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GLOBAL LIQUIDITY IS STILL HIGH, 
BUT THE GLOBAL ECONOMY WILL 

WITNESSES THE START OF THE 
NORMALIZATION IN INTEREST 

RATES IN THE NEXT 18 MONTHS 
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Under excessive global liquidity investors should be cautious in leaning against 
“the trend” but prices seem stretched everywhere 
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But the US economy has reduced its weaknesses and is already recovering 
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With the rebound, interest rates in US will probably start to rise in 2015   
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China: moving toward a slower, but more balanced growth. Beware metals short 
term, but food consumption should rise above trend 
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LATIN AMERICA WILL BE AFFECTED BY 
RISING US RATES, BUT THE 

CONSEQUENCES ARE MUCH SOFTER 
THAN IN THE PAST 

 
 



8 

Focus on domestic demand has created a challenging environment for the 
manufacturing industry and contributed to a widening current account deficit 
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To some extent, the growth story is already adjusting, but normalization will have 
to take place in interest rates. 
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Overall, foreign direct investment is key for the region, international reserves are 
a safeguard and, on a relative basis, the CAD is not that wide.  
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Latin America’s solvency and social ratios improved substantially recently, what 
means that this is not a credit crisis, but a regular business cycle adjustment 
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BRAZIL: CYCLICAL ADJUSTMENTS 
DON’T CLOUD THE GREAT 
OPPORTUNITIES AHEAD 

 
 



What about Brazil? Brazil has a myriad of opportunities and problems due to two 
big issues: CONSUMPTION AND INVESTMENT 

112,5

138,8

95
100
105
110
115
120
125
130
135
140
145

Wages and Productivity 
(Average 2004=100)

Wages

Productivity

15,2%

14,0%

18,0%

14,4%

17,0%

12,7%

19,0%
18,3%

19,5%

17,7%

12%
13%
14%
15%
16%
17%
18%
19%
20%

20
00

.I

20
01

.I

20
02

.I

20
03

.I

20
04

.I

20
05

.I

20
06

.I

20
07

.I

20
08

.I

20
09

.I

20
10

.I

20
11

.I

20
12

.I

20
13

.I

20
14

.I

Investment and Saving rate
(% of GDP)

Saving rate Investment rate

5,9%

4,2%

5,3%

7,3%

4,9%

6,7%

5.9%

6,6%

6,3%

1,5%

2,5%

3,5%

4,5%

5,5%

6,5%

7,5%

ja
n/

09
ab

r/
09

ju
l/0

9
ou

t/
09

ja
n/

10
ab

r/
10

ju
l/1

0
ou

t/
10

ja
n/

11
ab

r/
11

ju
l/1

1
ou

t/
11

ja
n/

12
ab

r/
12

ju
l/1

2
ou

t/
12

ja
n/

13
ab

r/
13

ju
l/1

3
ou

t/
13

ja
n/

14
ab

r/
14

ju
l/1

4
ou

t/
14

CPI: IPCA 
YoY (%)

Source: IBGE, BRAM

Forecast



Deterioration in external accounts and the level of the real exchange rate indicates 
that the currency should depreciate in coming months 
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On the fiscal side, challenges account for a larger government saving and a 
change in credit composition 
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But moderation in credit growth is already in place and keeps the 
financial sector sound and solid in Brazil 
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Real Yields in Brazil offer e very attractive investment opportunity and they 
should persist between 5% and 7% in coming years 

17 
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WHERE ARE THE OPPORTUNITIES? 
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There’s room for a convergence in per capita income in the Region, boosting 
trade, credit and reforms 
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Infrastructure is a key opportunity everywhere 
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Latin America’s food industry will also play a key role in the global landscape 

Source: Global Harvest Initiative, 2013 GAP Report  
Global Agricultural Productivity Report), 
www.globalharvestinitiative.org 
 
*TFP measures the efficiency with which all the 
components of production are used, rather than 
relying on land expansion or increased use of 
irrigation, fertilizer, pesticides, and machinery. 
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Change in Unemployment Rate (2008 / 2013) Labor Force
2008 2013 Change (p.p.) (millions)

Turkey 12,7 9,6 -3,1 36,0
Brazil 6,8 4,3 -2,5 98,5
Russia 7,8 5,6 -2,2 65,4
Peru 7,8 5,7 -2,1 12,9
Indonesia 8,1 6,3 -1,8 111,3
Colombia 10,9 9,7 -1,2 20,4
Germany 7,7 6,8 -0,9 34,7
Mexico 4,3 4,3 -0,1 51,5
Hungary 8,0 9,1 1,1 4,3
Australia 4,6 5,9 1,3 9,8
USA 5,8 7,4 1,6 136,4
South Africa 21,9 24,1 2,2 20,6
Source: Bloomberg, BRAM calculations

Growth forecast for EM weakened, but job creation and the consumption 
market is still very important 
 

2.0

4.0

6.0

8.0

10.0

12.0

14.0

Ja
n-

05

Ju
l-0

5

Ja
n-

06

Ju
l- 0

6

Ja
n-

07

Ju
l-0

7

Ja
n-

08

Ju
l-0

8

Ja
n-

09

Ju
l-0

9

Ja
n-

10

Ju
l-1

0

Ja
n-

11

Ju
l-1

1

Ja
n-

12

Ju
l-1

2

Ja
n-

13

Ju
l-1

3

Ja
n-

14

Unemployment Rate (%)

Mexico Chile Colombia Brazil Peru
Source: Bloomberg

2,717.2

1,518.9

1,091.8
996.4

809.2
628.3 588.5 529.1

293.1 252.0 203.7 161.5 152.9

0

500

1000

1500

2000

2500

3000

CH
N

BR
A

RU
S

IN
D

M
EX

KO
R

TU
R

ID
N

TW
N

ZA
R

TH
A

H
KG

M
YS

Consumption - Emerging Markets
2012 (US$ Billions)



0

1

2

3

4

5

6

7

Education Expenditure
(2007 - 2011, % GDP)

LATAM

Source: World Bank, BRAM

CEEMEA DEVELOPED

2
4
6
8

10
12
14
16
18
20

Health Expenditure
(2008 - 2012, %GDP)

Source: World Bank, BRAM

LATAM CEEEMEA

DEVELOPED

Social improvements brought a lasting transformation of the Brazilian economy, 
but quality of education and health (improving efficiency) is key 
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Thank You 

The opinions, estimates and forecasts shown in this report are based on our judgment and 
subject to change without prior notice, as are perspectives for financial markets, which are 
based on current market conditions. We believe the information shown here is reliable, but 
do not guarantee its accuracy and advise that it may be shown in a summarized manner. This 
material is not intended to be an offer or request to buy or sell any financial instrument. 
BRAM - Bradesco Asset Management is the fund management company of Banco Bradesco 
S.A. BRAM - Bradesco Asset Management - All rights reserved 
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