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Departamento de Operaciones Monetarias

• March 1° - assumption of new Government

• March 13 - start of the pandemic with 4 cases

• March 20 - assumption of the new Board with 3 main
ideas:

– Go back to interest rate (money aggregates from July 2013)

– Inflation targeting of 3,5%-4% with an average track record of 
8% over the last 15 years

– De-dollarization policy



BCU response
1. April: reduction of reserve requirements due to credit increases in Uruguayan 

pesos, until end June Results: effective reduction of 14%

2. Regulatory changes to modify credits 

3. Monetary Policy Committee (April 16): commitment to ensure liquidity in the 
financial system. Inflation: 9,16%. Objective: 3% - 7%.

4. Forward looking commitment to maintain expansionary monetary policy at 
least during 2020.

5. MPC every 6 weeks instead of every 3 month (first step to IR). Minutes 
publication in order to improve transparency

6. UYU sharp depreciation: from $39,15  in February to $ 43,00 in March

7. September 2020: BCU changes into interest rate as MP instrument. Fixing: 
4,5%.



Money Market until mid 2021

• January 1° , new reduction of reserve requirements in three steps to reach a 
final level objective by 2022, in order to establish clear differences in 
treatment of domestic and foreign currencies.

• Market in excess liquidity forces BCU to increase OMO to reach interest rate
target.



Money Market from mid 2021

• Commodities prices increasing since second half of 2021 from global economic recovery. 
Increasing costs of freights

• Since the end of february 2022 commodities prices surged are exacerbated after Russian invasion
to Ukraine.

• Inflation expectations soared above the target range in 24 month (MP horizon)



Rates hikes in line with economic recovery

• Growth: 8.3% interanual rate in 
1Q 2022. Unemployment rate
below pre covid levels. 

• Exports increase 5% 2022 Q1 vs 
2021 Q1 in terms of volume. 23% 
interanual in USD.



Rates hikes also in line with inflation

• Inflation above the ceiling of target range but stable in the last 2 months

• Tradable goods slow pace in margin but non tradable goods accelerate, 
increasing the risks of inflationary indexation



Foreign Exchange Market

• No fear of floating. Only 1 intervention the last year and a half

• Despite the tightening of the index of international financial conditions, 
the dollar continues to lose value in the domestic financial market



Foreign Exchange Market

• The exchange rate in Uruguay follows the 
the region trend.

• EMBI also evolves according to peers in the 
region (investment grade), without 
significant impact by the neighbors (Brazil 
and Argentina)



No news from Non-Residents

• No capital inflows from non-residents 
to securities issued in the local market 
are recorded.

• non-resident holdings in global bonds 
remain stable



Monetary Policy: some inputs

• Primary dealers expected MPR. 

• BCU surprised with a more hawkish approach than expected
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Monetary Policy: some inputs

• Roll over of expected MPR. A baseline exercise for defining tender cut-off rates

• Table with liquidity premiums paid in each security issued by the BCU (zero 
coupon)
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30 9,63% 9,51% 0,12%
90 10,19% 9,75% 0,44%
180 10,50% 10,04% 0,46%
360 10,65% 10,21% 0,44%
720 10,69% 10,22% 0,47%



Monetary Policy: main challenge

• Despite the general agreement that the price shock is temporary, inflation
expectations are never within the target range. Clearly there is a reputation
problem, most likely linked to the fact that the average inflation rate of the last 10-
15 years is around 8%. However, fiscal policy is expected to contribute to this
objective. By implementing a fiscal rule, a neutral effect is expected from the
Central Government, which would help the BCU in fulfilling its main objective.
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