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2020 MACRO OUTLOOK

Negative impacts of Covid-19 continue to grow, and the world economy converges to a 
recession

Chinese economy shows improvement, but will be weighed down by global activity going 
forward

Governments and Central Banks act to accommodate the shock to the economy; but global 
growth continues to be revised downwards

Brazil: We have revised our forecast for growth to a -2.6% to -4.7% range, reflecting the
high level of uncertainty regarding related to the epidemic’s mitigation policies

We believe the BCB will cut interest rates again to 3.25%, where it should end the year



Covid-19

Source:  OMS, Bocom BBM

Epidemic advances in Brazil and in the rest of the world
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Covid-19: China

PMIs recover on March, but the Chinese economy will be weighed down by global activity going forward

Source: CEIC, Bocom BBM
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Covid-19: Global Growth

Source:  OECD

Global growth should be below 2019, reflecting the impact of the epidemic on consumption and
production chains
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Covid-19: USA

FED cut rates to zero again, and strenghtens asset buying schemes

Source:  FED St Louis



Covid-19: USA

Source:  FED St Louis

FED cut rates to zero again, and strenghtens asset buying schemes



Covid-19: USA

Source:  FED St Louis

But the hit to activity, particularly the job market, is already quite deep



GLOBAL INTEREST RATES

Source:  Bloomberg, BOCOM BBM

Interest rates will remain at extremely low levels for the coming quarters
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BRAZIL: FORECASTS

Source: BOCOM BBM

ECONOMIC FORECASTS 2015 2016 2017 2018 2019 2020F 2021F

GDP Growth (%) -3,5% -3,3% 1,3% 1,3% 1,1% -2.6% to -4.7% 4% to 5.2%

Inflation (%) 10,7% 6,3% 2,9% 3,7% 4,3% 1.8% to 2.2% 3.1% to 3.3%

Unemployment Rate, SA (%) 9,6% 12,6% 12,4% 12,2% 11,7% 12% to 13.5% 11.5% to 12.5%

Policy Rate (%) 14,3% 13,8% 7,0% 6,5% 4,5% 3,3% 5,0%

Trade Balance (US$ bn) 20 48 67 53 39 33 to 40 40 to 46

Current Account Balance (US$ bn) -59 -23 -10 -42 -51 -40 to -45 -45 to -50

Current Account Balance (% of GDP) -3,3% -1,3% -0,7% -2,2% -2,8% -2,2% to -2,7% -2,2 to -2,5%

Fiscal Primary Balance (% of GDP) -1,9% -2,5% -1,8% -1,6% -0,9% -6.5% to -7.5% -1.5% to -2.5%

Government Gross Debt (% of GDP) 66,2% 69,4% 73,7% 77,2% 75,9% 83% to 86% 82% to 85%

Fiscal Policy

External Accounts



Optimistic Scenario: Lockdowns end in April; negative impacts on May and June, moderate recovery in Q3

Pessimistic Scenario: Lockdowns extended until June, with negative effects on demand ongoing over Q3

Brazil: Growth scenarios

Source: BOCOM BBM

2020 growth Optimistic Pessimistic

Agriculture -1,5% -1,7%

Industry -3,7% -4,0%

Services -1,5% -4,8%

GDP -2,6% -4,7%



Brazil: Growth scenarios

Source: BOCOM BBM
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BRAZIL: LABOR MARKET

Source: BOCOM BBM

Unemployment rate will go up
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BRAZIL: MONETARY POLICY

Source: BCB, BOCOM BBM

Selic rate will probably be cut to 3.25%, where we expect it to remain till yearend
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BRAZIL: INFLATION

Source: BCB, BOCOM BBM

Falling gasoline prices will help to keep inflation low

IPCA Administred
Non-

Regulated
Services

Food-at-

Home

Industrial 

Products
Output-Gap

19 Q1 4,6% 6,3% 4,0% 3,6% 8,7% 1,4% -2,4%

19 Q2 3,4% 3,7% 3,2% 4,0% 4,1% 1,5% -2,0%

19 Q3 2,9% 2,9% 2,9% 3,6% 3,8% 1,2% -1,6%

19 Q4 4,3% 5,5% 3,9% 3,5% 7,8% 1,7% -1,2%

20 Q1 3,4% 4,5% 3,0% 3,0% 5,4% 1,7% -1,6%

20 Q2 2,8% 0,3% 3,6% 3,0% 8,3% 1,9% -3,2%

20 Q3 2,9% 0,1% 3,9% 3,2% 9,0% 1,8% -3,7%

20 Q4 2,1% -0,1% 2,9% 3,0% 4,7% 1,7% -3,5%

21 Q1 2,5% 0,6% 3,1% 3,7% 4,3% 1,4% -3,0%

21 Q2 3,1% 3,8% 2,9% 4,0% 3,1% 1,0% -1,6%

21 Q3 3,3% 4,3% 3,0% 4,1% 3,5% 1,0% -0,7%

21 Q4 3,3% 3,5% 3,3% 4,4% 4,2% 0,8% -0,4%

Potential GDP growth: 1,5% in 2020 and 1,5% in 2021

Baseline Scenario

EOY USD/BRL: 4,75 in 2020, 4,25 in 2021

GDP Growth: -0,7% in 2020, 4,6% in 2021



BRAZIL: INFLATION

Source: BCB, BOCOM BBM

Inflation should remain contained and below the target midpoint
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BRAZIL: DEBT DYNAMICS

Source: BCB, BOCOM BBM

Fiscal measure to mitigate economic fallout will induce a sharp rise in Debt/GDP ratio

It is essential to keep the fiscal deterioration contained to 2020
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BRAZIL: DEBT DYNAMICS

Source: BCB, BOCOM BBM

Decline in interest rates is an important source of improvement to debt dynamics

5,21%

5,60%

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

20%

Jan-08 Mar-09 May-10 Jul-11 Sep-12 Nov-13 Jan-15 Mar-16 May-17 Jul-18 Sep-19

Interest Payment (12m % GDP)

Interest Payment Selic (Average 12m)



BRAZIL: TRADE

Source: BCB, BOCOM BBM

Trade balance will should continue to feel the negative impacts from decelerating trade partners
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BRAZIL: Trade Balance

Source: BCB, BOCOM BBM

Decrease in commodity prices and demand could press down trade surplus
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ADDRESSES

www.bocombbm.com.br
Ombudsman | Phone.: 0800 724 8448 | Fax: 0800 724 8449

E-mail: ouvidoria@bocombbm.com.br

Rio de Janeiro, RJ 

Avenida Barão de Tefé, 34 – 20th and 21st floors

Zip Code 20220-460 
Tel.: +55 (21) 2514-8448 
Fax: +55 (21) 2514-8293 

São Paulo, SP 
Av. Brigadeiro Faria Lima, 3311 – 15th floor
Zip Code 04538-133 
Tel.: +55 (11) 3704-0667 +55 (11) 4064-4867 
Fax: +55 (11) 3704-0502 

Salvador, BA 
Rua Miguel Calmon, 398 – 2nd floor 
Zip Code 40015-010 
Tel.: +55 (71) 3326-4721 +55 (71) 3326-5583 
Fax: +55 (71) 3254-2703 

Nassau, Bahamas 
Shirley House | Shirley House Street, 50, 2nd floor 
P.O. N-7507 
Tel.: (1) (242) 356-6584 
Fax: (1) (242) 356-6015

This presentation was prepared by Banco BOCOM BBM. The information contained herein should not be interpreted as
investment advice or recommendation. Although the information contained herein was prepared with utmost care and
diligence, in order to reflect the data at the time in which they were collected, Banco BOCOM BBM cannot guarantee the
accuracy thereof. Banco BOCOM BBM cannot be held responsible for any loss directly or indirectly derived from the use of
this presentation or its contents. This report cannot be reproduced, distributed or published by the recipient or used for
any purpose whatsoever without the prior written consent of Banco BOCOM BBM.


