Monetary program for the third quarter of 1998

A The economy inthe second quarter of 1998

1. Inthe firstquarter of 1998, gross domestic product (GDP) expanded by
1.1%inrelation to the same 199~

period. This result was based o 1
expansionof 1.36% and 1.25% il 12 - L33 12361239
the industrial and service sector:
respectively, and anegative resul
of 1.04% for the agribusiness se(
tor. Incomparisontothefirstquarte
0f1997, the industrial performanct
was generated by growth of 5.39
inthe building industry and 5.72%
in public utility industrial services, 11"
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coupled with a drop of 1.219¢ SeurcelseE

under manufacturing. The result of

the service sector was caused by expansion under the subsectors of transportation (8.26%)
and communications (4.35%). Finally, the drop under crop and livestock productionreflected
afalloff of 3.91% under crops, offset to some extent by expansion of 5.16% under animal
production.

2. Based on data from which seasonal factors have been removed by Depec,
the IBGE Monthly Industrial Survey dustrial outout

. . . naustrial outpu
pointed to adrop of 0.98%in April 1% ? 12

‘
5

production, based on a drop ¢
0.88% inthe manufacturing industn
and 0.52% inthe mineral extractiol
sector. A breakdown by categorie
ofusage shows reductions 0f 0.539
0.84% and 0.22%, respectively, il
the production of capital goods
intermediate goods and consumit
products. Whenone considersth _
twelve month period ended in April ¥ Sasenaladisted data.

the 1.66% increase in industrial

production was a consequence of favorable growth in the capital goods sector, coming to 5.6%
inthe period.
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3.
S&o Paulointhe month of April dic
notaccompany the drop registere

under industry and closed witt
expansion of 1.28% according tc 8°
data purged of seasonal factorst g |
Depec. This growth reflected the 5
behavior of consumer goods sale § ®
(+1.63%) and compensated forth §: = |
decline under the automotive =
industry (-2.25%) and building. ®

The performance of real billings in the retail trade sector of Metropolitan
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materials (-0.4%). Inthe 12montt _ = e
penod ended |n MaI’Ch, real bl”lngf 1/ Seasonally adjusted data

oftheretail trade sectoraccumulated
areduction of 10.38%.

4.
has confirmed the downward slidi
that started with introduction of the
Real Plan. Inthe firstfive months o
the year, accumulated growth undt
the IGP-M came to 1.6% while
expansion under the IPC-Fip«
closed at 0.99%. When ont
considers the twelve month perioc
the IGP-M closed the month of May
atalevel 0f4.95%, as compared
7.74%in December 1997 while tht
IPC-Fipe closed atratesof 3.129_
and 4.82%, inthe same order.
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The trajectory of the major price indices in the second quarter of the year
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5. Accordingto Ministry of Labor (MTb) data, the level of formal employment
in the country remained stable in
April. The major causes of this #
performance were adrop of 0.2%
under manufacturing and growth of
0.13% under construction. In
comparisonto April 1997, formal o
employment dropped by 0.91%.
Industrialemploymentin S&o Paulo
dropped by 0.36% in May 1998, in
relation to the previous month; 4 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
reflecting acutbackinthe pace of g, @ ¢ v BO My Aw fer £ M
the downward trend. In 12 months, > ™"

the level ofindustrial employment

dropped by 5.24%, as a result of the ongoing restructuring process in the sector.

Monthly change in the industrial employment

6. Inthe month of March, National Treasury budget operations registered a
deficit of R$ 2 billion, based on

revenues of R$ 11.2 billion and g™
expenditures of R$13.2 billion. In 45, |
the first quarter of the year, thesp |
accumulated deficit totaled R$ 2.8.5, |
billion, reflecting revenues of R$ 25 |
32.7 billionand outlays of R$ 35.5 15, |
billion. In comparison to the first 100
quarter of 1997, real growth came so -
t020.9% underrevenues. To SOM&o - .
extent, thiS Wasaconsequence Ogoum:?m:j: 95.11I 95.IV 96;R9:\./|én32m 96.IV 97.|nsl>z7).(|’|m?17d.i||t|u:e7s.‘w 98.1
concentrated payments of the

income tax and contribution on

business profits in the month of March, to the increase in the income tax rate and alteration
ofthe collection system for taxes on fixed yield funds in January. Expenditures increased by
19.6% inthe period, for the most part due to the change in the payment date of civil service

wages.

National Treasury borrowing requirements




7. In March, the net public sector debt (DLSP) totaled R$ 324.2 billion,
representing 36% of GDP. The net
fiscal debt, which encompassesx
privatization resources and
contingent liabilities (skeletons) ' = -
cametoR$320.2billion, or 35.5%
of GDP. Inthefirstquarter ofthe | = |
year, alterations occurred in the
composition of net public =
indebtedness duetothe process of
recomposition of international re- ' T
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serves. Internal indebtedness % 1007 1088
increased from 30.2% of GDP in T e T T T Nerieaeen
December 1997 to 33.5% in
March, while the netforeign debtdropped from 4.3% of product to 2.4% in the same period.
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8. Interms of the accumulated flow over the 12 month period extending to
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deficit of 0.8% of GDP in the A~

primary concept. Theinclusionof ¢ -~ ) .-
nominal interest, which came to -——

5.7% of product, resulted in a 51
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9. Inthe firstquarter of 1998, the currentaccount deficit totaled US$ 6 billion
orll.1%lessthaninthesame 199¢ . .. - Trade balance
period. The major reason for this 12 month accumulated balance
was a greatly improved trade ba- N
lance picture, since outlays on
services moved slightly upward. ]
Exportsclosedat US$11.9billion, o
forgrowthof 11.7%in comparison
tothe previous year, whileimports
added up to US$ 13.4 billion, for #
growth of 2.2%. These result$p +——

generated the deficit of US$ 1.5 s = - a0 o g 0 O e

billion. In the period from April to = e EnEsa e ern

May 1998, foreign sales and

purchases came to respective levels of US$ 9.2 billion and US$ 9.7 billion, corresponding
todeclinesof1.1% and 4.7%, in comparison to the same period of the previous year. The result
was areduction in the trade deficit from US$ 931 million to US$ 560 million.

10. Insofar as the service accountis concerned, the deficit for the first three
months of 1998 came to US$ 4.9 billion, or 1.7% higher than inthe first quarter of the previous
year, party as a consequence of increased interest payments. In the April-May period,
however, lesser outlays under thisitem contributed to the falloffin the service account deficit
which, coupled with the reductionin the negative trade balance result, generated a 7.1% drop
inthe currentaccount deficitin comparison to the same 1997 period.



11. The inflow of foreign capital investments was particularly strong inthe
January-March 1998 period, as net

u

) . US$ billion Foreign direct investment
capital marketinvestments added, . 12 month accumulated inflow
upto US$4.8 billion, for growth of 12/\ L —-
o : ;
65.1%in comparison tothe sam(-:‘i4 ; _—
quarter ofthe previous year. Atthe,, | o —
same time, net direct foreign o = =
investments moved to US$ 2.6 8//
- . . . 64
billion. Net inflows of financial = - B T
loans cameto US$ 12.8 billion, 2 == == == ====="°"7 -
Here, the mostimportantitemswere® ————————+———+——+——&————+——
Jan Feb Mar Apr May Jun Jul Aug  Sep Oct Nov Dec

placementsofnotesandloansunder = = = 19 logs "= tqq7
the terms Of Resolutlon no 63/67_ 1/ It includes doestic currency transactions, commodities and conversion.

1998

12. Inthe April-May period, netdirect foreign investments totaled US$ 2.9
billion, as against US$ 3.4 billion

. . ) International Reserves and Import Coverage
inthe same period of the previous;ss siion

year. However, one should recall? | 16
that privatization ofthe Vale do Ri0 e * 1‘21'
Doce Company occurredin May:: | 10
1997 and accounted for an inflow.s | -8
of US$ 1.2 billion in direct 2] - 6
investments. The net inflow of a1 B
portfolio investmentsin the period 22 ] I (2)

cametoUS$3.9hillionor91.1% A‘pr Ot Jan A‘pr Ot Jan A‘pr Jul Ot Jan Abr
more than in the same two month o Liquidity (|M|=)1996 Liquidityinlt:?;s of months ofimpolr?sg?goods)
period in 1997. With respect to

financial loans, netinflows totaled

US$ 4.8 billion, of which 62.8% originated in placements of notes. With the growth in foreign
currency transactions, Banco Central exchange market operations, coupled with the netresult
ofits primary operations, produced an increase of US$ 4.2 billion in the two month period
intotal international reserves, raising the reserve level of US$ 72.8 billion in the international
liquidity concept.




13. The lower and upper limits of the exchange rate float band moved by
3.047% and 3.211% from January to May 1998, closingatR$1.15/US$and R$1.157/US$,
respectively. Inthe free rate exchange market, the average sale rate devalued by 3.054%.

B. Monetary policy in the first quarter of 1998

14. Viewed under the prism of average daily balances, the restricted monetary
base cameto R$ 30.9 billion up to the end of March, closing atalevel 5.1% above the upper
limit forecastin monetary programming for the first quarter (R$ 25.1 billion—R$ 29.4 billion),
though still well within the extraordinary margin of 20% defined by Law no. 9,069, dated
6.29.95. Forthe most part, this result was due to the growth in banking reserves that occurred
once Banespa'’s liabilities for compulsory reserves had been resolved. The March percentage
changeinthe base was a negative 3.4%, reducing 12 month growth to 24.9%. Currency issued
and banking reservesturned in reductions of 4.1% and 2.5% respectively in the month of
March, closingatR$ 17.2 billion and R$ 13.6 billion, withaccumulated 12 month growth rates
0f8.9% and 53.6%, in the same order.

15. The expanded monetary base, which corresponds to the restricted base plus
compulsory cash deposits and federal public securities outside Banco Central came to R$
311.9 billion in March, closing at a level below the parameters forecast in monetary
programming (R$ 313.9 billion—R$ 368.5 billion). The reason for this result was the fact
that no state debt restructuring operations occurred in the quarter. Thus. The monthly rate of
growth ofthe expanded base came to 6% while the accumulated 12 monthrate closed at 60.6%.

Table 1. Observed results 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- 42,4 6.4 41.4 12.3
Restricted base Z 25,1- 29,4 10.4 30.9 24.9
Expanded base ¥ 3139 - 368,5 75.7 311.9 60.6
M4 406,6 - 477,3 31.4 417.2 24

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.



16. The money supply (M1) totaled R$ 41.4 billion in March in terms of
average daily balances, with negative growth of 2.8% in the month and expansion of 12.3%
over 12 months, easily within the parameters defined by monetary programming (R$ 30.1
billion—R$42.4 billion). The average balances of currency held by the publicand demand
deposits dropped by 4% and 2.1% in the month, closing atrespective levels of R$ 15.1 billion
and R$ 26.4 billion, with growth of 9.3% and 14.1% in the 12 month period ended in March.

17. The expanded monetary aggregate (M4) cametoR$417.2billionin March,
well within the interval defined by monetary programming (R$ 406.6 billionand R$477.3
billion), for growth of 2.7% in the month and 24% in 12 months.

18. Downward movementin basicinterest rates intensified in the first quarter

of 1998 and was accompanied by anincrease inthe TBC—TBAN spread. Inthat period, the
TBC and TBAN dropped in average terms from 37.66% per year and 42.9% per year in
Januaryto 34.5% and 42% per year in February and 28.87% and 38.54% per year in March,
respectively. This movementwas accompanied by the over-Selic rate which dropped from
aJanuary level of 37.19% per year in January to 34.32% per year in February and 28.32%
peryearin March.

C. Monetary policy in April-May 1998

19. Atthe end of May, the restricted monetary base closed at R$ 32.4 billion

inthe concept of average daily balances, with growth of 4.9% inthe monthand 32.3%in 12
months. Currency issued and banking reservestotaled R$ 17.4 billion and R$ 15 billion, with
growth of 0.3% and 10.7% in the month and 11.8% and 68.1% in 12 months, respectively.

20. The end-of-period expanded monetary base balance came to R$ 320.4
billion in May, with growth of 1.05% in the month and 59.5% in 12 months.



Table 2. Observed May and forecast monetary program for the second

quarter of 1998
Itemization Forecast Observed
R$ billion Percentage change R$ billion Percentage change
in 12 months 1/ in 12 months

m1 % 37,9- 44,5 12.1 41.6 13.8
Restricted base Z 302 -35,5 33 32.4 32.3
Expanded base ¥ 320,4 - 376,1 71.4 320.4 59.5
M4 4058 - 476,3 25.5 426.8 24.3

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.

21. The average money supply balance (M1) totaled R$ 41.6 billionin May
andremained stable inrelationto y Money supply

April. Inthe 12 month period, the 1 Percentege change in 12 months

M1 growth rate came to 13.8%. .

Currency held by the public totaled ® 7,

R$ 15.2 billion, with monthly =~ | o
growthof 1% andaccumulated 12 | ", R '
month expansion of11.9%. Demand« Shn i N
deposits came to R$ 26.4 billion, | . -=+* "% '
closing with an 0.6% reductionin | Y| "o
the monthand 14.9% growthin12 , e e e I
months. 1;35 Oct fga;ﬁ Apr  Jul  Oct 139&;7 Apr  Jul  Oct fga;a Apr

= = = g —\/ ]

22. The balance ofthe expanded money supply (M4) came to R$426.8 billion
in May for monthly growth of 1.7% and accumulated 12 months expansion of 24.3%.



23. The downward movementin basic interestrates continued in the April-
May period. In average terms, the oy Effective interest rates
TBC and TBAN declined from  soo
25.48% per year and 36.55% pelkso |
year in April to 22.72% per year ,,, |
and 33.3% peryearin May. In thess_of
same period, the over-Selic rate
dropped from 25.16% peryearto |
22.6% per year, closing below the®® ————
level ofthe TBC duetotheimproved°®
liquidity of the interbank market. | 150 \ \ \ —————

Jan Mar May Jul Sep Nov Jan Mar May

1997 1998
mC  ------ Selic

D. Outlook for the third quarter and for 1998 as awhole

24. Since issue of the Real Plan, inflation has moved steadily downward, with

a clear tendency to convergence among the major price indicators for tradable and non-
tradable goods, thus evincing maturation of the stabilization process. Recently, supply has
expanded more rapidly than demand, eliminating pressure on prices and making it possible
to predict that the downturn will continue through the end of 1998, closing atless than 5%.

25. Inthe firstquarter of 1998, the GDP remained at alevel higherthaninthe
same period of the previous year indicating that, despite the contractive response to the end-
of-1997 interest rate hike brought about by a changing international scenario, the pessimistic
forecasts made at that time did not come about. In this framework, when one takes the four
gquarter moveable average GDP trajectory as atendency, itis clear that the renewed growth
that started in the second half of 1996 was notrepeated in the final quarter of 1997 and first
quarter of 1998.

10



26. Industrial productionin the month of April declined inthe series fromwhich
Depec has purged seasonal factors. However, expectations are that growth will move upward
justas occurred inthe first quarter of the year. These expectations are based mainly onthe
strength of investmentindicators, as capital goods production expanded by 5.26% in the
period between January and April and on the average take-home pay of workers which, in
the month of March, held at 3.4% above that of the same month of the previous year. Based
on thesefigures, expectations are that GDP will register positive growth of about 2% in the
year, as increased economic activity in the second half makes it possible for 1998 to close
as the sixth consecutive year of positive product growth.

27. The production growth that occurred between 1994 and 1997 came to an
annual average of 4% per year and has been achieved through improved productivity,
powered by a more liberal trade policy and enhanced internal competition. Inits turn, the
increase in productivity has resulted in wage increases. Since wage increases no longer
respondto changesin priceindices, itis probable thatthe decline in the growth rate of wages
will be reversed during the second half of the year.

28. The increase in productivity and the redefinition of wage adjustments has
enhanced the competitiveness of national products on international markets. This, plus
governmentincentives, has resulted in a sharp upturn under exports and improvementinthe
trade balance and currentaccountresult. In the first five months of the year, the trade deficit
cameto US$ 2 billion or 39.8% less than in the same 1997 period, while the currentaccount
deficitreached US$ 11.2 billion, for a 9.4% decline in relation to the January-May period

of lastyear.

29. Thisresulthas been easily financed by the net flow ofinternational capital,
which has been so intense that international reserves have expanded considerably. The
composition of these flows has improved in qualitative terms, with growth in the share of
resources destined to remainin the economy for longer periods of time, such as directforeign
investments. These investments have been stimulated by stabilization and economic growth
and by the privatization program, so much so that expectations for 1998 foresee a total inflow
of approximately US$ 20 billion.

11



30. Thefiscal situation stands as the economic fundamental that has registered
the leastfavorable growth. Notwithstanding the fact that the government’s determinationin
its efforts to reform the State, as evinced inthe administrative, social security and tax reforms,
coupled with the National Privatization Program, clearly demonstrates its awareness of the
importance of a permanentfiscal adjustment, there is little likelihood that these efforts will
lead to significantimprovementin the 1998 fiscal deficit. Despite this scenario, however, one
should stress the fact that the net debt/GDP ratio has remained stable, with expectations that
this tendency will continue.

E. Indicative targets for the growth of monetary aggregates in the third quarter and all
of 1998

31. Programming for monetary aggregates in the third quarter of 1998 and
estimates for the end of the year took due account of the probable scenarios for inflation, GDP,
interestrates, monetary impacts caused by National Treasury operations and restructuring of
state debts, Banco Central interventions in the exchange market and financial institutions and
rediscountand open market operations. Chart 3 shows the bands projected for the monetary
aggregates atthe end of the third quarter and for all of 1998.

1/

Table 3. Monetary program for 1998

R$ billion
Itemization Second quarter Year
m1? 39.4- 46.3 48.7-57.1
Restricted base Z 31.0- 36.4 37.4- 43.9
Expanded base ¥ 346.6 - 406.9 3774 -443.0
ma ¥ 4158 - 488.1 4297 - 504.4

1/ Refers to the final month in the period.
2/Working-day balance average in month.

3/ End-of-period balances.
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32. Expectations of relative stability for internal interest rates and moderate
growth in nominal earnings for o M1 - percentage change in 12 months

coming months, coupled with other % (daily balance average)

factorsthatimpactthe money supply "
stock, resulted in 12 month growth g |
projections for average daily ba-
lances ofthe M1 aggregate (currency™ |
held by the public plus demand , |
deposits) of 10.4% in September
and 15.9%in December1998. | * - .

projected

33. Inthe second half ofthe year, the M1/GDP ratiois expected toreturnto the
upward trajectory that has Money supply - M1
characterized practically the entirc _cop (% of GDP)

6

period since introduction of the
Real Plan. Thefluctuationsthathav |
occurred in this ratio in the Meican crisis
intervening period resulted fronm , |
adoption of economic policies as
result of pressures onthe domesi ; |
exchange market broughtabout
the crisesin Mexico and Southea » ‘ ‘ ‘ ‘ ‘ ‘ : :
Asiaandintroductionofthe CPMF og;  1eee ' o M ol Sl
the effects of which are notexpecte

to lastthrough the entire year.

Projected

Asian crisis
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34.
as the scenario for compulsory

deposits on demandresources, 12
month growth for the average

Restricted monetary base
percentage change in 12 months
(daily balance average)

Based on the forecast performance of demand for M1 and currency, as well

monetary base balance (currency
issued plus banking reserves) is”
projected to grow by 28.9% in
September and 26% in December®
1998.

60

20

projected

N
R

35.
incurrency andin securities), which
presupposes the neutrality of the,
factors that condition the restricted,,

Expanded base
percentage change in 12

Projection of the expanded base (a measurement of the internal federal debt

monetary base, stillmusttake due
accountofthe restructuring of state ™ |
debts as the major source ofeo-
expansionary pressures. Thus, for40 |
this monetary aggregate, one can

project 12 month growth of 68.2% 21
in September and 46.5% in ,

projected

December 1998.

36. Inmuch the same way and in keeping with the behavior pattern of the other
aggregates, 12 month growthin M4,,
was estimated at 20.9% in
Septemberand 18.9%in December.
1998.

M4 - percentage change in 12 months
(End-of-period balances)

projected
40 +£

20 +

10 +
Aug
1995

T
Apr Aug Dec
1998

T
Apr Aug Dec
1997

T
Apr Aug Dec
1996

Dec

14



37. The proportion between M4 and GDP is expected to continue the upward
trend thatbeganwithintroduction of,, . Money supply - M4
the stabilization program in 1994 .cop (% of GDP)

This has been a consequence of tlie -
process of remonetization, balance o

of payments surpluses and precise | =
measurement of the public sector's //- Profeed
contingentliabilities. Itis forecast * | el
that this processwill slowatthe end | Vacill

of the year with conclusion of the N/\./

process of state debt renegotiationg. | | | | | | | |
Theimpact of this process willbg = Jan - dan - ul - dan = ul = dan =l
moststrongly feltinthe third quarter.

38. Growth inthe monetary aggregates is summarized in the following chart,
which presents the 1997 results together with those of the April-May 1998 period, as well
as the amounts forecast for the third quarter and for all of 1998. The figures forecast for the
future are based on the average point of the forecasts.

Table 4. Evolution of monetary aggregates ~ */

Itemization 1997 1998 1998
Year Third quarter ? Year ?
AprilMay
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 41.6 13.8 42.8 10.4 52.9 15.9
Restricted base ¥ 32.3 60.6 32.4 32.3 33.7 28.9 40.7 26.0
Expanded base ¥ 280.1 52.2 320.4 59.5 376.8 68.2 410.2 46.4
ma ¥ 392.8 21.9 426.8 24.3 451.9 20.9 467.1 18.9
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.
39. The growth of the different multipliers that is implicit in monetary

programming is summarized in the following chart:
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1/

Table 5. Monetary multiplier

ltemization 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 1.286 -14.0 1.270 -14.4 1.300 -8.0
Banking reserves /
Demand deposits 3 0.438 88.8 0.567 46.5 0.579 40.9 0.536 22.4
Currency / M1 ¥ 0.384 -24.0 0.365 -1.6 0.368 1.9 0.392 2.1
M4 / Expanded base “ 1.402 -19.9 1.332 -22.1 1.199 -28.2 1.139 (18.8)
1/ Refers to the final month in the period.
2/ Projected.
3/ Working-day balance average in month.
4/ End-of-period balances.
40. Eventhoughthe process of monetization has yetto fully runits course, the

long period of price stability that
has been achieved makesitpossiblg

to predict that there will not be ’_\’/_/J\—\/*—\_\ projected
significant volatility in the future 5| S — e
values of the restricted monetary
base multiplier.

Monetary multiplier

09 -
Currency outside banks / M1 - om
0% \:S—Q
Bankinag
0.1 s e B e e B e A
Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec
1995 1996 1997 1998
41. The expanded base multiplier will continue registering reductions over the
coming months, mirroring
. . Monetary multiplier
operations related to restructuring M4/Expanded base
of state debts since, despite theif®  rofected
influence on the expanded base,, |
part of these operations will not
impactM4. 9T
16 +
13 + - -
1.0 —— T T T T T
Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec
1995 1996 1997 1998
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Summary of projections

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

quarter of 1998

m1? 36,1- 42,4 6.4
Restricted base ? 25,1- 29,4 10.4
Expanded base ¥ 3139 - 368,5 75.7
M4 4066 - 477,3 31.4

41.4
30.9
311.9
417.2

12.3
24.9

60.6
24

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 May and forecast monetary program for the second

quarter of 1998

m1? 37,9-445 12.1
Restricted base ? 302-355 33

Expanded base ¥ 320,4 - 376,1 71.4
M4 4058 - 476,3 25.5

41.6
32.4
320.4
426.8

13.8
32.3
59.5
24.3

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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Table 3. Monetary program for 1998

R$ billion

m1? 39.4- 46.3 48.7-57.1
Restricted base ? 31.0- 36.4 37.4-43.9
Expanded base ¥ 346.6 - 406.9 377.4 - 443.0
M4 ¥ 41538 - 488.1 429.7 - 504.4

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 41.6 13.8 42.8 10.4 52.9 15.9
Restricted base 32.3 60.6 32.4 32.3 33.7 28.9 40.7 26.0
Expanded base * 280.1 52.2 320.4 59.5 376.8 68.2 410.2 46.4
M4 ¥ 392.8 21.9 426.8 24.3 451.9 20.9 467.1 18.9

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 1.286 -14.0 1.270 -14.4 1.300 -8.0
Banking reserves /
Demand deposits ¥ 0.438 88.8 0.567 46.5 0.579 40.9 0.536 22.4
Currency / M1 ¥ 0.384 -24.0 0.365 -1.6 0.368 1.9 0.392 2.1
M4 / Expanded base o 1.402 -19.9 1.332 -22.1 1.199 -28.2 1.139 (18.8)

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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