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As Jair Bolsonaro moved towards his October victory in the second-round of the presidential election, Brazilôs equity 
benchmark index, the Ibovespa rebounded.  Rising from a low-point in June of 69815, the Ibovespa gained 17 percent 
by early August as Bolsonaro rose in the polls. Following Bolsonaroô s victory with 55 percent of the votes in the second 
round, the Ibovespa rallied, gaining an additional 10 percent by early November.  Subsequently, the Ibovespa has traded 
in a relatively tight range, averaging 87551 in December and early January, which is a modest improvement (4 percent) 
over the average sustained in the first 5 months of 2018, prior to the mid-year correction.   
 
Financial as well as currency markets (see Figure 3, on page 3) have uniformly reacted positively to the new 
administration and are hopeful that Bolsonaroô s actions will reflect his rhetoric.  President Bolsonaro and his economic 
team have set as goals achieving a balanced primary budget in their first year, and his economic advisor, Paulo Guedes, 
has repeatedly stressed the need for privatization of government assets and pension reform.  A divided congress 
represents formidable  hurdles to the implementation of Bolsonaroô s economic reform programs. Bolsonaro will have 
the authority to cut discretionary spending (outlays not mandated by legislation), privatize some state assets and reduce 
the public payroll, but any serious changes to the pension system will need constitutional amendments requiring the 
support of 60 percent of the members of both houses of congress.1 
 
Markets will be able to better assess the resolve of the new administration to address Brazilôs fiscal deficiencies and 
reduce the structural impediments to growth as the budgeting process for 2020 gets underway in April, and whether it 
incorporates targets for a smaller primary deficit and more constrained growth in spending. 
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1Latin America Economies, Capital Economics, 4th, December 2018 


