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BRAZIL: MACROECONOMIC MONITOR AND REFORM AGENDA
Week Highlights

* The Senateapprovedthe Economid=reedomBill. Thetext now needsto
be sanctionedy the President

* The Ministry of Economyannouncedthe new methodology for the
National ExportingCulture Plan,to ensurethat micro, smalland medium
companiedenefitfrom further integrationwith globaltrade.

* Uk and Brazil signed a Memorandum of Understandingfor trade
facilitationprojectsunderthe ProsperityFund Brazilwill receiveup to £ 20
million to operate on five fronts: insertion of micro,smalland medium
enterprisesnto the globalvaluechains port efficiency Brazil'saccessioro
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2014 2015 2016 2017 2018 2019 2020
GDP (% YoY) 0.50 -3.55 -3.30 1.06 1.12 0.80 (*) 2.10 (%)
Consumer Inflation IPCA (% YoY) 6.41 10.67 6.29 2.95 3.75 3.65 (*) 3.85 (*)
Current Account (USD bi) -101.4 -54.5 -24.0 -7.2 -15.0 -20.0 (*) -31.5 (%)
Foreign Investment in the Country (USD bi) 87.7 60.3 73.4 70.3 88.3 85.0 (*) 84.4 (*)
International Reserves (USD bi) 364 356 365 374 375 389 (22 Aug) -
Unemployment rate (%) 6.5 8.9 12.0 11.8 11.6 12 (Jun) -
General Government Gross Debt (% GDP) 56.3 65.5 69.9 74.1 77.2 78.5 (**) 80.0 (**)
Ibovespa Index (BRL, % chg.) -2.9 -13.3 38.9 26.9 15.0 11.0 (ytd) -
CDS 5 years (year average) 189 475 293 165 208 162 (Aug 19) -
Interest rate (Selic Target) (%, eop) 11.75 14.25 13.75 7.50 6.50 5.00 (*) 5.25 (*)
Estimates: (*) Focus Survey, Central Bank of Brazil, Aug. 23, 2019); (**) Prisma Fiscal, Aug.2019
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ECONOMY WATCH

advances in the reform agenda

A more robust recovery is still dependent on further
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The external accountre one of the main pillars @
the Brazilian economic stabilit
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Fiscal consolidation and productivity increase are crucial inputs for Brazil to grow strongly and sustainably. The new government is going forward to put in |
reforms for speeding up growth and increasing potential output.

Main Measures

Social Security Reform (PEC 06/2019) ——

e Brazil spends more than half of the Federa .

Debt is expected to climb 25 p.p. in the next 5 years. * Analysis of ¢
- The reform was approved in the House of Re||>€natecomission.

- In general, the Reform increases the time 1| IWo voting ro
those who earn above the INSS ceiling and establishes rules of transition for the current contributors Needs 49 of the 81 votes. Changt
« Impact of around BRL 0.9 trillion in 10 y e |MmadebesenttotheHouseof
2027). Representatives.

« The reform will stabilize social security * Expected to b

Tax Reform

Next Steps
* Br azi $implifyehe ths system and to reduce the tax burden on companies, the legal insecurmyaga
the excessive legal dispute

. I nstrument : PEC and infra constitutional me

egislation be
Government
e Fpropasdl expected to be

appreciated by Oct. 2019

Trade Liberalization

Next Steps
e T h-KlercBsUr Free Trade Agreement was announced by both parties on June 28. The Free Trade
agreement is to be ratified by all Parliaments involved.
e Aims at increasing the openness degree ( eX]||Mexico

years. e Free Trade ag
e 2019 initiatives include: the end of quanti|ys
Mexico; modernization of tax agreements; agreement with Sweden to end the double taxation of inc
tax; import tax reduced to zero on over 1,000 industrial machines and equipment not produced

Expand the Ag
Economic Supplementation with

. I nstrument s:
and resolutions

Economic Freedom (MP 881/19) Next St
e eps

\

e« Economic Freedom Bill: reduces red tape an
businesses.

« EIl i mi nat e s-risk actvities & ehtainfary typelofdicentsmits restrictions on working houl
for commerce, services and industries; prevents laws to define prices; establishes a binding and iso
treatment for similar situations; overrules outdated legislation; eliminates license requirements for te
developing or implementing a product/service that does not pose high risks; impedes judicial changt
business contracts; establishes thatnsweredicense requests are automatically granted; extends higher
court decisions to all cases; creates the *“r

¢ To be sanctio
President

Digital Government
Next Steps

. In the first six months of 2019, the Brazil

100% digital. o

- Four key goals to be achieved by the end of|° Broader digit
over 100million Braziliansi) ensure that 70% of the over 3,000 services are digifatonsolidate services provision, and database
government digital channels; iv) simplify business registration. unification; Changes in the legal
. Current initiatives include The Digital ci t|rameworkamongothers.
GovData (crossing and information analysis of the main official databases); and ConectaGov (conne

Fight corruption, criminal organizations and violent crimes
Next Steps

¢« Changes to the Code of Criminal Procedur e, e Submitted to ¢
e« Measures wil/l help reduce costs of doing bule 3 Infra consti
after second instance sentences; the criminalization of irregular funding in elections; tighter sentences | (P-881/2019, Pi882/2019 and PL-P
penalties increase. 38/2019)

Ombudsman for Direct Investments

¢ Provide consultation for foreign investors about | egislatio

J
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Brazil aims at figuring among the 50 best positioned countries in the Doing Business report
Main Measures

Next Steps

« Carteira Verde e Amarelaease
eThe registers of the unemployed were opened |accesstothelabor market.
national employment system dataset. e Emprega Mais:

training strategy.

Central Bank Independence (Senate PLP 19/19)

ext Steps
e Bill establishing for mal i ndepende nto@ghtyear ternh e
for the directorate of the institution, with no overlapping with the presidential mandate; and the end of|* CONgress a ppre
ministerial status given to the president of the Bank. * Instrument: Su

Subsidies reduction
Next Steps

Reduction and streamlining of subsidies gra -
in the 2019 budget. * Congressional

Fiscal sustainability of subnational entities (PLP 149/2019)

Next Steps
e« The Fiscal Bal ance Plan is a program to aiaa

adjustment, allowing the access to loans guaranteed by the Federal Government. Entities must provic
counterpart of recovering their payment capacity in the current mandate (governors) or in the period c[* COngress appr €
years (mayors).

Public administration overhaul (Decree 9.725/19) Next St
e eps

e 21,000 commi s s i o rimitions doscreatingocollsgiated andneliminatibreot! ;

unnecessary collegiatestrictions for hiring civil servants and rules for hiring senior officials. * Congressional

Auction of Assignment Agreement
Next Steps

e Auction schedu
2019

e The auctioning of the surplus of around 5 t
US$ 9.0 billion. The signature bonus is estimated at around US$ 26.5 billion.

Privatization

T he s adweed afmpaies antd ¥oluntary Dismissal Programs are under preparation.
e A Aug.dsdt, here are 130 companies owned by the Fed. Govt.

e On June 06, 2019, the Supr eompriseorathan half of theecdmpanies) tdo nst neledsdonpiess appre
be sold.

« Until July, results amount to US$ 19.3 billion (US$ 12.3 bi. in destatizations, US$ 5.0 bi. in disinvestments andrits$&6dimns). The
announced target for 2019 is US$ 20.0 billion.

INVESTMENTS, CONCESSIONS AND PRIVATIZATIONS

50 PPI Projectauctioned.or. Renewed

i «Privatization of 7 Distri byt or*darginalFieldsRound o
YE) (CELG, CEAL, CEPISA, CERON, Eletroacre, Amazonas, Boa Vista) Q-“ . 1[%‘”‘1 18" Exploratory Blocks Bidding Round ﬁp 5 Extens
Electric * Concessions of 2 Hydroel &if tJ P g’to@'l Péel,?agltgroducnon Sharing Bidding 1 Concession
1an Rounds Railways (Norte-Sul)
Power (Jaguara, UHBINd 2 Small Plants - nway
e Transmission Lots and Sta%ions

Q = «20 Projects I e _—a e Concession of
——" : ¢ /AN

.0 . .
"ePrivati z

o . =
Airports . Port assignment agreement) ‘ Integracéo do Sul
P Concessions Terminals Highways Supply CASEMG
119 ongoing PPI Projects

= «Transmission Lc ¥ -Angri- 4 Minin # e« 14 Marginal Fields «Sdo Frar
El%t' e2 Auctions of PN'I’ 3 Plant y « 1 sale M «16th Exploratory BI River Integration |

ectric , i uclear Minin f * 6t hSaPRrag. Sharing Bidding Round Project

4 Wydreeletrlk ( & Oil and gas artt aring slaaing Roun Water Infrasttucture

Power jicense) Power » Auction of Assignment Agreement

\§ « 6t Round fan 15 Leasings *11 Concessigd ePrivatization: Casa dshardiadingsa ,

-~ s
(NorthI, South  wpplf °* 2 Privati za /‘1\ e 1 environ 'E a | Eletrobras, CEAGESP, ABBGIGEA, Correios, Dataprev, Serpro, CEITE

Airports  and Central) « 2 New Inve license Public  Telebras, BB shares
i . X Highways . b
Port Termingls 1 Privatiz 9 4 Companies « Concession of LOTEX and PPP fc
Q-Concessi a» *PPPs for prisons ¢ e <Studies fofmmme.CBTU e Study
qﬁp «10 IguagulLencois = « Studies for stree § universalization and 1 i t . Tredsp! Q child
Concessions National Maranhenses and ~ Public crimes and for socioeducational measure: urban solid waste Urban education

Railways Sanitation

Parks Jericoacoara Safety energy recovery Mobility Education
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Airports
39 airports

PPI Project Portfolio

o X
6° Round Ls L §
Northern Block 1 . ¥ 5 .-r

:ﬁ—‘ MINISTERIO DA ECONOMIA
EE WWW.eCor mia.gov.or

/ . + .
= / Tl - Manaus . \
Investments of US$ 2.1 bi s | * {0
. - " 4" 44’ + . Iul! o Camy
Signature bonuses of US$ 0.6 bi — S e T v ‘Zﬁw_m
T POmN A § R A 7 v
. idding . P ; )
Airports Documents Auction [ S N 5 palmas £ ; ~
5th round - Central West Block (4) @ @ @ . e, 4 f
5th round - Northeastern Block (€) (@ (] (] (] 5 HRY
5th round - Southeast Block (2) @ @ @ @ Yf"“—“’”‘zl P BN fal
* Round o = Southeast Block
6th round - South Block (9) > 3Q20 4Q20 T
6th round - Northern Block 1 (7) (€ ) 3Q20 4Q20 R A e
6th round - Central Block (6) 14 ] 3Q20 4Q20 x, +w»émf°1-g-._ﬂ;‘;_i'@ o
Disposals of Infraero shares (4) ¢ ] . 4 s
lle
E Cul
/  &*Round
:
Railroads 5
2 -
Investments of US$ 14.8 bi - ‘
Extension of 15,10km N .
o Luis
Signature bonuses of US$ 0.7 bi e
- il T e
Railroads Studies u )_“C wey B Auction carajés =
Hearlng Assessment Documents
9CnmMpm ¢ Chb{ [} & e Josiairs o
jona 3 -
9Cmoon ¢ CLh[ @ @ 1Q20 2Q20 oo ... S
9cnmmMTn ¢ CSNNBINKZ @ ] . . 4Q19 1Q20~. "B anasor
9Cmnopn ¢ LYGS3aINIcei2 @ SyiNBnhSads T AguaBoa Mara Rosa G NG s
North Branch - Ferroanel - S&o Paulo (] )] B e =
N ) Public TCU Legal e S N N
Railroads Studies e AeErEeEl OJE Subscription e x;. : 1,‘,‘:,',@:_‘
Contract Extension Malha Paulista (&] 3Q19 5 ) = ":‘" "*-‘_"  \noria
Contract Extension Carajas (EFC) @ 4Q19 L K "‘f_f
Contract Extension Vitéria-Minas (EFVM) @& 4Q19 | . 8:""::‘“‘“‘3’& RS S lanekro
Contract Extension MRS @ 2Q20 by
Contract Extension FCA (<] 2Q20 L
“~ \\ .
21 terminals and 2 ports
- S
Investments of US$ 1.1 bi %,
Signature bonuses of US$ 0.2 bi 'y
I = =
Studies PUb_“C ey EIELImg Auction
Hearing Assessmeni Documents
Port of Vit6ria/ES (TGL CAPUABA) @ @ @ @ []
Port of Cabedelo/PB(AE10,AE11,Al01) ] @ @ @ @ e
Port of Belém/PA (BELO2A,02B,04,08,09) @ [} (<} 1] <] —
Port of Vila do Conde/PA (VDC12) @ @ @ @ @
Port of Paranagua/PR (PARO1) (<] @ @ @ P.3Q19
Port of Santos/SP (STS 13A) (] (<] (<] (<] @ 3019
Port of Santos/SP (STS20) @ @ @ @ @ 3Q19
Port of Suape/PE (SUAOS5) (] @ (~] @ 3Q19 1Q20 L\
Port of Santos (STS 14) e ] 4Q19 4Q19 1Q19 2Q19
Port of Itaqui (IQI 03, 11, 12, 13) @ > 1Q20 2Q20 £ g
CODESA Privatization () 4Q20 1Q21 o
Sé&o Sebastido Privatization 14 ] 1Q21 2Q21 | i‘"_
Port of Paranagud/PR (PARO07, 08, XX) —y et
Terminal - Port of Santana (MCP1) ¢
Port of Paranaguéd/PR (PAR12*%)
Port of Suape/PE (SUA01*) [~] i \ S
Hlghways j <
" -
Investments of US$ 34.9 bi §
Extension of 16,574.8Rm
Public TCU Bidding
G s ari Assessmeni Documents A
BR-364/365/GO/MG ] [~] @ WO 3Q19....
BR-364/RO/MT B
BR-101/SC @ @ @ 3Q19 " 1Q20'.
BR-381/262/MG/ES @ (] 2Q20 3Q20 e
BR-163/230/MT/PA ¢ ] 2Q20 3Q20
BR-153/080/414/GO/TO 4 ] 20Q20 3Q20
BR-040/495/MG/RJ (Concer) ¢ ] 3Q20 4Q20
BR-116/465/101/SP/RJ (Dutra) ¢ ] 3Q20 4Q20
BR-116/493/RJ/MG (CRT) <] 3Q20 1Q21
Integrated Highways of Parana ¢ ] 2Q21 3Q21
BR-153/282/470/SC e SC-412 ¢ ] 20Q20 3Q20

@ Completed
@ Inprogress
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e« On August

projects and 7 development policies in the portfolio.
e For the
transportation, logistics and energy.

e« On top

e
PATRIA
BRASIL
The Diversification of the Investment Partnership Program (PPI
21, the 10th meeting
9 StateOwned Companies includer
first time, social pol
private partnerships. The program, so far, had been focused on the are Q TELEBRAS \,COfrelos
0-bwned lcanpaniesvers incaudeé in the
privatization pipeline, making up fﬂ)ﬁ companieSnder study for A
possible privatization. In additic?).8 mm edinary shares of Banco do DATAPR=V &g‘ CEITEC 5.R

Brasil will be sold, without jeopardizing the controlling stake of the
Government.

The Investment Partnership Program (PPI)

e Law 13.334/2016 created the 1Ir
expand and strengthen the interaction between the public and private
sectors through partnership agreements and other privatization tools.

e In three years, the PPI
and economy. Of the 277 projects qualified by the Council meetings, 1¢
have already been auctioned, granting signatures bonuses of about R$
billion to the Federal Government and generating about R$ 262.5 billioi
investments in the coming years.

e In the current ther
in the structuring stage.

portfolio,

e Willing to accelerate concessi
government will grant BNDES the responsibility of the technical feasibil
studies, the first and most timeonsuming step for projects to get off the
ground. The Development Bank will be compensated by success fee,
providing the auction is successful.

del i ve .
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Agéncia Brasileira Gestora de
Fundos Garantidoros ¢ Garantias SA.

AUTORIDACE PORTUARIA

Already under study

e Brazil wants to rise infrastru
5.0% of GDP.
4? CEASAMINAS A_ Pof%p ?E
- = I/ITOR
PPDb]ecﬂVeS ‘ Centrals de Abastecimento CODESA - AUTORIDADE PORTUARIA
Expand investment and
employment opportunities ang@ Ensure the guality expansion j
to stimulate technological ang public infrastructure, with R ‘
industrial development, in ling appropriate costs for the WO CBTU Eletrobras

with the country's social and
economic development goald

Promote broad and fair
competition in the definition o]
partnerships and in the
provision of services.

population.

Guarantee the stability and

legal predictability of contraci
ensuring minimal interventio
on business and investmentsg

or State regulators.
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