
Minutes of the Monetary Policy Committee of the Central 

Bank of Uruguay (COPOM) Meeting. June 25, 2020 
 

1. Analysis of the Economic Context 

At their meeting on June 25, 2020, the Monetary Policy Committee of the Central Bank 
of Uruguay (abbreviated COPOM in Spanish) analyzed the following macroeconomic 
environment. 

Globally, the world is experiencing a profound crisis due to the spread of COVID-19 

that continues to affect growth projections for this year. The pandemic´s effects are 

lasting longer than previous forecasts at the beginning of the outbreak. Likewise, the 

speed of spread of the virus increased in recent weeks, especially in emerging 

countries, almost all of Latin America, and particularly in our region. 

 

In response to the effects of the COVID-19 pandemic, the world´s major central banks 

increased their expansionary monetary policy and the size of their balance sheets. 

Likewise, policymakers implemented fiscal stimulus packages for amounts never seen 

before. These fiscal measures, along with expectations of a rapid recovery, have led to 

improved global financial conditions following the initial shocks. The perspective that 

the fall of global activity is greater than expected and that recovery is now uncertain, 

has held back gains in the global stock markets. However, the enormous liquidity 

injected by central banks has prevented a further decline in assets and has maintained 

favorable financial conditions. 

 

In  this region,  Argentina is in the process of negotiating with its creditors and there is 

uncertainty as to the terms that will be reached to close the agreement, and Brazil is 

suffering widespread COVID-19.    

 

Domestic economy 

 

As expected, economic activity contracted 1.4% in relation to the same quarter of 2019 

largely as a result of COVID-19 containment restrictions. It is a 1.6% retraction as 

compared to the previous quarter in seasonally adjusted terms. Unemployment in the 

country as a whole as of March was 10.1% of the Economically Active Population 

(EAP), slightly below the record amount for February. 

 

The pandemic´s most severe impact is expected to be concentrated in the second 

quarter, with a recovery expected in the rest of the year. This expectation is based on 

the gradual recovery of economic activity, as well as the effect of the construction work 

being done in the new pulp mill and the central railway. 

 

2. Monetary policy analysis 

 

In view of the above, the following aspects of monetary policy were assessed: 

 



During this second quarter of the year, the demand for money grew steadily above the 

expected levels, mainly due to caution in the wake of the health emergency.  

Policymakers observed an inter-annual variation of the monetary aggregate M1 of 

11%.  

 

This variation exceeded the forecasts made at the beginning of the second 

quarter, when the indicative range was at expansion levels between 3% 

and 5%, showing the economic agents preference for liquidity due to the 

uncertainty caused by the pandemic.  

 

In the May COPOM meeting, the indicative range was revised upwards to expected 

levels of the monetary aggregate's expansion of 7.5% interannual for the quarter, 

but the monetary policy decision was to accompany this expansion until it reached 

its upper levels in order to establish monetary conditions that were not restrictive of 

economic activity. 

 

In this period, the banks increased their liquid reserves, while the non-financial sector, 

including families and businesses, were “forced” to save due to the contraction of the 

supply of goods and services, and the cautious handling of money due to the possible 

impact on income during the health crisis and the uncertainty as to when and how it will 

be over. 

 

The Government made efforts to mitigate personal income loss by making access to  

unemployment benefits more flexible, making available subsidies for agents in 

difficulties, and extending tax deadlines. The BCU established a more flexible national 

system of guarantees for obtaining business loans (SIGA), promoted the postponement 

of repayments of loans contracted with the financial sector, and reduced the amount of 

reserves banks were required to have on hold in view of expansion of credit in local 

currency. 

 

Monetary policy added the necessary liquidity to the economy in order to supply the 

greater demand for liquid balances, not obstructing the granting of loans, and 

facilitating the normal operation of the payment system. As a consequence, growth in 

the monetary base above the forecast for the quarter was enabled, making this 

instrument more flexible with the purpose of mitigating the effects of the health 

emergency. 

 

In this sense, the interbank call rate continued at levels historically low, averaging 5.7% 

in the quarter. The behavior of the call rate would indicate that the monetary policy 

response would have allowed maintaining liquidity in the interbank market, without 

generating restrictions on overnight liquidity. 

 

The rates of Monetary Regulation Bills (yield curve average) are slightly above 10%, 

marking an upward adjustment of 100 basis points compared to the previous quarter. 

 



In the average of the quarter, the peso depreciated 9%, following the general behavior 

of its commercial competitors, and still distant from the region's economies, where 

Brazil was above 19% and Argentina above 10%. 

 

In the year ending in May 2020, inflation reached 11.05%. Although this can be partly 

the result of certain factors and the evolution of the exchange rate on the dynamics of 

tradable goods, it is still well above the target range.  Sustaining the downward path of 

non-tradable goods, almost 200 basis points below the amount for the last 3 years, is 

an aspect that this Committee has considered positive in the path towards the goal. 

 

Agent expectations, which are a central element in inflation targeting, show a figure of 

8% in the 24-month horizon, also above the target range. Although the low dynamism 

of the activity would mitigate inflationary pressures, COPOM believes that monetary 

policy should maintain a position that can affect positively the expectation process. 

 

3. Policy decision 

 

Depending on the evolution of economic activity, inflation and inflation expectations, 

and in view of the macroeconomic situation and perspectives, COPOM believes that it 

is important  to continue implementing a monetary policy that accompanies the current 

situation driven by the health emergency, committed to ensuring liquidity and an 

unrestricted money market. 

 

As the pace of activity picks up faster than expected, the evolution of the aggregate will 

begin to adjust in line with an inflation that will allow convergence within the current 

target range in the monetary policy horizon. 

 

Taking into consideration these factors and the expected evolution of the demand for 

money, the Central Bank of Uruguay decided to set as an indicative reference of inter-

annual growth of M1 'for the third quarter of 2020  between 7% and 10%. This pattern 

is consistent with the convergence of the inflation to the target range of 3% -7% for the 

next 24 months and the evolution of activity in line with the potential output on the 

monetary policy horizon. 

. 

4. Meeting of the Monetary Policy Committee (COPOM) and decision-making 

process 

 

On June 24, 2020, the Bank's Board of Directors and representatives of 

the different services of the Bank participated in a preparatory meeting of the 

COPOM, where they addressed, among other topics: the international situation 

emphasizing the eventual impacts that COVID-19 is having; the recent evolution 

and perspectives of the Uruguayan economy in light of the above, especially with 

regard to the evolution of the level of activity; finally, aspects related to the 

evolution of the main nominal variables and their perspectives. 

 

Participants at the COPOM meeting were three members of the Board of Directors 

of the Central Bank of Uruguay, Diego Labat, President; Washington Ribeiro, Vice 



President; Ignacio Berti, Director; Adolfo Sarmiento, Manager of Economic 

Policy and Markets; Juan Pedro Cantera, Superintendent of Financial Services; 

Gerardo Licandro, Head of the Economic Research Area; Leonardo Vicente, 

Manager of Monetary Policy; and Alfredo Allo, General Secretary. The Manager of 

Economic Policy and Markets presented reports and recommendations. 

 

The decision of the Monetary Policy Committee was approved by unanimous vote 

by the members of the Board of the Central Bank of Uruguay. 
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