
 

Global economic growth projections have revised downward due to the spread of the omicron 
variant and tighter restrictions on mobility in some countries. 

The sharp deterioration in global financial conditions, due to geopolitical tensions and a possible 
early withdrawal of the ultra-expansive monetary policy of the US Federal Reserve, had an impact 
on the observed slowdown in business dynamism in the last quarter of the year. It is worth pointing 
out also that the Fed is expected to raise the interest rate five times in 2022, which would lead to 
higher borrowing costs for emerging economies. 
 
There are global inflationary pressures due to supply chain shortages, the increase in 
transportation and freight costs, and the negative commodity supply shocks. In the region, 
persistently high inflation and lower-than-expected economic growth is expected.  For its part, 
Brazil also faces political challenges amid presidential election uncertainty, while Argentina's 
financial markets came under increasing pressure due to the negotiation process with the 
International Monetary Fund that has not yet been completed. 
 
In this context, where global inflation has climbed as high as it has been in decades, central banks 
worldwide are responding with more contractionary monetary policies.  

In Uruguay, although the Covid-19 sanitary crisis still affects some sectors such as Tourism,  the 
economy continues on the path of recovery, with a sharp drop in unemployment. There is also 
positive growth but at a slower pace in consumption, investment and exports, due to favorable 
international prices.  
 
According to data from the National Institute of Statistics (INE, for its Spanish acronym), positive 
signs were observed in the labor market in the last quarter of the year. A decrease in 
unemployment was observed for the country as a whole in 7.5% of the Economically Active 
Population (EAP) in December, and the employment rate was 57.2%, having recovered to 2019 
levels. 

 

The following aspects of the monetary policy were assessed: 

Both inflation and its expectations remain outside the target range.  
 



Inflation rose slightly in January to stand at 8.15% year-on-year. This behavior was due to the 
increase in the prices of tradable goods sold abroad, which was partially offset by the reduction in 
the prices of fruits and vegetables. 
 
The 24-month inflation expectations indicators continue to show differences at the end of January. 
Analysts expect 6.6%; financial markets 7.6% and corporate 8%; On average, the expectations 
indicator stands at 7.4%.  
 
The Central Bank of Uruguay reached its operating objective established in the Monetary Policy 
Rate, recording an overnight loan rate standing at around 6.5% of the Monetary Policy Rate. 
 
In January, the reduction of the domestic currency reserve requirement was completed, estimating 
a release of funds for an amount of around $8,000 million when compared to the scheme in force 
as of the fourth quarter of 2021.  
 
The release of funds was mainly reflected in the stock of fine tuning instruments, which went from 
being balanced at the end of December to averaging $8.6 billion in January. In turn, the Central 
Bank increased its operations in the overnight market, representing 81% of the amounts operated 
in January, which was later reduced.  
 
Placement of Monetary Regulation Bills reduced the bid to cover ratio prior to the swap, with a 
significant increase since placements resumed. By doing this,  the availability of Monetary 
Regulation Bills was reduced by $38,485 million and came to stand at around $240,000 million. 
 
The Monetary Regulation Bills’ yield curve was steeper in January, with an increase of 50 basis 
points on average, and stood at 7.6% as a result of a greater increase in rates for longer terms, 
with an average of 7.0% for a 30-day term and 8.6% for a 2-year term. So far in February, rates 
have remained similar to the end of January. 
 
The average lending rate for companies adjusted upwards in December to 10.1%. This increase 
was observed mainly in the rates agreed with large companies. The lending rate for companies in 
foreign currency remained close to 3%. 
 
According to data from December, bank loans to the non-financial sector in national currency 
continued with the expanding trend both in the Banco de la Republica Oriental del Uruguay 
(BROU) and in private banking. For its part, loans extended in foreign currency also expanded and 
the pesification ratio remained at 51%.  
 
The peso depreciated 0.4% on average in January, despite the fact that a slight appreciation was 
expected. However, it appreciated on the margin, following the trend of emerging markets and 
especially that of the region, in a context of increases in policy rates and higher commodity prices. 
 
The M1' had a year-on-year increase of 16.4% in January, somewhat above projections. The 
highest dynamism was observed in liquid deposits, with a higher money multiplier, which reached a 
new all-time high of 2.8 in January.  
 
According to the latest available indicators, the Uruguayan economy grew in 2021, exceeding the 
initial projections. Likewise, similar growth is expected for the first quarter of 2022 together with 
improvements in the labor market.  
 



As for inflation, short-term projections indicate that it will remain similar to January, although 
according to the risk map it could increase due to rising commodity prices and wage agreements. 

The Monetary Policy Committee believes that the macroeconomic scenario is positive, that the 
monetary policy transmission mechanisms have been in line with expectations, and that this will be 
reflected on the following occasions when measuring expectations. Therefore, it considers that the 
authority of monetary policy should endeavour to achieve inflationary objectives, and for this it 
recommends increasing the monetary policy rate by 75 basis points to 7.25% in line with the 
announcement made in January. 
 
The Board of Directors of the Central Bank of Uruguay validated this suggestion, and in order to 
achieve convergence of inflation expectations toward the inflation target, as mentioned in the 
previous meeting, it anticipates a similar increase in the next meeting of the Committee, which will 
imply reaching a neutral interest rate at the beginning of the second quarter of 2022. 

On February 16th, 2022, the Bank's Board of Directors and representatives of the different services 
of the Bank participated in a preparatory meeting of the Monetary Policy Committee (COPOM in 
Spanish), where they addressed, among other topics: the international situation; the recent 
evolution and perspectives of the Uruguayan economy; and 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; Gerardo Licandro, Manager 
of Economic Advisory; Leonardo Vicente, Manager of Monetary Policy; Juan Pedro Cantera, 
Superintendent of Financial Services; and Jorge Christy, General Secretary.  
 
The Manager of Economic Policy and Markets presented technical reports and recommended an 
increase in the Monetary Policy Rate of 75 basis points. 

The decision of the Monetary Policy Committee was ratified by the majority of the members of the 
Board of the Central Bank of Uruguay. The President, Diego Labat, and the Vice President, 
Washington Ribeiro, voted to increase the Monetary Policy Rate by 75 basis points. Ignacio Berti, 
Director, voted against the proposal to increase the rate for the reasons already expressed in the 
previous COPOM. 


