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• In April, the public sector posted the highest primary surplus since 2014 in real terms, at +BRL24.3 billion, 

boosted by the effect on revenue of a more persistent inflation shock—in both federal and regional terms. 

Meanwhile, gross government debt came in at 86.7% of GDP in April, a drop of 2.2 p.p. from March—on 

the heels of the increase in nominal GDP (-1.5 p.p. of impact). 

• The US$9.3 billion trade surplus in May 2021 fell short of our estimate of US$9.8 billion, owing to lower-

than-expected exports. The average of the last three months has been pointing to a robust annualized 

surplus (US$108.6 billion), which is above our current forecast for the full year (US$85.3 billion). Benefiting 

from a relatively cheap BRL, solid external demand, and high commodity prices, trade results will continue 

to support the balance of payments in the near future, in our view. 

• The released GDP data confirmed our expectations of solid and resilient growth at the start of 2021, with 

the headline index climbing 1.2% QoQ-sa (1.0% YoY) in 1Q21, virtually placing the economy at the pre-

crisis mark (4Q19). Moreover, this result implies a carryover of 4.9% to 2021 GDP, which implies upside 

risks to our current projection of 3.6%. In addition, IBGE has released industrial production data for April: 

the headline index retreated 1.3% MoM-sa, showing a weak figure at the start of 2Q21.  

• For the coming week, IBGE will release tertiary sector data for April: we are looking for monthly growth of 

3.7% and 0.8% for broad retail sales (due on June 8) and services volume (due on June 11), respectively.  

• We expect May’s IPCA (due on Wednesday, June 9) to rise +0.76% MoM, meaning an acceleration in 

annual terms to +8.0% YoY (from +6.8% YoY in April), the highest reading since 4Q16. Underlying 

measures should keep CPI under pressure, evidencing some spreading of inflationary pressures. 

 
Owing to a national holiday in Brazil on Thursday, June 3, we are sending a special edition of our weekly 
report today (Wednesday, June 2).  
 
 
Most of the information in this report is up to the end of Tuesday, June 1, 2021.  
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Figure 1. Brazil Macro Agenda for the Week of Jun 7-11, 2021 
 

Indicators / Events Source Reference Date 
Santander 
Estimate 

Prior 

IGP-DI Inflation (% MoM) FGV May/21 Tue, 08-Jun 3.53 2.22 

IGP-DI Inflation (% YoY) FGV May/21 Tue, 08-Jun 36.7 33.5 

Core Retail Sales (% MoM) IBGE Apr/21 Tue, 08-Jun 0.1 -0.6 

Core Retail Sales (% YoY) IBGE Apr/21 Tue, 08-Jun 20.0 2.4 

Broad Retail Sales (% MoM) IBGE Apr/21 Tue, 08-Jun 3.7 -5.3 

Broad Retail Sales (% YoY) IBGE Apr/21 Tue, 08-Jun 40.9 10.1 

Vehicle Production (thousands) Anfavea May/21 Tue, 08-Jun -- 190.9 

IPCA Inflation (% MoM) IBGE May/21 Wed, 09-Jun 0.76 0.31 

IPCA Inflation (% YoY) IBGE May/21 Wed, 09-Jun 8.0 6.8 

Services Volume (% MoM) IBGE Apr/21 Fri, 11-Jun 0.8 -4.0 

Services Volume (% YoY) IBGE Apr/21 Fri, 11-Jun 20.1 4.5 

Source: Santander.      

 
For details on Santander’s economic forecasts for Brazil, please refer to our last scenario review1. 
 

 
  

                                                 
1 Santander Brazil - Macroeconomic Scenario: “Monetary Stimulus Doomed to End Sooner” – May 20, 2021- Available on: 
 http://bit.ly/Std-scr-review-may21 
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FISCAL POLICY AND POLITICS 

In April, the public sector posted the best primary surplus result since 2014 in real terms, at +BRL24.3 

billion, boosted by the impact on revenue of a more persistent inflation shock—in both federal and 

regional terms. Although the fiscal result was quite positive for the first four months of the year, some (possibly 

temporary) factors have helped support the fiscal result so far. The results occurred on the heels of atypically 

low discretionary expenses (owing to a tight execution rule before the approval of budget 2021), leading to an 

all-time low in the 12-month reading. Higher inflation and FX depreciation also helped the fiscal statistics from 

the standpoint of revenue. In addition, the regional government surplus remains high due to fiscal transfers 

and a robust recovery in activity in the last few months. We advise against extrapolating the most recent 

positive revenue surprises to the full year, although the current fiscal result for the year implies a positive bias 

to our forecasts. In our estimates, the public sector primary deficit should reach BRL250 billion in 2021 (3.0% 

of GDP). Meanwhile, gross debt came in at 86.7% of GDP in April, a drop of 2.2 p.p. from March—on the heels 

of the increase in nominal GDP (-1.5 p.p. of impact). At the same time, net debt was 60.5% of GDP, 0.4 p.p. 

lower on the same basis of comparison. We project gross debt to fall this year to 85.0% of GDP. See details 

in the link2. 

We calculate that pandemic relief expenses that were exempted from compliance with the 

constitutional spending cap (so-called “extra-cap” spending) totaled BRL16.1 billion in May, most of 

which was spending on the new emergency aid (i.e., federal transfers to low-income households, adding BRL9 

billion) initiated in April. The expected expenses for the welfare program per month are lower than initially 

predicted by the government (BRL11 billion). However, we believe that the government will choose to use the 

remaining budget approved in the PEC Emergencial (BRL44 billion), probably using the excess amount to 

extend the program for one or two months (beyond July). Health expenses totaled BRL9.1 billion in the year 

up to May, out of a total budget of BRL20.7 billion. For the time being, the total of “extra-cap” expenses in the 

budget (including 2020 budget leftovers and new stimulus in 2021) is BRL101.5 billion. The reintroduction of 

the Pronampe program (credit support for SMEs) in 2021 is still under debate and, if approved, should add 

BRL5-10 billion to that tally, per our estimates. Consequently, in our estimates we consider extra-cap spending 

of close to BRL115 billion this year (~1.4% of GDP).  

After months at a standstill, a joint congressional session voted on June 1 to override the presidential 

vetoes and budget bills, allowing the redirection of BRL 21.4 billion in mandatory expenditures. One of 

the pieces of legislation (PLN4), which accounts for the largest share of spending (BRL 19.7 billion), was 

submitted as part of the deal between the government and Congress, in order to solve the 2021 budget 

gridlock. PLN 4 redirects resources to cover expenses on social security, unemployment insurance, and 

subsidies that had been shaved off without technical support in the budget approved in March. We believe that 

the focus now will be on executing the budget and complying with the spending cap rule, which will require a 

great deal of fiscal discipline. 

Figure 2.A. – Public Sector Debt (% GDP) Figure 2.B. – Extra-Cap Expenditures in 2021 

  

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

                                                 
2 Santander Brazil Fiscal - “Positive Results on The Heels of Higher Inflation” – June 01, 2021 - Available on: http://bit.ly/Std-Fiscal-010621 

37.0%

41.5%

30.0%

54.2 55.3

50.7%

60.5%

80.9%

56.7%
60.3%

52.6%

77.2 74.3%

86.7%

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
BRL Billion - Accumulated Mar-21 Apr-21 May-21

Total 

Budgeted
Executed

Emergency Aid                                       
(MP 1.037/2021) 

0.7 9.7 18.6 44.9 21.7%

Health expeditures 3.7 5.1 9.1 20.7 24.8%

BEm - Employment Program             

(MP 935/220 and MP 1.044/2021)
0.4 0.6 2.1 11.7 5.4%

Turism Infraestructure               
(MP 963/2020)

0.4 0.4 0.4 1.9 19.8%

Vaccine Acquisition                  
(MP 994, 1,004 and 1,015/2020)

3.5 4.6 6.4 22.3 20.7%

Accumulated Total 8.6 20.5 36.6 101.5 20.2%

Updated in 06/01/2021
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TRADE BALANCE 
 
The Brazilian trade balance registered a US$9.3 billion surplus in May 2021, which was a tad smaller 

than our estimate of US$9.8 billion, as exports fell short of our expectation (US$26.9 billion vs. US$27.4 

billion) while imports were in line with our estimate (US$17.7 billion). We believe the seasonally 

adjusted slowdown in the daily average exports recorded last month (2.8% MoM-sa vs. 24.9% in April) 

was a one-off MoM-sa. With respect to imports, the 4.7% MoM-sa expansion in the daily average has 

returned it to the same level as at the beginning of 2021. To be clear, we think the daily averages of both 

exports and imports should remain stable at the current level for a while longer. See details in the link3 

Given these trends, it should not be surprising that the trade balance surplus on a 12-month basis has 

continued its upward trend since early 2020 and that the average of the last three months has been pointing 

to a robust annualized surplus (US$108.6 billion), which is above our current forecast for this year as a whole 

(US$85.3 billion). What’s more, given that market participants’ median estimate for the trade surplus in 2021 

is currently only US$68.0 billion, we believe consensus expectations will rise in the coming weeks, thus 

reinforcing the general perception that foreign trade should continue to support the balance of payments in the 

near future. 

Figure 3.A. Trade Balance 

(US$ million, daily average, s.a.) 

Figure 3.B. – Trade Balance 

(US$ billion) 

  

Sources: SECINT, Santander. Sources: SECINT, Santander. 

 

                                                 
3 Santander Brazil – External Sector: “On the Rise” – June 1, 2021- Available on: http://bit.ly/Std-extsec-010621 
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ECONOMIC ACTIVITY  

GDP data for 1Q21 confirmed expectations of solid and resilient growth at the start of this year. Brazilian 

GDP climbed 1.2% QoQ-sa (1.0% YoY) in 1Q21, slightly above our projection (0.9%) and market consensus 

(0.7%). On the supply side, the services sector expanded by 0.4% (our call: 0.8%), a widespread increase 

among most of the segments, albeit dragged down by public services and other services (-0.6% and +0.1%, 

respectively). Industry showed resilience by growing 0.7% (our call: 0.3%), as the drop in manufacturing (-

0.5%) was offset by expansion in mining (3.2%). On the heels of the commodities price hike, agriculture 

contributed positively by growing 5.7%, generating the largest contribution to sequential growth. On the 

demand side, there were widespread positive surprises. Household consumption surprised to the upside by 

retreating only 0.1% (our call: -1.3%), despite the weak figures for broad retail sales and services to families in 

1Q21. Investments came in positive, climbing 4.6% (our call: -0.1%), while imports expanded sharply (+11.6%).  

This result implies a carryover of 4.9% to 2021 GDP and virtually places the economy at the pre-crisis 

mark (4Q19). We believe the already positive figures for the tertiary sector, along with the materialization of 

the first effects of the new round of emergency aid, point to better than expected activity in 2Q21. Moreover, 

although important services segments such as public services and other services are still at depressed levels, 

we expect them to recover as the economy reopens and the health crisis is surmounted. Therefore, these 

figures imply substantial upside risks to our current projection for 2021 GDP (3.6%). See details in the link4. 

April industrial production figures, which inaugurated the release of 2Q21 activity data, posted a weak 

start in the quarter. The headline index was down by 1.3%, stemming mainly from a decline in manufacturing 

(-2.2%), while mining industry expanded 1.6%. In our view, the decline in manufacturing reflects the lingering 

impact of the pandemic and the widespread shortage of inputs in the sector.  

Looking ahead, IBGE will release tertiary sector data for April next week. We are looking for monthly 

gains of 3,7% (June 8) and 0,8% (June 11) for broad retail sales and services volume, respectively. In our view, 

the tertiary sector will contribute positively to activity in 2Q21, on the heels of mobility increases and the 

payment of the new round of emergency aid. For May, our proprietary index (IGet) already points to sequential 

growth for broad retail sales and services to families. 

Figure 4.A. – GDP (sa, index 1995=100) Figure 4.B. – GDP Breakdown  

   

 

Sources: IBGE, Santander.  

    

 Sources: IBGE, Santander. 

 

 
 
  

                                                 
4 Santander Brazil Economic Activity - “1Q21 GDP Growth Means Resilience of Activity” – June 01, 2021 - Available on: http://bit.ly/Std-
econact-010621 
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INFLATION 

We expect May’s IPCA (due on Wednesday, June 9) to rise 0.76% MoM, meaning an acceleration in 

annual terms to +8.0% YoY (from +6.8% YoY in April), posting another multi-year high.  

Administered prices inflation should accelerate further to +2.10% MoM, in our view, fueled by electrical energy 

(because of the change in the tariff flag that raised costs to consumers) and gasoline. We also expect industrial 

goods to continue their upward monthly trend, rising 1.12% MoM, a substantial seasonal change that may 

accelerate the three-month annualized and seasonally adjusted moving average (3mma-saar) further to 

+11.5%, evidencing no sign of relief for industrials inflation. We forecast services prices to fall 0.27% MoM, 

reflecting deflation in airline tickets, residential rents, and vehicle insurance—which would be compatible with 

the 3mma-saar running at around +1.8%, a low level, but also compatible with core services at +3.7% 3mma-

saar, a not so low level. Finally, we expect food-at-home to rise +0.28% MoM, keeping its 3mma-saar close to 

zero, in line with a deceleration in YoY terms until the end of the year.  

In terms of underlying inflation measures, the EX3 core should rise around +0.42% MoM, as per our projection, 

meaning a slight acceleration to +5.2% (from +4.9%) in the trend denoted by the seasonally adjusted quarterly 

annualized moving average (3mma-saar). This is a persistently high level—it would be the eighth month of the 

EX3 core running between +4.3% and +5.8% in 3mma-saar terms (headline CPI target is 3.75% for 2021 and 

3.50% for 2022)—suggesting non-negligible risks of a spreading of primary shocks to general prices.  

Figure 5.A. – May’s IPCA-15 Forecast (%) Figure 5.B. – Core Inflation (IPCA EX3, %) 

   

 

 

 

Sources: IBGE, Santander. 

 

  Sources: IBGE, Santander. 
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