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...in line with Latin America




Look at initial conditions in 1960:
How did Brazil do?

ExtencrsSalasEViafini (20043 analysisiusingrthe I ciVaraniesidentiied as
‘deep detemminantss; aswelllanextended set; incltdingrinancial
develepment; temsioitrade growiih, andiiscalipelicy Vol atility:

Resuits shew: that:

valihe  deep determinants: explain growihracrossicountres relatvelyawell;
putIess seron Brawil.

V2 Bliazilf's average growih peEfemance Was significantly  beterthan
predicted onraverage ior all countries basedion initiall conditiens in 1260.

v. Other vaniables (volatility oifterms of trade, income disthibution, level of
financial develepment), dornet Improve the explanatony Pewer ol the
models. Voelatility el terms ol tiade seems te matter more than fiscal
policy velatility:




Look at the some growth determinants over
time. How does Brazil stand out?

VaSharpisSENnigeVEMmEnt ConsSUMPLeRISINCE
1196(0;

vaSharpirseintherelatve price or investment
Sicer 960!

v lHighrdependency on intemational liguidity or
extennal conditions.
















Used Loayza’s (2005) framework to estimate the
impact on growth of several determinants

= Dynamicimoedel el percaplial G growihrusingra panelidaiaset
(Withvaniablestdeiined o sayeaifaverages

= Samplepenodiextended back e 1 9y 0rer Brazill but reduced
AUMBER O 40iandi62

= Assesstheow welltthe determinants help explaintBrazl siieal per
capita grewinirate;




What are some of the key growth determinants?

Vacroeconomic Policies

va Lackiof Price Stability
v2 Real lExchange ratermisalignment
va Systemic banking|Crises

StriucturalfEactors

v. Trade Openness

v. Government burden

v2 Public Infrastructure

v. Relative Price of Investment

ExternaliConditions

v, Tenrms of Trade shocks (growth rate)
v. International liquidity/BOP pressure




Models track Brazil’s growth relatively well.
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“Macro matters”
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“Macro matters”




Structural factors continue to be a drag




External Conditions have also played an
important role




To conclude

vaVlacreeconomicpoliciesiandiseveralstriticitalfacionsthave WECOME
“Qrowih stppoiveE::

vaRricersiabilitylackioiisysiemichanking Chises; andiaiiexiblierexchange rate
egime; Whichrhassminimized rhsks eiievenaituation:

valade lieralization andincreased o pENNESS?

vaRolicyirameworkihasied teressidisntplive exiermal shioeks; Iowervoelatlity,
ol policyinterestirates and intematonal reEsenves:

va Oiherstntictural reiorms are needed as additionalisources and o
UthEr eSS PER CapitargrowiiiE
va Reduce therhightlevel eirgovemment consumpLion:

va Higher preoductivitys, particulary inithe tradable secion needsiio; fellow,
exchange rate uUndersheoting™ as an engine for trade 6pEenness.

v2 [Lower the costi o capital, reformsi o further reduce the relative price of
nvestment and terlewer realinterest rates.

v2 Vodels dernot fully, captune many: oi the complex: faciors associated
wWithy Brazil's) plhenemenaligrewthrand sharp deceleration; inecluding
the debt overhangl ol the 1980s andi suddenisiops, oii the 11290s.




