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Brazil: The Caricature-

e A slow-growing country since the
1970s, questionable candidate for
BRIC/BRICK status

e An Inflationary country
 Heavily dependent on oil imports

« The most unequal country in the world
INn terms of iIncome distribution
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Brazil: The Facts on

e Per capita real  Expected long-run
growth 1997-2007: per capita 10-year
— Brazil 14% growth
— China 130% — Brazil 70%
— India 64% — China 80%
— Korea 45% — India 120%
— Mexico 23% — Korea 30%
— Russia 81% — Mexico 61%

— Russia 35%
— Argentina 17%
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Brazil: The Facts on Gr

 Yes, growth has been slower than in other
members of the Trillion Dollar Club, but the
comparison period includes the lost half-
decade in Latin America.

e Despite recent fast growth in Argentina, a
longer comparison suggests little
difference between the two.

 Looking forward, Brazil’s expected growth
IS In the middle of the range.

* Main constraint on faster growth is low
investment due to high interest rates
(Rodrik/Hausmann agree).
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Brazil: The Facts on In

e Since stabilization via the Real Plan in 1994, Brazil
has been a relatively low-inflation country.

 Like Germany after 1923 hyperinflation, experience
with the world’s longest-running high inflation in
history has inoculated Brazil against repetition

e Consequence: The Brazilian central bank targets
Inflation (4.5%), has raised interest rates, now has
the tightest monetary policy of any major country [i =
13.75% (Selic) and inflation = 6%)].
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Brazil: The Facts on E

 Brazil is already essentially self-sufficient
due to increased oil production and its
economically-efficient production of alcohol
from sugar.

« Recent discovery of a large (but difficult to
exploit) field of offshore oil beneath a bed of
salt

* Likely creation of a new state company to
contract oil production, sell the product, and
Invest the proceeds

 Brazil will be a major oil exporter, with
Norway as the precedent.
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Brazil: The Facts on Inco
Distribution

 Gini down to less than 0.53 in 2007, the
lowest since 1981 (over 0.6 in early 1990s)

« Formal-sector employment is increasing (and
iInformal employment falling)

« Much credit for the improving (but still bad)
Income distribution belongs to Bolsa-
Familia, but 5% (double last year’s rate) of
the applicants have been challenged as too
prosperous.
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Brazil: Short-Run Out

e Growth still strong (c. 6%)
» Little prospect of major spillover from crisis

e Inflation forecasts are only mildly above
target

 Imminent possibility of again addressing
structural problems by reducing interest
rates

* |Incidental advantage of addressing
overvaluation of real
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