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• The USD3.8 billion surplus registered by the current account balance in May 2021 fell short of our estimate 

(USD4.6 billion) on the heels of higher-than-expected import outlays and equipment rental payments. 

Nonetheless, this shortfall did not lead to any changes in the current account balance improving trend since 

1Q20.  

• The volume of direct investments in the country (DIC) was also below our expectation (USD1.2 billion vs. 

USD2.5 billion, respectively), implying a downward bias to our 2021 forecast (currently at USD64.7 billion). 

• However, external financing needs continued to be easily met, as foreigners’ acquisitions of domestic financial 

assets registered another sizeable net inflow last month (USD6.0 billion), with fixed-incomed bonds accounting 

for half of the operations (a response to the monetary tightening cycle launched in March 2021, in our view). 

• Conversely, Brazilians have also continued to send their money abroad, with acquisitions of foreign financial 

assets reaching USD2.9 billion—the highest figure since September 2017 and indicating, in our view, persistent 

doubts about economic policy in the country, especially on the fiscal front. 

• All in all, we continue see the Brazilian balance of payments soundly situated, insulating the country from the 

uncertainties stemming from the fiscal front. Nonetheless, we also continue to call attention to continued outflow 

from domestic investors. 

 

The USD3.8 billion surplus registered by the Brazilian current account balance in May 2021 fell short of our 

estimate (USD4.6 billion) but was in line with the market median forecast (USD3.8 billion), on the heels of more 

imports than indicated by Foreign Trade Secretariat data and larger equipment rental payments than suggested 

in the Brazilian Central Bank’s (BCB) schedule. Despite being smaller than expected, the outcome did not alter 

the current account balance’s improving trend of late, which we expect to continue in the coming months. On 

a 12-month-to-date basis, the current account deficit reached USD8.4 billion in May 2021, compared with an 

imbalance of USD65.2 billion a year ago and better than the USD24.1 billion deficit observed in December 

2020. Moreover, the annualized average of the last three months in seasonally adjusted terms (3MMA-saar) 

also points to the continuation of an improving trend (USD0.9 billion deficit from USD15.9 billion in April 2021). 

Hence, we maintain our view that the Brazilian external position is likely to remain off of sources of concerns. 

In addition to favorable signs for the current account balance, we also saw continued improvement in key 

resources that fund Brazil’s external financing needs. Although lower than our estimate (USD1.2 billion versus 

USD2.5 billion), lower DIC was offset by a sizeable volume of foreigners’ acquisitions of domestic financial 

assets (USD6.0 billion), leading to 12-month-to-date total of USD41.8 billion and showing that Brazilian external 

financing needs continued to be easily met with different types of funding sources, thus indicating not only 

greater international investor confidence in Brazil’s economic outlook but also a tighter monetary policy than 

previously seen. 
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Figure 1: Current Account Balance 

(USD billion, 12M-to-date) 

Figure 2: Current Account Balance vs Direct 

Investments in the Country (USD billion, 3MMA-saar) 

  
Sources: Brazilian Central Bank, Santander Sources: Brazilian Central Bank, Santander. 

 

In direct contrast to positive foreign inflow, Brazilian’s steadily increasing acquisition of foreign financial assets 

has continued to call our attention recently, with May’s USD2.9 billion reading marking the seventeenth 

consecutive month of increased purchases abroad. We believe this rising number can be attributed to the 

widening gap between the surpluses in the shipped trade balance and their financial settlement, though we 

emphasize that this is just one component, as the gap is currently close to USD50.0 billion. Nonetheless, we 

believe it signals that a portion of that money may never return, even with the prospects for higher interest 

rates on the horizon. 

Figure 3: Foreigners’ Acquisitions of Brazilian 

Financial Assets (USD billion, 12M-to-date) 

Figure 4: Brazilian Portfolio Investments Offshore 

(USD billion, 12M-to-date) 

  
Sources: Brazilian Central Bank, Santander. Sources: Brazilian Central Bank, Santander. 

 

All in all, we believe that the dynamics of the Brazilian balance of payments remain fairly constructive, with the 

current account balance on an improving trend and with plenty of funding sources for an eventual deficit. 

However, the fact that Brazilian citizens are seeking financial assets abroad notwithstanding the prospect for 

higher yields on the domestic front is a yellow light that we will need continuous and close monitoring. 
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