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Three points...

1
Political scenarios are uncertain...

2

But the economy is doing well in the short run despite the fiscal 
challenge...

3

Business opportunities are numerous despite the political 
uncertainties and the economic challenges...



POLITICAL SCENARIOS ARE UNCERTAIN...



It is premature to derive conclusions from the present polls…

Intention to vote for president 2018 – 1st round (Datafolha Survey)

Scenario with Lula Scenario without Lula

Candidate/Party

Support for 
economic
reforms

30-Nov 30-Jan

Lula (PT) No 37 37

Jair Bolsonaro (PSC) Uncertain 18 16

Geraldo Alckmin (PSDB) Yes 8 7

Ciro Gomes (PDT) No 7 7

Joaquim Barbosa (no party) Uncertain 6 5

Others - 7 9

None/Don't know - 17 20

Candidate/Party
Support for 

economic reforms
30-Nov 30-Jan

Jair Bolsonaro (PSC) Uncertain 21 19

Ciro Gomes (PDT) No 12 12

Geraldo Alckmin (PSDB) Yes 11 11

Joaquim Barbosa (no party) Uncertain 8 5

Others - 10 12

None/Don't know - 38 41

Source: Datafolha



2nd round still show Lula’s advantage in the main scenarios...
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But support for Lula’s candidate has fallen ...
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Key questions remain...

1. Will Lula be a candidate?

2. Who will be the main center candidate?  Will he/she  be competitive?

3. Will it be the economy, stupid?



The campaing period will be short and atypical...

April 2nd

Deadline for 
candidate to 

register in a party

April 7th

Deadline for 
desincompatibility of 

future candidates 
who has a public job

June 14 - July 15

Soccer World Cup

July 20 – Aug 5

Party conventions
for definition the

candidates

August 15th

Deadline for 
parties to register
their candidates

August 16 –
September 30

Election campaign

October 7th

1st round of
elections

October
28th

2nd round 
of elections



Despite theuncertaintiesand institucional challenges, there has been improvement in governance both in the 
public and in the private sector...

1. Corporate programs of compliance have become frequent

2. New law for state enterprises

3. Major state companies are improving their governance policies 



THE ECONOMY IS DOING WELL IN THE SHORT RUN DESPITE THE 
FISCAL CHALLENGE IN THE MEDIUM RUN...



The external sector has helped the recovery. Expectations are more optimistic for developed and 
emerging countries...

IMF Forecast (World Economic Outlook – Jan/18)

Source: World Economic Outlook (IMF)

2016 2017 2018 2019 2016 2017 2018 2019

World Output 3.2 3.7 3.9 3.9

Emerging Market and Developing 

Economies 4.4 4.7 4.9 5

Advanced Economies 1.7 2.3 2.3 2.2

Commonwealth of Independent 

States 0.4 2.2 2.2 2.1

United States 1.5 2.3 2.7 2.5 Emerging and Developing Asia 6.4 6.5 6.5 6.6

Euro Area 1.8 2.4 2.2 2 China 6.7 6.8 6.6 6.4

Japan 0.9 1.8 1.2 0.9 India 7.1 6.7 7.4 7.8

United Kingdom 1.9 1.7 1.5 1.5 Emerging and Developing Europe 3.2 5.2 4 3.8

Latin America and the Caribbean –0.7 1.3 1.9 2.6

ProjectionsProjectionsEstimate Estimate



Despite the recent volatility, high liquidity and global growth boosted emerging market assets and 
commodity prices…

Country Risk (Embi+) – February 16, 2018 Brazilian Terms of Trade

Source: Ambito.com Source: Institute of Applied Economic Research (IPEA)
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Country Points Var. % month Var. % year

Poland 56 36.59% 24.44%

Peru 108 9.09% -2.7%

Uruguay 140 2.94% -4.11%

Russia 153 -1.29% -14.04%

Indonesia 160 11.89% 1.91%

Colombia 168 9.09% -3.45%

Mexico 178 4.09% -5.82%

South Africa 202 5.76% -8.18%

Brazil 228 0.44% -5,00%

Turkey 287 3.99% -0.35%

Egypt 373 6.57% -5.09%

Argentina 391 4.55% 11.4%
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After the worst recession in the Brazilian history, the challenge is to transform recovery in sustainable 
growth... 

FHC

2.2%

Lula

4.0%

Dilma

0.70%

Temer

Forecast
GO Associados

Source: IBGE. GO Associados



Confidence indexes and financial assets have improved...

Confidence Indexes (FGV) Ibovespa stock index e Country risk (Embi+)

Source: Fundação Getúlio Vargas and Brazil Central Bank
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Temperature of the economy: Economic Activity Diffusion Index of GO Associados confirms the on going 
recovery...
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80.0% in dec/17

35 economic series:
• Official data (IBGE);
• Leading indicators;
• Labour market;
• Credit market;
• Foreign sector;
• Financial indicators;

Source: GO Associados
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Future behavior of the economy: Financial Conditions Index (FCI- GO) goes in the same direction...

8 financial series:

External Data
• USA Treasury 10 year;
• Volatility Index (VIX);
• Index of metallic commodities 

prices from BCB (in US$);

Internal Data
• Real Ibovespa index;
• Country risk (Embi+);
• Exchange Rate (R$/US$);
• Real interest rate;
• Yield curve inclination (1 

year); 

Source: GO Associados

Average of
the period

Recessions defined by Brazilian
Economic Cycle Dating Committee

Financial conditions
are expansionary

Financial conditions
are contracionary



Labour market has shown a gradual recovery...

Unemployment rate - % annual averageMonthly evolution of unemployment rate – original and 
seazonal adjustment

Source: Pnad/IBGE. GO Associados
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Monetary policy will continue expansionarythroughout the year ...

Selic interest rate (Monetary Policy) and real interest rate (% per year)

Source: BCB e IBGE. 

Selic interest rate should fall 
to 6.50% in the next meeting 

and continue in this level 
until the end of 2018

6.75%

2.9%

0.0%
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4.0%
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14.0%

16.0%

Selic Rate (Monetary Policy) Real interest rate



Household’s debt has been falling and credit concessions have shown signs of recovery...

Source: Brazilian Central Bank.

Debt and families commitment to the debt payment (%)
Credit concessions (R$ million) – Three-

month moving average
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External accounts are in very comfortable situation. This is important to mitigate external volatility…

Source: Brazilian Central Bank

Current account deficit and Foreign Direct Investment (FDI) - (% of GDP)

Trade Balance in 2017 was
record: US$ 68 billion and
should continue in a high 
level in 2018 (US$ 55 bi)

Factors that support a good
scenario for exports:

- Higher global economic growth; 
- Recovery of South America

economy (especially Argentina) 
- Improvement in commodities 

prices
- Good agricultural supply
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However, the fiscal scenario remains critical, mainly due to the Social Security deficit...

Primary fiscal balance (% GDP)

R$ mi % GDP R$ mi % GDP

Primary Balance -155 791 -2.5% -110 583 -1.7%

Federal Level -160 309 -2.6% -119 394 -1.8%

Federal government -8 767 -0.1% 64 761 1.0%

Central Bank - 972 0.0% - 699 0.0%

Social Security System -149 734 -2.4% -182 442 -2.8%

Federal Companies - 836 0.0% - 952 0.0%

Regional Level 4 519 0.1% 8 812 0.1%

Interest expenses -407 024 -6.5% - 400 826 -6.1%

Overall Fiscal Balance -562 815 -9.0% -511 408 -7.8%

2016 2017

-2.5%

-1.7%

-4.0%

-3.0%

-2.0%

-1.0%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

Source: National Treasury



Primary surplus and a stable debt level can be expected only in the next decade, consideringthat
the ExpensesLimit Rule will be respected over the next 20 years...

Mid-term projections for the Primary Fiscal Balance (% GDP) Gross Debt (% GDP)

Source: Brazil Central Bank
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Investment in infrastructure will be key to transform recovery in sustainable growth...

GDP Employment Tax collections Wages

Input-Output Methodology

R$ 142 
bi

R$435 bi 8.3 mi R$28 bi R$73.6 bi

Source: Input-Output Matrix of IBGE. It is considered that all the investments would be allocated in the civil construction sector, values in reais
of 2009.



BUSINESS OPPORTUNITIES ARE NUMEROUS DESPITE THE 
POLITICAL UNCERTAINTIES AND THE ECONOMIC CHALLENGES...



Lack of infrastructure is a tragedy as well as a business opportunity...

Ranking of Infrastructure Quality – 137 countries
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In the last few years, the investment barely covered the depreciationcosts...

Total infrastructure expenses, 2000-2013 (% GDP)

Source: Banco Mundial – Back to Planning: How to Close Brazil´s gap in Infrastructure in Times of Austerity

China
India
Russia
Chile
South Africa
Indonesia
Peru
Colombia
Brazil
Argentina
Mexico



There is a huge gap in the Brazilian water and sewage sector...
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Nearly 80% of Brazilian highway network is not paved...

Total of
highways

1,720,756 km

Paved
highways

211,468 km
12.3%

Federal 
highways

64,895 km

30.7%

State highways

119,747 km

56.6%

Municipal 
highways

26,826 km

12.7%

Unpaved
highways

1,351,979 km
78.6%

Planned
highways

157,309 km
9.1%

Source: Pesquisa CNT de Rodovias – Relatório Gerencial - 2016



Brazil’s port terminals are inefficient and mismanaged...

• Bureaucracy

• Over capacity 

• Poor highway and railway infrastructure

• High costs: cargo handling, bureaucracy, and 
demurrage

• Storage deficiencies

• Poor and inefficient management by the 
public sector.

Source: Pesquisa realizada pelo Instituto (ILOS, 2012). Foto: Adriano Lima/Brazil Photo Press/Estadão Conteúdo



Pipeline for the PPI program for 2018... 

PRIVATIZATION PANEL

PROJECT SEXTOR TYPE AUCTION DATE
MINIMUM 

CONCESSIONAR
Y FEE

POLITICAL RISK DESCRIPTION

Pre-Sal 4th Round Oil & Gas
Shared partition 

regime
2018 Q2 US$ 445 mi Low

There is no legal discussion 
or state bureaucracy 

resistence

EF-140 railway MT/PA -
Ferrogrão

Railway
Commom

concession
2018 Q2 To be defined Moderate

The environmental licensing 
process is complex and also 

involves the interests of 
indigenous communities in 

the region.

Eletrobras Energy Privatization 2018/2019 Under Study High

Legal framework is under 
discussion and there is a 

high resistence among left-
parties and state 

bureaucracies

BR-116 RJ/SP Road Rio de 
Janeiro to São Paulo

Roads
Commom

concession
2018 Q4 To be defined Low

There is no legal discussion 
or state bureaucracy 

resistence



There are other projects in the PPI pipeline for 2018 in highways...

Highway
Concessions

1) BR 364 – Porto Velho (RO)/ Comodoro (MT)

2) BR 153 – Aliança do Tocantins (TO) / Anápolis 
(GO)

3) BR 040 – Juiz de Fora (RJ) / Rio de Janeiro  (RJ)

4) BR 116 – Além Paraíba (RJ) / BR 040

5) BR 116 – Rio de Janeiro (RJ) / São Paulo (SP)

6) BR 101 – Paulo Lopes (SC) / São João do Sul (SC)



In Railway...

Railway Concession

1) Railway East West Integration (Fiol, in portuguese)



And in regional airports...

Regional Airports
Concessions

1) Piloto Oswaldo Marques Dias – Alta Floresta (MT)
2) Presidente João Batista Figueiredo – Sinop (MT)
3) Marechal Rondon – Várzea Grande (MT)
4) Barra do Garças – Barra do Garças (MT)
5) Rondonópolis – Rondonópolis (MT)
6) Orlando Bezerra de Menezes – Juazeiro do Norte (CE)
7) Presidente João Suassuna – Campina Grande (PB)
8) Presidente Casto Pinto – João Pessoa (PE)
9) Gilberto Freyre – Recife (PE)
10) Zumbi dos Palmares – Maceió (AL)
11) Santa Maria – Aracajú (SE)
12) Eurico de A. Salles – Vitória (ES)
13) Macaé – Macaé (RJ)



Besides the federal projects, there are important state and city projects...

State Project Conceding Power Sector

SP
Line 08 (Diamond) and 09 (Emerald) of 

Metropolitan Trains
State Company Urban mobility

SP Public Supply Warehouse of São Paulo State Company
Agriculture and Food

Supply

SP Anhembi – Exhibition and Convention Center Municipal Company Convention Center

SP Interlagos Motorsport Circuit Municipal Company Motorsport Circuit

RS Metropolitan Region of Porto Alegre - Corsan State Company Water & Sanitation

ES
Guarapari and Fundão/ Cariacica and Viana –

Cesan
State Company Water & Sanitation



Public private partnerships are present in several sectors...

24
6 5 6 1

11
3 1 2 1 3 1 2 1 5

30

37

18 15
8

3
6 7 9 7 4 7 1 2

12

47

38

17 18

6 1 4 5 1 2 3 1 5 4

18

0

20

40

60

80

100

120

Contracted partnership Structuring Partnership Partnership Intent



Congress Members prefer PPP model rather than privatization...
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Question: How do you evaluate these two models for the economic development of Brazil? Answers between 0 and 
10 (from nothing important to very important)



GO Associados’ forecast for 2018-19...

Variables 2017 2018F 2019F

GDP growth (%) 1.1* 3.2 2.5

Industrial Production 2.5 5.5 4.0

Unemplyment rate (% average of the year) 12.7 12.0 11.1

Job formal creation (in thousands) -20.8 +980.0+980.0

Fiscal Primary Balance (% GDP) -1.7% -1.5% -1.1%

Gross Debt (% GDP) 74.0% 74.0% 75.5%

CPI (% acum. in year) 2.9 4.0 4.25

Selic Rate – monetary policy (% end of period) 7.0 6.5 8.0

Exchange Rate (R$/US$ - end of period) 3.31 3.20 3.25

Current Account (US$ bi) -9.8 -24.0 -32.0

* Forecast



Reminding the three points...

1
Political scenarios are uncertain...

2

But the economy is doing well in the short run despite the fiscal 
challenge in medium run...

3

Business opportunities are numerous despite the political 
uncertainties and the economic challenges...



More information will be available weekly in GO Brazil Newsletter. Sign in for receiving TWO FREE ISSUES 
of GO Brazil...



Thank you for the attention! Hope you enjoy GO BRAZIL!
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