
BRAZIL
Table 1 2022
Population, million 215.3

GDP, current US$ billion 1935.2

GDP per capita, current US$ 8987.9

International poverty rate ($2.15)a 5.8

Lower middle-income poverty rate ($3.65)a 11.3

Upper middle-income poverty rate ($6.85)a 28.4

Gini indexa 52.9

School enrollment, primary (% gross)b 105.5

Life expectancy at birth, yearsb 74.0

Total GHG emissions (mtCO2e) 2330.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2021), 2017 PPPs.
b/ Most recent WDI value (2020).

Growth in 2023 is projected to decelerate

due to a global economic slowdown, still-

high inflation and the lagged effect of

monetary tightening. Despite the im-

proved fiscal accounts in 2022, fiscal risks

increased with uncertainty over Brazil’s

future fiscal anchor and increased social

expenditures. A stronger labor market

and a large expansion of social programs

are expected to have decreased poverty in

2022. Further gains may come as a result

of reforms to the social transfers program.

Key conditions and
challenges

After a decade of meager growth, Brazil
will need to address significant structural
challenges to accelerate productivity
growth and reduce high levels of poverty
and inequality in a fiscally and environ-
mentally sustainable way. Productivity
growth has stalled due to slow and un-
equal human capital accumulation, low
savings, a complex tax system, a cumber-
some business environment, high and per-
sistent informality, and limited integration
in global markets that discourage innova-
tion and hinder competitiveness. Infra-
structure investments are low, with private
investment hampered by legal uncertainty
and acute production bottlenecks, while
public investment is compressed to accom-
modate higher current spending and in-
creasing pension obligations.
Steady growth in recurrent spending over
the last 20 years is a key challenge for
Brazil and has contributed to an elevated
debt level (69.8 percent of GDP by 2016).
In response, Brazil adopted a cap on pri-
mary expenditure in 2016 as the main fis-
cal anchor, but this fiscal rule has come
under pressure recently to accommodate
COVID expenditures and the costs of
scaling the Bolsa Familia program (BFP)
– Brazil’s flagship social safety net pro-
gram—provoking a loss in the fiscal
rule’s credibility. The Government has
committed to present a new fiscal rule to
Congress by mid-2023 to anchor public

finances and situate spending commit-
ments within a credible fiscal framework.
Additionally, two taxation reforms have
been prioritized by the authorities for
2023, a VAT reform to simplify indirect
taxes and the other on income taxation.
These reforms are expected to make tax-
ation more progressive while improving
the business environment and productiv-
ity growth through tax simplification.
Finally, strengthening resilience to climate
change and protecting of natural assets is
essential for environmentally sustainable
growth, especially in the fragile ecosys-
tems of the Amazon and Cerrado.

Recent developments

In 2022, GDP grew by 2.9 percent y-o-y,
largely propelled by household consump-
tion. The labor market recovery continued
as unemployment dropped to 7.9 percent
by December 2022, reaching levels not seen
since 2015. The recovery was broad-based
as women, youth, and Afro-Brazilians saw
improvements in labor market outcomes.
The strong labor market and major expan-
sion of income transfer programs in terms
of coverage and average benefits are ex-
pected to lead to a decline in poverty rate
from 28.4 percent in 2021 to 24.3 percent in
2022 (US$6.85 2017 PPP).
Significant monetary tightening in 2022
(4.5 p.p.) brought the Central Bank policy
rate to 13.75 percent in December 2022.
This helped lower the 12-month inflation
rate to 5.8 percent by December 2022
(from 10.1 percent in 2021) but still above

FIGURE 1 Brazil / Land use change and forestry emissions
based on economic projections (billion tonnes of CO2e)
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FIGURE 2 Brazil / Actual and projected poverty rates and
real GDP per capita
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the central bank’s target upper band (5.0
percent). Services (7.5 percent) and core
(9.1 percent) inflation remains at high lev-
els but are slowly declining, reflecting
some persisting price inertia. Real credit
growth accelerated (7.7 percent y-o-y in
December 2022) despite a worsening of
households' indebtedness. The current ac-
count deficit (2.9 percent of GDP) was
fully financed by net Foreign Direct In-
vestment inflows (3.1 percent of GDP) in
2022. The financial sector remained stable
and liquid, with solid buffers.
Fiscal consolidation continued in 2022,
supported by higher revenues (8.2 per-
cent real growth y-o-y), partly caused by
higher inflation, the economic rebound
and elevated commodity prices. The
12-month public sector primary surplus
stood at 1.3 percent of GDP in December
2022, (0.6 percent higher than in 2021)
and public debt decreased to 72.9 percent
of GDP, a 5.4 p.p reduction. However,
nominal interest payments reached 5.9
percent of GDP in December 2022 as fi-
nancing costs increased.

Outlook

GDP growth is expected to slow to 0.8
percent in 2023 due to the lagged effects
of domestic monetary tightening, persis-
tent inflation and the deceleration of the
global economy, which are likely to de-
press private consumption, exports and
investments growth. The current account
deficit is projected to widen gradually to
3.2 percent of GDP by 2025, as imports
accelerate in line with the economic re-
covery for 2024 and 2025, but remain fi-
nanced by external capital inflows. A re-
al increase in the minimum wage com-
bined with a major overhaul of the Bolsa
Família program, including an extra bene-
fit of R$150 per child in all recipient fam-
ilies are expected to reduce poverty to
23.9 in 2023. Further poverty reductions
may occur as the economy recovers but
is likely to remain fragile in the absence
of stronger investments in human capital
among the less well-off.

Public debt is expected to increase gradual-
ly to 78.5 percent of GDP by 2025 before sta-
bilizing in 2026, in line with the current fed-
eral spending rule. The fiscal anchor is cur-
rently being revised. The primary deficit is
projected to remain high at 0.7 percent of
GDP in 2023, reflecting temporarily higher
social spending. The overall fiscal deficit is
expected to reach 7.4 percent of GDP in 2023
due to higher refinancing costs.
The balance of risks remains mixed, with
high uncertainty. Stickier-than-expected
inflation could maintain the policy rate at
higher levels longer. On the external side,
a faster-than-expected global slowdown in
economic activity and monetary policy
tightening in advanced economies could
raise investors' risk aversion, lowering in-
vestment and raising the cost of capital.
Nonetheless, strong demand from China
could bolster the commodity market,
which, along with easing supply chain
constraints, would offer an upside risk for
Brazil. Low external debt and high inter-
national reserves provide solid buffers to
weather external shocks.

TABLE 2 Brazil / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.3 5.0 2.9 0.8 2.0 2.0

Private Consumption -4.6 3.7 4.3 1.3 2.5 2.5
Government Consumption -3.7 3.5 1.5 0.7 0.0 0.0
Gross Fixed Capital Investment -1.7 16.5 0.9 -2.4 1.8 1.4
Exports, Goods and Services -2.3 5.9 5.5 1.0 1.5 2.0
Imports, Goods and Services -9.5 12.0 0.8 -1.0 2.0 2.0

Real GDP growth, at constant factor prices -3.0 4.7 3.1 0.8 2.0 2.0
Agriculture 4.2 0.3 -1.7 6.0 2.0 2.0
Industry -3.0 4.8 1.6 0.2 1.0 1.0
Services -3.7 5.2 4.2 0.4 2.3 2.3

Inflation (Consumer Price Index) 3.2 8.3 9.3 5.0 4.5 3.5

Current Account Balance (% of GDP) -1.9 -2.8 -2.9 -2.4 -2.7 -3.2
Net Foreign Direct Investment Inflow (% of GDP) 2.8 1.8 3.1 3.3 3.3 3.3

Fiscal Balance (% of GDP) -13.3 -4.3 -4.6 -7.4 -6.0 -5.1
Revenues (% of GDP) 32.4 35.8 36.1 34.6 34.9 35.1
Debt (% of GDP) 86.9 78.3 72.9 76.5 77.8 78.5
Primary Balance (% of GDP) -9.3 0.7 1.3 -0.7 -0.4 0.0

International poverty rate ($2.15 in 2017 PPP)a,b 1.9 5.8 2.9 1.9 1.5 1.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 5.3 11.3 8.3 7.0 6.4 6.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 18.7 28.4 24.3 23.9 23.2 22.8

GHG emissions growth (mtCO2e) 0.6 12.0 -4.7 -2.6 -1.4 1.9
Energy related GHG emissions (% of total) 17.8 17.8 19.2 20.1 21.0 21.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2021-PNADC-E5. Actual data: 2021. Nowcast: 2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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