The Conquest of Lower Interest Rates in
Brazil—Where Does Neutral Stand?
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Plano de pesquisa
Principais objetivos

e Estudar o carater inter-temporal da taxa neutra
de juros reais em mercados emergentes.

- Perrelli (2012): taxa neutra em 22 paises emergentes.

e Estimar a contribuicao de fundamentos macroeconémcos
para a dindmica da taxa neutra de juros reais no Brasil.

- Perrelli e Roache (2014): implicacbes de estimativas incorretas
na conducao da politica monetaria com metas de inflagao.
- Perrelli e Roache (2019): atualizacdo da taxa neutra para o Brasil.

e Contextualizar os resultados no contexto da economia global.
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Marco tedrico

Definicdo de taxa neutra originada em Wicksell (1898).

e Inspiracio para aplicacio de filtros estatisticos (e.g. Kalman)
em Laubach e Williams (2003).
Primeiros estudos para o Brasil

- Miranda e Muinhos (2003)
- Muinhos e Nakane (2006)
Neto e Portugal (2009)
Goldfajn e Bicalho (2011)

e Artigos recentes para economias avancadas

- Hamilton, Harris, Hatzius, e West (2016): "Uncertainty is large...'
- Holston, Laubach, e Williams (2017): "R Code..."
- Rachel e Summer (2019): "Secular stagnation..."
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Estimativas baseadas no modelo de Ramsey
Ndo conseguem explicar dindmica da taxa neutra no Brasil

Figure 14.1. Brazil: Ex Ante Real Policy Rate, Neutral Rate from Ramsey
Model, and per Capita Income Growth Rate, 2000-17

(Annual averages, percent)

12.4 B Ex ante real policy rate (Selic)
B Neutral rate from Ramsey model
Per capita income growth rate
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Sources: Central Bank of Brazil; Haver Analytics; and authors’ calculations.
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Estimativas baseadas no prémio pela maturidade
Como distinguir entre mudancas tempordrias e permanentes?

Figure 14.3. Brazil: Slope of the Yield Curve, 2005-17
(Percent, slope is the difference between long- and short-term yields)

Slope of the yield curve == Short-term yield == Long-term yield

Sources: Central Bank of Brazil; Haver Analytics; Thomson Reuters Datastream; and authors’ calculations.
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Estimativas baseadas em filtros estatisticos
Queda sustentdvel desde IT até 2012, U-invertido depois disso

Figure 14.2. Brazil: Ex Ante Real Policy Rate—Statistical Trend and Interest
Gaps, 2001-17

(Percent, gap equals actual minus trend real rate)
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Sources: Central Bank of Brazil; and authors’ calculations.
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Importancia dos hiatos de inflacao
U-invertido coincide com abertura do hiato de inflacédo
Figure 14.4. Brazil: Inflation Gaps, 200017

(Percent, actual inflation minus the midpoint of the inflation target band)
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Sources: Central Bank of Brazil; Haver Analytics; and authors’ calculations.
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Importancia das surpresas inflacionarias
Corrosdo das expectativas coincide com maior taxa neutra

Figure 14.5. Brazil: Inflation Surprises and Diffusion Index, 2002-17
(Percent, surprise is actual inflation minus 12-month-ahead expected inflation;
diffusion index is the share of inflalion basket items with price increases)

14- Inflation surprise (actual minus expected, percent, left scale)
12~ — Diffusion index (share of total basket items, percent, right scale)

Sources: Central Bank of Brazil; Haver Analytics; and authors’ calculations.
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Estimativas baseadas em modelos econométricos
Modelo de equilibrio de longo prazo

ong-Term Equilibrium Real Interest Rate, 2003-17

Dependent variable: Real policy rate deflated by 12-month-ahead expected inflation'>*
() () ©) (H) )
Linear trend . X —0081 0200 —0153 —0157 —0.104
©07)  (©21) (003 (.05™ (003"
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Global short-term interest rate_t
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Global long-term interest rate_t
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Constant 11281 6361  —0024 8167 8464 19526 —7.985 12180  7.203
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Adjusted A2 047 037 0.39 047 041 063 051 033
Long-run variance na 1168 2496 3204 8000 4.92 918 2929
Engle-Granger coint. test (prob)* na 0.00 0.00 072 062 007 0.14 002
Sample size 60 59 59 59 59 55 55 55
Source: Authors' calculations.
“Standard eors are in parentheses.
“Models B thru L are cointegrating regressions (fully modfied least squares).
“Long-run covariance estimates use prewhitening with lags based on the Akaike information criterion, Bartlett kemel, and Newey-West automatic bandwidth selection.
“Probabilty of rejecting the null hypothesis of no cointegration when the null hypothesis is true.
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Estimativas baseadas em modelos econométricos
Contribuicdo de fatores domésticos tem sido crucial

Figure 14.6. Brazil: Long-Term Equilibrium Real Interest Rate, 200517
(Contributions to the equilibrium real interest rate, percentage points)

14- Inflation gap Credit, debt, and sovereign risk
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Sources: Central Bank of Brazil; Haver Analytics; and authors’ calculations.
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Estimativas baseadas em modelos econométricos
Modelo de equilibrio de curto prazo

Table 14.2. Brazil: Determinants of the Short-Term Equilibrium Real Interest
Rate, 2004-17

Lagged World BNDES Government
Dep. variable:  output output Interest Exchange lending consumption
Output gap gap gap rate gap  rate gap gap gap
Adj. B2= 0.83 &« B ¥ & P 0
Point estimate ~ 0.660 0.023 —0.441 —3.472 0.058 0.063
Std. error 0.100**  (0.11) 0.11)* 0.92)**  (0.03)* 0.04,
Sources: Central Bank of Brazil; Haver Analytics; Thomson Reuters Datastream; and
authors’ calculations.
Note: Standard errors are in parentheses. HAC standard errors and covariance estimates
use prewhitening with up to four lags from the Akaike information criterion, Bartlett kernel,
and Newey-West automatic bandwidth selection with up to four lags. BNDES = Brazil's
national development bank.
*p< 10; *p< 05 *™p< 01.
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Estimativas baseadas em modelos econométricos
Taxa neutra: encontro entre equilibrios de curto e longo prazos

Figure 14.7. Brazil: Short- and Long-Term Equilibrium Real Interest Rates,
2005-17
(Percent)
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Sources: Central Bank of Brazil, Haver Analytics; Thomson Reuters Datastream; and authors’ calculations.
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Declinio da taxa neutra de juros reais no Brasil:

ciclico ou estrutural?

e \etores ciclicos

- Taxas de juros internacionais
Hiato do produto
Hiato inflacionario

- Crédito ao setor privado/PIB
e Vetores fiscais

- Empréstimos do BNDES
- Consumo do governo
- Divida publica/PIB
- Risco soberano
e \etores estruturais

- Demografia (e.g. Carvalho, Ferrero, e Nechio (2016))
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