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Brazil manage to recover part of the pandemic downturn with a 7,7% GDP growth in Q3

2020

Brazil

▪ Brazil’s GDP had a 7,7% increase

from Q2.

▪ The expressive result was mostly due

to the positive industry performance

in the quarter, continuing the streak

of positive data.
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Brazil´s industry activity indicators keep pointing towards an economic recovery

Brazil

▪ In Q3 Brazilian industry managed to revert its losses

throughout the worse months of the pandemic period.

In November, the data was strongly positive once again.

▪ Capacity Utilization indexes continued its positive

movement, with a 73% result in November, 3

percentage points more than in the yearly comparison.

▪ Moreover, the encouraging results of production data

were observed in the labour market, with the creation

of jobs.
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Manufacturing and business confidence kept its rhythm throughout December.

Brazil

▪ The Business Confidence Index (ICEI) reached 63.1

points in December. Confidence is on a positive

trend since august, with values over 50 points.

▪ Business confidence levels are getting closer to pre-

pandemic highs seen in February (64.7 points)

▪ The positive results seen in the Index had strong

influence from outlook improvement of business

conditions, in relation to the past six months.

▪ The expectations for the next six months vary, but

are still positive.
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Retail sales volume managed to surpass expectations once again

Brazil

▪ The volume of retail sales keeps its pace,

reaching a 6% growth in October, in an annual

comparison.

▪ With this result, retail is the first major sector in

the economy to effectively recover from the crisis

related losses, surpassing pre-pandemic levels by

8%.

▪ It is relevant to highlight that this positive

movement was seen throughout all Brazilian

states.
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Service volumes have also continued to grow, with a 7.1% increase in the tourism sector

throughout October.

Brazil

▪ The volume of Brazilian services maintained its

growth in the fifth consecutive period, pushing a

1.7% increase.

▪ The service sector, particularly tourism, have

been highly affected by the crisis, however, are

managing to recover in a monthly basis.

▪ In October, the tourism services index grew 7.1%

in relation to the previous month.



7

Recovery indicators can be also seen in the formal labour market.

Brazil

▪ According to data published by the

Labour Ministry, the balance of formal

jobs in November grew by about 414

thousand.

▪ All of the relevant sectors of the

economy show the creation of vacancies

in November, especially the service

sector.
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High frequency data liked to the consumption of electricity indicates a robust recovery.

Brazil

▪ Arazul´s Electricty Consumption Index is

composed by data from the National Electric

System Operator (NOS).

▪ The economy kept its heated pace throughout

Q4.
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A range of indicators have surpassed expectations regarding the outlook for Brazil´s

economy, maintaining more optimistic projections for the future.

Brazil

▪ The Market expectations median

for GDP results have been

increasingly getting more

positive, pointing towards a

better than expected effect on

aggregate production, in this

case resuming to a milder drop.
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The political perspectives for 2021 seem more stable and positive, with the tax and 

administrative reforms

Brazil

■ Important structural changes such as the tax and administrative reforms are well under way, and should be

approved in 2021 without any surprises.

■ In addition, other important agendas are already advanced in the legislative chamber. Emphasis should be

placed on the law which constitutes the Cabotage Stimulus Program; the new Gas Regulatory Framework,

which seeks to introduce competition and reduce bureaucracies in the sectors; and the projects for the

autonomy of the central Bank, which seeks to reduce the political influences on the decisions of the monetary

entity.

■ Going into 2021, the house and senate elections for their respective speakers in February should give way to

candidates supported by their incumbent counterpart, both of which have a favourable view on reforms.

- The “Barometer of Power” is a initiative from the financial website InfoMoney, which compiles expectations from Brazils

biggest firms with respect to political risks and the pressing themes regarding Brazil’s political background.
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Forecasts

Brazil

Arazul Research Forecasts: Updated 07/12/2020

Variables Projections

GDP (2020 Aggregate) -4.8%

GDP (2021 Aggregate) 3.9%

Inflation - IPCA (2021 Aggregate) 3.76%

IGP-M (2021 Aggregate) 4.67%

Interest Rate - Selic (2021, end of

year)
2.75%

BRL/USD (Dec-21 average) 5.18

Elaboração: Arazul Research
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The International Monetary Fund (IMF) estimates a drawback of 8.1% in Latin America’s

GDP in 2020.

1. Source: IMF 

GDP

▪ According to the IMF’s forecasts,

Brazil and Chile should be the

countries with the least severe crisis

effects on GDP.
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The majority of the Latin American countries are experiencing a relatively large decline in

country-related risks – seen by the EMBI+ indicator.

1. Source: JP Morgan 

EMBI + 

■ Brazil’s index has reflected a more positive domestic environment, coupled with a consistent fall in the country-risk

for the past months.
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All Latin Countries except for Peru have experienced declining political risks in the past

month.

Political Risk

■ Latin America's political risk has often 

been associated with movements of 

the business cycle

■ In Peru, the presidents impeachment

and the unstable political situation

which followed where the biggest

source of instability in the continent in

the past month. However, all other

countries have experienced a

reduction, or stabilization of the

uncertainty indexes.

■ The political risk index was obtained by 

textually analysing reported 

conference calls of Latin American 

companies (usually quarterly results)
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Fundação Getúlio Vargas’s (FGV) Economic Outlook Index (ICE) has been advancing

consistently.

Expectations

■ While the ICE still lingers in negative terrain, it

registered a better than expected quarterly

increase, moving from -43.2 points to -39.3.

■ The ICE correspond to the average between the

Current Situation Index and the Expectations Index.

■ In the third quarter, the ICE index pointed towards a

stabilization of the crisis related fallout in

confidence. In Q3, it has confirmed the economic

rebound, albeit by small steps.
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Latin America’s business confidence indicators kept their recovering paces thought all the

countries, except for Colombia

1. Source: Trading Economics

Business Confidence
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Mexico Argentina
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Political unrest and the health crisis reinforce social movements in Latin American

countries, contributing to the unstable economic environment.

1. Source:  El Pais, Istoé, G1, Valor 

Political Instability

■ Peru – Three presidents in a week

– After Pedro Pablo Kuczynski’s resignation, 

Martin Vizcarra took office with a Strong 

stance against corruption. Recently, the 

president was accused of moral 

malpractices after inducing two secretaries 

to lie in the ongoing investigation, related 

to contracts set by the culture ministry,  

the president was impeached on 

November 9th. 

– In his place, Manuel Merino from the 

opposition party took office. However, the 

interim office did not last a week. On the 

15th, after waves of protests and two 

deaths, Merino renounced. The congress 

then elected deputy Fransisco Rafael 

Sagasti to take the presidency.

■ Colombia – Recession and social 

crisis

– Latin America’s fourth biggest economy 

sunk 9% in the third quarter with 

comparison to 2019.

– The pessimistic outlook has been 

intensified due to the cycle of violence 

between gangs inherited from 

paramilitary organizations. The 

successive slaughters turned into Duque’s 

biggest criticisms as president.

– The social unrest has been amplified by 

the sanitary crisis, with almost half a 

million cases and 39 Thousand deaths.

■ Chile – New protests even after the 

approval of a newly made 

constitution

– With 78% of votes, the Chileans have 

approved the creation of a new constitution 

on the 25th of October. The plebiscite was 

created in November 2019, after a month 

of violent protests.

– While the unrest receded after the 

approval, the population took the streets 

back to protest the right to withdraw 10% 

of their pensions, due to the crisis. 

– Although against the idea, Chile’s president 

Sebastian Piñera allowed for the withdrawal 

of pensions on the 4th of December, mainly 

due to social stirrings and the danger of 

political instability. 
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Yield curves reflect central bank’s efforts for a quick economic rebound.

1. Source: Highcharts, Trading Economics

Yield Curves
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