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Global outlook



Global economy headed to a soft landing

World: GDP growth forecasts today vs. in January 2024
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Key highlights

Global economic growth surprised
to the upside so far this year.

Resilient US consumer

Early signs of recovery in
Europe.

Going forward we expect the US
market to slow down but less so
than we expected.

We're less convinced about the
recovery in Europe, where the
recovery in consumers’ purchasing
power has not been fully restored.




Growth will accelerate in most markets Key highlights
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On target inflation opens the door for rate cuts in DMs

Inflation is back to target, opening the door for rate cuts Fed, ECB, BoE expected to cut throughout 2025, but we
in advanced economies and in China. don't expect rates to return to zero unless there's a recession
World: Consumer prices Advanced Economy: Policy rate forecasts
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Brazil: growth outlook




Brazil has outperformed global economy since the pandemic

Brazil's recovery since the pandemic was faster than in Growth was driven by domestic demand, supported by
most countries and nearly matches that of the US. lax fiscal policy and a buoyant labour market.
Brazil: Post-pandemic GDP recovery Brazil: Expenditure-side GDP growth decomposition
Index (2019 Q4 = 100) ppt contributions to y/y growth
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Supported by a buoyant labour market

The “secret sauce” of Brazil's growth outperformance is
the labour market, with strong jobs and wage growth.

Brazil added 8mn jobs since 2019, matching buoyant

labour market in 2010-2014.

Changes in inflation-adjusted labour income since pandemic Brazil: Cumulative change in employment since pandemic
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Brazilians are compromising future consumption by spending today

Households have taken on more debt to fund higher

Sharp decline in household savings suggest limited room
for continued consumer-based growth model.

consumption, but service costs are at all-time high.

Brazil: Household debt Brazil: Stock of money parked in savings accounts
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Strong profitability opens opportunities across a variety of sectors

Operating margins have improved alongside terms of Mining, agro and construction to be the best performing
trade, boding well for corporate investment. sectors; services to struggle with consumption slowdown
Brazil: Corporate profitability and terms of trade Brazil: Growth map for 2025-2027
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Stubborn inflation & fiscal risks led to another rate hike cycle

Recent rise in inflation coupled with de-anchoring of
expectations amid fiscal risk led the BCB hike rates again.

Brazil: Consumer price inflation breakdown
ppt contributions to y/y changes
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We forecast the BCB to stop the hiking cycle soon, with

the Selic rate set to end next year at 11%.

Brazil: Interest rates
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BRL already close to fair value, so not much downside risk from here

We forecast the BRL to remain stable versus the USD and
to gain modestly versus the GBP in 2025.

BRL lost more value than any other LatAm currency since

2019 (-30%), limiting the downside potential from here.

Brazil: Exchange rate EM: FX depreciation in 2020 and 2021
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Brazil: opportunities &
risks
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Risk: without consolidation, Brazil will face another debt crisis

Even with looser fiscal targets, Brazil still needs to do
more austerity, but investors are running out of patience.

Brazil: Primary fiscal balance targets & expectations
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Our baseline is for debt/GDP to reach 90% by 2030. Without

consolidation, debt could approach 100% of GDP.

LatAm5: Debt/GDP forecasts vs. ratings
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Opportunity: Brazil's middle class is the 3" biggest in EM

Brazil is a major consumer market; its middle class is the Despite the modest growth outlook, Brazil will add over
3rd largest in EM, only behind China and India. 6 million new households to its middle class by 2029.
EM middle class today and in the next five years EM middle-class growth map for the next five years
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Questions?

Table 1: Brazil forecast overview
(Annual percentage changes unless specified)

2022 2023 2024 2025 2026

GDP 3.1 2.9 3.2 1.9 1.4 1.9
Domestic demand 2.4 1.3 5.0 2.3 1.5 1.9
Private consumption 4.1 3.1 46 1.1 0.9 14
Fixed investment 1.0 -2.9 6.0 4.4 3.8 2.8
Government consumption 2.1 1.7 2.5 1.5 1.7 1.8
Exports of goods and services 6.2 9.1 34 -1.5 1.4 2.3
Imports of goods and services 1.5 -1.1 14.0 1.1 1.9 2.2

Industrial production -0.7 0.3 24 2.2 2.0 2.0

Unemployment rate (%) 9.2 8.0 7.1 713 7.6 7.9

Gov't primary balance (% of GDP) 1.2 -2.2 -0.6 -0.5 -0.1 0.3

Gross gov't debt (% of GDP) 4.5 729 E: 79.4 82.0 83.8

Current a/c balance (% of GDP) -2.1 -1.0 -1.8 -2.4 -2.3 -2.6

Consumer prices EOP 5.8 4.6 46 3.7 3.0 2.5

Central bank policy rate (%, EOP) 13.75 11.75 11.00 11.00 10.00 9.50

Exchange rate (Real per US$, EOP) 5.22 4.84 5.28 5.26 5.30 533

Source: Oxford Economics
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Contacts

EUROPE

Oxford (Headquarters)
Tel: +44 (0)1865 268 900

London
Tel: +44 (0)20 3910 8000

Belfast
Tel: + 44 2892 635400

W HET
Tel: +39 02 8295 2521

Frankfurt
Tel: +49 69 96 758 658

Paris
Tel: +33 (0)1 78 91 50 52

Stockholm
Tel: +46 (0) 8 446 887 65

AFRICA AND MIDDLE EAST

Cape Town
Tel: +27(0)21 863-6200

Dubai
Tel: +971 56 396 7998

AMERICAS

New York
Tel: +1 (646) 786 1879

Philadelphia
Tel: +1 (646) 786 1879

Mexico City
Tel: +52 55 8526-7436

Boston
Tel: +1 (617) 780 2265

Chicago
Tel: +1 (847) 993-3140

Los Angeles
Tel: +1 (424) 303 3449

Toronto
Tel: +1 (905) 361 6573

ASIA PACIFIC

Singapore
Tel: +65 6850 0110

Sydney
Tel: +61 (0)2 8458 4200

Hong Kong
Tel: +852 3974 8842

Tokyo
Tel: +81-(0)3-4588-2798
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