Spotlight On Brazil
How Reforms and Stability Are Paving the Way for
Global Growth
The following article is based on The Bank of New York Mellon Treasury Services’
Web seminar, “Spotlight On Brazil.” Presented by Nadia S.L. Morandier, The Bank of
New York Mellon country Manager and senior representative, Sao Paulo, Brazil. The
session was part of our 2008 “Trading Places” Web conference series that offers
commentary from our experts on international trade issues and the countries
considered hotbeds of today’s global commerce. The series is available online at
https://www.bnymellon.com/treasuryservices/webcasts/trade/login.cfm.
While Brazil’s economic growth has been slower than that of more widely recognized
emerging markets, such as Russia, China and India, the country is quickly becoming a major
player in the global marketplace. Its significant social, economic and political turnaround
since 2003 has been due, in large part, to wide-sweeping reforms that have affected all
facets of its national constitution. As a result, the economy is seeing an upswing across
almost all sectors, and is particularly reaping the benefits of rising hard and soft commodity
prices.
Domestic consumer spending is rising, as are the industries that offer consumer products
and services. And, the success of Brazil’s economic reforms of the early 1990’s that have
led to the taming of rampant inflation, stability of its political and banking systems and the
strength of its capital markets predict solid and continued international growth across all
sectors into the future.

A Refurbished Economy
Geographically the largest nation in South America and fifth largest in the world, Brazil’s
immediate social and economic challenges are not unlike those in other emerging markets.
But while it faces wide-ranging issues related to poverty and education, as well as legal and
regulatory concerns common to an emerging market, the country is well into an economic
turnaround.
Since the early nineties, numerous significant social and economic reforms have spurred
this growth, including:
•

privatization of numerous public companies;

•

establishing a floating exchange rate;

•

opening the economy to investment capital and foreign trade; and

•

formation of a fiscal responsibility/crimes law that requires fiscal planning, execution
and transparency at federal, state and municipal levels.
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Trade Finance
As more Brazilian companies become
international, Brazil has moved in step
with the world’s tendency in trade
finance: diminished use of letters of
credit in favor of open accounts.
Traditional bank-to-bank trade finance
continues, but tenors are increasing and
spreads have diminished.

An Emerging
Player
With the surge of growth in its markets,
built upon sound investments to its
social, political and economic fabric,
Brazil is well on its way toward making
the adjustments necessary to place
itself among the central players of
today’s global commerce. The next few
years will tell us much about whether
the country will harness this change to
reach its full potential.
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