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Christ the Redeemer, landmark of Rio de Janeiro, voted one of the Seven Wonders of the Modern World; Brazilian engineering spans the Orinoco
River; Gisele Bundchen, the world’s highest-paid model; Kaka, the world’s best soccer player; successful social projects and new records in the economy.
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The dream of home ownership: families obtain information about easier mortgages at a São Paulo real estate fair.

tom-rung purchasing power, so fuel-

ing the demand for basic consumer

products.

Brazil has also been blessed with

perhaps the most favorable interna-

tional scenario it has seen in many

years. Almost half the country’s ex-

ports are basic commodities and

processed raw materials, and many

have seen their prices soar as demand

from China and India coincides with

economic recovery in traditional First

World Markets. These booming ex-

ports have produced a flood of hard

currency, with above-average interest

rates attracting yet more. The result?

Foreign reserves of over US$150 bil-

lion and a currency, the real, that ap-

preciated 50% against the dollar in

the last three years.

The government has taken advan-

tage of its bulging coffers to repay all

loans from the International Monetary

Fund and to improve the profile of the

foreign debt.

All this makes Brazil very much

better placed to withstand any turbu-

lence that might blow in from the

outside world, and has led credit

agencies to upgrade the status of

Brazilian government bonds. Now,

the agencies are on the verge of

granting these bonds the long-covet-

ed “investment grade” rating, a step

that will mark the final stamp of ap-

proval from an international financial

community that has reacted with in-

creasing optimism to Brazil’s impres-

sive turn-around. It will also further

reduce the cost of borrowing for both

the public and private sectors, so stim-

ulating further investment and

growth.

The only real grumbling has come

from some businessmen and econo-

mists who say the overvalued real is

hurting exports of manufactured

goods, carrying the country back to

the days when it sold the world main-

ly raw materials which have a lower

value added. Certainly, some industri-

al sectors have seen foreign cus-

tomers fall away as goods made in

Brazil become relatively more expen-

sive. Exports of automobiles, au-

toparts and cellphones are all down.

But Brazil’s jet airplane maker Embraer

is flying high, with second-half over-

seas sales likely to hit the 100 mark.

And other economists argue that

manufactured exports in general

aren’t doing too badly, it just looks

like that because commodities are

doing so well.

The government has shunned calls

to interfere with the free-floating ex-

change rate, but has offered tax

Cover

“ONE OF THE BEST
CHRISTMASES IN
ALL OUR HISTORY”

By BRIAN NICHOLSON

Almost unnoticed by the rest of the world, Brazil in

2007 racked up one of its best years ever. It wasn’t the

highest economic growth on record, and it still lags behind

competitors China and India, but nevertheless as 2007 en-

tered its final weeks Brazilians were looking forward to an

exceptionally merry Christmas to crown a year when just

about everything seemed to go right.

Hyperinflation, low growth and exchange rate crisis

have become a distant memory for the country that proba-

bly rounded out 2007 as the world’s 7th biggest economy,

in US dollar terms. 

“We’re going to finish 2007 with Brazil enjoying what I

would describe as one of its best moments ever, from the

point of view of the economy, growth, lower unemploy-

ment, (better) income distribution and (cheaper) credit,”

President Luiz Inácio Lula da Silva told journalists late No-

vember. “There haven’t been many moments when Brazil

has combined growth of the external market with growth

of the domestic market. This year we will have perhaps

one of the best Christmases in all our history.”

The president predicted that 2008 would be “better

than 2007, I think the economy will grow more, I think

we’ll create more jobs, and I think incomes will grow....

There’s a very real chance of the country growing for a

long time.”

While some in the private sector see grounds for cau-

tion, particularly if the US economy slows a lot, there’s

general understanding that, after many years, things are fi-

nally going Brazil’s way.

“There’s no magic”
Brazil had a rough ride after ending military govern-

ment in 1985. It weathered hyperinflation, recurrent inter-

national monetary crises and all the strains of building a

new democracy. Prices were finally brought under control

in 1994, and since then over a decade of serious economic

management by succeeding governments has transformed

the numbers – and the outlook.

“There’s no magic, just don’t try to invent anything,” is

how Lula – as he is commonly know – sums up his eco-

nomic policy.

First and foremost, this means stable prices. Central

Bank President Henrique Meirelles, a former international

president of BankBoston, has resisted five years of business

and labor demands that he ease monetary policy more

quickly, insisting instead that Brazil’s world-record interest

rates could be reduced only slowly and steadily. Now the

country is reaping the rewards of such prudence, with eco-

nomic growth close to 5% and inflation sitting tamely at

under 4%.

The renewed growth has enabled the government to

boost social programs without risking the public deficit.

The extra tax revenues generated by the booming econo-

my are being used in part to expand income-transfer pro-

grams for the vast numbers of poor. This has boosted bot-

2007 has emerged as a vintage year for Brazilian economic development,
with solid, sustainable growth and greater disposable income for poorer

people. To cap it all – a major oil strike.
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36 stores, plus major upgrades at

several of its existing 319 stores

spread throughout 17 of Brazil’s 27

states. Twelve years after arriving in

Brazil, Wal-Mart is now neck-and-

neck with French group Carrefour in

second place behind retail leader Pão

de Açucar, a nationally-owned super-

market chain.

• US tractor maker Agco (Valtra,

Massey Fergusson) said it will spend

US$150 million over three years to ex-

pand production, including a new fac-

tory in Mato Grosso State in Brazil’s

Center-West region, where agriculture

is expanding fast. Plans also include a

new model of sugar-cane harvester,

reflecting both Brazil’s highly-promis-

ing sugar-cane ethanol industry,

which is receiving huge national and

international investments, and the

move to replace manual cane cutting

with mechanical harvesting to reduce

injuries and pollution.

• ArcelorMittal announced invest-

ments of US$5 billion over five years

expanding its hot strip mill at Tubarão,

on the coast north of Rio, building a

second blast furnace to add over a

million tonnes of new capacity at its

Monlevade wire rod plant in Minas

Gerais State, and adding a new hot

dip galvanizing line at its Vega do Sul

plant in Southern Brazil. “With its

close proximity to raw materials, good

quality iron ore, highly skilled work-

force and attractive growth prospects,

Brazil is a great place to make steel,”

group president Lakshmi Mittal said.

• Various computer makers have

announced investments to expand

production, reflecting computer sales

that have more than tripled since

2003. What’s more, tax reductions

and tighter policing have reduced the

“gray market” of unbranded equip-

ment stuffed full of contraband parts,

meaning that legitimate makers enjoy

an increased share within a fast-grow-

ing market. HP announced a deal

with Chinese outsource manufacturer

Foxconn to produce PCs at a plant in

Jundiaí near São Paulo. Sony will also

use Foxconn to produce two models

of its Vaio notebook. Dell, which has

had an assembly plant in southern

Brazil for eight years, recently opened

a second factory at Hortolândia (SP),

closer to 70% of their Brazilian cus-

tomers and to good regional air con-

nections with other Latin American

markets.

Confidence like this has helped

push foreign direct investment in

2007 to a record US$35 billion for the

full year, some 7% better than the

previous high set 2000 at the peak of

the privatization program.

Foreign investment has also

poured into the stock market. Iboves-

pa, the index of the São Paulo bourse,

has doubled in dollar terms through

the last 18 months. Part of the excite-

ment has been IPOs, with foreign in-

stitutional investors often grabbing

four-fifths of the new offerings. Real

estate has been a particularly hot sec-

tor over the last year, with builders

and developers raising cash to take

advantage of the burgeoning proper-

ty boom. Most recent major action

was the float of Bovespa itself, and of

its sister market the BM&F commodi-

ties and futures exchange. Each was

heavily over-subscribed and each

raised over US$3 billion. 
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problems start, because the oil lies 5,000
to 7,000 meters further down. With a
2,000-meter layer of salt in the way. 

Compared to regular rock, drilling into
soft salt is easy. Companies already do it
in the Gulf of Mexico. But drilling
through lots of it, deep down, is a very
different matter. Salt at the depths and
thickness that lie above the Tupi field can
act like a jelly, squeezing back into the
well shaft and blocking it. The first test
well took two years to plan and a year 
to sink, at a cost of US$240 million. Fu-
ture borings were cheaper, but still three
times the cost of a regular ultra-deep 
offshore well.

Adding to the difficulties, the salt bed
off the Brazilian coast is geologically dif-
ferent from the one in the Gulf of Mexi-
co. “This kind of mineral material is new,
there are some similar fields in the Arabi-
an peninsula but they are much smaller.

It would have been a great year
anyway. But early November when
Petrobras, the state-controlled oil
giant, announced the world’s second-
largest oil strike in two decades, it 
suddenly became even better, like
Christmas come early, with heady
speculation Brazil might soon become
a petroleum exporter. However, bring-
ing out the vast quantities of high-
grade light crude will be a challenge to
test the limits of global petroleum
technology.

The Tupi field lies 250 km off São
Paulo on the edge of the continental
shelf, where the Atlantic Ocean is
2,000 m deep. So far, so good – Petro-
bras is a world leader in deep-water
prospecting and production. But in the
case of Tupi, the sea-bed is where

The Wealth Below

breaks for some harder-hit sectors,

particularly clothing.

Money flooding in – and out
With economic prospects so gen-

erally rosy, companies are adding

extra shifts and building extra facto-

ries. The vehicle industry, long domi-

nated by Fiat, GM, Volkswagen and

Ford, and with relative newcomers

Peugeot-Citroen, Toyota, Honda and

Renault all making strong showings,

was headed for its fourth straight an-

nual record, producing some 2.9 mil-

lion cars, trucks and busses. This

would be good enough to leapfrog

Spain into global seventh place.

Signs of recovery are everywhere.

The National Industry Confederation

found in a survey that 42% of com-

panies plan increasing their invest-

ment in machinery and equipment

through 2008, and 17% said they ex-

pected to face capacity constraints.

Foreign companies are joining the

investment spree. A few recently an-

nounced examples:

• Italian vehicle-builder FIAT will

spend R$5 billion – some US$2.8 bil-

lion at current exchange rates – to ex-

pand its main production complex

near Belo Horizonte, in Minas Gerais

State. A further US$550 million will

go to reactivating a Case factory near

Sorocaba, São Paulo State, making

earthmoving equipment like back hoe

loaders and hydraulic excavators. This

coincides with red-hot demand in the

construction equipment sector – con-

struction companies are complaining

of six-month delivery delays on some

items.

• US retailer Wal-Mart said it

would invest some US$670 million

for a distribution center and a further

US$ at avarega annual rate R$ - US$
R$ at 2006 prices

GDP US$ BILLIONS - R$ BILLION

3000

1000

500

0

1500

2500

2000

Source: Ipea/BCB/IBGE

19
90

19
92

19
94

20
00

1255

2435

20
02

20
04

20
06

20
07

19
96

19
98

R$ US$

% real annual

GDP GROWTH

4

6

2

8

-4

-6

-2

0

Source: Ipea/IBGE

19
90

19
92

19
94

20
04

20
06

20
07

19
96

19
98

20
02

20
00

US$ ‘000, 2006 prices

GDP PER CAPITA

5

6

4

7

1

0

2

3

Source: Ipea

19
90

19
92

19
94

20
04

20
06

20
07

19
96

19
98

20
02

20
00

We need to acquire a lot of knowledge
(before extracting the petroleum), knowl-
edge that nobody in the world has yet,”
Petrobras director Guilherme Estrella told
journalists. 

A final problem is that oil from such a
deep reservoir is very hot. Under less de-
manding circumstances that might be less
of a problem, but given the depth of
water above the Tupi field, the water
temperature at the sea bed is just 4º C.
Oil emerges from the well at 100º C and
chills rapidly. Without adequate insulation
this can cause coagulation and block the
pipes needed to get it to the surface. 
And of course, everything must be con-
trolled by sea-bed robots and remote 
manipulation, because it’s way to deep
for any diver.

None of these problems are insoluble,
experts say, they just require research and
money. Which means that for Tupi to be

viable, world oil prices must stay high. 
Assuming Brazil can get the oil ashore

at a reasonable cost, it could be sitting on
a bonanza. The Tupi field has recoverable
reserves of 5 to 8 billion barrels. With
Brazil’s current reserves standing at 14
billion barrels, Tupi immediately jumps 
the country from 17th to 12th in the
world reserves rankings. But.... and it’s
still a big but.... Tupi might be just the 
beginning.

The reason Tupi could change the
face of oil geopolitics is that it’s the first
discovery in Brazil’s southeastern “pre-
salt” layer, a formation lying below a
think strip of offshore salt measuring
roughly 800 km by 200 km. This gives ge-
ologists reason to hope the Tupi strike
could be the first of many, perhaps pro-
pelling Brazil into the major league with
reserves to match Venezuela, currently
world number six with 80 billion barrels.

The United States, by way of compari-
son, has 30 billion barrels of reserves.

“God may indeed be Brazilian after
all,” the Economist magazine ob-
served, alluding to a popular local ex-
pression used to indicate things going
really well.

The first move the Brazilian govern-
ment made after Petrobras announced
Tupi was to pull all similar pre-salt
blocks from a scheduled November
auction of prospection rights. It said it
would put them back on the market
when the potential of the pre-salt for-
mation is better known. When that
happens, it’s likely oil companies will
face some form of additional levy or
increased royalties.

The Tupi field is owned 65% by
Petrobras, the operator, with Britain’s
BG holding 25% and Portugal’s Petro-
gal - Galp Energia, 10%.

4.8

6.6



Interestingly, the tide of investment

is not all one-way. A phenomenon of

recent years has been the growth of

the Brazilian multinational. Sobeet, a

study group, calculates total Brazilian

investment abroad at US$265 billion,

still far smaller than the US$674 bil-

lion total of foreign direct investment

in Brazil, but growing faster. Oil giant

Petrobras and mining conglomerate

CVRD, traditional global investors,

have been joined by the likes of Ger-

dau, a specialty steel company that

now ranks among the world’s top 10.

Gerdau recently beat out ArcelorMit-

tal and Germany’s Thyssen to acquire

Texas-based Quanex, expanding its

presence in the US market where it al-

ready counts 19 mills and ranks

fourth overall among US steel suppli-

ers. And Brazilian heavy construction

companies are increasingly winning

contracts abroad. Odebrecht, the

largest, is currently present in 16

countries outside Brazil while rivals

Camargo Corrêa, Andrade Gutierrez

and Queiroz Galvão have formed a

consortium to bid for the multi-billion-

dollar expansion of the Panama

Canal.

More money in the pocket
Signs of prosperity are everywhere,
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and in a marked difference to previ-

ous booms, the benefits are spreading

downwards. At the equivalent of just

US$200 a month the minimum wage

may still be pretty low by rich-country

standards, but it has risen steadily in

real terms, dragging with it bottom-

level welfare benefits and so improv-

ing living standards for tens of mil-

lions of bottom-rung Brazilians. 

At the same time 2006 and partic-

ularly 2007 saw a surge in job cre-

ation. Traditionally the informal sector

of the economy has accounted for

roughly half the labor force, by head-

count, with a heavy slant towards the

lower-paid, less-skilled occupations.

Recent expansion has favored the for-

mal side of the economy, with above-

average growth in jobs for people with

better education. Economists suggest

this may be a reflection of moderniza-

tion, increased competition and the

demand for higher productivity.

These trends, together with lower

interest, which means easier credit,

has placed some basic middle-class

items within reach of a whole new

consumer category. Cell phone own-

ership, for example, has almost dou-

bled in the last three years, although

the great majority are pre-paid.

Cable TV remains pretty much a mid-

dle-class preserve, growing steadily

to reach around 10% of homes na-

tionwide, although the concentration

in major cities is far greater. Broad-

band internet, however, is racing

ahead and now reaches 50% more

homes than CATV.

Perhaps the greatest change in

consumer habits is coming in housing.

Buying property was traditionally

complicated, mainly because high in-

flation made regular mortgage financ-

ing impossible. Government financing

schemes featuring subsidized interest

often ended up benefitting middle-

class buyers and leaving lower-income

families without options. Recently,

Congress changed the law to allow a

borrower to give his property as col-

lateral – previously this was impossible

because foreclosure was not allowed

on a family’s sole residence. This, plus

the general lowering of interest rates,

has led to private mortgages of up to

30 years, with lower-middle-class bor-

rowers as the prime target. Builders

and developers catering to lower-mid-

dle income categories – families with

income of at least US$600 a month –

are planning huge expansion through

2008, and several real estate funds

have attracted foreign investment.

As Brazil looks ahead, two sectors

in particular are poised to be strong

export performers. Mining and

agribusiness are currently receiving

huge investments that will pay off in

the coming years.

The Brazilian Mining Institute cal-

culates US$28 billion will be invested

in the sector from 2007 through

2011, principally in projects to expand

production of nickel, iron, copper and

aluminum. Total iron ore production is

projected to rise from 331 million

equivalent of US$280 billion (at current
exchange rates) through 2010 to boost
investment in areas such as power, pe-
troleum, water, sewage and transporta-
tion.

Most projects will involve private
capital, for example via concessions and
public-private partnerships, although
substantial financing is available from
the Brazilian Development Bank
(BNDES).

Among show-piece projects is the
start of the long-awaited Madeira River
hydro-power development. This involves
two major dams generating 3,150 MW
and 3,300 MW at Santo Antonio and
Jirau on the Madeira River, an Amazon
tributary in Northwest Brazil. The project
is Brazil’s biggest hydro-power develop-

For this year’s good growth to
continue, Brazil must spend heavily
on highways, railroads, ports, airports
and energy. Today, much of the
country’s infrastructure is used way
beyond its capacity, maintained far
less than necessary, or simply not yet
built. There’s general agreement be-
tween the government and the pri-
vate sector that vast investments are
needed to recover lost time and bring
down logistics costs throughout the
economy. 

Perhaps the most striking exam-
ple of the inefficiency comes with
Brazil’s vast new agricultural belt in
the Center-West. Experts have
termed this region as important to
world food supply as the American
Mid-West, given its huge potential
for grains and beef. The cheap land,
high rates of sunshine and reliable
rainfall offer world-beating produc-
tivity. But much of this is lost because
trucks face up to 2,000 km of high-
way to the ports, much of that dodg-
ing potholes. And at the ports, trucks
not infrequently faces lines of many
kilometers and delays of many days
to unload. Meanwhile, cargo ships sit
idle waiting for berths.

The obvious solution is heavy in-
vestment. But building world-class in-
frastructure across a country the size
of the continental United States is
neither quick nor cheap.

Recently, the government an-
nounced a “Plan to Accelerate
Growth” (PAC) which specifies the

Kick-Starting Growth ment for many years, and has been
delayed while engineers redesigned
the low-head dams to reduce their
environmental impact. The first con-
cession to be auctioned, Santo Anto-
nio, had an estimated total construc-
tion cost of around US$4.5 billion,
coming on stream by 2013 and
linked to major consumer regions in
the Southeast by new high-capacity
transmission lines. 

Some other major PAC projects:
• US$650 million (approx) for on-

going work on the São Paulo metro-
politan beltway;

• The 1,800-km Transnordestina
railroad across the Northeast, to link
agricultural areas and ports;

• Paving 800 km of the BR-163
highway, linking the Center-West
with Santarem on the Amazon River
to help export of soybeans

Overall, the greatest amounts will
go to expansion of petroleum and
natural gas supplies. Brazil is already
more or less self-sufficient in petrole-
um and the recently announced dis-
covery of a major new field (see box),
called Tupi, will further boost output.

In November the government auc-
tioned 271 new blocks for prospec-
tion. Most interest was for offshore
areas along the coast of São Paulo,
Rio and Espirito Santo states, the re-
gion that currently provides most of
Brazil’s oil. In all, investors bid the
equivalent of US$ 1.2 billion for
drilling and production rights, and
must pay another 10% of sales as
royalties, with major fields carrying a
special levy of up to 40% of profit.

HOW TO SPEND US$280 BILLION

Sectors %

Energy 54.5
Petroleum and gas 35.5
Power generation 13.1
Renewable fuels 3.5
Power lines 2.5
Social and Urban 33.9
Housing 21.1
Water+sewage 7.9
Water resources 2.5
Rural power lines 1.7
Urban subways 0.6
Logistics 11.6
Highways 6.6
Merchant shipping 2.1
Railroads 1.6
Airports 0.6
Ports 0.5
Waterways 0.1
Total 100.0

Source: SAE/BNDES-PAC

Closer together: This magnificent US$1.2 billion, 3,156-meter bridge over the Orinoco River in Venezuela was built by the 
Construtora Norberto Odebrecht SA. Brazil finances integration projects throughout South America, provided they are carried out by
Brazilian companies.
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tonnes in 2007 to 581 million tonnes

in 2001, a jump of no less than 75%

in just four years.

In 2006, according to the US Geo-

logical Survey, Brazil was the world’s

second iron ore producer (behind

China) with 300 million tonnes out of

total world production of 1,690 mil-

lion tonnes. Over 77% of Brazil’s

2006 production was exported, with

the United States and China taking

respectively 18% and 14%, and

much of the planned increase

through 2011 is tied to long-term ex-

port contracts.

In agribusiness, Brazil has come a

long way from when coffee was its

principal dollar earner. Today the

biggest agricultural exports are soy,

cane sugar and beef. Brazil is the

world’s largest exporter of those three

products, and also of coffee, orange

juice, tobacco, poultry and ethanol.

But the greatest excitement these

days is in the last on that list, ethanol

produced from sugar cane.

Through 2007, Brazil and the Unit-

ed States consolidated a cooperation

program to promote the production

and use of ethanol as an alternative

to gasoline. The privately-managed

Inter-American Ethanol Commission is

co-chaired by former Florida Governor

Jeb Bush, former Brazilian Agriculture

Minister Roberto Rodrigues and serv-

ing Inter-American Development Bank

President Luis Alberto Moreno. Inter-

national investors who have commit-

ted to ethanol projects in Brazil in-

clude George Soros and Bill Gates,

and investments planned through

2010 total US$8.6 billion.

One of the great advantages of

Brazilian sugar-cane ethanol – and

one of the factors that has attracted

such huge international interest – is its

extremely favorable energy input/out-

put balance. Any given amount of

sugar cane ethanol contains over

eight times the amount of energy that

was required to produce it, whereas

ethanol produced in the United States

from corn contains at best about

50% more, and European ethanol

made from beet can be about double.

This poor energy input/output balance

greatly diminishes the attractiveness

of corn- and beet-based ethanol as

substitutes for petroleum to reduce

greenhouse gas emissions. What’s

more, researchers predict that over

the years, improvements to crop han-

dling and production could raise the

sugar-cane ethanol energy balance to

as high as 11 or 12 to one.

President Lula said that despite the

country’s major new oil strike, Brazil

remains committed to promoting

ethanol as a petroleum alternative.12

Not only can Brazilian companies get

international financing more cheaply,

but also there is a lot of international

capital chasing opportunities, includ-

ing in Brazil. Companies have adopt-

ed new strategies to match this new

scenario, and this improves their ca-

pacity to respond.

As for the government contribu-

tion, the fall in interest rates is reduc-

ing the burden of debt payment,

which has a positive effect through-

out the economy. This said, there’s no

doubt that overall, the various institu-

tional changes Brazil needs to ensure

sustainable growth are progressing

far more slowly than we would like.

Some important changes have been

made, however, and I would high-

light those that have promoted

growth in civil construction sector.

Various reforms have created more

stable rules for the private sector to

grow. And in some more complex

matters, for example infrastructure,

we have recently seen that some for-

mer ambiguities have been resolved. 

What ambiguities have you in

mind, specifically?

I’m talking about the role of the

private sector in infrastructure. Does

Brazil want the private sector (in-

volved in infrastructure) or not? For

BBE - How does the CNI see

2007? Was it a landmark year, or

rather part of a positive trend?

Fernandes - In general, 2007 was

better than expected, and we are ap-

proaching a level of growth that is

higher than the past average. But

there’s no doubt that the economic

performance of recent years is the re-

sult of a sequence of reforms. We are

now growing at 5% a year, and it’s

important to note that this means

much faster growth of per capita in-

come. Average economic growth in

the 10 or 15 years up to 2005 was

below 3%, which (discounting popu-

lation growth now just under 1.4% a

year) means it would take something

between 70 and 100 years to double

real per capita income. If Brazil can

maintain its new performance, then

that would fall to less than 20 years.

What has made the difference? Is

it the international economy, govern-

ment policy, or the private sector?

We can’t ignore the current con-

tribution of the global economy.

Brazilian agribusiness is growing

faster than the rest of the economy,

and this is linked to growth of the in-

ternational economy, particularly

China. International growth is also

impacting Brazil in terms of trade of

goods and services and also the ex-

traordinary flows of capital, the very

high degree of international liquidity.

Investment to boost capacity for the
domestic market

How are Brazilian manufacturers responding to the new wave of
economic growth, and the challenges of a cheap dollar? Brazil a Brand of
Excellence discussed 2007 with José Augusto Coelho Fernandes, executive
director of the National Confederation of Industry.

I N T E R V I E W

For export: Expansion under way at the Carajas iron ore mine in the South-East Amazon, as brazilian mining companies reap the harvest
of soaring world demand.

José Augusto Coelho Fernandes, executive director of the National Industry
Confederation: “There is great liquidity in the world, and it’s essential that Brazil takes
advantage of this moment.”
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this to happen, we need to have a se-

ries of rules and procedures to attract

the private sector. Sometimes (in the

past) we could see ambiguities and

these take time to be resolved. Per-

haps the best example is the case of

concessions. Six years ago we were

ready for a new round of (highway)

concessions but then the government

decided to pull back and take them

off the table. It brought them back

only recently, and so we lost six years. 

Are you confident this battle has

now been won?

I would say that in less developed

economies, institutional solidity is a

the CNI happy with current levels?

We have just finished a survey of

investment trends, and it clearly

shows an increasing rate of invest-

ment principally to expand capacity

to meet domestic demand. This is the

opposite of recent years when the

main motives (for investment) were

rationalization, quality and productivi-

ty. But the survey also shows that ex-

porting companies are reducing their

rate of investment, and the exchange

rate is the factor that explains many

of these decisions. On the one hand

the current rate encourages invest-

ment in imported machinery, and

many people are taking advantage of

Brazilian companies are investing

abroad because of the exchange

rate?

Well, the rate is certainly a stimu-

lus, but that’s not the only factor.

Brazil will grow at close to 5% this

year. Is it investing enough to main-

tain that level?

It’s a good question. We certainly

need to raise the investment level.

We see that happening in industry,

and maybe starting to happen in in-

frastructure, but we need much more

radical action to bring private invest-

ment into infrastructure. When we

consider the sustainability of eco-

nomic growth going forward, the

rate of attraction of private invest-

ment will be critical. But I imagine

that the productivity of investment in

Brazil is greater than in China, be-

cause with the level of interest that

we have, no one invests until the pro-

ject is really good. 

Any sign of industry hitting capac-

ity constraints yet?

Our most recent survey shows use

of capacity at the highest level we’ve

ever seen. But today there’s a

stronger tendency for private invest-

ment to expand capacity, and the

economy has greater capacity to tap

the international markets.

So no capacity constraints on the

horizon?

Nothing that I see just now.

What about constraints in infra-

structure? Will the government’s in-

vestment plans be enough?

There are two factors. First, we

need to increase the efficiency of

public investment, because far too

much gets delayed, or is simply not

finished. At the same time we must

finalize rules that can attract the pri-

vate sector. This is critical, because

there is great liquidity in the world,

and it’s essential that Brazil takes ad-

vantage of this moment.

What is this confidence based on?

First and foremost, the expecta-

tion of stability. Brazil today has a

strong economy with low inflation,

very high foreign reserves and an im-

portant trade surplus of around

US$40 billion. Agribusiness is ex-

tremely dynamic, the country is self-

sufficient in petroleum and recently

discovered even

more, and it’s rich in

fresh water and

mineral deposits –

rich in natural re-

sources in general.

There’s good poten-

tial for wind power

and substantial ad-

ditional potential

for hydro-power. If

we put all this to-

gether and think of

the future, in terms

of Brazil’s size, pop-

ulation, excellent

climate and institu-

tions, we see that

the country offers a

future of macro-

economic stability.

What’s more the

political situation is

calm, with no cause

for concern.

Was the eco-

nomic performance

of 2007 something new, or the result

of spade-work over many years?

It was the result of various years

of improvement, but each passing

year also has its own story. In the

past everyone was very worried

about volatility, so having one or two

good years was not sufficient to dis-

pel this concern. But when things go

well for several consecutive years,

people gain confidence. I’m not wor-

ried that Brazil is growing 5% a year,

rather than 8% or 10% like some

emerging economies, because it’s

preferable to have growth which is

slightly lower but sustainable over

the long term.

So you see the current level of

growth, between 4% and 5%, as

sustainable?

I think so. Obviously much has to

be done to make it so, principally in-

vestment in infrastructure, but this is

starting to happen. The government

is concerned about this, the private

sector is ready and anxious to invest

in infrastructure, so we could say

that both sectors are on the same

page.

Is Brazil’s good situation more

thanks to the government, the pri-

vate sector, or the good international

scenario?

It’s difficult to give a weight to the

contribution of each one. Despite the

BBE – Should record FDI be seen

as a sign of foreign investor confi-

dence?

Silva - I’d say that’s true, 2007

was a very good year for FDI, a

record of US$35 billion, so we see

that multinational companies really

are betting on the favorable opportu-

nities that Brazil offers for the future.

Stability, and a focus on the domestic
market

Brazil this year set a new record for foreign direct investment. Brazil a
Brand of Excellence discussed 2007 with Alexandre Silva, president of the
American Chamber of Commerce in São Paulo, the largest bilateral
business organization in South America.

I N T E R V I E W

Alexandre Silva, president of the American Chamber of
Commerce in São Paulo and former president of GE in Brazil:
“Purchasing power has risen a lot”.

battle that must be constantly won.

There is no final victory, and it’s not a

linear process, there are advances

and set-backs. What matters is the

overall trend. 

Privatization was a campaign issue

in the last presidential election (in

2006)....

Right, but this just goes to show

that Brazil is not for beginners (laugh-

ing). Some things can be complex. In

the question of concessions, we

didn’t imagine that the government

would bring them back so soon, but

it did. Similarly, six months ago we

were totally pessimistic about ports,

but now we are starting to see some

light at the end of that tunnel.

In what form?

We’re starting to see space for

more private sector involvement,

principally via concessions.. The CNI is

working on a proposal – to be an-

nounced this year – for private partic-

ipation in ports. Legislation already

exists for this, but we are working on

a series of institutional adjustments.

What about the exchange rate? Is

this. But when we think of the struc-

tural changes that are happening in

Brazil’s export profile, or in invest-

ments directed to exports, then clear-

ly the exchange rate is a problem.

Which sectors are hurting most?

Those that are labor-intensive, and

with low import barriers (into the

Brazilian market) – textiles, clothing,

furniture and footwear, for example.

But sectors with a high coefficient of

imports are able to handle this situa-

tion batter, for example telecommu-

nications equipment, household ap-

pliances and electronics.

What about the growing invest-

ment by Brazilian companies abroad,

is this positive?

I think so. It’s a result of various

factors, first of all the strategy of the

companies themselves. For many,

growth depends on internationaliza-

tion. But it’s only worthwhile going

international as part of a strategy. It’s

not an easy road, companies tend to

lose money for the first five or six

years. 

So there’s no suggestion that

"Reforms have created more stable rules for the private 
sector to grow"



Note: All values have been retained in their original currency, normally the
Brazilian real or the US dollar. The average exchange rate during 2007 was
around US$1.00=R$1.94, and the rate at the start of December just under
US$1.00=R$1.80. 
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great rise in petroleum prices, and

the sub-prime crisis, the international

situation is still very favorable and

will remain so for some time. The

globalized world today is less volatile,

there might be a slight drop in (glob-

al) growth but the tendency is not to

have major crises. As for how much

of Brazil’s good performance is due

to the government or the private sec-

tor, I’d say that both have been

doing their job. Obviously both could

be doing more, but we should never

forget that we live in a situation of

complete democracy in Brazil, with

functioning institutions. By definition

this imposes certain limitations, but

it’s also very positive. 

It was common in the past to

hear businessmen, including many

something very minor. There’s still a

lot of room for credit to grow in

Brazil. 

What about the rate of invest-

ment, which has been lower than

the country needs since the seven-

ties?

This is undoubtedly a problem,

the national investment rate as a

percentage of GDP is still too low

compared with other countries. The

government must play its part, and

the private sector must find areas to

invest. But I see signs of improve-

ment. 

Improvement where?

Principally in the appetite of the

private sector to invest, for example

in infrastructure. We have seen vari-

majority of investments currently

being made in Brazil by multinational

companies are directed to the do-

mestic market and the regional mar-

ket in Latin America. 

What about the exchange rate,

now around R$1.8 to the dollar – is

that a viable level, going forward?

This is a complex question. If you

ask 10 economists, five will have one

opinion and five say the opposite. As

I am not an economist, I prefer not

risking an opinion. On the one hand,

the current exchange rate undoubt-

edly hurts exports, many sectors are

really suffering, and some even cease

to be viable, but on the other hand

many companies have achieved

major improvements in productivity

in recent years, in part as an attempt

to continue exporting, and this has

undoubtedly had a very positive ef-

fect. Also, the high value of the real

promotes imports, and Brazil needs

to import a whole host of things to

keep on growing. So there are posi-

tive and negative aspects. 

Companies in the American

Chamber, let’s say manufacturing

companies that sell domestically and

also export – are they complaining

about the exchange rate?

It depends. Those that export a

high percentage of their production

are complaining a lot. But those fo-

cused mainly on the domestic market

are better placed. And companies

that import to sell here are of course

very happy. 

It’s often said that Brazil could

compensate the exchange rate at

least in part by improving infrastruc-

ture...

This is true. Infrastructure is one

major component of what we call

the ‘Brazil cost’. If the ports, airports,

highways, railroads and aviation

were operating more efficiently, then

there’s no doubt companies would

operate more easily.

"Multinationals investing in Brazil are in general much more
interested in the huge domestic market"

foreign executives, complaining that

their market in Brazil was much

smaller than it might be, due to the

terrible distribution of income. Is this

changing?

Certainly, this has changed drasti-

cally. Income has grown not just for

the middle class but the population

in general, including lower-income

groups. Purchasing power has risen

a lot. Also, credit is much more

widely available. It’s still relatively

small (in proportion to the economy,

compared with other economies)

but there’s much more credit today

than there was a few years ago, and

it continues growing. There’s no

doubt that this has helped to drive

economic growth.

Any risk of families, particularly

lower-income families, taking on too

much debt?

Obviously, when you have a new

situation, you could end up with

problems in certain sectors, but I

think we would be talking about

ous investors looking for good op-

portunities in infrastructure in gener-

al, in ports, highways, power genera-

tion and transmission, oil and gas,

and people are even talking about

(private investment in) airports.

There’s a general awareness of the

need, and therefore an opportunity

for investment.

Recently Wal-Mart announced

substantial plans for Brazil, and of

course retailing is aimed very specifi-

cally at the domestic economy. How

to you see that?

My feeling is that multinationals

investing in Brazil are in general

much more interested in the domes-

tic market rather than possibilities for

export. The domestic market is huge,

approaching 200 million people, with

growing purchasing power. This by

itself justifies investment. Exporting is

always important, but investing in

Brazil just for export is a strategy that

leaves a company vulnerable to ex-

change rate risk. I would say that the

Special Focus

BNDES SUPPORTS NEW CYCLE
OF INVESTMENT IN 

THE BRAZILIAN ECONOMY 

Expansion seems to be sustained, given that the

portfolio of requests made to the bank and yet to be

evaluated totals R$133.3 billion, also 40% up on the

twelve months before.

The bank’s figures are remarkable. It is rare for coun-

tries to have such an active development support insti-

tution. Comparisons with similar institutions show that

the BNDES disburses more funds than either the Inter-

American Development Bank (IDB) or the World Bank.

An examination of the BNDES’ disbursement – equiva-

lent to US$20 billion in 2005 – shows that it exceeded

the volume released by the IDB and World Bank togeth-

er. In the last two years the BNDES’ disbursement has

risen still further, surpassing R$62 billion in 2007 in 

financing for investment.

Using that amount as a

guide for 2007, in the

eleven years from 1997

the BNDES disbursed 

approximately R$380 

billion

The number of pro-

jects approved, and of

requests under consider-

ation, indicate strong

growth in investment in

the Brazilian economy. 

This tendency for

growth in investments is

in line with expectations

of growth for the Brazil-

ian economy through

the coming years and

with the prospects forEmbraer assembly line: ongoing support from the BNDES

The Brazilian Development Bank (BNDES), the main

financial partner for Brazil’s productive private sector, is

in the midst of a new cycle of expansion, keeping step

with the growth of the Brazilian economy. In recent

months the bank has approved record numbers of pro-

jects and disbursed record volumes of finance. The

portfolio approved in the twelve months through Octo-

ber was up 40% on the previous similar period, stand-

ing at almost R$90 billion for disbursement through the

next few years. 
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R$ millions – Values at current prices

ANNUAL DISBURSEMENTS OF THE BNDES SYSTEM

Item 1997  1998  1999  2000  2001  2002  2003  2004  2005  2006  2007*

Farming 1,390.9  1,348.6  1,286.6  1,908.0  2,762.0  4,508.9  4,595.0  6,930.2  4,058.8  3,422.6  4,912.0

Industry 6.972.8  7,562.7  8.424.0  10,403.0  13.156.6  17,428.0  16,094.7  15,782.1  23,442.0 27,191.9  29,928.0

-iron and steel 1,081.0 864.2 1,147.7 1,806.8 1,826.2 1,343.8 1,256.7 991.5 1,744.2 2,492.9 4,016.0

-general engineering 513.7 908.3 625.8 914.3 916.5 1,160.2 700.9 1,068.5 2,810.9 2,681.2 2,999.0

-transportation equip. 765.4 1,985.4 2,929.5 4,250.0 4,587.6 8,043.7 8,405.8 8,531.0 10,761.5 9,406.3 5,768.0

-paper and pulp 535.9 400.2 294.2 321.9 1,139.7 1,272.6 430.0 1,052.2 1,415.1 2,315.0 2,601.0

-química/petroq 391.2 578.9 496.5 418.7 765.4 1,174.8 1,214.5 619.4 1,317.0 2,524.2 4,298.0

-textiles 323.8 379.9 374.7 392.9 289.2 337.8 394.0 192.7 263.2 204.4 341.0

-agribusiness 1,351.1 1,180.1 1,498.7 1,214.0 2,072.9 2,330.3 2,012.2 1,906.8 2,903.2 3,743.7 5,020.0

-mining 752.0 282.2 258.5 120.9 396.3 250.3 157.3 242.6 337.7 1,457.9 1,738.0

-others 1,078.7 983.4 798.3 963.6 1,162.9 1,514.6 1,523.3 1,177.3 1,889.2 2,366.3 3,148.0

Infrastructure 8.181.6 8,270.0 6,638.0 8,612.6 7.506.2 12,960.3 10,005.5 15.171.6 17,100.0 16.992.4 25,719.0

-construction 259.4 598.7 444.5 668.0 744.5 761.1 806.8 1,218.0 1,674.4 1,534.1 2,735.0

-electric power 5,735.9 3,674.3 1,813.0 1,340.6 1,130.5 8,705.1 5,045.8 6,501.8 4,592.5 3,208.0 5,347.0

-land transportation 1,303.5 2,369.8 930.0 1,204.8 1,612.3 2,136.0 2,862.2 4,498.7 5,879.1 7,197.6 10,556.0

-other transportation 161.1 224.2 471.7 120.9 138.5 249.0 614.4 698.2 586.7 570.6 603.0

-telecommunications 407.1 893.1 2,617.1 4,729.4 3,111.8 653.6 250.9 1645.4 1,670.5 2,133.7 3,372.0

-others 314.7 509,8 361.7 549.0 768.5 455.6 425.4 609.5 2,692.7 2,348.3 3,104.0

Commerce/Services 1,528.8 1,809.6 1,702.9 2,122.3 1.791.7 2,522.0 2,838.3 1.950.0 2,379.5 3,711.2 5,921.0

TOTAL 17,894.1 18,990.9 18,051.5 23,045.8 25,216.5 37,419.3 33,533.6 39,833.9 46,980.2 51,318.0 66,711.0

* 12 months in November, 2007

BNDES – DISBURSEMENTS FOR EXPORT PROMOTION 

Indicators 2000 2001 2002 2003 2004 2005 2006 2007*

Brazil Exports  55.0 58.2 60.4 73.1 96.5 118.3 137.4 146.4
(US$ billion)

BNDES Export  3.1 2.6 3.9 4.0 3.9 5.9 6.4 3.8
Disbursements (US$ billion)

BNDES Export   5.6 4.5 6.5 5.5 4.0 4.9 4.6 2.6
Disbursements as % of 
Brazilian Exports

Disbursements:  24.5 23.5 31.5 33.0 27.9 29.6 26.6 11.4
BNDES Exports as   
% of BNDES Total 

* January to November, 2007

industrial capacity, infrastructure

and innovation.

The bank expects disbursement

for industry to remain significant in

segments such as agribusiness,

chemicals and petrochemicals, steel,

pulp and paper, and transportation

(including automobiles, trucks,

ships, railroad equipment and air-

craft). In infrastructure the main

areas are telecommunications, elec-

tric power, transportation and con-

struction. The bank disbursed more

than R$25 billion in 2007 for indus-

trial financing, with another R$25

billion going to infrastructure. 

combination of rising consumption

and limited productive capacity led to

inflation that ended periods of

economic growth. Now, there has

been strong growth in demand, but

investment has expanded faster. The

volume of requests and approvals at

the BNDES reflects this new situation. 

In 2007, there was a significant

increase in the general level of

confidence that Brazil is now on track

to enjoy robust rates of growth. It was

the fourth straight year in which

investment grew faster than GDP.

There was an increase in both the

scale and quality of business

investment. While in the 1990s and

the first part of this decade,

investment was concentrated in the

modernization of existing factories,

projects now under way reveal

substantial investment in new plant. 

The growth of Brazilian

investment, in large part with

BNDES support, has helped the

country avoid one of the main risks

to sustained economic growth –

failure by the supply side to keep

up with increasing demand. The

bank thus operates as an

instrument of macro-economic

policy, helping production expand

in step with the large increase in

domestic consumption.

This role is even more important

now that Brazilian GDP is growing

faster, nearing 5% a year. In parallel

with expected growth for

consumption, investments – with

forecast growth of just over 10%

this year – are driving GDP. The

bank’s resources are the main

domestic source of finance for the

productive sector.

In the recent past the

Supporting the Expansion of ProductionA SOLID AND PROFITABLE BANK

Total assets........................ R$190.5 billion 

Net profit............................. R$4.43 billion 

Growth in net profit.......................... 34% 

Profitability/Net Assets.................... 20.8% 

Recovery of credit.................. R$1.2 billion 

Defaults......................................... 0.27%

Basel Index..................................... 23.2%

Investments in energy will contribute to the projected rise in the overall rate of investment

1st half 2007

new business that will contribute to

an expansion of supply. 

Brazil’s new wave of growth will

be focused on the greater dy-

namism of the internal market.

Family consumption and invest-

ments have expanded their share

of GDP. This is where the BNDES

plays an important role, fulfilling its

mission as the principal source of

financing for long term projects in

the Brazilian economy.  In recent

years,  the importance of the

BNDES has become increasingly

apparent. While commercial banks

have been growing their portfolios

of loans to companies and private

individuals at a solid rate of around

20% a year, at the BNDES long

term projects have grown even

faster, around 40% a year, with

the main focus being on increasing

The performance of the

economy through 2007 was also

driven by greater family

consumption. This increase was in

keeping with expansion of total

wages, improved income

distribution and stable inflation.

Families were encouraged to

increase their consumption of

consumer durables by the

expansion of credit, in particular for

private individuals.

Currently, the job of financing

Brazilian development is made

easier by strong macro-economic

fundamentals and the expectation

that Brazil will receive investment

grade rating from major

international agencies. These

factors have increased foreign

investment in Brazil, which now

also has a growing, more complex

and active capital market.



2120

R$ millions

BNDES – NET PROFIT 

Source: BNDES

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 Jun
2007

823 810 682 867 802
550

1.038
1.498

3,202

6,331

4,430

Source: BNDES

R$ billions; 12 months

BNDES APPROVALS AND DISBURSEMENTS
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The BNDES has provided a com-

petitive differential for Brazil’s pri-

vate sector since its inception.

Founded in 1952, the bank was ini-

tially structured to serve the coun-

try’s infrastructure needs in energy

and transportation. In the following

decade it broadened its operations

to include industry and consumer

goods. In the 1970s it moved into

basic inputs, capital goods and im-

port substitution. In the 1980s,

which saw low levels of economic

growth, energy, agriculture and

competitive integration grew in im-

portance within the portfolio. A

turning point was reached in the

1990s when the bank reformulated

its operations, playing a decisive role

in the financing of private infrastruc-

ture and privatization, and initiating

financing for Brazilian exports.

Over the last few decades the in-

stitution has been involved in prac-

tically all Brazil’s larger industrial

projects, and has played a central

role in the diversification of Brazilian

industry. The bank has also per-

formed a kind of anti-cyclical role,

financing projects in moments of

crisis, or during shortages of re-

sources and moments of risk aver-

sion in the international market. It

has thus indirectly compensated for

shortages of external resources and

the absence of a more mature capi-

tal market similar to those normally

found in more developed countries. 

The bank has also been a part-

million for Ford’s newest plant in

Brazil, opened in 2001 and which

since 2004 has been operating at

100% of its installed capacity. In

October 2007 the unit produced

its one-millionth vehicle. Other

examples are the R$110 million of

financing for Continental and

R$306.7 million for Bridgestone,

both tire makers located at

Camaçari, Bahia. Pirelli, another

tire maker located at Feira de

Santana in the same state,

received financing of R$119.5

million.

Data from the Ministry of

Development, Industry and Foreign

Trade (MDIC) shows that the

automotive sector employs

117,000 people in Brazil, just

counting vehicle builders. The

installation of the Ford complex in

Camaçari created 9,000 direct jobs

and 90,000 indirect jobs. 

Two years ago the bank

approved US$853 million of export

financing for light vehicles

produced by Volkswagen, Ford,

General Motors and Fiat. The

credit line stipulated that financing

would account for up to 30% of

the value exported, and

established a commitment to

exporting vehicles totaling US$2.8

billion. 

The mission of the BNDES

includes financing the growth of

companies, supporting the

expansion of productive capacity,

stimulating job creation and

encouraging economic

development. As such, the bank

seeks to meet the needs of

companies operating in Brazil, 

irrespective of the origin of their

capital. 

There are many examples of

multinational companies being

financed by the institution, which

also supports the globalization of

Brazilian companies, so responding

to the growing global dynamic of

business. The basic criterion is to

support companies operating in

Brazil and to help build productive

relationships. 

The vehicle industry is one

example of the bank’s support for

foreign-owned companies in Brazil.

The sector has an important role in

job creation and foreign trade, and

BNDES financing represents an

additional attraction for

multinationals to choose Brazil,

both for vehicle assembly and as

auto-parts suppliers.

The most recent support for

automotive projects came in Bahia,

in the northeast of Brazil. The

bank supplied finance of R$912

Financing for Companies in Brazil 

sidiary and then the

world’s largest region-

al airline. Other large

companies that have

had long-standing

partnerships with the

BNDES include

Aracruz Papel e Celu-

lose, Companhia

Siderúrgica Nacional

(CSN), and large

groups such as Mar-

copolo, Gerdau, Vo-

torantim, Usiminas,

Klabin, Suzano, Ultra,

and Braskem. 

More recently, large telecommu-

nications companies have turned to

the bank. They include the Oi

Group (formerly Telemar), Brasil

Telecom, Vivo, Claro, TIM, and Tele-

fonica. Financing for telecommuni-

cations totaled R$5.2 billion from

2006 to 2007.

The bank has highly-trained

technical staff and plays an impor-

tant role in formulating public poli-

ner in the growth and evolution of

Brazilian companies. One example is

Embraer, a Brazilian manufacturer

of medium-sized aircraft and a

world leader in its market segment.

The bank worked on the 1994 pri-

vatization of Embraer and went on

to finance the company’s exports.

At the end of the 1990s the BNDES

financed the US$1.1 billion pur-

chase of ERJ-145 jets by American

Eagle, an American Airlines sub-

cies. It has a portfolio of around

R$47 billion in three of the four

segments designated as priority in

current industrial policy, namely ma-

chinery and equipment, pharma-

ceutical companies, and software.

Similarly, it supports the federal

government’s Growth Acceleration

Program (PAC) for infrastructure. A

total of 178 PAC projects worth

R$115 billion have the potential to

be included in the bank’s loans

portfolio, with financing potential

of up to R$64 billion. The energy

sector accounts for 65% of this. 

The bank also finances Latin

American integration and the ex-

port of goods and services to the

region. In the same area, it has ex-

panded operations in financing ex-

ports of goods and services, boost-

ing its support for Brazilian business

in Angola. The bank has a US$750

million credit line for investment in

the African country, and this line

will be boosted by an extra US$1.0

billion in 2008.

The BNDES finances all stages of production, from raw materials through export of the final product

R$ billions; 12 month cumulative totals

BNDES APPROVALS, BY SECTOR
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Innovation is the new frontier for

economic expansion, and the trans-

formation of an idea or research

program into a business venture or

new productive process has become

a strategic factor in gaining compet-

itiveness. To encourage the connec-

t ion between universit ies, re-

searchers, innovative processes and

growth in productivity, the BNDES

has been boosting its credit lines for

innovative companies, particularly

small and medium-sized ones. For

the bank, development is synony-

mous with innovation. 

In all, the BNDES portfolio of fi-

nancing for investment projects in

innovation totals R$1.2 billion, of

which R$452 million has already

been disbursed. In 2008, disburse-

ments for this segment will grow

significantly, driven by the intensifi-

cation of operations of new invest-

ment funds and credit lines destined

specifically for innovation. One of

these is Criatec, a Seed Capital Pro-

gram with funds of R$80 million

which will benefit up to 60 micro or

small companies in their early stages

and generate about 2,000 jobs for

qualified workers, and 4,000 indi-

rect jobs. 

Today the bank has direct partici-

pation in 40 innovative companies.

It  also part ic ipates indirectly,

through funds, in another 30 com-

panies with this profile. 

The BNDES operates in three

areas of financial support for inno-

vation: financing for research, devel-

opment and innovation (R, D & I); a

second for production; and the

other via stock holding. In addition

to Criatec, in which the funds are

100% owned by the bank, the insti-

tution participates in eight venture

capital funds, which are in invest-

ment phases focused on innovation.

In these cases the BNDES has a mi-

nority holding, with up to 30% of

fund assets. These venture capital

funds are in the main private, and

take a minority holding in the con-

trol of the companies they support. 

For the bank, innovation is not

just about technology or capital, but

also a qualitative capacity for man-

agement, production and market re-

lationships.

To further encourage such initia-

tives, the BNDES in 2007 announced

the reduction of fixed interest rates

from 6% a year to 4.5% a year for

projects approved in the Program

for Support of Development of the

Pharmaceutical Production Chain

(Profarma). It also reduced rates in

the “Innovation R, D & I” credit line.

It is the lowest rate charged in fi-

nance granted by the bank. 

In 2007 the first Profarma opera-

tion was carried out with the capital

markets area. The BNDES approved

financing for Bionnovation Produtos

Biomédicos, a company with units

in Bauru and São José dos Campos,

both in São Paulo State. The compa-

ny operates in the segments of bio-

materials, implants, prosthetic com-

ponents and ultrasonic bits.  

The deal, worth R$8 million, in-

cluded, amongst other things, in-

vestment in innovation, with the de-

velopment of ultrasonic bits for den-

tistry, produced with an artificial dia-

mond using the company’s own

technology. The high-precision prod-

uct is designed to replace conven-

tional high-speed bits, with the ad-

vantage of being practically pain

free. Of the total approved by the

BNDES, R$3 million is financing

within the ambit of Profarma, and

R$5 million in the form of stock-

holding underwritten by BNDESPAR.

INNOVATION IS THE NEW FRONTIER
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od 2006, while GDP expanded 5.4%

In addition to these credit lines,

the BNDES – acting through its sub-

sidiary BNDESPAR – has a long tradi-

tion of participating in funds that in-

vest in companies. Since it was cre-

ated, BNDESPAR has participated in

38 funds. The total investment gen-

erated by these funds is in the order

of R$7 bill ion, at prices of June

2007, of which BNDESPAR con-

tributed R$1.7 billion. The difference

between those two figures shows

the importance of the leverage

power of the BNDES to encourage

investment. The bank has participat-

ed in 300 companies, of which 180

Two key pol icy goals of the

BNDES for the coming years are to

increase the rate of investment in

the Brazilian economy, and at the

same time to reduce regional in-

equalities and increase the degree of

social inclusion. To this end, the

bank has been taking steps to in-

crease the gross rate of fixed capital

formation of companies, encourag-

ing the financing of capital goods

and stimulating fund managers to

invest in companies that innovate or

that adopt processes of innovation.

Additionally, the bank plans creating

new funds of its own and increasing

existing credit lines for small and

medium companies.

According to the bank, the level

of investment in the Brazilian econo-

my is already growing faster than

GDP. This is important to ensure that

the supply of goods and services ex-

pands fast and so helps make eco-

nomic growth sustainable. Expecta-

tions are that in 2008, the rate of in-

vestment will reach 19.1% of GDP,

growing to 21.1% in 2009. The

gross rate of capital formation grew

by 13.8% in the second quarter of

2007, compared with the same peri-

directly, and 120 indirectly via funds.

The BNDES has made an impor-

tant contribution to building up very

small, small and medium-sized pri-

vate companies, allowing them ac-

cess to credit under more favorable

terms. Given their capacity for creat-

ing employment, these companies

have strategic importance for the

economy and are a priority for the

bank. Credit disbursements to these

smaller companies exceeded R$15

billion in 2007, up 36% over the

R$11.1 billion disbursed in 2006.

Last year, the bank conducted

roughly 170,000 financing opera-

tions for these smaller companies.

LEADERSHIP IN INVESTMENT

Brazil: rate of investment, as % of GDP

RATE OF INVESTMENT IS SPEEDING UP 
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FOCUS ON INFRASTRUCTURE 

To ensure the sustained expan-

sion of the Brazilian economy in the

years to come, the Brazilian Devel-

opment Bank will in 2008 boost its

financing of infrastructure projects

– chiefly energy and logistics – that

can have a major impact on the ef-

ficiency of the economy. Projects in

the federal government’s Growth

Acceleration Program (PAC) will be

priorities. 

This orientation is already in ef-

fect. From January to October 2007

the BNDES registered disburse-

ments for infrastructure of R$20.6

billion, a 75% increase on the same

period in 2006. Standout sector

was land transportation (mainly

railroads), receiving R$8.8 billion,

followed by energy, with R$3.8 bil-

lion, and telecommunications, with

R$3.0 billion. 

For the three-year period

2008/2011, the bank foresees total

investments in Brazilian infrastruc-

ture of R$232 billion, and will pro-

vide financing for a significant

share of this, underscoring its role

as the leading driver of develop-

ment in Brazilian infrastructure. In

the PAC portfolio alone, where in-

vestments of R$66.5 billion are un-

derway, the BNDES will account for

over 50% of the resources devoted

to energy, logistics and urban and

social development through the

next three years.

Among BNDES priorities are the

expansion and modernization of

the electric power, natural gas, san-

itation, and telecommunications

sectors, as well as resolving bottle-

necks in logistics. The favorable

economic scenario in the short,

medium and long term al lows

Brazil to face these demands. Pro-

jects by Brazi l ian and foreign-

owned companies that systemically

boost the country’s economic com-

petitiveness are potential candi-

dates for BNDES financing. 

Infrastructure for transportation is one the bank’s priorities as it seeks to increase national competitiveness

New investments (BNDES tracking + forecasts) - R$ billions

INVESTMENTS IN INFRASTRUCTURE AND 
CONSTRUCTION 

Areas Effected Foreseen Projected
growth

2002/2005 2007/2010 (% pa)

Electrical Energy 40,8 88,0 16,7
Communications 58,7 58,8 –
Railroads 7,7 11,0 7,4
Ports n.a. 1,9 n.d.
Sanitation 16,3 38,1 18,5
Total Infrastructure 123,5 197,9 9,9

Civil Construction 316,7 470,0 8,2

Source: BNDES
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2007, through October - R$ million

APPROVED INFRASTRUCTURE PROJECTS 

Sectors Financing Total 
Investment

Electric power 7,882 12,618
Gas and Petroleum 1,626 1,773
Logistics* 8,366 7,080
Telecommunications 3,574 11,895

Total 21,448 33,366

Position at 31 October, 2007 - R$ millions

PAC* PORTFOLIO – OUTLOOK/SUPPORT

Areas Investment Participation

Energy 30,957 14,534
Electricity 9,265 6,493
Generation 9,265 6,493
Petroleum and Gas  17,582 4,958
Renewable fuels 4,110 3,083

Logistics 14,428 10,473
Highways 4,657 1,419
Railroads 5,121 3,103
Ports 1,391 1,044
Merchant Navy 5,259 4,415

Social and Urban 667 350

Total 48,052 25,357

Position at 31 October, 2007 - R$ millions

PAC – BNDES PORTFOLIO 

Areas Investment Participation

Energy 44,138 26,962
Electricity 24,039 16,104
Generation 21,743 14,958
Transmission 2,296 1,146
Petroleum and Gas  19,808 10,626
Renewable fuels 291 2,320

Logistics 14,311 7,103
Railroads 8,970 2,688
Merchant Navy 5,341 4,415

Social and Urban 7,967 4,314

Public administration 138 120

Total 66,554 38,499

2007, through October

INFRASTRUCTURE DISBURSEMENTS

Telecommunications 
R$ 2,943 million 

Electric power
R$ 3,797 million 

Logistics
R$ 921 million 

TOTAL
R$ 9.350 milhões

Gas & Petroleum 
R$ 1,689 million 

Until a few years ago, the Brazilian

shipbuilding industry was paralyzed, with

shipyards closed, a dearth of orders and

widespread unemployment in the sector. From

2005 the Brazilian government began a project in

the sector. In 2007, the BNDES approved four

credit lines for the shipbuilding industry, worth

R$5.3 billion. The resources will be used in the

construction of 19 oil tankers (one 10-ship order,

another for nine), four tank storage vessels and a

shipyard. The financing is for modernization of

the fleet owned by Transpetro, the logistics arm

of Brazil’s state-controlled Petrobras, the largest

ship owner in Latin America. Such investment in

the sector has sparked the resurgence of the

construction of large ships in Brazil, given that for

20 years the sector had received no orders of this

size. The investments also contribute to the

revival of the Brazilian merchant navy. 

The credit line for the construction of the 10

oil tankers, worth R$2.47 billion, is the largest

credit approved by the BNDES for the shipping

sector and one of the largest in the bank’s history.

The project foresees the creation of about 20,000

new jobs, 4,000 directly at the shipyard and

16,000 indirect jobs. 

The venture will also boost various industrial

sectors that supply inputs and intermediary

goods, amongst them the metalworking,

steelworks, chemical and electrical installation

sectors. The 10 oil tankers will be built at the

Atlântico Sul shipyard, to be established at the

Suape Industrial and Port Complex, in the

municipality of Ipojuca in Pernambuco State, in

the Northeast of the country.

Rebirth of Brazilian Shipbuilding  

*In
clu

de
s a

cq
uis

itio
n o

f v
es

se
ls 

fin
an

ce
d b

y t
he

 B
ND

ES
 



2726

With investments of R$9.5 billion,

construction of the Santo Antônio

hydroelectric plant on the river

Madeira in Rondônia State is the

largest power generation project in-

cluded in the Growth Acceleration

Program (PAC). The plant will have an

installed capacity of 3,150

megawatts, and the BNDES will fi-

nance up to 75% of the total invest-

ment. BNDESPAR, the bank’s equity

arm, might take a stake of 10% to

20% of the capital of the company

to be set up to build the plant. 

This is just one of the examples of

the strategic importance of the

BNDES in guaranteeing the energy

supply in Brazil in the years to come.

The bank finances most of the elec-

tric power projects in the country

(generation, transmission and distrib-

ution), besides granting credit lines

for thermoelectric plants, co-genera-

tion plants and biofuel plants

(biodiesel and ethanol). 

The bank’s strategy is not just to

encourage increased energy supply

but also to en-

sure a lower en-

ergy cost for the

country by offer-

ing longer fi-

nance periods

with lower inter-

est rates. In addi-

tion, the BNDES

focuses its action

on the energy

sector to con-

tribute to the Brazilian energy matrix,

encouraging production clean and re-

newable energy. 

In November the bank approved

finance of R$94.9 million for con-

struction of a thermoelectric plant

with installed capacity of 41 MW,

owned by the Grupo Ferrari in Piras-

sununga, São Paulo State. The plant

will produce energy from sugarcane

bagasse. The funding will also go to

expansion of the cane crushing ca-

pacity, from 1.2 million tonnes a year

to 1.8 million tonnes a year, increas-

ing sugar and ethanol production. 

MAIN ELECTRIC POWER PROJECTS FINANCED 
BY THE BNDES 

Project BNDES financing  Total investment

Foz do Chapecó S.A. 1,656 2,207

CTEEP* 764 1,092

ATE II Transmissora de Energia S.A. 396 1,062

Light Serviços de Eletricidade S.A. 549 1,131

Total 3,365 5,492

* São Paulo Electrical Energy Transmission Company

HYDROELECTRIC POWER 
PROJECTS IN THE PAC

Total investment: R$77.8 billion

Number of projects: 61

Increase in installed capacity: 24,573 MW

Major projects:

Santo Antônio 3,150 MW

Jirau 3,300 MW

Belo Monte 5,681 MW

Estreito 1,087 MW

Foz do Chapecó 855 MW

Serra Quebrada 1,328 MW

Source: BNDES/infrastructure

(Approved by October 2007; US$ millions)

ENERGY SUPPLY IS TOP PRIORITY 

Hydroelectric power projects now underway and at the planning stage count on support from the BNDES

In April 2007 the BNDES, in part-

nership with the Environment Min-

istry (MMA), created Refloresta, a

credit line to support the develop-

ment of forestry in Carajás, in Pará

State, in the Amazon region. The

district is home to huge mining pro-

jects and the production of pig iron.

The credit line is designed to support

the commercial planting of fast-

growing trees and native species.

The idea is to finance reforestation

projects in the forest district so that

the mills have a legal source of char-

coal, as well as dealing with the so-

cial issue involved in the projects.

The BNDES is a pioneering insti-

tution in the environmental evalua-

tion of investment projects in Brazil.

Since the 1980s, the BNDES has in-

corporated the evaluation of envi-

ronmental planning in its opera-

tional process, often before many

norms became mandatory. Today

the bank is an instrument that en-

courages the application of environ-

mental legislation, and approval of

financing for any project is condi-

tional upon environmental licensing

at all levels. 

In addition, the bank supports

and stimulates environmental pro-

COMMITMENT TO THE ENVIRONMENT  

3. A partnership with Banco do

Brasil to speed up financing of the

Support Program for Energy Efficient

Projects (Proesco). 

4. The bank has signed on to the

Declaration on Climate Change pro-

posed by the United Nations Program

for the Environment – Financial Initia-

tive - which seeks to integrate envi-

ronmental questions into financial op-

erations and services. 

1. The Clean Development Pro-

gram: the bank has created two

closed mutual investment funds to

support projects capable of generat-

ing Certified Emission Reductions

(CERs), within the scope of the Clean

Development Mechanism (CDM) of

the Kyoto Protocol. 

2. Commitment to Economic-Eco-

logical Zoning (ZEE) and restrictions

on projects that involve deforestation. 

Environmental Measures Adopted by the BNDES

jects, encouraging the companies

receiving finance to adopt programs

for efficient energy use, the reuse of

water, the rational use of materials,

and so on. To this end it has a spe-

cific credit line for the environment

that covers environmental sanitation

projects, the reduction of environ-

mental liabilities, recycling, and the

reduction of pollution, amongst

other things. Recently, for approval

of projects, the bank began to take

into consideration Economic-Ecolog-

ical Zoning, adopted by Brazilian

states. This defines the aptitude for

each region, from economic and

ecological standpoints. 

In 2008 the institution will imple-

ment a project to neutralize carbon

emissions from its own activity. The

objective is to neutralize, through

the planting of riparian forests, the

bank’s emissions caused by air and

land transportation of its employ-

ees, the consumption of electric

power from thermoelectric plants in

some of its offices, and so on. The

quantity of carbon emitted is being

calculated to arrive at the number

of trees that will have to be planted

to neutralize emissions. Giant water lilies in the Amazon: the bank invests in environmental preservation
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Main products, 2006

BRAZIL'S GLOBAL RANKING

Sugar 1 1 41
Coffee 1 1 28
Orange juice 1 1 82
Ethanol 2 1 na
Tobacco* 2 1 27
Soy complex 2 1 37
Beef 2 1 27
Poultry 2 1 39
Maize 3 3 6
Pork 3 3 11

Source: CNA/USDA
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MAIN CUSTOMERS

Source: CNA/Agrostat/MAPA

EU25 31.40%

Asia 19.00%

NAFTA 16.10%

Middle East 8.40%

Africa 6.90%

Mercosul 3.00%

Other Europe 5.50%

Other 9.70%

Agribusiness

Despite complaints about the
exchange rate, most Brazilian
farmers have been enjoying a
good year thanks to the substan-
tial recovery of international com-
modity prices. The country still
has a vast number of basic family
farms that generate small surplus-
es for local sale, but amidst this
traditional structure a modern
and increasingly efficient
agribusiness sector is emerging.
This can been seen in the perfor-
mance of leading products. The
grains harvest, estimated at 135.5
million tonnes, has doubled since
the start of the Nineties, while
beef production has almost dou-
bled since the middle of that
decade. This is due mainly to in-
clusion of new farmland in the
Center-West, adoption of more
modern technologies and in-
creased mechanization.
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In addition to the direct social im-

pact generated by the large and

medium companies supported by

the BNDES, the bank has been ex-

panding its credit lines for specific

projects to improve social and urban

infrastructure in Brazil, which have

relevant impact in improving the liv-

ing standards of low-income com-

munities. In 2007, the Social Inclu-

sion division of the bank granted fi-

nancing of of R$1.27 billion. This in-

cluded R$410 million for urban in-

frastructure and water and sewage,

and another R$220 million for trans-

portation.

In the coming years, the bank will

expand its credit lines for water and

sewage, transportation, urbaniza-

tion, health and microcredit. In par-

ticular, it will make credit available

for state and public management of

social programs. According to a sur-

vey conducted by the bank, the area

of water and sewage will be Brazil’s

third-largest area of investment,

smaller only than energy and com-

munications. Total investments from

the BNDES and other sources for

water and sewage should reach

R$48 bil l ion in the period 2008

through 2011. 

Among the major projects includ-

ed in this total and that will have a

direct impact on improving the qual-

ity of life, particularly in urban areas,

are sewage systems in 202 munici-

palities in the São Francisco and Par-

naiba river basins. The project im-

pacts the state of Minas Gerais and

six Northeast states, with total in-

vestments of R$1.03 billion.

One example of the bank’s sup-

port for basic sanitation is the credit

of R$197 million for the Sanitation

Company of Paraná, granted in Oc-

tober 2007 to expand water supply

and sewage systems in 28 munici-

palities. This will contribute to reduc-

ing the incidence of water-borne ill-

ness, in addition to benefitting over

500,000 people.

Another concern for the BNDES

is the reduction of regional inequal-

ities in Brazil. To this end the bank

has made it a priority to increase

the volume of funds destined for

the country’s poorest regions, in

particular the Northeast. To make

this a reality, the BNDES has created

within its structure a secretariat

with the function of identifying pro-

jects that have the potential to drive

regional development, while anoth-

er team is tasked with coordinating

the work of different sectors of the

bank involved in a given project to

ensure that it can move ahead to

conclusion.

SOCIAL AND REGIONAL DEVELOPMENT

Sewage treatment and other basic sanitation works are set to receive investments of R$48 billion between 2008 and 2011

STATISTICS
2007 was an excellent year for the Brazilian economy, and 2008 promises
to be just as good. Here and in the following eight pages, Brazil a Brand
of Excellence offers a round-up of key indicators for economic and social
performance.
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MAIN EXPORT CUSTOMERS

US$ %

Latin America 31.38 22.8
Mercosul 13.95 10.1
Argentina 11.71 8.5

European Union 30.37 22.1
Holland 5.74 4.2
Germany 5.68 4.1
Italy 3.83 2.8

USA (inc Puerto Rico) 24.68 18.0
Asia 20.79 15.1
China 8.40 6.1
Japan 3.88 2.8

Africa 7.45 5.4
Middle East 5.75 4.2
Others 17.05 12.4

Source: AEB/MDIC/Secex

2006, US$ billion FOB, and % share

MAIN EXPORTS

US$ %

Primary products 40.27 29.3
Iron ore + pellets 8.95 6.5
Crude oil 6.89 5.0
Soy complex 8.08 5.9
Beef 3.13 2.3
Coffee 2.93 2.1
Chicken 2.92 2.1
Tobacco 1.69 1.2

Semi-manufactured 19.52 14.2
Cane sugar 3.94 2.9
Wood pulp 2.48 1.8
Iron + steel, 
semi-finished 2.28 1.7

Leather 1.87 1.4
Cast iron 1.64 1.2
Aluminum 1.50 1.1

Manufactured 74.70 54.3
Vehicles (passenger) 4.60 3.3
Airplanes 3.24 2.4
Radio equipment 2.90 2.1
Autoparts 2.95 2.1
Vehicle engines 2.79 2.0
Footwear 1.96 1.4
Vehicles (cargo) 1.87 1.4
Fuel oil 2.25 1.6
Sugar (refined) 2.23 1.6
Ethanol 1.61 1.2
Earthmoving equipment 1.44 1.0

Other operations 2.98 2.2
Airline + ships stores 2.52 1.8

TOTAL 137.47 100.0

Source: AEB/MDIC/Secex

2006, US$ billion FOB, and % share

MAIN IMPORTS

US$ %

Primary products 17.21 18.8
Crude oil 9.09 9.9
Coal 1.49 1.6
Natural gas 1.31 1.4
Copper ore and 
concentrate 1.09 1.2

Semi-manufactured 4.31 4.7
Copper cathodes 1.20 1.3

Manufactured 69.88 76.5
Printed circuits, micro 
components 2.91 3.2

Wireless components 2.83 3.1
Autoparts 2.49 2.7
Medicines 2.39 2.6
Automobiles 1.91 2.1
Fuel oil 1.83 2.0
Naphtha 1.77 1.9
Heterocyclic compounds 1.38 1.5
Measuring instruments 1.33 1.5
Aero engines + parts 1.27 1.4
Data processing 
machines 1.27 1.4

Data processing 
machines - parts 1.25 1.4

TOTAL 91.40 100.0

Source: AEB/MDIC/Secex

3.9

Economy

Just about all the macro-eco-
nomic indicators are pointing in
the right direction. As the main
story in this issue clearly shows,
2007 has been an excellent year
in many respects, and there are
signs growth is sustainable. The
relatively broad base of Brazil-
ian exports, both in terms of
products and markets, offers
protection against reduced de-
mand in individual markets,
while the exceptionally high
level of foreign reserves pro-
vides a cushion against short-
term turbulence in global fi-
nancial markets.

In its December 2007 year-
end round-up and forecast, the
Credit Suisse bank in São Paulo
predicted this scenario would
continue largely “as is”
through 2008 and 2009, al-
though with a gradual erosion
of the trade surplus due mainly
to a sharp rise in imports. 

The bank predicted GDP
growth of 4.5% in 2008 and
5.0% in 2009, with inflation
under control at around the
current level. Similarly, the
bank said it expected the dol-
lar/real exchange rate to hold
steady through 2009 at around
US$1.00 = R$1.70.
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INDUSTRIAL EMPLOYMENT
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INDUSTRIAL SALES
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VEHICLE INDUSTRY BILLINGS
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Industry

The great debate in Brazil is
to what extent the exchange
rate is hurting domestic industry.
As the graphs show, many im-
portant basic sectors have been
holding their own in 2007 – ce-
ment and construction equip-
ment are roaring ahead, as are
all segments of
the vehicles sec-
tor. Steel, petro-
leum and mining
are all perform-
ing strongly, and
at the other end
of the spectrum
capital goods
are doing well.
And industrial
capacity utiliza-
tion is extremely

prove the competitiveness of the
Brazilian-made product.

Sectors like the auto industry
and construction equipment that
are highly integrated into global
sourcing structures also enjoy a
degree of protection, although
obviously companies with suffi-
cient flexibility will use lower-
cost sources if they can.

Cars, light commercial, trucks and buses; 2006

A RISING STAR AMONG MAJOR
VEHICLE BUILDERS

Rank Country Million 
vehicles

1 Japan 11.5
2 United States 11.3
3 China 7.2
4 Germany 5.8
5 South Korea 3.9
6 France 3.2
7 Spain 2.8
8 Brazil 2.6

Source: Anfavea

Prodution, quantitative index, monthly average, 2002 av = 100

CAPITAL GOODS

120.0

140.0

160.0

180.0

200.0

40.0

20.0

0.0

60.0

100.0

80.0

Source: Ipea/IBGE

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

Oc
t/

07

Utilization of installed capacity, % monthly

INDUSTRIAL CAPACITY

84

76

74

72

78

82

80

Source: Ipea/CNI

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

Oc
t/

07

Production, quantitative index, monthly average, 2002 av = 100

MINING
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high. So is there a problem? An-
alysts say the specific sectors
hurting most are those that are
labor-intensive and where the
Brazilian economy is relatively
open to imports of finished
goods. Where the imports are
mainly of parts or technology,
the high value of the real helps
reduce those costs and so im-
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Industrial production of perfume, soap, detergent and cleaning products, 
quantitative index, monthly average, 2002 av = 100

PERFUME AND CLEANING PRODUCTS - PRODUCTION
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monthly average, 2002 av = 100

PHARMACEUTICALS - PRODUCTION
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Industrial production of clothing and accessories, quantitative index, 
monthly average, 2002 av = 100

CLOTHING AND ACCESSORIES - PRODUCTION
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Industrial production of consumer durables, quantitative index, 
monthly average, 2002 av = 100

CONSUMER DURABLES - PRODUCTION

180.0

160.0

140.0

120.0

200.0

40.0

20.0

0.0

60.0

100.0

80.0

Source: Ipea/IBGE

2000 2001 2002 2003 2004 2005 2006 Sep/
2007

Industrial production of consumer goods, quantitative index, 
monthly average, 2002 av = 100

CONSUMER GOODS - PRODUCTION
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CORRUGATED CARDBOARD PACKAGING
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2007 estimate 0.7-1 million
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Consumers

In general, Brazilian con-

sumers are smiling. Rising in-

comes, good employment

prospects, relatively cheaper

credit and low inflation add up

to a prolonged shopping spree in

just about everything from medi-

cines to real estate. Cell phones,

which for some years have been

the hottest item around, are now

approaching saturation – the 118

million registered handsets rep-

resent almost two-thirds of the

population, and while the total is

still growing, makers expect de-

mand to be driven more by cus-

tomers upgrading. Flat panel TVs

are booming but given the price

they are still less than 10% of the

total market, which saw overall

sales fall slightly in 2007, a phe-

nomenon some experts attribute

to customers having brought for-

ward TV renewal in 2005 and

2006 to better follow the 2006

World Cup soccer competition.

Interestingly, while total spend-

ing and consumer goods produc-

tion are up, production of cloth-

ing is declining. Many economists

see this as a reaction to cheaper

imports, mainly from China.
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Annual values (2005 data in 2007/08 HDR)

RISING HDI
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Children enrolled in the “PETI” program 
to prevent child labor; millions

CHILD LABOR ERRADICATION
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Disabled workers receiving support under the
"BPC-PcD" program; millions
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Elderly people receiving support under the 
"BPC-Idosos" program; millions

ELDERLY WELFARE

1.4

0.4

0.2

0

0.6

1.0

1.2

0.8

Source: MDS

20
03

20
04

20
05

20
06

Poor and at-risk families receiving support via
"CRAS" assistance centers; millions
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income supplement; millions
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HOW BRAZIL FIGHTS
ILLEGAL FOREST
CLEARANCE

This 2004 satellite photo
from Brazil’s National Space
Research Institute (INPE)
shows an area roughly 100
km by 100 km, with the city
of Manaus (pop. 1.4 million)
on the Negro river, flowing
West-East (left-right). The
Solimões river joins from the
South to form the Amazon
proper, flowing East roughly
1,700 km to the Atlantic
Ocean. The lighter green
areas indicate cleared forest.
These and other higher-
resolution images allow
police using GPS location and
computerized land registry
maps to detect illegal
clearance. Infra-red imaging
detects burning. The images
are from the CBERS satellites,
built in partnership with
China to serve both
countries.GINI, yearly average (2006 preliminary)
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Social

Brazil faces huge social chal-

lenges, many of them dating from

the days of colonial slavery. The

government has expanded social

programs and created new ones in a

major effort to change the legacy of

history. There has been a great in-

crease in income transfer programs

and the main one, the monthly

“Family Support” program, now

reaches some 11 million families.

Among the results: rising HDI 

and falling inequality and infant

mortality. 

“In a country like Brazil, where

the social debt is so great, we must

find solutions for people, families

and even whole communities that

have been left out of the develop-

ment process and today lack the

qualifications to participate in the

labor market” – Social Development

Minister Patrus Ananias, July 2007.

Deaths in the first year, per 1,000 live births; 2006, 2007 extrapolation

INFANT MORTALITY
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10%

Km2 cleared per year*

PROTECTING THE AMAZON
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Source: INPE
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nd 1 Rio’s land-
mark

Christ Re-
deemer statue
was voted one
of the seven
wonders of the
modern world,
ranking along-
side the Great
Wall of China,
the Taj Mahal,
Petra (Jordan),
Machu Pichu
(Peru), the
Chichen Itza
pyramid (Mexi-
co), and the
Rome Colise-
um. The 38-
meter soap-
stone covered
concrete statue
was build 1931.
Local officials
said they
hoped the
recognition
would boost
foreign visitors
by 2 million a
year.

2 Gisele
Bundchen

– reputedly the
world’s high-
est-paid model
– needs no in-
troduction to
followers of
fashion, but in
2007 she made
it onto the fi-
nancial pages
after sending
shivers
through world
currency mar-
kets for report-
edly saying she
wanted to be
paid in euros,
not dollars, be-
cause of the
declining value
of the green-
back.

3 AC Milan’s
25-year-

old attacking
midfielder
Kaka was
widely ac-
claimed the
best footballer
in the world in
2007, by both
fellow players
and critics. Spe-
cialist maga-
zine France
Football
awarded him
the annual
“Golden Ball”
trophy after he
polled 444
votes, against
277 for second-
placed Cris-
tiano Ronaldo
of Manchester
United.

4 Brazil’s
Volleyball

Team clinched
a second
straight World
Cup title oust-
ing host nation
Japan 3-1, so
guaranteeing a
coveted berth
at the 2008
Olympics and
the chance to
defend that
title as well.
The team also
holds the
World League
title since 2002.

6 Women’s
football is

only just taking
off in Brazil,
but 21-year-old
Marta and 22-
year-old Cris-
tiane have
built stunning
careers in Eu-
rope. Marta is
current holder
of the FIFA tro-
phy for the
world’s best
woman player,
while Cristiane
was a first-time
nominee.

5 Swimmer
Thiago

Pereira set a
25-meter-pool
world best of 1
minute 53.14
seconds for the
200 meters
medley at the
German stage
of the 2007
World Cup in
Berlin, shaving
17 hundredths
off US swim-
mer Ryan
Lochte’s record
and 1.71 off
the tourna-
ment record set
by Michael
Phelps in 2003.
“It was inde-
scribable, look-
ing up and see-
ing the new
world record
on the score-
board,” he
said.


