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Monetary Policy in Brazil

= Monetary Policy in anl Inflation fiargetng Eramewoik

— July/1999: Implementing neW MenEteARETImE
_ Floating exchangge rate regime - i e

-
— Declining Inflatien targets: 8% forriQQ:QMr 20)0)0) 0%
for 2001 and 3.5% for 2002, withrE 2% telerance interval

— Central Bank: eperational independence ; acecountanmity
and transparency

— Well-succeeded experience: Inflatenin the targeted
range in 1999 and' in 2000



Monetary Policy in Brazil

o Main instrument: target fiox the Selic rate(evernight rate
for government bonds in the Sistemeal ESpecialide
Liguidacaoe e Custodia)

1';;-*re§ﬁéjfierm

— | consequence, affect inflatiepRitiase Iam- feRsmissien

mechanisms of menetary policy, =SS aeEiregaie demand,
exchange rate , expectations and crediizchannel)

— Changes In Selic rate meveshen
structure; .

— topic Interventions te aveid volamiiity



Domestic Debt Management Policy

o Objectives fior domestic debit nanagement pPelIcy.

— Maturity lengthening of NabenalNiEasui/sSses

— |ncrease the share of fixed-raie secl Ies; andprice-
E‘ |- —

<
an!‘overnight-

Indexed long-term securities

— Gradually reduce the share ofi US doliar

Indexed securities on tetal eutstanding
— Reduce the borrowing cests for thergovernment

— Expand the secondary market fer gevernment nends



Domestic Debt Management Policy

5 Brazilran “peculiarities?

i

D Irohie next

—
*H
izl Stanading -

— low shiare of fixed-rate securitlesHnrtel
domestic debt carries Interest anerexchiange rate rsks;

— Approximately 38% of federal deb el
12 menths;




Domestic Debt Management Policy

o Gradual change in debit compesitien

December, 1999

: Inflations Indexed
Overnight Indexed 11%

SWAY)
=

Fx Indexed EX Indexed
Fixed Rate 23% 25%

Overnight Indexed
0% 51%



Domestic Debt Management Policy

I Lengthening of debt - total ouistandinegrand neEw ISSUEes
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Money Markets

H° Meney Markets - Objective IS te manage sheri-term
liguiaity
— Unstable goevernment cashifoWsiulESereeVEfmmEnt

spending, revenues and deli rede_-[ﬁ}ptionf’é"'thedule
< f_' L & — 4

— Net position of the government aiie Cts‘*{y;
— Central Bank operates on daily e iSith 0 aianlyy

“auctions” to manage liguidity;

— |nitiatives to foster meney markes Instrments
(repurchiase agreements, securities lenaing, new,
payments system)



Coordination with Treasury

I Weekly: meetings to co-ordinate: siraegy/ regarding;:

— structure of redemptions

— liguidity outlook | A

—

N G
— market conditions in relation tery/pPENG]

Wes, maturities

and volumes \

— Treasuny cash-flow —» CentralfBankeaCisies the
payments agent ofi the Treasury

— FEinall decision always frem the Jreasuiy.



