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The Brazilian Economy
With the largest economy in South America, and the eighth largest in
the world, there are many who are unaware of Brazil’s current economic
crisis. It wasn’t that long ago, in 2010 as a matter of fact, that the country’s
growth rate was at 7.5%. However, that gradually declined until last year
there was negative growth of -3%, with a 10.6% rate of inflation. A similar
rate of negative growth is projected for 2016.
Brazil’s economy is currently in the midst of a recession that many feel
could lead to a depression. Economic contraction has gripped the country
for the past several years, and one out of every five young Brazilians is
unemployed. Nationwide, unemployment is at 9.5%. The country’s economy
has long been considered a roller coaster of good times and bad. A similar

economic downturn gripped Brazil during the global financial crisis of 2008.
At that time the country was able to inject a great deal of money into the
economy and stave off much of the negative impact of the crisis. Today, it’s
trying to do the same. However, it’s in a less favorable position to come up
with all the necessary capital it needs to turn the country around because of
a diminishing tax base and $1 trillion in existing government debt. In addition,
Brazilian companies also have accumulated huge debt, currently believed to
be around $290 billion, and consumers have $60 billion of debt with the
nation’s financial institutions.
Still, according to John Lyons of the Wall street Journal, Brazil has
$374 billion in central bank reserves and, unlike in past crises’, government
debt is mostly in its own currency. This is in contrast to Brazil’s borrowings in
past decades when it borrowed in dollars, which was difficult to pay back
when its currency crashed. Economists now predict that in 2017, inflation, as
measured by the consumer-price index, will decrease to 7.31% and the
nation’s economy will expand by 0.35% to 0.44%. In addition, in 2016 Brazil
is expected to post a $43.53 billion trade surplus. This is a positive indicator
of the government’s efforts to reverse the nation’s financial woes. It also
indicates that the government efforts to jump-start the economy are gradually
starting to grip. However, whether this will lead to substantive and sustained
changes in the coming years still remains to be seen. Until this happens
Brazil is not expected to experience the growth of other Latin American
nations, nor the long-term business stability of Europe and the United States.
As a result, conducting business with the world’s eighth largest economy is
riskier than it would be in other parts of the world.
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