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 The consolidated public sector posted a primary surplus of BRL12.9 billion in September, beating our 

forecast (+BRL6.0 billion) and the market’s median estimate (+BRL1.7 billion). This was the best result for 

September since 2010. The main surprise (again) was regional governments’ primary surplus of BRL10.9 

billion, compared to our estimate of +BRL7.0 billion.  

 In YTD terms, with the positive surprise for regional governments, the public sector achieved a surplus of 

BRL14.2 billion (0.22% of GDP) in September, compared to a BRL635 billion (11.7% of GDP) deficit in 

2020, affected by the massive fiscal stimulus in 2020, and vs. -BRL42.5 billion (-0.7% of GDP) in 2019. The 

regional governments’ surplus continues to register positive primary results, boosted by the one-off 

concession revenue recorded in August and the inflation effect, reaching an all-time high in real terms and 

as a percentage of GDP.  

 For the central government, September’s result was the best for the month since 2012, and it was the first 

primary surplus for September in nine years. The results continued to be “helped” by the price shock’s 

impact on revenue, and in September we also observed an increase in commodity-related revenue. On the 

expenditure side, the main highlights were: (i) extraordinary budget item related to the pandemic (BRL13.2 

billion); (ii) discretionary expenditures (BRL10.5 billion).  

 In the coming months, we expect the central government’s fiscal results to be affected by higher 

discretionary spending and the maintenance of extra-cap (COVID-19) spending close to BRL13 billion. On 

the revenue side, we expect positive results, especially driven by the inflation effect and higher oil prices. 

 In September, we continued to witness a rise in the interest account, which reached BRL55.0 billion in the 

month, compared to BRL38.9 billion in September 2020. The result was affected by both higher inflation 

numbers and the Selic rate, leading to a rise in the cost of debt. In 12-month terms, the nominal deficit 

reached 4.8% of GDP in September, compared to 5.6% in August and 6.8% in July. 

 Debt indicators registered mixed results. Gross debt reached 83.0% of GDP in September, a rise of 0.3 pp 

from the August reading—on the heels of the increase in nominal interest payments. Meanwhile, net debt 

was 58.5% of GDP, 0.8 pp lower on the same basis of comparison, mainly due to a more depreciated  

FX rate. 

 According to our forecasts, the consolidated public sector deficit will likely reach BRL45 billion in 2021 (0.5% 

of GDP), with a slightly positive bias driven by the recent increase in oil prices and the positive surprise  

from regional governments. In our view, we cannot rule out a primary surplus this year, given potential 

further surprises from the effects of inflation, along with higher dividends and tax payments from companies 

related to the commodity sector. However, we expect higher expenditures next year, implying a higher 

estimated deficit. 

 We expect gross debt to fall this year to 81.2% of GDP, however, assuming higher nominal GDP with an 

18% increase in 2021 (driven by the price shock). Finally, we expect the BNDES to repay the Treasury a 

total of BRL100 billion, though we see increasing risks that part of this payment could be postponed to 2022 

or beyond. 
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According to data published today by the BCB, the consolidated public sector posted a primary surplus of 

BRL12.9 billion, beating our forecast (+BRL6.0 billion) and the market’s median estimate (+BRL1.7 billion). 

This was the best result for September since 2010. In YTD terms, considering the surprising results for regional 

governments, the public sector reached a primary surplus of BRL14.2 billion (0.22% of GDP) in September, 

compared to a deficit of BRL636 billion (11.7% of GDP) in September 2020, affected by a massive fiscal 

stimulus during that year, and compared to -BRL42.5 billion (0.77% of GDP) in 2019.   

In the 12-month reading, the primary deficit reached BRL52.9 billion (0.6% of GDP) in September, compared 

to BRL130.3 billion (1.6% of GDP) in August, maintaining a downward trajectory after a sharp reduction in the 

fiscal stimulus in 2021 vs. 2020 (close to 9.4% of GDP summing up both years). Considering all the expenses 

(even those not considered in the calculus of the fiscal rules—the constitutional spending cap and primary 

target), we estimate that the consolidated public sector deficit could reach BRL45 billion in 2021 (0.5% of GDP). 

In our view, we cannot rule out a primary surplus this year, given potential further surprises from the effects of 

inflation, along with higher dividends and tax payments from companies related to the commodity sector. 

However, we expect higher expenditures next year, implying a higher estimated deficit. The primary result 

could be better if the impact of the commodity boom on revenue is more substantial than we currently expect. 

The recent increase in oil prices and in regional governments’ results in September implies a positive bias. 

In September, we continued to witness an increase in the interest account, which reached BRL55.0 billion, 

compared to BRL38.9 billion for the same month in 2020. The result was affected by higher inflation and a 

higher Selic rate, leading to a rise in the cost of debt at the margin. The 12-month nominal deficit was BRL405 

billion (4.8% of GDP) in September, dropping from BRL466 billion (5.6% of GDP) in August. We expect the 

nominal deficit to be close to 5.5% of GDP by the end of the year, but we estimate it will increase to higher than 

8.0% of GDP in the coming years due to the higher Selic rate. 

Figure 1 – Consolidated Public Sector Result Figure 2 – Nominal Interest Result – BRL billion  

  

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

 

In September, regional governments continued to show positive primary results (a surplus of BRL10.4 billion 

compared to a surplus of BRL9.9 billion in September 2020, although it is worth remembering that the federal 

government transferred BRL21.3 billion to regional governments in September 2020, boosting the monthly 

result). Also in September, there was elevated one-off revenue (BRL15 billion) associated with a payment from 

a public water company concession in Rio de Janeiro state that occurred in April. This higher revenue (one-

off) could imply higher expenditures ahead, in our view. In addition, we think the recent results were likely 

affected by the lagged effects of the 2020-21 fiscal stimulus on local economies, added to the impact of the 

price shock (terms-of-trade and inflation) on tax collection—and the activity recovery (formal sector) in the last 

few months.  

In the YTD reading, regional governments posted a primary fiscal surplus of BRL93.8 billion (1.12% of GDP) 

and BRL96.9 billion in real terms in the last 12 months, an all-time high. In our view, subnational entities should 

continue to present positive results in the short run. Our forecast for 2021 is for a surplus of BRL65 billion, but 

regional governments’ surplus could exceed BRL80 billion this year.  However, in the coming period we believe 

that regional governments could face the challenge of reestablishing fiscal balance in the medium term after 

43.751.7 65.2
76.2

70.2 79.4

107.6

38.6
76.9

104.6
75.8 45.0

-15.3-8.4

-85.5-82.1
-59.3-42.5

-635.9

14.2

S
e
p

-0
2

S
e
p

-0
3

S
e
p

-0
4

S
e
p

-0
5

S
e
p

-0
6

S
e
p

-0
7

S
e
p

-0
8

S
e
p

-0
9

S
e
p

-1
0

S
e
p

-1
1

S
e
p

-1
2

S
e
p

-1
3

S
e
p

-1
4

S
e
p

-1
5

S
e
p

-1
6

S
e
p

-1
7

S
e
p

-1
8

S
e
p

-1
9

S
e
p

-2
0

S
e
p

-2
1

YTD in real terms - BRL Billion

237 251

540

394

284

352

200

250

300

350

400

450

500

550

600

S
e
p

-1
1

Ju
l-

1
2

M
a
y
-1

3

M
a
r-

1
4

Ja
n

-1
5

N
o

v
-1

5

S
e
p

-1
6

Ju
l-

1
7

M
a
y
-1

8

M
a
r-

1
9

Ja
n

-2
0

N
o

v
-2

0

S
e
p

-2
1



Santander Brazil Macroeconomic Research       Brazil Data Analysis October 29, 2021  
 
 

 

3 
 

 

the end of fiscal and monetary stimuli—mainly, in our view, because of pressure to increase mandatory 

expenditures in the next year (for example, pressure to increase public servants’ wages after years without a 

nominal increase). 

Figure 3 – Regional Governments – Primary Result Figure 4 – Regional Governments – Primary Result  

  

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

 

Additionally, according to National Treasury data published on October 28, the central government registered 

a primary surplus of BRL0.3 billion in September, better than our forecast (-BRL4.4 billion) and the market 

median estimate (BRL6.5 billion). September’s result was the best for the month since 2012 and was the first 

September primary surplus in nine years. The total result reached -BRL82.8 billion in YTD terms (fifth worst in 

the series since 1997). The 12-month reading is at BRL154.2 billion, or 1.8% of GDP, down from BRL236.2 

billion or 2.7% of GDP registered in August.   

In the month, total revenue rose 12.9% YoY, reflecting a positive federal tax collection result (boosted by the 

price effect and oil revenue). Total expenditure dropped 36.4% YoY, although we note that this is in comparison 

with the massive fiscal stimulus in 2020. Discretionary spending (BRL113 billion in 12 months) showed a 33.7% 

YoY real increase in September, while again registering a drop of 8.0% YoY in YTD terms. This result shows 

a “normalization” in these outlays after reaching an all-time low in May 2021 in 12-month terms. It is important 

to note that until April, the disbursement was only 1/18 of the budget for these expenses in 2021—since the 

final budget had not been approved. The expenditure (extra-cap) related to the pandemic totaled BRL13.2 

billion in September, mostly related to the payment of the Emergency Aid (~BRL8.2 billion).  

For 2021, we estimate a central government primary deficit of ~BRL110 billion (1.3% of GDP), with an upward 

bias related to higher oil prices and higher inflation. We believe that the primary deficit could be even smaller if 

the effect of the commodity boom is greater than we expect. For 2022, we have increased our primary deficit 

estimates on the heels of the recent debate regarding the increase in the new welfare program and also due 

to a compression in the budget for court-ordered debts. There is still considerable uncertainty about the 

estimates for the coming years, and we believe everything will depend on the impact of the fiscal legislation 

currently debated in Congress. In any event, we now expect a higher deficit next year compared to 2021. 

In addition, while we see the fiscal result becoming even more positive in the course of 2021, a surprise relative 

to our initial forecasts, there were some factors (possibly temporary) that helped boost the result on both the 

revenue and expenditure sides. The results occurred on the heels of atypically low discretionary expenses 

(owing to a tight execution rule before the approval of Budget 2021, approved in April), leading to depressed 

levels in the 12-month reading. We expect some increase in these expenditures due to the repressed demand 

for public services that could appear from 4Q21 onward. COVID-19-related extraordinary expenditures reached 

BRL109 billion YTD in October, although this amount was lower than the value registered YTD in October 2020 

(BRL470 billion). We are witnessing demand in Congress for extra expenditures, with the new welfare program, 

judicial claims, and other expenditures of about BRL70-100 billion for 2022, maintaining part of the fiscal 

stimulus post-pandemic. From a revenue standpoint, the price effect (higher inflation and favorable terms of 

trade) continued to “help” the fiscal result, and we observed extraordinary revenue of BRL31 billion through 
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September, compared to BRL5.3 billion in 2020, which is closely related to corporate restructuring and to IPO 

and M&A activities. By the end of the year these revenues could surpass BRL40 billion. 

Meanwhile, debt indicators showed mixed results. Gross debt reached 83.0% of GDP in September, an 

increase of 0.3 pp from August’s reading—on the heels of an increase in the interest account (+0.5 pp). 

Meanwhile, net debt was 58.5% of GDP, 0.8 pp lower on the same basis of comparison, affected by a more 

depreciated FX rate (-0.9 pp of impact). 

We expect gross debt to fall this year to 81.2% of GDP, however, assuming higher nominal GDP with an 18% 

increase in 2021 (driven by the price shock). Finally, we expect the BNDES to repay the Treasury a total of 

BRL100 billion, but we see increasing risks that part of this will be postponed to 2022 or beyond. 

Figure 5 – Primary Result (BRL billion) Figure 6 – Consolidated Public Sector (12m % GDP) 

  

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

Figure 7 – Primary Result Forecast (% GDP)              Figure 8 – Public Sector Debt (12m % GDP)  

 

  

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

 
 
 
 
 
 
 
 
 
 
 
 
 
 

-12.9
-0.7 -10.4 -1.8

-14.2

82.4

-92.1

-4.4

52.9

150.6

-93.8

-4

Public Sector Central Gov. Regional Gov. Public

Enterprises

Sep-21 Year 12-month

(-) Surplus
(+) Deficit

4.0%

1.6%

-0.8%

-9.4%

-0.6%

-3.8% -2.8%

-10.7%

-5.8%

-12.9%

-4.8%

-16%

-14%

-12%

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

2
0
0
3

2
0
0
4

2
0
0
5

2
0
0
6

2
0
0
7

2
0
0
8

2
0
0
9

2
0
1
0

2
0
1
1

2
0
1
2

2
0
1
3

2
0
1
4

2
0
1
5

2
0
1
6

2
0
1
7

2
0
1
8

2
0
1
9

2
0
2
0

2
0
2
1

Primary Balance Nominal Balance% GDP

-0.8 -1.2 -0.8
-0.4

0.1

-9.4

-3.0
-2.1

-1.6
-1.3 -1.0 -0.8-0.5 -1.3 -1.1

2019 2020e 2021e 2022e 2023e

Pre-Pandemic May-21 Scenario

Sep-21 Scenario Oct-21 Scenario

37.0%

41.5%

30.0%

54.2
55.3

50.7%

63.0%

58.5%

80.9%

56.7%
60.3%

52.6%

77.2 74.3%

89.1%

83.0%

25%

35%

45%

55%

65%

75%

85%

95%

2
0
0
2

2
0
0
3

2
0
0
4

2
0
0
5

2
0
0
6

2
0
0
7

2
0
0
8

2
0
0
9

2
0
1
0

2
0
1
1

2
0
1
2

2
0
1
3

2
0
1
4

2
0
1
5

2
0
1
6

2
0
1
7

2
0
1
8

2
0
1
9

2
0
2
0

2
0
2
1

H
u

n
d

re
d

s

Net Debt Gross Debt



Santander Brazil Macroeconomic Research       Brazil Data Analysis October 29, 2021  
 
 

 

5 
 

 

CONTACTS / IMPORTANT DISCLOSURES 
 
Brazil Macro Research 
Ana Paula Vescovi* Chief Economist anavescovi@santander.com.br 5511-3553-8567 
Mauricio Oreng* Head of Macro Research mauricio.oreng@santander.com.br 5511-3553-5404 
Jankiel Santos* Economist – External Sector jankiel.santos@santander.com.br 5511-3012-5726 
Ítalo Franca* Economist – Fiscal Policy italo.franca@santander.com.br 5511-3553-5235 
Daniel Karp* Economist – Inflation daniel.karp@santander.com.br 5511-3553-9828 
Tomas Urani* Economist – Global Economics tomas.urani@santander.com.br 5511-3553-9520 
Lucas Maynard* Economist – Economic Activity lucas.maynard.da.silva@santander.com.br 5511-3553-7495 
Felipe Kotinda* Economist – Credit felipe.kotinda@santander.com.br 5511-3553-8071 
Gabriel Couto* Economist – Special Projects gabriel.couto@santander.com.br 5511-3553-8487 
Gilmar Lima* Economist – Modeling gilmar.lima@santander.com.br 5511-3553-6327 

Global Macro Research 
Maciej Reluga* Head Macro, Rates & FX Strategy – CEE maciej.reluga@santander.pl 48-22-534-1888 

Juan Cerruti * Senior Economist – Argentina jcerruti@santander.com.ar 54 11 4341 1272 

Ana Paula Vescovi* Economist – Brazil anavescovi@santander.com.br 5511-3553-8567 

Juan Pablo Cabrera* Economist – Chile jcabrera@santander.cl 562-2320-3778 

Guillermo Aboumrad* Economist – Mexico gjaboumrad@santander.com.mx 5255-5257-8170 

Piotr Bielski* Economist – Poland piotr.bielski@santander.pl 48-22-534-1888 

Mike Moran Head of Macro Research, US mike.moran@santander.us 212-350-3500 

Fixed Income Research 
Juan Arranz* Chief Rates & FX Strategist – Argentina jarranz@santanderrio.com.ar 5411-4341-1065 

Mauricio Oreng* Senior Economist/Strategist – Brazil mauricio.oreng@santander.com.br 5511-3553-5404 

Juan Pablo Cabrera* Chief Rates & FX Strategist – Chile jcabrera@santander.cl 562-2320-3778 

Equity Research 
Miguel Machado* Head Equity Research Americas mmachado@santander.com.mx 5255 5269 2228 

Alan Alanis* Head, Mexico aalanis@santander.com.mx 5552-5269-2103 

Andres Soto Head, Andean asoto@santander.us 212-407-0976 

Claudia Benavente* Head, Chile claudia.benavente@santander.cl 562-2336-3361 

Walter Chiarvesio* Head, Argentina wchiarvesio@santanderrio.com.ar 5411-4341-1564 

Mariana Cahen Margulies* Head, Brazil mmargulies@santander.com.br 5511 3553 1684 

Electronic 
 

Bloomberg SIEQ <GO> 
Reuters Pages SISEMA through SISEMZ 

 

This report has been prepared by Santander Investment Securities Inc. ("SIS"; SIS is a subsidiary of Santander Holdings USA, Inc. 
which is wholly owned by Banco Santander, S.A. "Santander"), on behalf of itself and its affiliates (collectively, Grupo Santander) and 
is provided for information purposes only. This document must not be considered as an offer to sell or a solicitation of an offer to buy 
any relevant securities (i.e., securities mentioned herein or of the same issuer and/or options, warrants, or rights with respect to or 
interests in any such securities). Any decision by the recipient to buy or to sell should be based on publicly available information on 
the related security and, where appropriate, should take into account the content of the related prospectus filed with and available 
from the entity governing the related market and the company issuing the security. This report is issued in Spain by Santander 
Investment Bolsa, Sociedad de Valores, S.A. (“Santander Investment Bolsa”), and in the United Kingdom by Banco Santander, S.A., 
London Branch. Santander London is authorized by the Bank of Spain. This report is not being issued to private customers. SIS, 
Santander London and Santander Investment Bolsa are members of Grupo Santander. 
ANALYST CERTIFICATION: The following analysts hereby certify that their views about the companies and their securities discussed 
in this report are accurately expressed, that their recommendations reflect solely and exclusively their personal opinions, and that 
such opinions were prepared in an independent and autonomous manner, including as regards the institution to which they are linked, 
and that they have not received and will not receive direct or indirect compensation in exchange for expressing specific 
recommendations or views in this report, since their compensation and the compensation system applying to Grupo Santander and 
any of its affiliates is not pegged to the pricing of any of the securities issued by the companies evaluated in the report, or to the 
income arising from the businesses and financial transactions carried out by Grupo Santander and any of its affiliates: Ítalo Franca*. 
*Employed by a non-US affiliate of Santander Investment Securities Inc. and not registered/qualified as a research analyst under 
FINRA rules, and is not an associated person of the member firm, and, therefore, may not be subject to the FINRA Rule 2242 and 
Incorporated NYSE Rule 472 restrictions on communications with a subject company, public appearances, and trading securities 
held by a research analyst account. 
The information contained herein has been compiled from sources believed to be reliable, but, although all reasonable care has been 
taken to ensure that the information contained herein is not untrue or misleading, we make no representation that it is accurate or 
complete and it should not be relied upon as such. All opinions and estimates included herein constitute our judgment as at the date 
of this report and are subject to change without notice. 
Any U.S. recipient of this report (other than a registered broker-dealer or a bank acting in a broker-dealer capacity) that would like to 
effect any transaction in any security discussed herein should contact and place orders in the United States with SIS, which, without 
in any way limiting the foregoing, accepts responsibility (solely for purposes of and within the meaning of Rule 15a-6 under the U.S. 
Securities Exchange Act of 1934) for this report and its dissemination in the United States. 
© 2021 by Santander Investment Securities Inc. All Rights Reserved. 

 

mailto:maciej.reluga@santander.pl
mailto:anavescovi@santander.com.br
mailto:jcabrera@santander.cl
mailto:gjaboumrad@santander.com.mx
mailto:piotr.bielski@santander.pl
mailto:mike.moran@santander.us
mailto:jarranz@santanderrio.com.ar
mailto:jcabrera@santander.cl
mailto:asoto@santander.us
mailto:wchiarvesio@santanderrio.com.ar

