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Overview

General information  Most important sectors (2009, % of GDP) 
Capital: Brasilia Services: 66 %
Government type: Federal republic Industry/mining: 29 %
Currency: Real (BRL) Agriculture:   5 %
Population: 198.7 million
Status: Upper middle income country
 (GDP/capita: US-$ 9,763 in 2010)

Main import sources (2009, % of total) Main export markets (2009, % of total)
USA:  15.7 % China:  13.2 %
China:   12.5 % USA: 10.2 %
Argentina:   8.8 % Argentina: 8.4 %
Germany:  7.7 % Netherlands:  5 .3 %

Main expenses of foreign exchange  

Intermediate products (48 %), capital goods (20 %)

Main sources of foreign exchange
  
Manufactured products (60 %), primary products (37 %)

Key indicators

* ** **

2007 2008 2009 2010* 2011*

GDP (US-$ million) 1,366,895 1,638,609 1,571,979 1,921,719 2,036,408

Real GDP growth (%) 6.1 5.2 -0.3 7.8 4.5

GDP per capita (US-$) 7,190 8,536 8,088 9,763 10,220

Inflation p.a. (%) 3.6 5.6 4.9 5.3 4.6

Fiscal balance (% of GDP) -2.8 -2.0 -3.4 -1.8 -1.6

Total foreign debt (US-$ million) 237,472 255,600 273,500 308,500 336,500

Foreign debt/GDP (%) 17 16 17 16 17

Foreign debt/XGS (%) 121 106 144 137 138

Short-term debt/inter. reserves (%) 23 19 13 16 15

Debt service ratio (%) 28 23 29 25 26

Current account balance (US-$ m.) 1,550 -28,191 -24,334 -52,400 -66,800

Current account/GDP (%) 0.1 -1.7 -1.5 -2.7 -3.3

Nom. exchange rate to US-$ (average) 1.95 1.83 2.00 1.80 1.84

International reserves (US-$ million) 173,835 197,890 233,533 252,407 286,900

In months of merchandise imports 16.5 13.0 21.0 18.8 15.6

* forecast              Source: Economist Intelligence Unit (EIU), International Monetary Fund (IMF)



Political situation: Stable

Head of state/government: President Luiz Inacio da Silva (known popularly as Lula) 
Form of government:  A broad coalition, comprising the left-wing Workers’ Party (PT) and the centrist 
    Democratic Movement Party (PMDB)

Internal situation 

The next parliamentary and presidential elections are due in October 2010. The still very popular president Lula da 
Silva cannot run for a 3rd term. His popularity will probably increase the chances of Dilma Rousseff, the candidate 
of his Workers´ Party (PT), to become head of state. The other candidate for the presidency is Jose Serra of the 
oppositional centrist/centre left Brazilian Social Democracy Party (BSDB).

International relations 

Mainly stable, with a pragmatic attitude towards the US and South American states, including Bolivia and Vene-
zuela. Brazil is increasingly seeking to use its growing political and economic strength to have influence on a global 
level (e.g. the recent initiative to intermediate in the conflict between the US and Iran over Iran’s nuclear pro-
gramme).  
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Internal economic situation: Strong economic recovery

Fiscal balance (% of GDP)
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General situation  

In 2009 Brazil’s economy experienced a mild recession (0.3 % GDP contraction), mainly due to fallen industrial out-
put (-7.4 % year-on-year) because of a sharp drop in exports and investments. Agricultural output suffered year-
on-year contraction due to a drought. However, private consumption contributed positively to GDP, despite growth 
in consumer spending (4 % year-on-year) being significantly lower than in previous years. 

Since Q4 of 2009 a strong and broad-based recovery has emerged thanks to a rebound of exports (Asia), invest-
ments and ongoing consumer demand. In Q1 of 2010 GDP grew 9 % year-on-year – the highest rise for 14 years. 
The tax break for car purchases, which boosted car sales in the post-crisis period, ended in March, with a surge of 
purchases before the cut-off. Industrial production recorded a 17.3 % increase between January and May, and for 
the whole of 2010 industrial output growth will reach 11 %. 

Retail sales generally have been exceptionally strong in the first half of 2010 as a result of labour market improve-
ments, with many new jobs – both temporary and permanent – being created. Credit conditions remain flexible and 
financing costs have reached historic low levels, providing a stimulus to consumption. However, we expect that this 
economic upswing will probably moderate in the course of the year. For the whole of 2010 we expect GDP growth 
of 7.8 %.

One of the less positive effects of the recovery is the higher inflation rate: With 4.8 % in June and 4.6% in July the 
rise of consumer prices exceeded the Central Bank’s target of 4 % p.a. But due to the slow down of growth in the 
coming months we expect inflation to decline slowly throughout the rest of the year. 

The banking sector is in a reasonable state, with strong regulation and supervision. That said, state-owned deve-
lopment bank BNDES is in a less comfortable financial position, which could turn into a major potential risk to the 
pubic sector accounts.

Economic policy 

In a bid to counter domestic economic overheating and inflation the Central Bank has consequently raised the 
SELIC benchmark interest rate (its overnight lending rate) since April 2010. In July it was lifted to 10.75 %. This 
cautious monetary policy became urgent to compensate for a fiscal policy which continues to be too lax, despite 
some spending cuts in the second quarter of 2010.

Government spending accounts for more than 20 % of Brazil‘s gross domestic product and, after a reduction of 
150,000 in the 1990s, the number of federal civil servants has doubled. To make things even worse, much of last 
year’s stimulus was directed at employing public sector workers and increasing pensions and social benefits, instead 
of improving the country’s poor infrastructure. Public spending is expected to remain high in the run up to the par-
liamentary and presidential elections due in October 2010, hardly reducing the public sector debt of 59 % of GDP. 
That said, as more than 90 % of those liabilities are nominated in Brazilian real, the rollover risk when refinancing 
the debt is low.

On the whole, Brazil’s macroeconomic policy has so far been sound, but many structural deficiencies, such as a 
high tax burden, fiscal inflexibility, a rigid labour market and overregulation, remain untouched. Shortfalls in Brazil’s 
overall political and party system are the main reason for the lack of efforts towards structural reform. 

Energy situation 

Improved and virtually self-sufficient. The exploration of newly discovered offshore oil and gas reserves is still un-
certain.
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Foreign debt 

Level:  Reasonably low: (16 % of GDP and 137% of exports of goods and services in 2010)          
Structure: Reasonable. 87 % medium- and long-term
Debt service ratio: Strongly declined from 38 % in 2006 to 25% in 2010; including short-term obligations from 
 53 % in 2006 to 38 % in 2010.

Remarks:  
The government has reduced the level of public foreign debt considerably and improved its public sector debt 
profile by bond swaps, issues of real-denominated bonds to foreign investors, pre-payments (US-$ 15.6 billon to 
the IMF and US-$ 2.6 billion to the Paris Club) and debt buy-backs (Brady bonds worth US-$ 6.6 billion). As a 
result, there is a longer debt maturity and much less currency risk, as government debt is denominated mainly in 
real. External public debt is now relatively low at US-$ 90 billion, but private sector (corporate/banking) external 
borrowing has increased significantly.

Balance of payments 

Trade balance: Declining surpluses
Current account: 2009-2011 increasing deficits (2010: 2.7 % of GDP)
Capital account: Positive (based on FDI, portfolio capital)
Total Account: Large surpluses 2006-2011, increasing reserves

Remarks:
After years of high trade surpluses, deficits are set to emerge in 2011 or even sooner, as the fast GDP growth has 
fostered increased imports of goods. As a result, the current account deficit on the balance of payments will reach 
2.7 % of GDP in 2010 and 3.3 % in 2011. Such a deficit is not alarming given that massive capital inflows, both 
investment and portfolio, cover these shortfalls even more than necessary. These capital account surpluses underpin 
the Real-exchange rate, which will slightly appreciate in the course of 2010. 

International reserves 

In months of imports (cif):         Strongly risen to US-$ 252 billion (more than 18 months of import cover) in 2010. 

External economic situation: Good liquidity and solvency
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Prospects: Good

Political situation

Until the parliamentary and presidential elections in October 2010, any legislative progress will remain slow. Under 
the presidency of Ms Roussef, the state would have a greater role in the economy than under Mr. Serra. Regardless 
of the outcome, it is expected that these elections will not make an end to the low party discipline and lack of coa-
lition loyalty in Brazil’s political system, which hamper decision making. This is a major obstacle for urgent reforms 
to strengthen the structure of the domestic economy.

Internal economic situation

Leading indicators show some moderation of GDP-growth in the second half of 2010 and in the first months of 
2011. In Q2 of 2010 industrial production already decreased 2 % on the previous quarter. The extent of this mode-
ration will strongly depend on the development of the world economy and domestic monetary measures. Currently 
it is not expected that the central bank will further increase interest rates as there are signs for weaker growth. After 
an 7.8 % increase this year GDP growth is expected to increase 4.5 % in 2011. In the medium-term, more foreign 
and domestic investment will be attracted, as Brazil will host the FIFA World Cup in 2014 and the Olympic Games in 
2016. 

External economic situation

With more than 18 months of import cover Brazil’s international liquidity position is excellent. The solvency is solid 
as well, with moderate foreign debt service ratios. The widening current account deficit will not jeopardize this solid 
liquidity and solvency position. Exports from Brazil’s huge offshore oil reserves will underpin the external position 
on the longer term. No wonder that Brazil is granted investment grades by the rating agencies, and these ratings 
are not under any negative pressure at all. 
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