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This publication is based on the analysis and personal perspectives of a

team of economists from Banco do Brasil, and does not necessarly reflect

the point of view of the Institution on the subjects dealt with here. Data

presented here is for information purposes only and strongly dependent on

the assumptions adopted and should not be taken as baseline, guideline or
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the assumptions adopted and should not be taken as baseline, guideline or

rule for any documents, analysis, judgements or decision taking, either

formal or informal. Any consequences or responsibilities of using this data

or analysis will be at the sole risk of the user, excluding responsibility of

Banco do Brasil for all actions resulting from the use of this material.

Moreover, Banco do Brasil is not responsible for updating any forecast

contained in this publication.
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World World economyeconomy: : 
growth, uncertainties and vulnerabilities

EUROPE:

•Recession/Sluggish
economic growth

•The European crisis will 
drag on for some years
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USA:

•The US economic 
growth has 
become stronger

•Main drivers:  
agribusiness, 
energy sector, 
industrial revival.

•But there are 
uncertanties
about fiscal policy

BRICS:

• Better fundamentals

• Higher economic growth

• Investment opportunities

Middle East and North Africa:
• Geopolitical risks
• High dependence on oil prices

Japan:

•Strengthening 
the home 
market by 
taking 
consumer 
incentive 
measures
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AdvancedAdvanced EconomiesEconomies::
GDP growth forecast (in % per year )
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EmergingEmerging EconomiesEconomies (BRICS): (BRICS): 
GDP growth forecast (in % per year )
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Latin America
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LatinLatin AmericaAmerica eeconomyconomy: : 
GDP growth forecast (in % per year )

Venezuela
Mexico

Colombia
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Source: IMF - WEO apr/13

Brazil

Argentina

Colombia

Peru

Chile
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Ranking Ranking ofof countries per countries per GDPGDP
Brazil: the world's sixth largest economy
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BrazilianBrazilian EconomyEconomy
A major structural shift

The resilience of the
Brazilian economy
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Brazilian economy
to adverse shocks
has increased

substantially in the
last years
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MACROECONOMIC STABILITY:

. Floating exchange rate/External equillibrium

. Fiscal equilibrium

. Inflation Targeting Regime

PRIVATIZATION:

. Telephone companies

. Mining and siderurgy

. Roads, Ports, Airports
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CREDIT MARKET:

. Stability of the financial system

. Reduction of the interest rates and 
banking spreads

. Improvements in the financial legislation

DOMESTIC CONSUMPTION:

. Better income distribution

. Social mobility with vertical improvements

. Solid labor market
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Gross and Net External Gross and Net External DebtDebt
(in percentage of GDP)

Reduction of the external

vulnerability
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International International ReservesReserves
(US$ billion)

Reduction of the external

vulnerability
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Gross and net Gross and net publicpublic debtdebt
(in percentage of GDP)

Reduction of the fiscal 

vulnerability
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InflationInflation
Consumer price index – IPCA (% p.y) 

The end of hyperinflation
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EUA

China

India

Russia Mexico

ConditionsConditions for for sustainedsustained growthgrowth
There are only few countries with the potential Brazil has

Mexico

Urban population 
above 80 million
people (2011)

IndonesiaEUA

China

India

Russia

Argentina

Kazakhstan

Agricultural area 
above 140 million
hectares (2011)

EUA

China

India

Russia
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GermanyFrance UK

Spain

Italy

Russia

Brazil

GDP over US$ 
1 trillion (2011)CanadaKorea

Australia
Japan

Mexico

Source: World Bank and FAO

Japan

MexicoRussia

Brazil

Australia

Russia

Brazil
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Conditions for sustained growth Conditions for sustained growth 
are establishedare established

1) Investment grade: lower 

sovereign risk
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sovereign risk
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Investment grade ratingInvestment grade rating

Net external debt and sovereign credit risk 
(foreign currency)
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Foreign direct investment Foreign direct investment 
(in US$ billions) 
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Source: United Nations Conference on Trade and Development (UNCTAD) 
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Conditions for sustained growth Conditions for sustained growth 
are establishedare established

2) Trade flow and exports 

diversification
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diversification
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Trade Balance and Trade Trade Balance and Trade FlowFlow
(in US$ billions) 
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What does Brazil exportWhat does Brazil export??
As a % of total exports
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Which are the main destinations for Which are the main destinations for 
Brazilian exports?Brazilian exports?

10.6%

USA Europe

18.8%

Middle East

4.8%

31.4%

Asia
17.2%

1,9%

UK
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USA Europe

5.0%

Africa

Middle East

China

Latin America

20.5%

Mercosur

9.4%
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Conditions for sustained growth Conditions for sustained growth 
are establishedare established

3) Sound fiscal policy
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Net Net PublicPublic DebtDebt and Fiscal and Fiscal ResultsResults
(in percentage of GDP)
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Conditions for sustained growth Conditions for sustained growth 
are establishedare established

4) Expansion of employment 

and income
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Labor market Labor market 
Unemployment rate (% of labor force)
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Labor marketLabor market
Real wage income (% yoy)
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Conditions for sustained growth Conditions for sustained growth 
are establishedare established

5) Income distribution and 

reduction of poverty
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reduction of poverty
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Poverty ratePoverty rate

As a % share of population
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Source: Ministry of Finance
* Estimates based on IBGE data (PNAD, PME and Census)
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Evolution of social economic classesEvolution of social economic classes
In % of population 
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Per capita income (BRL)
Class E               0 1.085
Class D 1.086 1.734
Class C 1.735 7.475
Class B 7.476 9.745
Class A 9.74635



Conditions for sustained growth Conditions for sustained growth 
are establishedare established

6) Stable inflation rate and 

reduction in benchmark 
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reduction in benchmark 

interest rate (Selic rate)
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Inflation Inflation Targeting in Brazil Targeting in Brazil 
Consumer price index – IPCA (% p.y) 
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Upper limit

Source: IBGE and BCB – Banco Central do Brasil

Forecast: Banco do Brasil37



Monetary policy Monetary policy 
Interest Rate at historical low
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Source: BCB – Banco Central do Brasil

Forecast: Banco do Brasil38



Conditions for sustained growth Conditions for sustained growth 
are establishedare established

7) Credit expansion and solid 

financial system
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financial system
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CreditCredit ExpansionExpansion: Total : Total LoansLoans
(% of GDP)
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Total Loans Total Loans –– % of GDP
selected countries  
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Conditions for sustained growth Conditions for sustained growth 
are establishedare established

8) Increase in household 

consumption
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consumption
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Broad Broad Retail Sales Retail Sales 
Annual sales growth (in %)
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Source: IBGE
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Private consumption perspectivesPrivate consumption perspectives
Largest consumer markets in 2012 and 2020
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Global consumer market Global consumer market 
Brazilian consumer market will be the fifth largest in the 

world in 2020 

In US$ trillion
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Source: Exame Magazine and McKinsey
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Conditions for sustained growth Conditions for sustained growth 
are establishedare established

9) Natural advantages for food 

production 
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production 
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Brazilian Grain HarvestBrazilian Grain Harvest
Crops harvest estimates (million tons)
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Coffee, Sugar Cane, Orange and Grains

Production Area

Brazilian Cultivated Area and Brazilian Cultivated Area and 
Agricultural ProductionAgricultural Production
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Source: CONAB, IBGE - Prepared by: MB Agro
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PotentialPotential ArableArable Land*Land*
(1000 ha)
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Source: FAO Elaboration MBAgro

*Arable Land – brief definition: Arable and permanent crop land is the total of “arable land” and “land under permanent crops”. Arable land is the land under temporary

crops, temporary meadows for mowing or pasture, land under market and kitchen gardens and land temporarily fallow (for less than five years); and land under permanent

crops is the land cultivated with crops that occupy the land for long periods and need not be replanted after each harvest.

(http://faostat.fao.org/site/375/default.aspx) 49
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Brazilian Economy: Brazilian Economy: 
Challenges Challenges aheadahead

Investments in 
infrastructure 

Level of domestic saving

Addressing 
these 

challenges 
is important 
to expand 
long-term 
investments
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Education and public 
health system

Review and simplification 
of the tax system

Legal environment more 
favorable to business

investments
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InvestmentInvestment Rate Rate 
Gross Fixed Capital Formation (% of GDP)

PAC 1 PAC 2

CrisisCrisis

Infrastructure 
Program
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•4-Quarter accumulated up to 3rd quarter of 2012

Source: Brazilian Institute of Geography  and Statistics (IBGE) 

Produced by: Banco do Brasil52



GDP GDP growthgrowth forecastforecast
(in % per year )
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IN THE SHORT RUN:

. World Cup

. Olimpic Games

. Consumers Market

. Agribusiness

. Service sector
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IN THE LONG RUN:

. Infrastructure

. Logistic

. Energy Sector

. Oil and Gas (subsalt layer)In
v
e
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e
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t
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Brazilian oil reservesBrazilian oil reserves
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Source: Petrobras in: Banco Central do Brasil, Brazil: Economic and Financial Sector Overview, August 2011.
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Major Investment Programs over Major Investment Programs over 
the coming years* the coming years* 
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Source: Ministry of Finance, feb/13. 

*The major urban infrastructure works required for the 2014 World Cup and the 2016 Olympics are not included. 57



GrowingGrowing DemandDemand for for InfrastructureInfrastructure
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Source: Source:National Agency for Civil Aviation (ANAC), National Agency for Aquatic Transportation (ANTAQ), Brazilian Association of

Highway Concessionaires (ABCR) and Brazilian Association of Automotive Vehicle Manufactures (ANFAVEA)58



Measures to stimulate investment: Measures to stimulate investment: 
costcost reductionreduction
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Thank You

Banco do Brasil S.A.
Economic Advisory Unit
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Economic Advisory Unit

Élcio Gomes Rocha
Chief Economist

SBS – Qd 04 – Bloco G – Ed. Sede I – 9th floor
70073-901 – Brasília (DF) - BRAZIL

Phone: 55 61 3102-6730 
direo.gease@bb.com.br60
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Useful Links
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3 Banco Central do Brasil

http://www.bcb.gov.br/?ENGLISH
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Decrease in Brazilian electricity Decrease in Brazilian electricity 
prices prices 

INDUSTRIAL electricity prices in 

selected countries, in R$*/MWh

HOUSEHOLD electricity prices in 

selected countries, in R$*/MWh
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Source: Source: National Electricity Agency and International Energy Agency

* Average exchange rate in 2011  equal to R$ 1.67 per US$ 64



Share Brazil 2011

Production Ranking Exports Ranking Main market

Sugar 24% 1 46% 1 Russia

Ethanol 31% 2 61% 1 USA

Soybean 29% 2 41% 1 China

Soybean meal 15% 4 24% 2 Europe

Corn 7% 3 9% 3 Japan

Brazilian share in world Brazilian share in world 
production production and export (2011)and export (2011)
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Rice 2% 9 2% 9 Niger

Orange Juice 57% 1 81% 1 Europe

Coffee 40% 1 32% 1 USA

Cotton 7% 5 10% 4 China
0 0 0 0

Suine 3% 4 9% 4 Ucraine
Poultry 16% 3 36% 1 Saudi Arabia

Beef 16% 2 17% 2 Russia

Source: USDA
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Brazil:Brazil:
Oil and gas production (million barrels per day)
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Source: Petrobras in: Banco Central do Brasil, Brazil’s Economic Chart Pack, October  2012.
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Growth Acceleration Plan (PAC)Growth Acceleration Plan (PAC)
New Logistic Investment Program

HighwaysHighways
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Source: Brazilian Ministry of Transportation67



Growth Acceleration Plan (PAC)Growth Acceleration Plan (PAC)
New Logistic Investment Program

RailwaysRailways
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68 Source: Brazilian Ministry of Transportation



Growth Acceleration Plan (PAC)Growth Acceleration Plan (PAC)
New Logistic Investment Program

AirportsAirports
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69 Source Planning & Logistics Company - EPL



Growth Acceleration Plan (PAC)Growth Acceleration Plan (PAC)
New Logistic Investment Program
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70 Source Planning & Logistics Company - EPL


