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e Although smaller than our estimate (USD6.5 billion), the USD5.7 billion surplus registered by the Brazilian
current account in April 2021 continued to hint at a positive result for the year as a whole, as the deficit
on a 12M-to-date basis receded to USD12.4 billion last month from USD17.9 billion in the previous
reading and reached nearly half of the USD24.1 billion imbalance of 2020. We estimate the current
account balance to register a USD4.9 billion surplus in 2021.

e Regarding the financial account, while the volume of direct investments in the country (DIC) also fell short
of our estimate (USD3.5 billion versus USDA4.9 billion, respectively) in April 2021, the volume of foreign
purchases of Brazilian financial assets on the domestic market returned to the positive camp (USD2.8
billion) last month, after having registered an outflow in the previous release.

e However, the (steady and increasing) volume of Brazilian acquisitions of foreign financial assets is an
aspect that has called our attention, as it was the sixteenth month in a row that we withessed domestic
investors sending money abroad.

e Allin all, we continue see the sturdiness of the Brazilian balance of payments as an insulating factor against
uncertainties stemming from the fiscal front, but the outflow of domestic investors lit a (tiny) yellow light.

The USD5.7 billion surplus registered by the Brazilian current account balance in April 2021 fell short of our
estimate (USD6.5 billion) as well as of the market median forecast (USD6.1 billion) on the heels of larger
imports than indicated by data of the Foreign Trade Secretariat and bigger interest payments than suggested
by the schedule provided by the Brazilian Central Bank. Despite being smaller than expected, the outcome did
not alter the improving trend that the current account balance has shown of late and that we expect to continue
in the coming months. On a 12-month-to-date basis, the current account deficit reached USD12.4 billion in
April 2021, which is nearly half of the level observed in December 2020 (USD24.1 billion) and also below the
USD17.9 imbalance seen in the previous reading. What's more, the annualized average of the last three
months in seasonally adjusted terms (3MMA-saar) has also pointed to the continuation of an improving trend
(USD14.5 billion deficit from USD46.5 billion in March 2021). Hence, we keep our view that the Brazilian
economy is likely to register a current account surplus in 2021—we forecast a USD4.9 billion surplus for this
year as a whole.

In addition to the current account balance’s favorable signs, we also saw continued improvement in key
resources that fund Brazil's external financing needs. Although lower than our estimate (USD3.5 billion versus
USD4.9 billion), the volume of direct investments in the country (DIC) continued to follow a rising trend on both
a 12M-to-date basis as well as on a 3MMA-saar one. In the former metric, DIC totaled USD41.2 billion while
the latter indicated a fairly high volume of USD92.0 billion, thus buttressing the perception that the Brazilian
current account balance faces rather comfortable sources to fund an eventual deficit.
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Figure 1: Current Account Balance Figure 2: Current Account Balance vs Direct

(USD billion, 12M-to-date) Investments in the Country (USD billion, 3SMMA-saar)
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Sources: Brazilian Central Bank, Santander Sources: Brazilian Central Bank, Santander.

On top of the steady flow of direct investments in the country, another piece of good news regarding the
financial account was the return of the net flows of foreigners’ acquisitions of Brazilian financial assets in the
domestic market to the positive camp after a negative in the March 2021. Foreign investors acquired USD2.8
billion in the domestic market, thus more than offsetting the USD1.3 billion sale of Brazilian financial assets
abroad. In our view, the outcome reinforces our perception that the solution of the stalemate related to the
federal budget for 2021 could be a trigger for the return of foreigners to the domestic market. Incidentally,

preliminary data provided by the Brazilian Central Bank indicate that we should see another sound volume of
foreigners’ acquisitions in May 2021.

In the opposite direction, one thing has called our attention recently —that is the steady upward trend registered
by the volume of Brazilian acquisitions of foreign financial assets, with the USD2.3 billion reading of April 2021
being the sixteenth month in a row of purchases abroad. We think the figure can be related to the widening
gap observed between the surpluses in the shipped trade balance and its financial settlement, but just a part
of it, as the gap is currently close to USD50.0 billion. However, we believe it signs that part of that money may
not return even with the prospects for a higher interest rate level on the horizon.

Figure 3: Foreigners’ acquisitions of Brazilian Figure 4: Brazilian Portfolio Investments Offshore
financial assets (USD billion, 12M-to-date) (USD billion, 12M-to-date)
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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 its way for registering a surplus in 2021 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 to follow more closely
from now on.
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