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e The US$5.4 billion trade surplus seen in July 2022 fell short of our (+US$7.7 billion) and the market
median estimate (+US$7.0 billion) and the outcome was lower than the US$7.4 billion surplus seen a
year ago. Although exports revenue exceeded our expectation (US$30.0 billion vs. US$27.1 billion),
imports outlays topped our estimate by alarger margin (US$24.5 billion vs. US$19.4 billion). This result
translated into a US$56.7 billion surplus on a 12-month basis vs. our expectation of a US$70.3 billion
trade surplus in 2022.

e Adjusting by seasonal factors, exports daily average revenue declined 8.4% MoM, thus having
maintained the seesaw pattern seen of lately, but still hovering at a high level. On the other hand,
imports outlays increased 4.1% MoM, which followed a 2.0% MoM sa expansion in the previous
reading. Based on these figures, the 3MMA-saar gauge implies a US$77.2 billion surplus in annualized
terms, which is higher than our forecast for this year, but lower than the level seen in the prior release.

e In our view, the increase in imports outlays in the recent months has been associated with a faster
economic pace than anticipated—which has spurred high volume of purchases—but also with much
higher prices of products that the country buys (e.g., fertilizers). As we expect lagged effects of the
monetary policy to materialize ahead, we think the volume of imports may subside in the coming
months. On the other hand, exports revenue has been hit by the accommodation seen in prices of
main products (e.g., iron ore), as the volume of sales continues to run high—a backdrop that implies
larger monthly surpluses in the coming readings.

e All in all, notwithstanding what we expected, we believe data related to July’s trade balance should
contribute to markets continuing to have a constructive view on the soundness of the Brazilian
external position.

Figure 1 — Trade Balance Figure 2 — Trade Balance
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In our view, the lower-than-anticipated trade surplus seen in July 2022 should not change the constructive view
that markets have on the soundness of the Brazilian external position. We think the strength shown by imports
outlays recently has partially stemmed from the faster-than-expected economic pace of the Brazilian economy
in the initial months of 2022, which has led to an increase in the volume of purchases abroad. However, another
important contribution has come from higher prices of products that the country buys. For example, on top of
a 16.0% increase in the volume of fertilizers imports in year-to-date terms, prices of these products skyrocketed
in the same terms (131.4%).

When we consider seasonally adjusted data, although daily average exports receded significantly as compared
with June 2022 (-8.4% vs. 14.8%, respectively), they have remained at a high level. In turn, daily average
imports (+4.0% MoM sa) advanced for the fourth month in a row. In our view, the seesaw pattern shown by
exports revenue of late underpins our view that the demand for commodities remains robust and should
continue to benefit the Brazilian trade balance in the short term. On the other hand, as we expect lagged effects
of the tighter monetary grip to materialize ahead, we believe imports volume could slowdown in the coming
months, thus bringing some respite to trade surpluses as well. Hence, it was not a surprise that the average of
the last-three-month annualized surplus (3MMA-saar) of US$77.2 hillion continues to indicate a robust result
for this year as a whole (we forecast a US$70.3 billion surplus in 2022). In sum, we believe trade figures should
contribute to keeping the current account balance at low levels and keep the Brazilian external position off the
list of market participants’ concerns for quite a while longer.

Figure 3 — Export of Animal Proteins (kilotons/day) Figure 4 — Export of Iron Ore (kilotons/day)
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Figure 5 — Export of Soybeans (kilotons/day) Figure 6 — Import of Fertilizers (kilotons/day)
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