - ou ;;g? s ou ;;gs

soon after the Asian crisis. Gross Licuidity (MF) Liquidity in terms of months of imports (goods)

inflows of medium and long-term = ereeases

financial loans came to US$ 6.9

billion. The positive balance under capital movements was higher than the currentaccount
deficitinthe period and, consequently, resulted in US$ 6.6 billion end-of-February growth
in the reserve position, viewed under the prism of the concept of international liquidity.
Reserves closed at US$ 58.8 billion, corresponding to 11 months of imports of goods.




14. The upper and lower limits of exchange rate fluctuations were altered in
February 1998, closingat R$ 1.12/US$ for purchase and R$ 1.22/US$for sale. Up to February,
the minifloat band had shifted by 1.249%, closing at R$ 1.13/US$ for purchase and R$ 1.135/
for sale. The exchange rate devalued by 1.253% in the period.

B.Monetary policy in the fourth quarter of 1998

15. Inthe concept of average daily balances, the monetary base cametoR$32.3
billion atthe end of December 1997, well within monetary programming parameters for the
fourth quarter (R$31.7 billion—R$ 37.2 billion). The December increase in the base came
to 24.1% and was impacted by seasonal factors. The result was arise in yearly growth to
60.6%. Currency issued and banking reservestotaled R$ 20 billion and R$ 12.3 billion, for
respective growth rates of 19% and 270.1%in 1997. Growth in banking reserves was due
mostly to the effect of levying of the CPMF during the year.

16. The expanded monetary base — a concept that includes the restricted
monetary base, compulsory cash deposits and federal public securities outside Banco Central
—reached R$280.1 billionin December, precisely at the midpoint between the upper and
lower parameters defined in monetary programming for the fourth quarter (R$257.7 billion
—R$302.5billion). One should also note that the period under consideration was marked by
LFTissuesreservedto renegotiation of State of S&o Paulo security and contractual debts. With
this, the rate of monthly growth of the expanded base came to 27.4% in December, with an
annual rate 0f 52.2%.

Table 1. Observed results and forecast monetary program for the fourth

quarter of 1997
Itemization Forecast Observed
R$ billion Percentage change R$ billion Percentage change
in 12 months 1/ in 12 months

m1 % 48.6-57.1 82.2 45.6 57.4
Restricted base Z 31.7-37.2 71.2 32.3 60.6
Expanded base ¥ 257.7 - 302.5 52.2 280.1 5217

M4 3714 - 436.0 25.3 392.8 21.92

Source: Banco Central do Brasil
1/ Percentage changes are based on the medium point of forecast.
2/ Working-day balance average of last month in the period.

3/ End-of-period balances.



17. Interms of average daily balances, the money supply (M1) totaled R$45.6
billion atthe end of 1997, for growth of 16.3% in Decemberand 57.4% inthe year. Thiswas
below the lower limit defined in monetary programming (R$ 48.6 billion—R$57.1 billion),
caused by the reduction in currency demand that was generated by the October interest rate
hike. Currency held by the public and demand deposits registered growth rates of 19.8% and
95.7%in 1997, with respective totals of R$ 17.5 billion and R$ 28.1 billion.

18. The broader aggregate (M4) totaled R$ 392.8 billion in December
(monetary programming parameters of R$ 371.4 billion and R$ 436 billion). The growth rate
cameto 2.54% in monthly terms and 21.9% in annual terms.

19. The final quarter of the year was marked by a sharp rise in basic interest
rates on the final day of October, when the TBC and TBAN moved to 3.05% and 3.23% per
month, respectively. These rates held steady at that level during the entire month of November.
In December, the TBC was setat 2.9% per month and the TBAN at 3.15% per month. These
movements generated an over-Selic rate that moved from 1.67% per month in October to
3.04% per month in November and 2.97% per month in December.

C.Monetary policy in January-February 1998

20. Average daily balances of the restricted monetary base came to R$31.9
billionin February, with areduction of 4.9% in the month and growth of41.2% in 12 months.
Currency issued and banking reserves came to R$ 18 billion and R$ 14 billion inthat order,
forgrowthrates of 12.3% and 111.5% in 12 months.

21. The expanded monetary base balance reached R$294.2 billion in February,
reflecting growth of 3.3% in the month and 56.5% in 12 months.



Table 2. Observed February and forecast monetary program for the first
quarter of 1998

Itemization Forecast Observed
R$ billion Percentage change R$ billion Percentage change
in 12 months 1/ in 12 months
m1 % 36.1-424 6.4 42.6 17.9
Restricted base Z 251 -29.4 10.4 31.9 41.2
Expanded base ¥ 313.9 - 3685 75.7 294.2 56.5
M4 406.6 - 477.3 28.5 406.1 22.5

Source: Banco Central do Brasil
1/ Percentage changes are based on the medium point of forecast.
2/ Working-day balance average of last month in the period.

3/ End-of-period balances.

22. The money supply (M1) added upto R 42.6 billion, withamonthly decline
of4.4% and growthof17.9%inthe ” Money supply
12 month period ended in Februaryamw' Percentage change in 12 months

Currency held by the publicand |
demand deposits registered monthly® |,
averages of R$15.7 billionand R$ ;|
26.9 billion in February, with
growthof12.5% and 21.2%in 12 #

months.
20 .
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23. Inits turn, the broader money supply concept (M4) registered growth of
2.2% in February, with abalance of R$ 406.1 billion, raising the 12 month rate to 22.5%.



24. Whenonelooks atinterest rates on an annual basis as stipulated in Circular
no. 2,761, dated 6.18.97, the
average TBC for January came tos
37.66% peryearandthe TBANt0
42.9% peryear. The February rateo
closed at 34.5% per year for the
TBC and 42% per year for thezs |
TBAN. Inthe case ofthe over-Selic
rate, the January rate of 37.19% peto - J
year dropped to 34.32% peryear in l —
February, thus accompanying the:s

%p.m. Effective interest rates

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Fev

downward movementunder basic sr _ 1998

) —TmC - Selic —TBAN

Interest rates Source: Banco Central do Brasil

D.Outlook for the second quarter and for 1998

25. Atthe end of October, changes in the foreign scenario coupled with the

consequentinternal policy alterations generated a downturn inindustrial production inthe
final two months ofthe year. This phenomenon was most strongly felt under capital goods and
durable goods, since these are high value items and, therefore, depend on creditto leverage
sales. Statistics available for early 1998 indicate a higher level of industrial production in
comparisonto December. Though thismovement should be seeninthe light of Novemberand
December declines (3.2% and 5%, respectively), it does suggest that the impact of the
measures takeninthe wake of the Asian crisis in October 1997 will be less intense than initially
forecast.

26. The cutbackinthe level of economic activity in the final two months of 1997

is associated to the re-evaluation of expectations regarding the pace of Brazilian economic
growth underthe impact of higher interestrates and in the framework of adverse foreign sector
conditions.
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27. Interms of internal absorption, no pressures have been noted on the level
of supply, as is evident in the performance of the major indices for prices, defaults,
employmentand creditgranted. During the course ofthe year, price growth is expected to move
downward, while the continued drop in interest rates is expected to have a positive impact
oninvestmentlevels and, consequently, on the pace of economic activity.

28. Public sector borrowing requirements should incorporate the effects of the
fiscal measurestaken atthe end of 1997. As a matter of fact, the first results in terms of inflow
forthe currentyear have created expectations of animproved performance under 1998 public
sector accounts. This trend may be positively influenced by the upswing under economic
activity and by the appropriate conclusion of the administrative and social security reforms.

29. The flow of foreign capital to the country indicates a reversal in the
expectations of international investors. The early months of the year were marked by a strong
inflow of resources, atthe same time in which outflows related to operations among financial
institutions inthe country and abroad moved downward. This movement has made it possible
torecompose the international reserve level and even required measures designed to improve
the profile of the funds entering the country. Interms of 1998, the current situation of foreign
liquidity suggests that the restrictions imposed by the balance of payments will be somewhat
attenuated as far as economic growth is concerned.

E.Growth targets for monetary aggregates in the second quarter and for 1998

30. Programming for the monetary aggregatesin the second quarter of 1998 and
estimates for the year as a whole are based on expected inflation, nominal interest rates,
production and the monetary impacts generated by National Treasury operations through the
so-called Single Account, PROES operations and Banco Central activities on the exchange
market and in the financial market in general. Table 3 shows the upper and lower limits
projected for monetary aggregates at the end of the second quarter and for all of 1998.

11



1/

Table 3. Monetary program for 1998

R$ billion
Itemization Second quarter Year
m1? 37.9- 445 47.0- 57.4
Restricted base ¥ 30.2- 35.5 36.6- 44.8
Expanded base ¥ 3204 -376.1 3623 -425.3
ma ¥ 405.8 - 476.3 4299 -525.4
Source: Banco Central do Brasil
1/ Refers to the final month in the period.
2/Working-day balance average in month.
3/ End-of-period balances.
31. Despite the recentdecline ininterestrates, they are still quite high and this
fact, COUp|Ed with the drop n . M1 - percentage change in 12 months
economic activity, should have the % (daily balance average)
effect of dampening money supply® rojected

demand inthe second quarter. Thusg, |
the midpoint of the M1 projection
for June 1998 is R$ 41.2 billion, *
with 12.2% accumulated growthin 4
the 12 previous months. Fortheend
oftheyear,when currencydemandzo i ~lmeor]
isexpectedto haverecovered,théo+~—————————————— |
average estimatedvalueisR$52.2 1o0s 106 © o amr 0T e 0T
billion, with growth of 14.4%inthe

year.
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32. Inrelationto GDP, the proportion of M1 shows an upward tendency as of

the start of the Real Plan. In that "
oney supply - M1

period, the gradual approach taken et (% of GDP)
. 6
to monetary policy was only
interrupted in the first half of 1995 | !

and end of 1997, in response t0 |  wmedcancrisis
pressures onthe domestic exchange
market generated by the financial
crisis in Mexico and Asia, ;|
respectively. Fluctuations in the
overall trend were also caused by ‘ ‘ ‘ ‘ ‘

the process ofremonetizationthatas e - e e O ow

followed adoption of the | sure:sacocenmidoeasi

stabilization planin 1994 and 1997

introduction of the CPMF. For the second half of 1998, itis expected that the downward
trajectory in M1 participation in GDP that began with the interestrate hike in October 1997
will be maintained, as a consequence of the gradualist approach that has marked monetary
policy implementation. Inthe second half of the year, currency demand is expected to recover
asthe factors that have inhibited growth run out of steam.

Asian crisis Projected

33. Based on M1 projections together with estimates of the behavior of the
monetary multiplier, monetary base Restricted monetary base

projections have been elaborated. percentage change in 12 months

In the restricted concept, the % (daly balance average)

midpointofthe basein June 1998is projected

projected at R$ 32.8 billion, with *
growth of 33%in 12 months. Atthe ® |
end ofthe year, the monetary base i’ | \
expectedtoreachalevel of R$40. 7z -
billion, withannual growth of26% o
or less than the 1997 result. Thepy ., .. |
reasonsforthiswerethattheinitial fuo  Pe Aot A Dec for A Dec  Apr — Aug  Dec

impact of the CPMF has run its

course atthe sametime inwhichthe

effects of the interest rate hike on economic growth and on the cost of retaining monetary assets

were gradually dissipated.
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34.
reflects the expansionary impact of

the foreign sector caused by,,
recomposition of the international

Expanded base
percentage change in 12 months
(End-of-period balances)

For the second quarter of the year, the projection of the expanded base

reserve position and operations
involving restructuring of state

debts. Thus, the midpoint of the e + - -
expanded base projectionforJune '|

1998 is R$ 348.3 billion, with

growthof 71.4%in 12 months.In #7

December, the expanded base is,

80 + - -

projected

expectedtoreach R$393.8 billion
for growth of 40.6%.

35.
25.5%in 12 months. The estimated
value for December is R$ 477.6%

Aug
7 1995

Dec

The M4 concept projected for June totals R$ 441 billion, with growth of

M4 - percentage change in 12 months

(End-of-period balances)

billion, with growth 0f 21.6%inthe =
year.

40 +

20 +

projected
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Aug
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Apr Aug Dec
1997

Apr Aug Dec
1996
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36. Table 4 presents a summary of the effective and expected behavior of
monetary aggregates, with their values for 1997 and for the January-February period of 1998,
together with the average midpoints of projections for the second quarter and for all of 1998.

Table 4. Evolution of monetary aggregates  */

Itemization 1997 1998 1998
Year Second quarter Z Year ?
January February
R$ % change R$ % change R$ % change R$ % change
billion in12 billion in12 billion in12 billion in12
months months sl months sl months
M1 ¥ 45.6 57.4 42.6 17.9 41.2 12.2 52.2 14.4
Restricted base ¥ 32.3 60.6 31.9 41.2 32.8 33.0 40.7 26.0
Expanded base o 280.1 52.2 294.2 56.5 348.3 71.4 393.8 40.6
M ¥ 392.8 21.9 406.1 22.5 441.0 25.5 477.6 21.6
Source: Banco Central do Brasil
1/ Refers to the final month in the period.
2/ Projected.
3/ Medium point of forecasts.
4/ Working-day balance average in month.
5/ End-of-period balances.
37. The behavior of the M4/Expanded Base and M1/Restricted Base multipliers
are detailed in table 5.
Table 5. Monetary multiplier '
Itemization 1997 1998 1998
Year January-February Second quarter? Year?
Multiplier | % change| Multiplier | % change| Multiplier | % change| Multiplier | % change
in12 in12 in12 in12
months months months months
M1 / Restricted base ¥ 1.413 -2.0 1.334 -16.6 1.256 -15.6 1.283 -9.2
Banking reserves /
Demand deposits ¥ 0.232 -53.4 0.518 74.4 0.589 49.5 0.544 24.2
Currency / M1 ¥ 0.505 18.5 0.368 -4.7 0.378 1.9 0.407 6.0
M4 / Expanded base o 1.750 -14.6 1.380 -21.7 1.266 -26.8 1.213 -13.5

Source: Banco Central do Brasil
1/ Refers to the final month in the period.
2/ Projected.

3/ Working-day balance average in month.
4/ End-of-period balances.
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38.
relatively steady multiplierin the
case of the restricted base.,
However, thisis stillimpacted by
the process of remonetization, which, ,
has still not been exhausted, and
also by Banco Central operations
with the financial market. Asaresullt,
the value of the multiplier is' _
expected to register a slight
reduction by the end of the second0 )
quarter.

39.
second quarter since operations
involving restructuring of state debts
are forecastto have agreaterimpacée
onthe expanded base thanon M4,

19
16
13

10

16

Consolidation and preservation of economic stability have generated a

Monetary multiplier

— M1/Restricted base b

projected
_N/J\—Vh-—\_ _

Currency outside banks / M1 ’

Banking reserves/Demand

Apr

199 1997

Inthe same way, the expanded base multiplier is expected to decline inthe

Monetary multiplier
M4/Expanded base

projected

N

!

"

Aug
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Dec Aug Dec Aug Dec Apr Aug Dec
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Summary of projections

Table 1. Observed results and forecast monetary program for the fourth
quarter of 1997

M1 48.6-57.1 82.2 45.6 57.4

Restricted base Z 31.7-37.2 71.2 32.3 60.6
Expanded base ¥ 257.7 - 302.5 52.2 280.1 52.17
M4 371.4 - 436.0 25.3 392.8 21.92

Source: Banco Central do Brasil

1/ Percentage changes are based on the medium point of forecast.
2/ Working-day balance average of last month in the period.

3/ End-of-period balances.

Table 2. Observed February and forecast monetary program for the first
quarter of 1998

M1 36.1-424 6.4 2.6 17.9
Restricted base Z 251-29.4 10.4 31.9 41.2
Expanded base ¥ 313.9 - 3685 75.7 294.2 56.5
M4 406.6 - 477.3 28.5 406.1 22,5

Source: Banco Central do Brasil

1/ Percentage changes are based on the medium point of forecast.
2/ Working-day balance average of last month in the period.

3/ End-of-period balances.
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1/

Table 3. Monetary program for 1998

R$ billion

m1? 37.9- 445 47.0- 57.4
Restricted base ? 30.2- 35.5 36.6- 44.8
Expanded base ¥ 3204 - 376.1 362.3-425.3
ma ¥ 40538 - 476.3 4299 -525.4

Source: Banco Central do Brasil
1/ Refers to the final month in the period.
2/Working-day balance average in month.

3/ End-of-period balances.

1/

Table 4. Evolution of monetary aggregates

ML ¥ 45.6 57.4 42.6 17.9 41.2 12.2 52.2 14.4
Restricted base 32.3 60.6 31.9 41.2 32.8 33.0 40.7 26.0
Expanded base * 280.1 52.2 294.2 56.5 348.3 71.4 393.8 40.6
M4 ¥ 392.8 21.9 406.1 22.5 441.0 25.5 477.6 21.6

Source: Banco Central do Brasil

1/ Refers to the final month in the period.
2/ Projected.

3/ Medium point of forecasts.
4/ Working-day balance average in month.
5/ End-of-period balances.

Table 5. Monetary multiplier

M1 / Restricted base ¥ 1.413 -2.0 1.334 -16.6 1.256 -15.6 1.283 -9.2
Banking reserves /
Demand deposits ¥ 0.232 -53.4 0.518 74.4 0.589 49.5 0.544 24.2
Currency / M1 ¥ 0.505 18.5 0.368 -4.7 0.378 1.9 0.407 6.0
M4 / Expanded base o 1.750 -14.6 1.380 -21.7 1.266 -26.8 1.213 -13.5

Source: Banco Central do Brasil
1/ Refers to the final month in the period.
2/ Projected.

3/ Working-day balance average in month.
4/ End-of-period balances.

18



