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Brazil in 2003

60% of total sovereign debt denominated in dollars

IMF debtor country

High public debt to GDP ratio: 60.6%

Policy rate at 25% 

Rising inflation  

High country risk premiums and sovereign debt rated as 

speculative grade

Unemployment rate at 13%

Minimum wage at US$ 60
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Quick disinflation 

Jan 03: 30% (annual rate)

Jul  03:   0%

Decrease in the public debt

Decrease in sovereign debt exposure on FX

As a result: decrease in country risk premiums

Changes in Economic Policy

2003: Monetary and fiscal policy stance

Austere monetary policy             Strong fiscal adjustment
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Costs

6% drop in domestic demand in the first semester

15% of industrial production was redirected to exports

Trade surplus

Current account reversal:    from -4% to +2% of GDP

Changes in Economic Policy

2003:
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Floating Exchange Rate Regime and 

Build Up of International Reserves

Source: Central Bank of Brazil

International reserves allow for the 

safe fluctuation of the exchange rate
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Public Sector Net Debt

Aug

08

60.6

54.9

50.6

48.2
47.0

45.1

42.7

38.4

42.8

40.9
39.6

38.0
37.0

35.2

30

35

40

45

50

55

60

02 03 04 05 06 07 08 09 10 11 12 13 14

%
 o

f 
G

D
P

market

consensus

Source: Central Bank of Brazil



8

- 75

- 50

- 25

0

25

50

75

100

125

150

175

1T 

02

3T 

02

1T 

03

3T 

03

1T 

04

3T 

04

1T 

05

3T 

05

1T 

06

3T 

06

1T 

07

3T 

07

1T 

08

3T 

08

1T 

09

3T 

09

1T 

10

3T 

10

Net External Debt and Risk
U

S
D

 b
n

1Q03

165.2

4Q04

135.7

BBB-

BB+

BB

BB-

B+

BB-

-48.4

S&P: BBB-

Fitch: BBB- (↑) 

Moody’s: Baa3 (↑)

Sources: Central Bank of Brazil and S&P



9

reduction of 

interest rate 

with more 

credibility

amplified 

effect

lower risk 

premiums

Macroeconomic Responsability

Virtuous Circle:

macroeconomic 

stability

inflation 

targeting
lower inflationary 

risks

declining net 

foreign debt

floating 

exchange and 

intl reserves 

reduced external 

risk

decline in 

public  debt

primary 

surpluses
lower fiscal risk



10

Macroeconomic Policy Framework

 Macroeconomic fundamentals of inflation targeting,

fiscal responsibility, exchange rate flexibility,

combined with 

 Adequate prudential policy and tight bank supervision,

international reserves

resulted in:

 capacity to absorb internal and external shocks

 macroeconomic and financial stability

 sustainable growth

 credit and capital market development

 investment growth
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Brazilian External Liabilities
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Source: Central Bank of Brazil   * Sept/10
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Exports’ Diversification

Source: Central Bank of Brazil * 12 month to Sept
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Price Stability and Real Payroll Growth

Source: Central Bank of Brazil
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Formal Job Creation
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relatively dynamic 

labor market

Source: Bloomberg 
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GDP Growth

Sources: IBGE and Central Bank of Brazil

annual real growth rate

-0.2%

7.3%

-1

0

1

2

3

4

5

6

7

99 00 01 02 03 04 05 06 07 08 09 10

2.1%
(1999-2002)

3.3%
(2003-2005)

5.1%
(2006-2008)



27

6.1

5.1

-0.2

7.5 *

5.8

3.5

-2.1

5.6 *

2007 2008 2009 2010

EMEs exc. 

Bra, Índia, 

China

Brazil

Sources: FMI (WEO April 2010) and Central Bank of Brazil

G
D

P
 r

e
a
l 

g
ro

w
th

 %

compared to other emerging markets

Performance Before and After the Crisis



28

GDP per capita Growth

2002-09 = 17.5% real growth

Source: Central Bank of Brazil
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Income x Urbanization

Source: World Bank & Penn World Table
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From 2003 to 2009

 35.7 million people have entered the middle class

 20.5 million have crossed the poverty line upwards

2010-2014 forecast for the current trend

 36.0 million more will enter the middle class

14.5 million more will come out of poverty

Family Grant Program (Bolsa Família): reduction of people 

in extreme poverty from 12% to the 4% level

Middle Class Growth and 

Poverty Reduction

Source: FGV-CPS 
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Social Mobility
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Homes with PC and Access to the 

Internet

Source: IBGE/PNAD (National Household Sample Survey)
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Availability of Arable Land

Source: FAO        *rain forest not considered
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Long Term Challenges

 1980-90s Decades

 Suceeding crises and economic plans

 Changes in the monetary regime

 Limited long term planning

 Last Decade

Macroeconomic Stability → Long Term Planning 

 Long Term Challenges

 Increase of Saving / Investment Level

 Raising the Productivity
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Agenda for the Next Years

 Level of Domestic Saving

 Quality of Public Expenditures

 Investment Rate and Infra-Structure  

 Review and Simplification of the Tax System

 Legal Environment more Favorable to Business

 Incentive to Long Term Investment
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