Monetary Programming for the third quarter and 2000

A.Theeconomy in thesecond quarter 02000

1. Inthefirstquarterofthe currentyear, grossdomestic product(GDP) expanded
by 1.23%, based ondata purged of E——
seasonal factorsandreleased by the Seasonally adjusted
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industryand 2.28% under services
anda falloffof0.84% undercropandlivestock farming.

2. AccordingtoIBGE, industrial productiondata from which Banco Central has
removed seasonal impacts show
expansion of 2.41% in April, in
relation to the previous month’s
result, reflecting growthof4.72%in
the production of capital goods,
5.07%inoutputofconsumer goods
and 1.34% under intermediate
goods. The growthtrajectoryunder 105 | | | | | |
industrial production, whichbegan Jan Jul Jan Jul Jan  Jul Jan
inthe secondhalfof'1999, becomes 1997 1998 1999 2000
evident when one compares the oo ince
resultsofthe firstfourmonthsofthe
currentyear with those 0 1999. This comparison shows expansion of 6.64% inindustrial product
growth, based onexpansion of 6% under capital goods output, 3.44% under consumer goodsand
7.9%inintermediate goods.
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3 Accordingto figuresreleased by the Trade Federation of the State of Sdo

Paulo (Fcesp) and purged of
seasonal factorsby Banco Central,
real revenues of theretail trade sec-
torinthemetropolitanregionof Sao
Paulo (RMSP)registered growth of
0.23%in May, when compared to
thepreviousmonth. Whensetagainst
the same month ofthe preceding
year, growth cameto 20.8%, with
an increase of 26.4% in sales of
durable goods. In the first five
monthsoftheyear, growth closed at
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1/ Seasonally adjusted data.

12.8% compared tothe same period of the previousyear. Whensalesof factoryauthorized vehicle
outletsare excluded, revenuesremained stable in May, but increased by 20.3% inrelationto the

total for the same 1999 period.

4 Priceindicesturned downward in2000. Inthis context, the Broad Consumer

Price Index (IPCA)accumulated
expansionof1.41%inthe firstfive
months of the year, while the
Consumer Price Index—Fipe (IPC-
Fipe) closed with 0.69% and the
General Price Index — Internal
Supply (IGP-DI)ended the period
at 2.22%, compared to 3.76%,
2.59%and 8.23%, respectively,in
the same period of the previous
year. Inaccumulated twelve month
terms up to May, the IPCA, IPC-
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Fipe and IGP-DlIregistered growth trends equivalentto 6.47%,6.62%and 13.68%.



5. InMay, openunemploymentclosedat7.8%. Accordingto IBGE statistics, this
figurereflectedstabilityinrelationto Unemployment Rate
Aprilbutwashigherthaninthesame 85
periodof1999(7.7%). Theaverage 89
rate for the first five months of the :z
yearcameto 7.9%,asagainst7.8% |
inthesameperiodof 1999, mirroring 6.0 |
growth of 4% in the number of 59
persons employed, 5.1% in the jz
numbernotemployedand4.1%in ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
theeconomicallyactive population. gen Mayo Sep sen May  Sep jan May Sep Jan May
Alsoaccordingto IBGE figures,  source: isce

average real earnings of the

employedincreased by 0.08% inrelationto March. Themostintense growthinearningsoccurred
under commerce with 6.9%, while the sharpest drop wasregistered in the manufacturing sector,
with 1.5%. Amongemployment categories, there was anincrease of 2.16% in the earnings of
nonregistered workersand 0.65% in those of registered workers, at the same time in which the
earnings of employers and the self-employed dropped by 8.47% and 0.98%, respectively.

6. The government’seffortsto limitexpenditures and achieve the fiscal targets
defined for2000 are evidentinthe

R$ Federal Government
consistently favorable fiscal results Budget Operations

that have been registered.
Consequently, overall federal
governmentoutlayscametoR$50.4
billion while total netrevenues—
excludingtransferstothe statesand
municipalities, refundsand fiscal in-
centives — added up to R$ 61.5

Jan Mar May Jul Sep Nov Jan Mar
billioninthe first formonths ofthe 1999 2000
year, I’eﬂecting apr]mary surplus of Source: STN H Revenues M Expenditures

R$ 11.16 billion or 14.3% more

thaninthe same period 0of 1999. Total netrevenues accounted for 16.5% of GDP in the first four
months 0f2000, when comparedto 17.6% of GDP inthe corresponding period of the previous
year, while overall spending declined by 1% of GDP.



7. The Net Public Sector Debt cameto R$ 536.2 billion in April, an amount

equivalent to 47.5% of GDP,

comparedto R$ 527.2 billion, or
47%0f GDP, inthe previousmonth.
The net internal debt closed at
R$425.7billionor37.7%of GDP,
ofwhich21.7%ofGDPrefertothe
central government, 12.7%of GDP
tostate governments, 2.1% of GDP
tomunicipal governmentsand 1.2%

of GDPto governmentcompanies.
The foreigndebtclosedatR$110.5

% of GDP
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billion, equivalentto9.8% of GDP,
or 6.27%lessthan inthe month of March.
8. Public Sector Borrowing Requirements registered a primary surplus of

R$ 17.3billioninthefirstfourmonths
oftheyear, correspondingto4.65%
of GDP. This figure was 60.1%
higher than in the same period of
1999. Outlays on nominal interest
cametoR$27.1billionor7.3% of
GDP. Consequently, thenominal
deficit totaled R$ 9.8 billion,
correspondingto2.65%ofGDP.In
the same period of the previous
year, thistotalhad cometoR$ 55.4
billionor 17.7% of GDP.
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0. Theprocess oftrade balance recovery thatbeganin 1999 has continued inthe
currentyear. Thus, inthefirstquarter ——

Ofthe year, the Surplus came to USS$ billion 12 month accumulated balance
0

approximately US$ 26 million, as
comparedtoadeficitofUS$ 816 2 -
millioninthe same quarter ofthe
preceding year. Inthe April-May
period, exports totaled US$ 9.2
billionasagainstimportsofUS$8.7 8,
billion, forrespectiveincreasesof .10
14.2%and 11.8% overtheresults 13;”8 May  Sep 13;”9 May  Sep 2305:;‘0 May
for the same 1999 period. The  source: secex-srF

increase in imports reflects the

ongoing process of expanding internal demand together with the oil price increase, while larger
exportsweredueto greater sales of manufactured goodsto the Northand Latin Americanmarkets.
Thus, thetrade surplusreachedalevel of US$ 575 millioninthe period, asagainst US$ 342 million

inthe April-May period of 1999.
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10. The currentaccount balance closed the first quarter of the year with adeficit
of US$4.1billion, reflectingadecline of 22% when compared to the same quarter of the preceding
year. Inthe April-May period, the deficitcameto US$4.7 billion, with growthof 13.9%inrelation
tothe same period of 1999. Forthe most part, thisresultreflects the impact of foreign debt interest
paymentstotaling US$ 1.4 billioninthemonth of April.

11. Netinflows of direct foreigninvestments totaled US$ 6.8 billion in the first
quarter of2000, forareduction of Foreign direct investment
11.2%inrelationtotheresultforthe  ussbilion 12 month accumulated inflows

sameperiodof1999.Inthe April- % L
May period, netinflowsofthese ] ~w—8—a—u =~ BT S

findscametoUS$3billion, revealing 25

asituationof'stabilityinrelationto 20 ’/
the previousyear. Oneshouldtake 15 - —_ — =
particularnoteofthereductioninthe 10 == =
participationofdirectinvestments s
consequent upon privatization
operations, which fell from43.7% —_ = 1997
between January and May 1999 to

10%inthe same period of2000. Growthinautonomousinvestments isadded confirmationofthe

intensifying growthtrend underdirectinvestmentsinthe country.
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12. Attheend ofthe first quarter ofthe current year, international reserves totaled
US$ 39.2 billion. The April-May

International Reserves

period was marked by anticipated and Import Coverage Coefficient -
illion ontl
amortization of part of the loans g0 16
granted by the International 70 i;‘
Monetary Fund, Bank for 6o Lo
International Settlements and the 50 - ;8
Bank of Japanin the framework of 401 i
the international agreementledby 301 L)
the IMF in November 1998. This 20 ‘ ‘ ‘ ‘ ‘ ‘ "
. . . Jan May Sep Jan May Sep Jan May
processresulted inadecline in the 1998 1999 2000
o @ mport ficient
reserve level to US$28.6 billionat e
the end of May.
B. Monetary Policy in the first quarter of 2000
13. Therestricted monetary base, which ismeasured by the concept ofaverage

businessday balances, generated results that were fully inkeeping with Monetary Programming
targets for the first quarter. The final result came to R$ 40.9 billion, with growth of—3.1%inthe
monthand 8.7%in 12 months. Amongthe components, banking reservescametoR$ 17.3 billion,
reflectingadeclineof 3.6%inrelationto the previousmonth and expansionof5.3%in 12 months,
whilethe balance of currencyissued reached R$ 23.6 billion, foradrop of2.7%in themonth and
growthof11.4%in 12months.

14. The expanded monetary base, which is the sum of the restricted base,
compulsory cashdepositsand federal public securities outside the Banco Central portfolio, totaled
R$469.5 billionin March. This amount represents growth of 0.7% in the month, based ona
reduction of6.7% intherestricted base—measured in terms of end-of-period balances—offset
byincreasesof'1.7% and 0.4% inthe balances of National Treasury and Banco Central public

Table 1. Monetary program forecast for the 2000" first quarter and
observed results

Itemization Forecast Observed
R$ billion Percentage change R$ billion Percentage change
in 12 monthszl in 12 months
m1¥ 50.4 - 59.2 17.7 535 14.8
Restricted base® 38.4-451 11.0 40.9 8.7
Broad base® 417.2 - 489.8 16.9 469.5 21.0
M4 528.8 - 620.8 20.4 574.6 20.3

1/ It refers to the last month in the period.

2/ Percentage changes are based on the medium point of forecast.
3/ Average of working-day balances in last month of the period.

4/ End-of-period balances.



securities, respectively. Growthin broad monetary base balances accumulated 21%in 12 months
and, justasoccurred with the other aggregates, closed well within the parameters defined in
Monetary Programming for the first quarter of the year.

15. The money supply (M1)—concept of average daily balances — came to
R$53.5billioninMarch, reflecting Moy Suony
areduction of 1.8% in the month percemagg'lﬁﬁng: i'iplé’ months

%

and growthof14.8%in12months. &0
Currency held by the public, which
cametoR$20.4billion, declined by
3.3%inthemonth, registeringgrowth 40 -
0f10.3%in 12 months. Demand 20 |
depositscametoR$ 33 billion, fora

drop of 0.9% in the month and  ©
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16. Thebroadermonetary aggregate (M4)cameto R$ 574.6billion, with growth

0f0.4% inthe monthand 20.3%in 12 months.

17. Operations with federal public securities in the first quarter of this year,
includingliquidity adjustmentsimplemented by Banco Central, closed withdownward movement
ofR$ 9.4 billion. Inthe primary market, growth came to R$ 2.8 billion, with net placements of
R$ 8.3 billionin National Treasury securities and netredemptions of R$ 11.1 billionin Banco
Central papers. Inthe secondary market, operations with public securities produced acontractive
impactofR$ 12.1 billion.

18. Inthe firstquarter of the year, the Banco Central Monetary Policy Committee
(Copom)maintained the Selicinterestrate targetat 19% peryearinJanuary and February, without
definingabias. Atthe March 22 meeting, the target was maintained at the same level, but witha
downward bias. Onthe 28" ofthe month, the Banco Central Governorexercised hisrighttoutilize
the biasand reduced the Selicrate target by one halfof one percent to 18.5% per year.



C.Monetary policy in the April-May 2000 period

19. Inthe concept ofaverage daily balances, the restricted monetary base came

toR$38.5billioninMay. Inthemonth, thisaggregate declined by 0.2%, while the 12 monthresult
expandedby 8.3%. Currencyissuedtotaled R$ 23.5 billion, withareduction of0.3%inthe month
and growthof17.1%in 12 months. Bankingreservestotaled R$ 14.9 billion, forareduction of
0.2%inthemonthand 3.1%in 12 months.

20. Thebroad monetary base cameto R$495.7 billioninthemonth of May, with
growth of4% inrelationto the previousmonthand 25%in 12 months.

21. Interms ofaverage daily balances, the money supply (M 1) cameto R$ 54
billionin May, with growth of 0.5% inthe monthand 22.1%in 12 months. Currency held by the
publictotaled R$20.3 billion, reflecting adrop of0.2% inthe month and growth of 16.4%in 12
months. Demand deposits cameto R$ 33.7billion, for growth 0f0.9% inthemonthand 25.9%
in 12months.

Table 2. Forecast monetary program for the second quarter of 2000 and observed
results in the April/May period"

Itemization Forecast Observed
R$ billion Percentage change R$ billion Percentage change
in 12 monthszl in 12 months
M1¥ 51.1-59.9 22.3 54.0 22.1
Restricted base® 35.4-415 5.2 385 8.3
Expanded base® 455.8 - 535.1 23.6 495.7 25.0
M4 555.5 - 652.1 21.0 588.3 21.1

1/ It refers to the last day in the period.

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

4/ End-of-period balances.

22. The M4 balance, whichisthe broader monetary aggregate, cameto R$ 586.1
billioninthe month of May, with growth of 1% inthe monthand 20.7%in 12 months. The M4/
GDPratio cameto 51.6% inthe month, ascompared to 51.5%in April.

23. Operations with federal public securities in the two month period turned in
positive growth. Thus, the primary market registered growth of R$ 12.3 billion, with net
redemptionstotalingR$ 7.5 billioninBanco Central papersand R$ 4.8 billionin National Treasury
papers. The secondary public security marketregistered net placements of R$ 9.8 billion.



24, Inthetwo Copommeeting held in April and May, the Committee resolved to
hold the Selic interestrate target stable at 18.5% per year as of March 28, with no bias. This
positionwas fully consistent with the evolution of foreign conditioning factorsinthe period, despite
the highly positivetrajectory of the nation’smacroeconomic fundamentals.

Date of the Application of downward bias Selic rate target (% p.y.) 1
Copom meeting

3.4.99 - 45.0

3.24.99 42.0

4.5.99 39.5

4.14.99 - 34.0

4.28.99 32.0

5.7.99 29.5

5.12.99 275

5.19.99 - 235

6.8.99 22.0

6.23.99 - 21.0
7.28.99 - 19.5
9.1.99 - 19.5
9.22.99 - 19
10.6.1999 - 19
11.10.1999 - 19
12.15.99 - 19
1.19.00 - 19
2.16.00 - 19
3.22.2000 - 19
3.29.2000 18.5

4.19.2000 - 18.5
5.24.2000 - 18.5
6.20.2000 17.5

1/ Effective as of first business day following meeting or application of bias.

D. Outlook for the third quarter of2000

25. The performance ofthe industrial sectorinthe earlymonths of the year suggests
thatthe process of recovery that began toward the end of 1999 has gained in consistency,
particularly interms ofthe output of consumer durables and capital goods. This trend hasbeen
reflected in the labor market, as the balance of hirings and firings has turned positive. Here,
however, one should note thatincreased labor demand has notaltered the process of downward
movementintheunitcostoflabor, clearly mirroring the productivity gainsachieved.

26. In April ofthis year, the level of utilization of installed industrial capacity
surpassedthelevelsregisteredin 1999 and 1998, thoughitisstill belowthe 1997 mark. However,
accentuated growthin capital spending forindustrial purposes indicates the positive expectations
ofthe sectorinrelationto theinternal and external markets. This process has potentialized growth
ininstalled industrial capacity so as to avoid undue pressures on output capacity.



27. Insofarasinventory formationis concerned, thoughreductions have occurred
inspecific sectors ofthe economy, particularly in the case of various types of farm products, current
levelsare sufficient to avoid accumulation of demand pressures and, consequently, price growth.
Parallel to these results, recent figures from the foreign trade sector indicate that the trade balance
would notbe jeopardized should it become necessary to increase imports to offset possible stock
imbalances.

28. In this framework, the monetary authority has acted in such a way as to
coordinate reductions in basic interest rates, cutbacks in reserve rates on demand deposits and
improvementsin therisk classification system with the aim of creating the conditions required to
intensify the process of narrowing the margins applied to the funding rates paid by financial
institutions. However, the intensity of thismovement has not been up to expectations, despite the
fact thatinternal macroeconomic fundamentals have generated highly positive results. Themore
conservative posture adopted by financial institutions has been caused, basically, by asense of
wariness regarding the international market, principally as regards the growth trajectory ofthe
Americaneconomy.

29. Positive developments in the country’s macroeconomic fundamentals are
evidentinrecent fiscal results and foreign sector figures. Consequently, the recurrent surpluses
registered by the consolidated public sector have clearly evinced the adjustment process to which
publicaccountshave been submitted. Inthis sense, the 12 month accumulated primary surplusup
to April continued at a record level and has made an important contribution to widening

expectations of a consistent drop in public sector borrowing requirements and, consequently, in
the debt/GDP ratio.

30. An analysis of foreign accounts demonstrates the improvement that has
occurred inthe trade balance, partially offset by increased net spending on services not related to
production factors generated by the upturn in the pace of economic activity. Services related to
production factors, which reflect the flow of income between residents and nonresidents, have
remained practically unchanged, as growth in net interest paid has been offset by reductions innet
remittances of profitsand dividends.

31. Recoveryinthe currentaccountresult, whichregistered anaccumulated deficit
of US$ 8.8 billioninthe first five months of the year forareduction of 6.2% inrelation to the same
period of the previous year, is seen to be even more relevant when one considers the long-term
financing standard of the nation’s external accounts. In this sense, one should note that the level
achieved by directinvestments has been consistently greater than external borrowing requirements.
Going beyond this, one can now assume that as the situation of the nation’s trade balance position
continuesto improve, this trajectory will certainly become even more comfortable.

32. Inthis framework, the increase in the volume of creditand the reduction in the
differential between asset and liability rates in the early months of the year will certainly become
evenmore accentuated as financial market volatility wanes and long-term expectations become
more conducive to asustained process of Brazilian economic growth.

10



33. Asmeasured by thediverse priceindices, inflationhasbeen consistently below
expectationsdespite the unfavorable impacts of increases in fuel prices and the minimum wage,
coupled withthe ongoing process of economic growth. There are no signs ofadded inflationary
pressures caused by growing demand. Evidently, thishas clearly favored downward movement
in12monthindicesandthissituationisnotexpectedtochangeinanysignificantway overthecourse
oftheyear.

E.Indicative targets for growth in monetary aggregates in the third quarter and the
year2000

34. Programming of monetary aggregates for the third quarter and the year 2000
asawholeisfully consistentwiththe systemofinflationtargetingadopted in June 1999. The system

isbased on probable scenarios for national income, credit operations and interestrates.

Table 3. Monetary program forecast for 2000"

R$ billion
Itemization Third Quarter Year
R$ % change in R$ % change in
billion 12 month? billion 12 months?
m1¥ 51.8 - 60.8 18.4 62.5-73.3 15.0
Restricted base® 33.9-39.8 5.5 41.9-49.2 0.4
Broad base® 483.9 - 568.0 26.8 496.5 - 582.8 20.7
M4 569.1 - 668.1 19.2 589.5 - 692.0 16.5

1/ It refers to the last month in the period.

2/ Percentage changes are based on the medium point of forecast.
3/ Average of working-day balances in last month of the period.

4/ End-of-period balances.

11



35. Twelve month growth in average daily money supply (M 1) balances was
estimated at 18.4% for September Money supply - M1
and 15% for December 2000. _ (% of GDP)
Projectionsofgrowthinthisaggregate - Y2K
have surpassed nominal income 5% N Sa
growthestimates, reflectingtheeffects | ,
expected asaresultofthe measures S —
adopted to stimulate financial *° Asian crisis Corecast
intermediation. In this sense, ,, |
expectations point to growth in
demand deposits as a result of a >*°

Jan Jul Jan Jul Jan Jul Jan Jul
larger volume of credit operation 1997 1998 1999 2000
resourcesintransitthroughthesystem
and the efforts ofthe banking system to expand utilization of thistype of funding asaresult of the
growththathasoccurred inthe volume of resources available fornonearmarked utilization. With

this, the M1/GDP ratio will tend to increase in coming months.

36. Withthe behaviorexpected for currency demand, including the resources
maintained as currency and demand
deposits, together with cutbacks in ROEIEE] LRl [ER6E

% Percentage change in 12 months of daily balances

therates of compulsory reserves on
demanddeposits, currentprojections
point to adrop of 5.5% inthe 12 ;|
monthaverage monetary base balan-

ce(currencyissued plusbankingre- 0 Forecast
serves) for September coupled with
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37. Projections for the broad base (a measurement of the monetary and federal
securities debt), which presuppose

o ): . .p . Pp Broad Base

neutrahzanonofthecondltwnmgfactors % percentage change in 12 months (End-of-period)

that generate undesirableimpactson  *°

the restricted monetary base, reflect
the growth that has resulted from
updatingofthese figuresonanaccrual | Forecast
basis as the major source of
expansionary pressures. Among 20 -
contractive factors, one should stress
expected net deposits in the single OJan May Sep Jan May Sep Jan May Sep Jan May Sep
National Treasury account. Withthis, 1997 1998 1999 2000
itisestimated that 12 month growthin

thismonetary aggregate will come to 26.8% in September and 20.7% in December 2000.
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38. Inthe broader concept of the money supply (M4), projections are influenced
by expectations that recovery in

. . . M4 - percentage change in 12 months
credit operations will more than P J J

% (End-of-period balances)
offset the contractive impacts 40
resulting from control ofthe public
sector nominal deficit. Thus, 12 %0 i
monthgrowthinM4isprojectedat ;| e
19.2% for Septemberand 16.5%in o=
December2000. 10
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39. The ratio between M4 and GDP is expected to increase over the course of
2000, aprocessfullyconsistentwith Money supply - M4
the expected behavior of this (% of GDP)
aggregate. %
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40. Theevolutionofthemonetary aggregatesis summarized inthe followingtable

which showsthe values for 1999 and forthe April/May 2000 period, as well asthe forecastresults
forthe third quarter o£2000.

Table 4. Evolution of monetary aggregates”

Itemization 1999 2000
Year April/May Third Quarter” Year?
RS billion | % change in | RS$ billion | % change in | RS$ billion | % change in | RS billion | % change in
12 months 12 months & 12 months & 12 months
M1 59,0 20.5 54.0 221 56.3 18.4 67.9 15.0
Restricted base” 454 15.6 38.5 8.3 36.9 -55 45.6 0.4
Expanded base” 447.1 26.9 495.7 25.0 525.9 26.8 539.7 20.7
M45/ 550.2 214 588.3 211 618.6 19.2 640.7 16.5

1/ It 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.
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41. Growthinthe variousmultiplierswhichisimplicitinmonetary programmingis
summarizedinthefollowingtable:

Table 5. Monetary multiplier”

Itemization 1999 2000
Year April/May Third Quarter” Year?
Multiplier |% change Multiplier |% change, Multiplier | % change| Multiplier |% change
in 12 in 12 in 12 in 12
months months months months

M1 / Restricted ba563/ 1.300 4.3 1.405 12.8 1.526 25.3 1.490 14.6

Banking reserves /

Demand depositsal 0.51 -75 0.443 -23.1 0.348 -43.4 0.340 -33.3

Currency / M13l 0.399 -4.4 0.375 -4.8 0.379 -1.8 0.404 1.3
M4 / Broad base” 1.231 -4.4 1.187 -3.1 1 -6.0 1.187 -3.6

1/ It refers to the last month in the period.

2/ Forecast.

3/ Average of working-day balances in last month of the period.
4/ End-of-period balances.

42. Theincreasesintherestricted monetary base multiplier, which werenoted last
Octoberand April, as well as the

. Monetary Multiplier
newincreaseexpected forJuly,are 17

consequences of thereductionin Py
compulsorydepositratesondemand 13 \
resources M1/Restricted base Forecast

Reserves/Demand depogits
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43. Theexpanded base multiplierdeclined inMay asaresultofexchanges of state
and municipal liabilities for federal Monetary multiplier
securities. Overthe currentyear, no M4/Broad base
. . . 2.0
significantalterationsare expected
inthisratio, since both the broad s
baseand M4 areexpected toregister
similar growth paces. 15 |
Forecast
1.3
1.0 T T T T T T
Jan Jul Jan Jul Jan Jul Jan Jul
1997 1998 1999 2000
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Summary of projections

Table 1. Monetary program forecast for the 2000" first quarter and

observed results

Itemization Forecast Observed
R$ billion Percentage change R$ billion Percentage change
in 12 monthszl in 12 months
m1¥ 50.4 - 59.2 17.7 535 14.8
Restricted base® 38.4-451 11.0 40.9 8.7
Broad base® 417.2 - 489.8 16.9 469.5 21.0
M4 528.8 - 620.8 20.4 574.6 20.3

1/ It refers to the last month in the period.
2/ Percentage changes are based on the medium point of forecast.
3/ Average of working-day balances in last month of the period.

4/ End-of-period balances.

Table 2. Forecast monetary program for the second quarter of 2000 and observed
results in the April/May period”

Itemization Forecast Observed
R$ billion Percentage change R$ billion Percentage change
in 12 monthszl in 12 months
M1¥ 51.1-59.9 22.3 54.0 22.1
Restricted base® 35.4-415 5.2 385 8.3
Expanded base® 455.8 - 535.1 23.6 495.7 25.0
M4 555.5 - 652.1 21.0 588.3 21.1

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

4/ End-of-period balances.
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Table 3. Monetary program forecast for 2000"

R$ billion
Itemization Third Quarter Year
R$ % change in R$ % change in
billion 12 month? billion 12 months?
Mlal 51.8-60.8 18.4 62.5-73.3 15.0
Restricted base® 33.9-39.8 -5.5 41.9-49.2 0.4
Broad base” 483.9 - 568.0 26.8 496.5 - 582.8 20.7
M4 569.1 - 668.1 19.2 589.5 - 692.0 16.5
1/ It refers to the last month in the period.
2/ Percentage changes are based on the medium point of forecast.
3/ Average of working-day balances in last month of the period.
4/ End-of-period balances.
Table 4. Evolution of monetary aggregates”
Itemization 1999 2000
Year April/May Third Quarter” Year?
RS billion | % change in | RS$ billion | % change in | R$ billion | % change in | RS billion | % change in
12 months 12 months & 12 months & 12 months
MY 59,0 20.5 54.0 221 56.3 18.4 67.9 15.0
Restricted base” 454 15.6 38.5 8.3 36.9 -5.5 45.6 0.4
Expanded base” 447.1 26.9 495.7 25.0 525.9 26.8 539.7 20.7
M45/ 550.2 21.4 588.3 21.1 618.6 19.2 640.7 16.5
1/ It 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”
Itemization 1999 2000
Year April/May Third Quarter® Year?
Multiplier |% change| Multiplier |% change Multiplier | % change| Multiplier |% change
in 12 in 12 in 12 in 12
months months months months
M1/ Restricted baSEBI 1.300 4.3 1.405 12.8 1.526 25.3 1.490 14.6
Banking reserves /
Demand depositSSI 0.51 -7.5 0.443 -23.1 0.348 -43.4 0.340 -33.3
Currency / M1 0.399 -4.4 0.375 -4.8 0.379 -1.8 0.404 13
M4 / Broad base4/ 1.231 -4.4 1.187 -3.1 1 -6.0 1.187 -3.6

1/ It refers to the last month in the period.

2/ Forecast.

3/ Average of working-day balances in last month of the period.

4/ End-of-period balances.
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