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Foreword

Brazil is now recognized a mature country - both politically and 

economically and as one of the most attractive markets in the world for 

foreign investment. 

The country rapidly overcame the turbulence of the recent international 

economic crisis and has returned a stronger, more attractive global player. 

7KH�KLJK�OHYHO�RI�GLYHUVLğFDWLRQ�LQ�%UD]LOłV�HFRQRP\�DQG�LWV�EURDG�UDQJH�
RI�WUDGLQJ�SDUWQHUV��FRXSOHG�ZLWK�D�WLJKWO\�UHJXODWHG�ğQDQFLDO�V\VWHP��
were central to mitigating the worst effects of the recent crisis. Brazil has 

QHDUO\�WZR�GHFDGHV�RI�SROLWLFDO�DQG�FXUUHQF\�VWDELOLW\��WLJKW�ğVFDO�GLVFLSOLQH��
increasing international reserves, solid macroeconomic indicators and a 

fast expanding internal consumer market, all of which make the country 

one of the most promising emerging markets in the world.

%UD]LOłV�VXFFHVV�LQ�D�JHQHUDOO\�GLIğFXOW�HFRQRPLF�FOLPDWH��LWV�JRYHUQPHQWłV�
aggressive infrastructure plans and an increasing awareness of the 

investment opportunities that the country offers, along with the 

GLVFRYHU\�RI�WKH�SUH�VDOW�RLO�ğHOGV�ŋ�D�UDUH�HYHQW�RQ�WKH�JOREDO�RLO�VFHQH�
ŋ�KDYH�DWWUDFWHG�WKH�DWWHQWLRQ�RI�WKH�ZRUOG��$QG�DV�WKH�JOREDO�DSSHWLWH�
for commodities continues to grow and agribusiness gains international 

momentum, especially in terms of biofuels, Brazil is becoming an ever 

PRUH�LPSRUWDQW�EXVLQHVV�GHVWLQDWLRQ��1RW�WR�PHQWLRQ�%UD]LOłV�VXFFHVV�ELGV�
WR�KRVW�WKH������),)$�:RUOG�&XS�DQG�WKH������2O\PSLF�*DPHV�

(cont...)
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'HVSLWH�WKHLU�LQFUHDVLQJ�LQWHUHVW�DQG�FRQğGHQFH�LQ�%UD]LO��SURVSHFWLYH�
LQYHVWRUV�VWLOO�ğQG�LW�GLIğFXOW�WR�RYHUFRPH�FRPSOH[�UHJXODWRU\�DQG�OHJDO�
PDWWHUV�DV�ZHOO�DV�RXW�GDWHG�SHUFHSWLRQV�RI�WKH�FRXQWU\łV�VWUHQJWKV�DQG�
weaknesses. To help you improve your understanding of these perceived 

barriers and the ways to clear the path to a successful investment, we are 

pleased to publish the 2011 edition of this Doing Deals in Brazil guide, 

now in a convenient pocket book format. This publication contains 

VXPPDUL]HG�LQIRUPDWLRQ�DERXW�%UD]LOłV�HFRQRPLF�HQYLURQPHQW��ğQDQFLDO�
DQG�WD[�UHJXODWLRQ�DQG�0	$�DFWLYLWLHV��DV�ZHOO�DV�LQIRUPDWLRQ�RQ�SROLWLFV�
DQG�FXOWXUH��DPRQJ�RWKHU�VXEMHFWV��$�WHDP�RI�3ULFHZDWHUKRXVH&RRSHUV�
%UD]LO�VSHFLDOLVWV�KDV�LGHQWLğHG�VRPH�RI�WKH�FULWLFDO�FRQFHUQV�DQG�ULVNV�
that you, as a prospective investor, may face. 

:H�EHOLHYH�WKDW�WKLV�JXLGH�ZLOO�KHOS�\RX�WR�SXUVXH�VXFFHVVIXO�DQG�SURğWDEOH�
EXVLQHVV�YHQWXUHV�LQ�%UD]LO��3Z&�SURIHVVLRQDOV�DUH�DYDLODEOH�WR�SURYLGH�
further information on the matters covered in this publication. Note that 

professional accounting and legal advice should be taken on relevant 

Brazilian laws and regulations as necessary. 

)HUQDQGR�$OYHV
7HUULWRU\�6HQLRU�3DUWQHU
3Z&���%UD]LO

Foreword
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Investment Drivers and 
Challenges in Brazil

Why invest in Brazil? 

$OO�IRXU�RI�WKH�%5,&V��%UD]LO��5XVVLD��,QGLD�DQG�&KLQD��DUH�JOREDOO\�
perceived as offering huge opportunities and potential for growth. 

However, the challenges for investors in Brazil are smaller than for 

those in other emerging economies.

Brazil is rich in natural resources, it has a young workforce and a 

largely unexploited domestic market: this is a country with great 

potential. Having constructed over the last decades a durable 

platform for growth on the pillars of economic and political stability, 

Brazil is as well placed as ever to capitalize on its potential.

6RPH�RI�%UD]LOłV�DWWUDFWLRQV�DQG�FKDOOHQJHV�DUH�VKDUHG�ZLWK�LWV�
IHOORZ�%5,&�FRXQWULHV�

BRICs: Opportunities

ō� 5DSLG�HFRQRPLF�JURZWK
ō� +LJK�JURZWK�UDWH�RI�*'3�SHU�FDSLWD
ō Increasing market size across all sectors

ō� $Q�H[SDQGLQJ�PLGGOH�FODVV�
ō� /DUJH�DQG�JURZLQJ�XUEDQ�SRSXODWLRQV
ō Burgeoning energy consumption 

BRICs: Challenges 

ō� 3RRU�LQIUDVWUXFWXUH
ō� ,QHIğFLHQW�JRYHUQDQFH�
ō Ineffective law and order

ō� :LGHVSUHDG�FRUUXSWLRQ
ō� +LJK�OHYHOV�RI�LQHTXDOLW\�DQG�SRYHUW\
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Brazil’s Key Advantages

%UD]LO�KRZHYHU�KDV�D�QXPEHU�RI�TXDOLWLHV�WKDW�VHWV�LW�DSDUW�IURP�
other destinations for investment:

*RYHUQDQFH�DQG�ğQDQFH�

ō Brazil is a settled democracy with well established 

governmental and administrative institutions

ō Following the adjustment of macroeconomic fundamentals 

and the improved stability of political institutions, its economic 

climate is no longer volatile

ō There is increasing international trade and globalization and 

WKH�*RYHUQPHQW�SURPRWHV�SROLFLHV�IDYRULQJ�H[SRUWV
ō There are new regulations in place favoring minority 

shareholders, and promoting corporate governance and better 

accounting practices

ō It has strict, modern environmental legislation

ō� ,W�KDV�D�VRSKLVWLFDWHG��UHVLOLHQW�ğQDQFLDO�DQG�EDQNLQJ�V\VWHP�
ō� ,QĠDWLRQ�KDV�EHHQ�XQGHU�FRQWURO�IRU�DOPRVW�D�GHFDGH�DQG�D�KDOI

7KH�EXVLQHVV�HQYLURQPHQW�

ō� %UD]LO�LV�FXUUHQWO\�WKH�ZRUOGłV�VHYHQWK�ODUJHVW�HFRQRP\��HLJKWK�
LI�WKH�3XUFKDVLQJ�3RZHU�3DULW\�FULWHULRQ�LV�DGRSWHG��DV�E\�
WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��DQG�WKH�ODUJHVW�LQ�6RXWK�
$PHULFD��LW�LV�H[SDQGLQJ�LWV�SUHVHQFH�LQ�ZRUOG�PDUNHWV

ō The country has large, well-developed agricultural, mining, 

manufacturing, and service sectors, with a broad industrial 

EDVH��LQ�VKRUW��LW�LV�D�GLYHUVLğHG�HFRQRP\
ō� %UD]LO�KDV�EHHQ�JLYHQ�DQ�,QYHVWPHQW�*UDGH�UDWLQJ�E\�DOO�WKH�

major risk agencies
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ō� )RUHLJQ�LQYHVWRUV�DUH�HOLJLEOH�IRU�PRVW�DYDLODEOH�ğVFDO�
incentives, including tax deductibility of goodwill under 

certain conditions

ō� 7KHUH�KDV�EHHQ�VLJQLğFDQW�LPSURYHPHQW�LQ�ORFDO�FDSLWDO�DQG�
GHEW�PDUNHWV��ZLWK�DQ�LQFUHDVLQJ�QXPEHU�RI�,32V�LQ�UHFHQW�
years

ō� 7KHUH�KDV�EHHQ�D�VLJQLğFDQW�UHGXFWLRQ�LQ�WKH�FRXQWU\�ULVN�
perception over the last few years

ō Brazilian business is facing a transformational period with the 

introduction of better corporate governance and accounting 

procedures followed by the convergence of local accounting 

DQG�DXGLWLQJ�VWDQGDUG�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�
6WDQGDUGV��,)56�

ō� :KLOVW�FRUUXSWLRQ�UHPDLQV�ZLGHVSUHDG��SUREOHPV�RI�SK\VLFDO�
security have greatly improved in recent years

*HRJUDSK\�

ō Brazil offers a business-friendly environment for US and 

(XURSHDQ�LQYHVWRUV��WKHUH�DUH�QR�PDMRU�FXOWXUDO�GLIIHUHQFHV�
DIIHFWLQJ�EXVLQHVV�

ō It is highly urbanized when compared to other emerging 

market countries

ō The whole country speaks one language 

ō� 7KH�FRXQWU\�KDV�D�FUHDWLYH��ĠH[LEOH�ODERU�IRUFH
ō� ,W�GRHV�QRW�VXIIHU�IURP�QDWXUDO�GLVDVWHUV�VXFK�DV�HDUWKTXDNHV�

and hurricanes

ō It maintains peaceful relations with neighbor countries

ō From Brazil, investors have tariff-free access to the other 

PHPEHUV�RI�WKH�0HUFRVXU�IUHH�WUDGH�]RQH��%UD]LO��$UJHQWLQD��
&KLOH��9HQH]XHOD��3DUDJXD\�DQG�8UXJXD\�
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5HVRXUFHV�

ō Brazil has immense resources in energy, minerals and raw materials

ō� ,W�LV�VHOI�VXIğFLHQW�LQ�RLO�DQG�LV�D�ZRUOG�OHDGHU�LQ�WKH�
development and production of low emission fuels and 

biofuels, especially ethanol

7KH�IXWXUH�

ō� $FFRUGLQJ�WR�The Ecomomist��%UD]LO�ZLOO�EH�ZRUOGłV�ğIWK�ODUJHVW�
economy in a decade

ō Many local companies are undervalued and in need of 

restructuring, capital and technology

ō There is a fast-growing consumer market with high growth 

potential, especially among the middle-classes

The main investment drivers

%UD]LO�ZDV�WKH�ğUVW�/DWLQ�$PHULFDQ�FRXQWU\�WR�HPHUJH�IURP�WKH�
international recession: it has overcome the recent turbulence in 

the world economy has has emerged stronger and more attractive 

WR�LQYHVWRUV��)URP�DURXQG�D�\HDU�DIWHU�WKH�EDQNUXSWF\�RI�/HKPDQ�
Brothers, there was an increased awareness around the world that 

WKH�DFWLRQV�%UD]LO�WRRN�ZHUH�HIIHFWLYH�LQ�ğJKWLQJ�WKH�UHFHVVLRQ�

7KH�HFRQRPLF�LPSDFW�RI�WKH�UHFHQW�JOREDO�ğQDQFLDO�FULVLV�DQG�
demand downturn was less severe for Brazil then for the 

86$��(XURSH�DQG�$VLD��7KLV�ZDV�D�FRQVHTXHQFH�RI�VXFFHVVIXO�
public-private long term commitment to growth, involving a 

FRPELQDWLRQ�RI�IDFWRUV�VXFK�DV�GHFDGHV�RI�SROLWLFDO�VWDELOLW\��ğVFDO�
discipline, strong international reserves, solid macroeconomic 

LQGLFDWRUV��EDVHG�RQ�D�VWURQJ�IRFXV�RQ�LQĠDWLRQ�FRQWURO��DQG�WKH�
strengthening of the middle class consumption power. 
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The government reacted promptly with the implemetation 

RI�DQWLF\FOLFDO�PHDVXUHV�WR�VXVWDLQ�WKH�FUHGLW�ĠRZ��HVSHFLDOO\�
to the automotive industry and households, and the level of 

consumption of durable goods. These measures contributed to a 

ORZHU�XQHPSOR\PHQW�UDWH�DQG�HFRQRP\�UHFRYHU\��$�KLJK�GHJUHH�RI�
GLYHUVLğFDWLRQ�LQ�%UD]LOłV�HFRQRP\�DQG�WUDGLQJ�SDUWQHUV��DV�ZHOO�DV�
D�VRXQG�ğQDQFLDO�V\VWHP�ŋ�OHYHUDJHG�E\�DFWLYH�UHJXODWRUV�DQG�WKH�
&HQWUDO�%DQN�ŋ�KDYH�DOVR�KHOSHG�WR�PLWLJDWH�WKH�HIIHFW�RI�WKH�FULVLV�
in the country.

$OWKRXJK�WKH�JOREDO�HQYLURQPHQW�UHPDLQV�GLIğFXOW�DQG�WKH�
Brazilian export sector continues to struggle as a result - 

FRPSRXQGHG�E\�D�VWURQJO\�DSSUHFLDWHG�UHDO���WKH�VL]H�RI�%UD]LO��ZLWK�
�����*'3�RI�DSSUR[LPDWHO\�86�����WULOOLRQ��DQG�WKH�VWUHQJWK�RI�LWV�
domestic demand has propelled its economy into recovery. 
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+RZHYHU��ORQJ�WHUP�VWUDWHJLHV�DQG�LQYHVWPHQWV��LQFOXGLQJ�
SUH�VDOW�RLO�H[SORUDWLRQ�RSSRUWXQLWLHV��DUH�QRZ�WRS�RI�WKH�
JRYHUQPHQWłV�DJHQGD��7KLV�HIIRUW�LV�H[SHFWHG�WR�EULQJ�UHVXOWV�
in the medium to long term. Some regions, in particular the 

northeast, now have the challenge to reach out to opportunities 

that are already available for the rest of the country. The 

FRXQWU\łV�VRFLDO�LQHTXDOLWLHV�DUH�DOVR�EHLQJ�DGGUHVVHG��7KH�
JRYHUQPHQW�KDV�PDGH�VLJQLğFDQW�SURJUHVV�LQ�DWWDFNLQJ�SRYHUW\�
�LQFOXGLQJ�WKH�Ń%ROVD�)DPâOLDń�SURJUDP��

Financial and strategic investors are seeing these opportunities 

DQG�%UD]LO�LV�D�KLJKO\�DWWUDFWLYH�LQYHVWPHQW�GHVWLQDWLRQ��&URVV�
ERUGHU�PHUJHU�DQG�DFTXLVLWLRQV�DQG�VWURQJ�FDSLWDO�PDUNHWV�ZLOO�
play an important role.

Brazil deserves close attention while it prepares itself for the 

future. The country has huge infrastructure demands and a 

need for further public and private investment in education and 

KHDOWKFDUH��7RS�SULRULWLHV�RQ�WKH�JRYHUQPHQWłV�DJHQGD�LQFOXGH�
structural tax reforms and tight control on government expenses 

WR�VSXU�WKH�FRXQWU\łV�HFRQRPLF�JURZWK�

The main investment challenges

'HVSLWH�VLJQLğFDQW�SURJUHVV��LQYHVWRUV�VWLOO�IDFH�QXPHURXV�
challenges. There is a complex tax and labor regulatory 

environment, with high taxes and social charges on payroll, 

sales and income. Multiple taxes and fast changing legislation 

can affect business plans and increase risks for contingent 

liabilities, potentially blocking the success of both asset and stock 

DFTXLVLWLRQV��7KHUH�DUH�DOVR�FRPSOH[�WUDQVIHU�SULFLQJ�DQG�IRUHLJQ�
capital registration rules.
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Brazilian companies may not comply with corruption or anti-

EULEHU\�ODZV��LQFOXGLQJ�WKH�)RUHLJQ�&RUUXSW�3UDFWLFHV�$FW�DQG�WKH�
8.�%ULEHU\�$FW�������7KH\�PD\�DOVR�KDYH�XQGLVFORVHG�RII�EDODQFH�
sheet transactions and commitments, which can result in the 

loose application of accounting rules. There is a generally low 

TXDOLW\�RI�KLVWRULFDO�ğQDQFLDO�LQIRUPDWLRQ�RI�EXVLQHVVHV�DQG�LW�
may not fully adhere to generally accepted accounting practices. 

$�VLJQLğFDQW�QXPEHU�RI�VPDOO�DQG�RU�IDPLO\�RZQHG�EXVLQHVVHV�
PD\�UHTXLUH�LQYHVWPHQW�LQ�SRVW�GHDO�LVVXHV�VXFK�DV�FRUSRUDWH�
JRYHUQDQFH��LQWHUQDO�FRQWUROV��LQWHJUDWLRQ�RI�,7�SODWIRUPV��+5�
related matters etc.

Brazilian companies may not be organized optimally. There may 

EH�GLIğFXOWLHV�LQ�UHRUJDQL]LQJ�FRPSDQLHV�TXLFNO\��VLQFH�WKHUH�DUH�
high costs for employee terminations. There is also a considerable 

amount of bureaucracy and regulation for certain businesses and 

industries. In certain regions and even in some industries, there 

PD\�EH�QHSRWLVP��ŃNQRZLQJ�ZKRń�LV�RIWHQ�PRUH�LPSRUWDQW�WKDQ�
ŃNQRZLQJ�KRZń�

In some, less industrialized, areas of the country, there is a need 

for further investment in distribution channels and infrastructure.

:HDNQHVVHV�LQ�WKH�HGXFDWLRQ�V\VWHP�PD\�DOVR�LPSDLU�WKH�VXSSO\�
RI�VXIğFLHQWO\�VNLOOHG�ODERU��7KLV�JRHV�KDQG�LQ�KDQG�ZLWK�%UD]LOłV�
VRFLDO�LQHTXDOLW\�DQG�XQHYHQ�GLVWULEXWLRQ�RI�ZHDOWK�

More generally, Brazil still lags behind in investment in innovation 

DQG�UHVHDUFK�DQG�GHYHORSPHQW��DQG�%UD]LOLDQ�ğUP�VWLOO�VXIIHU�
from poor brand recognition outside the country, although this is 

improving.
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3UHVHQWHG�EHORZ�DUH�H[DPSOHV�RI�PRUH�XVXDO�GLIğFXOWLHV�IDFHG�
E\�LQYHVWRUV�ZKHQ�FRQWHPSODWLQJ�GRLQJ�GHDOV�LQ�%UD]LO��SUH�
LQYHVWPHQW��DQG�SRVW�LQYHVWPHQW��LQ�QR�SDUWLFXODU�RUGHU��

7KH�PDLQ�LVVXHV�XVXDOO\�LGHQWLğHG�LQ�GXH�GLOLJHQFH�
processes involving Brazilian target companies

ō Material tax, environmental and labor risks and contingencies

ō� $�FHUWDLQ�OHYHO�RI�LQIRUPDOLW\�LQ�WKH�RSHUDWLRQV��HJ�XQUHFRUGHG�
WUDQVDFWLRQV��WZR�VHWV�RI�ERRNV�

ō� 6LJQLğFDQW�UHODWHG�SDUW\�WUDQVDFWLRQV�ZLWK�LQDGHTXDWH�
GRFXPHQWDWLRQ��HJ�IDPLO\�FRVWV�

ō� $�ODFN�RI�RU�DQ�LQDGHTXDWH�LQWHUQDO�FRQWUROV�HQYLURQPHQW�
�UHVXOWLQJ�LQ�SRRU�TXDOLW\�RI�ğQDQFLDO�LQIRUPDWLRQ�

ō� ,QDGHTXDWH�DFFRXQWLQJ�SUDFWLFHV��WULJJHULQJ�VLJQLğFDQW�
DFFRXQWLQJ�DGMXVWPHQWV��WR�(%,7'$��QHW�LQFRPH�DQG�QHW�DVVHW��
and tax risks

ō� $�ODFN�RI�UHJXODU�FRQWURO�DFFRXQW�UHFRQFLOLDWLRQV�
ō� ,QDGHTXDWH�FDVK�PDQDJHPHQW

The main reasons for unsuccessful business deals in Brazil

ō Unexpected tax and labor problems

ō� ([FHVVLYH�OHJDO�IRUPDOLWLHV�EXUHDXFUDF\
ō� /RZ�TXDOLW\�RI�DYDLODEOH�LQIRUPDWLRQ
ō Market volatility

ō� ,QVXIğFLHQW�GXH�GLOLJHQFH�SULRU�WR�LQYHVWPHQW
ō Underestimation of deal execution time

ō� 2YHUHVWLPDWHG�V\QHUJ\�UHVWUXFWXULQJ�JDLQV
ō� /RZ�TXDOLW\�RI�DFTXLUHG�PDQDJHPHQW
ō� ,QHIğFLHQW�SRVW�DFTXLVLWLRQ�PRQLWRULQJ
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The Economic 
Environment

2.1 An Overview of Brazil

Key Figures

ō� 3RSXODWLRQ��HVWLPDWHG�DW�����PLOOLRQ
ō� ���VWDWHV�DQG�RQH�IHGHUDO�GLVWULFW��%UDVâOLD�
ō� ����*'3��86�����WULOOLRQ
ō� &XUUHQF\��5HDO��UDWH�RI�86���WR�DSSUR[LPDWHO\�5������DV�RI�0DUFK������
ō� /DQJXDJH��3RUWXJXHVH

Political Organisation

ō� )HGHUDWLYH�5HSXEOLF�RI�%UD]LO
ō� 3UHVLGHQWLDO�DQG�VWDWH�HOHFWLRQV�KHOG�LQ�2FWREHU�����
ō� )RUPHU�SUHVLGHQW�0U�/XL]�,QÀFLR�/XOD�GD�6LOYD�GHPRFUDWLFDOO\�HOHFWHG�
KLV�VXFHVVRU�0UV�'LOPD�5RXVVHII��:RUNHUV�3DUW\�

Economic Overview

Facts and Figures

ō� %UD]LO�LV�WKH�ODUJHVW�HFRQRP\�LQ�/DWLQ�$PHULFD�DQG�WKH�VHYHQWK�ODUJHVW�
in the world

ō� 7KH�*'3�SHU�FDSLWD�LV�DSSUR[LPDWHO\�86��������LQ�����
ō� 3ULPDU\�HFRQRPLF�VHFWRUV�DUH��DJULFXOWXUH��DXWRPRWLYH��XWLOLWLHV��

transport, industrial products, mining and energy

ō Some main natural resources include bauxite, gold, iron ore, 

manganese, nickel, phosphates, platinum, tin, uranium, petroleum, 

hydropower and timber, among others



18

ō Main agricultural products include coffee, soybeans, wheat, rice, 

corn, sugarcane, cocoa and citrus, among others

ō Export items include iron, soybean, automobiles, soybean oil and 

derivates and aircraft, among others

ō Import items include petroleum, vehicle parts, electronic micro parts, 

medicines, etc, among others

ō� 7KH�PDLQ�SRUWV�DQG�KDUERUV�DUH�7XEDUÂR��(6���,WDTXL��0$���6DQWRV�
�63���,WDJXDâ��5-���6ÂR�6HEDVWLÂR��63���3DUDQDJXÀ��35���$UDWX��%$���
5LR�*UDQGH��56���%HOÒP��3$���$QJUD�GRV�5HLV��5-�

Population

ō� %UD]LO�KDV�WKH�ODUJHVW�SRSXODWLRQ�LQ�/DWLQ�$PHULFD�DQG�WKH�ğIWK�ODUJHVW�
in the world

ō� $SSUR[LPDWHO\�����RI�WKH�SHRSOH�DUH�FRQFHQWUDWHG�LQ�WKH�6RXWKHDVW�
and Northeast

ō� /LIH�H[SHFWDQF\�LV�DSSUR[LPDWHO\����\HDUV
ō� 6RPH�����RI�WKH�SRSXODWLRQ�LV�XQGHU����\HDUV�RI�DJH�DQG�RQO\����LV�
RYHU����\HDUV

ō� 7KH�FRXQWU\�LV�KLJKO\�XUEDQL]HG��RQO\�����RI�WKH�SRSXODWLRQ�OLYHV�LQ�
rural areas

Geography

ō� 6ÂR�3DXOR�LV�RQH�RI�WKH�IDVWHVW�JURZLQJ�FLWLHV�LQ�WKH�ZRUOG
ō Twenty other metropolitan areas of Brazil have populations of more 

than 1 million

ō� 7KH�SRSXODWLRQ�RI�WKH�6ÂR�3DXOR�DQG�5LR�GH�-DQHLUR�VWDWHV�DUH�
DSSUR[LPDWHO\����PLOOLRQ�DQG����PLOOLRQ��UHVSHFWLYHO\



��

ō� 7KH�PDLQ�HFRQRPLF�UHJLRQV�DUH��6ÂR�3DXOR��5LR�GH�-DQHLUR��0LQDV�
*HUDLV��3DUDQÀ�DQG�5LR�*UDQGH�GR�6XO

ō� 7KH�*'3�SHU�FDSLWD�LQ�WKH�6RXWKHDVW��6RXWK�DQG�0LGZHVW�UHJLRQV�LV�
much higher than in North and Northeast

Population Land Mass

Region In millions % %

Southeast 80.9 42.1 11.0

South 28.4 14.8 7.0

Midwest 13.8 7.2 22.0

North 15.4 8.0 42.0

Northeast 53.6 27.9 18.0

192.1 100.0 100.0

6RXUFH��,%*(�±�,QVWLWXWR�%UDVLOHLUR�GH�*HRJUD¿D�H�(VWDWtVWLFD
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2.2 A Summary of Recent Economic Activity

7KH�%UD]LOLDQ�HFRQRP\�KDV�JURZQ�VRPH������LQ�������FRQWUDVWLQJ�ZLWK�
the much more modest growth rates observed in advanced and other 

GHYHORSLQJ�HFRQRPLHV��ZKLFK�DUH�VWLOO�VWUXJJOLQJ�WR�RYHUFRPH�WKH�������
�����LQWHUQDWLRQDO�ğQDQFLDO�FULVLV��%UD]LOłV�JURZWK�KDV�EHHQ�ZKROO\�EDVHG�
RQ�WKH�H[SDQVLRQ�RI�WKH�GRPHVWLF�PDUNHW�DQG�IDU�H[FHHGHG�WKH���������
percent range estimated by the government to be the long-run potential 

rate of growth in Brazil. Domestic demand has increased steadily at a 

similarly high rate throughout the year, with consumption increasing 

�����DQG�SULYDWH�LQYHVWPHQW������%RRPLQJ�FXUUHQW�JRYHUQPHQW�
H[SHQGLWXUH�DQG�LQYHVWPHQWV�ŋ�HVSHFLDOO\�XQGHU�WKH�*URZWK�$FFHOHUDWLRQ�
3URJUDPV���DQG�����Programa de Aceleração do Crescimento���H���ŋ�3$&�
��DQG����ŋ�DQG�VSHQGLQJ�RQ�VRFLDO�SURJUDPV�DQG�WKH�VRFLDO�VHFXULW\�
V\VWHP��ZKLFK�GRPLQDWHG�/XODłV�DGPLQLVWUDWLRQ��KDYH�KHOSHG�LQFUHDVH�WKH�
disposable income of the lower strata of the population.

7KH�HIIHFW�RI�ORRVH�ğVFDO�SROLF\�RQ�GHPDQG�KDV�EHHQ�FRPSOHPHQWHG�E\�
a huge expansion of domestic credit by both private and government-

RZQHG�EDQNV��%1'(6��%DQFR�GR�%UDVLO�DQG�&DL[D�(FRQ÷PLFD�)HGHUDO���
Special credit is due to BNDES, which has supported the investments 

of middle and large companies during the past three years, when credit 

KDV�EHHQ�VFDUFH���*LYHQ�WKH�QDUURZ�OLPLWV�RI�GRPHVWLF�VXSSO\��WKH�H[FHVV�
demand has been accommodated, to some extent, by the sharp reduction 

LQ�WKH�WUDGH�EDODQFH��*RRGV�LPSRUWV�KDYH�LQFUHDVHG�����DQG�H[SRUWV�
����WKLV�\HDU��ZKLOH�WKH�VHUYLFHV�DQG�LQFRPH�DFFRXQW�DUH�QHJDWLYH�E\�
86�����ELOOLRQ��7KH�UHVXOW�LV�D�FXUUHQW�DFFRXQW�GHğFLW�RI�86�����ELOOLRQ��RU�
�����RI�*'3��XS�IURP������ODVW�\HDU�
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%UD]LOłV�H[XEHUDQW�JURZWK�KDV�EHHQ�PDGH�SRVVLEOH�E\�DQ�DEXQGDQW�VXSSO\�
RI�IRUHLJQ�FDSLWDO��ERWK�EHIRUH�DQG�ŋ�HVSHFLDOO\�ŋ�DIWHU�WKH�����������
LQWHUQDWLRQDO�ğQDQFLDO�FULVLV��7KLV�FUHGLW�KDV�ğQDQFHG�WKH�FXUUHQW�DFFRXQW�
GHğFLW�DQG�IRUFHG�WKH�&HQWUDO�%DQN�WR�DFFXPXODWH�DQ�DGGLWLRQDO�86��
���ELOOLRQ�RI�UHVHUYHV��)HEUXDU\������UHVHUYHV�UHDFKHG�UHFRUG�86������
ELOOLRQV��WR�DYRLG�IXUWKHU�DSSUHFLDWLRQ�RI�WKH�H[FKDQJH�UDWH�

7KH�FDSLWDO�LQĠRZ�KDV�EHHQ�GLYHUVLğHG��EXW�DUELWUDJH�IXQGV�KDYH�EHHQ�
SURPLQHQW�DQG�GLUHFWHG�WR�WKH�ğ[HG�LQFRPH�PDUNHW�WR�H[SORLW�WKH�ODUJH�
LQWHUHVW�UDWH�GLIIHUHQWLDO�EHWZHHQ�%UD]LO�DQG�DGYDQFHG�FRXQWULHV��:KLOH�
LQWHUHVW�UDWHV�LQ�WKH�86$��(XURSH�DQG�-DSDQ�KDYH�EHHQ�FORVH�WR�]HUR��
%UD]LOLDQ�UDWHV�KDYH�UHPDLQHG�DW�D�ZRUOGZLGH�KLJK�RI�DURXQG�����
SHU�\HDU��WKH�&HQWUDO�%DQN�UDWH���7KH�FRQVHTXHQFH�KDV�EHHQ�IXUWKHU�
appreciation of the real relative to the dollar, despite the reserve 

DFTXLVLWLRQV�RI�WKH�&HQWUDO�%DQN��,Q�WXUQ��WKH�VWURQJ�5HDO�KDV�IXUWKHU�
stimulated the demand for tradable goods and services and enlarged 

WKH�FXUUHQW�DFFRXQW�GHğFLW��'XULQJ�WKH�ODVW�PRQWKV�RI�WKH�\HDU��WKH�
JRYHUQPHQW�LQFUHDVHG�WKH�WD[�RQ�IRUHLJQ�SRUWIROLR�FDSLWDO��ğ[HG�LQFRPH�
LQVWUXPHQWV��IURP����WR�����EXW�ZLWK�OLWWOH�HIIHFW�VR�IDU��$V�LQ�PDQ\�
other countries today, the appreciation of Brazilian currency, and the 

WUDGDEOH�VHFWRUłV�FRQVHTXHQW�ORVV�RI�FRPSHWLWLYHQHVV�LQ�ZRUOG�PDUNHWV��
SRVHV�DQ�LPSRUWDQW�DQG�GLIğFXOW�SUREOHP�IRU�WKH�FRPLQJ�\HDUV�

$�FRQVHTXHQFH�RI�WKH�EXR\DQW�GRPHVWLF�GHPDQG��ODUJHO\�LQĠXHQFHG�E\�
consumer credit, which in Brazil still has room for expansion, has been 

WKH�UHWXUQ�RI�LQĠDWLRQDU\�SUHVVXUHV��HVSHFLDOO\�VWHPPLQJ�IURP�WKH�ODERU�
PDUNHW��7KH�UDWH�RI�XQHPSOR\PHQW�KDV�IDOOHQ�EHORZ�����WKH�ORZHVW�LQ�
WZR�GHFDGHV��DQG�XQLW�ODERU�FRVWV�IRU�ğUPV�KDYH�EHHQ�ULVLQJ�VWHDGLO\�� 
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7KH�FRQVXPHU�SULFH�LQGH[��,3&$��KDV�LQFUHDVHG������WKLV�\HDU��ZHOO�DERYH�
WKH�WDUJHW�UDWH�RI������VHW�E\�WKH�JRYHUQPHQW�XQGHU�WKH�LQĠDWLRQ�WDUJHW�
framework, although the government has successfully maintained actual 

LQĠDWLRQ�ZLWKLQ�D�SUH�GHWHUPLQHG�LQĠDWLRQ�UDQJH�RYHU�WKH�SDVW�\HDUV��
7RZDUG�WKH�HQG�RI�WKH�\HDU�������WKH�&HQWUDO�%DQN�DEDQGRQHG�LWV�SDVVLYH�
SROLF\�DQG�LQFUHDVHG�WKH�UHVHUYH�UHTXLUHPHQWV�RQ�WKH�GHPDQG�DQG�WLPH�
GHSRVLWV�RI�FRPPHUFLDO�EDQNV��DQG�UDLVHG�WKHLU�FDSLWDO�UHTXLUHPHQWV�IRU�
consumer loans, in an attempt to curb consumption demand.  

$OWKRXJK�YHU\�KLJK�E\�LQWHUQDWLRQDO�VWDQGDUGV��%UD]LOLDQ�UHDO�LQWHUHVW�
UDWHV�KDYH�QHYHU�EHHQ�ORZHU��)RU�LQVWDQFH��WKH�&HQWUDO�%DQN�UDWH��LQ�UHDO�
WHUPV��LV�SUHVHQWO\�DW����SHU�\HDU��DJDLQVW�WKH�DYHUDJH�RI�QHDUO\�����IRU�
PRVW�RI�WKH�ğUVW�GHFDGH�RI�WKLV�FHQWXU\��7KLV�KHOSV�H[SODLQ�WKH�H[SDQVLRQ�
RI�GRPHVWLF�FUHGLW�IURP�����WR�����RI�*'3�RYHU�WKH�SDVW�IHZ�\HDUV��,W�
also explains the resumption of private investment, which now stands 

DW�����RI�*'3��%UD]LO�LV�FXUUHQWO\�H[SHULHQFLQJ�D�ERRP�LQ�UHVLGHQWLDO�
and commercial construction, triggered by lower mortgage costs, longer 

PDWXULWLHV�DQG�HDVLHU�ğQDQFLQJ�UHTXLUHPHQWV��

7KH�VWRFN�PDUNHW��ZKLFK�VDZ����QHZ�LVVXHV�����,32V�DQG����IROORZ�RQV��LQ�
������KDV�UHFRYHUHG�IURP�WKH�ğQDQFLDO�FULVLV�ŋ�ZLWK�VWRFN�SULFHV�UHPDLQLQJ�
UHODWLYHO\�VWDEOH�GXULQJ�WKH�\HDU�ŋ�DQG�OHYHOHG�ZLWK�LQWHUQDWLRQDO�PDUNHWV��
$V�H[SHFWHG��IRUHLJQ�GLUHFW�LQYHVWPHQW�IHOO�DIWHU�WKH�����������FULVLV��
but has shown some recovery this year. The bulk of foreign investments 

have been directed at exploring the opportunities offered by the growing 

GRPHVWLF�PDUNHW�DQG�WKHUH�KDYH�EHHQ�UHFRUG�OHYHOV�RI�0	$�DFWLYLW\�LQ������
�VHH�6HFWLRQ���EHORZ���/LWWOH�LQYHVWPHQW�KDV�EHHQ�PDGH�LQ�WKH�WUDGDEOH�
sector, in view of the strong appreciation of Brazilian currency. 
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7KH�JHQHUDO�HOHFWLRQV�KHOG�LQ�2FWREHU�1RYHPEHU�ZHUH�YHU\�IDYRUDEOH�WR�
3UHVLGHQW�/XOD�DQG�KLV�SDUW\��37���+H�KDV�QRW�RQO\�VXFFHHGHG�LQ�HOHFWLQJ�
KLV�FKRVHQ�VXFFHVVRU��'LOPD�5RXVVHII���EXW�DOVR�ZRQ�D�FRPIRUWDEOH�
PDMRULW\�LQ�ERWK�KRXVHV�RI�WKH�%UD]LOLDQ�&RQJUHVV��7KH�FRDOLWLRQ�SDUWLHV�
VXSSRUWLQJ�WKH�JRYHUQPHQW��OHG�E\�37�DQG�30'%��WRRN�����RI�WKH�
VHDWV�LQ�WKH�&KDPEHU�RI�5HSUHVHQWDWLYHV�DQG�����LQ�WKH�6HQDWH��7KLV�
theoretical majority, however, should not be overstated, due to the 

fragmentation and lack of unity among the nine parties composing it. In 

%UD]LOLDQ�SROLWLFV��WKH�)HGHUDO�$GPLQLVWUDWLRQ�KDV�WR�EDUJDLQ�HDFK�LVVXH�RI�
LQWHUHVW�RQ�D�FDVH�E\�FDVH�EDVLV�LQ�&RQJUHVV��DV�HDFK�SDUW\�YRWHV�DFFRUGLQJ�
WR�LWV�RZQ�LQWHUHVWV��DQG�GHPDQGV�SROLWLFDO�EHQHğWV�LQ�H[FKDQJH�IRU�
LWV�DOOHJLDQFH�WR�WKH�JRYHUQPHQW��0RUHRYHU��GHVSLWH�/XODłV�HQRUPRXV�
SRSXODU�SUHVWLJH��WKH�RSSRVLWLRQ�FDQGLGDWH��-RVH�6HUUD��ZRQ�D�VXEVWDQWLDO�
����RI�YRWHV�LQ�WKH�VHFRQG�URXQG�RI�WKH�SUHVLGHQWLDO�HOHFWLRQV��DQG�WKH�
opposition parties elected many state governors, which will clearly 

limit the scope for arbitrary actions by the new federal government. In 

JHQHUDO�WKRXJK��5RXVVHIIłV�JRYHUQPHQW�ZLOO�EH�D�FRQWLQXDWLRQ�RI�/XODłV��
7KH�RIğFLDOV�DSSRLQWHG�WR�WKH�PRVW�LPSRUWDQW�HFRQRPLF�SRVLWLRQV�LQ�WKH�
new administration, for instance, all occupied similar positions during 

WKH�/XOD�DGPLQLVWUDWLRQ��HYLGHQFH�WKDW�OLWWOH�ZLOO�FKDQJH�LQ�PDWWHUV�RI�
economic policy. The other ministries have been distributed among the 

FRDOLWLRQ�SDUWLHV�DFFRUGLQJ�WR�WKHLU�SDUWLHVł�SROLWLFDO�LPSRUWDQFH�
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2.3 The Outlook for 2011

Brazil is currently enjoying a very favorable cycle after decades 

VWUXJJOLQJ�ZLWK�K\SHULQĠDWLRQ��EDODQFH�RI�SD\PHQWV�FULVHV�DQG�ORZ�
growth. The outlook for the next few years is one of continuing growth 

DW�UHDVRQDEOH�UDWHV����WR���SHUFHQW�SHU�\HDU��LQ�D�FRQWH[W�RI�VWDEOH�
LQĠDWLRQ�DQG�EDODQFH�RI�SD\PHQWV�HTXLOLEULXP��7KHUH�DUH��KRZHYHU��
certain unbalances in the economy that have to be resolved if this 

positive outlook is to remain. Though from a positive angle Brazil is today 

more foreseeable and stable than it has been in the past, a number of 

FKDOOHQJHV�VWLOO�OLQJHU��VRPH�HFRQRPLF�DQG�ğVFDO��RWKHUV�FRQFHUQHG�ZLWK�
labor skills and infrastructure.

The new government will face three major economic challenges in 2011. 

7KH�ğUVW�LV�WR�UHYHUVH�WKH�H[WUDRUGLQDU\�ğVFDO�H[SDQVLRQ�SURGXFHG�E\�
/XODłV�JRYHUQPHQW�GXULQJ�KLV�VHFRQG�WHUP��2YHU�WKH�SDVW�IRXU�\HDUV��WKH�
growth of current federal expenditure, in real terms, has been almost 

GRXEOH�WKH�JURZWK�RI�*'3��&RQVLGHULQJ�WKDW�WKH�WD[�EXUGHQ�LQ�%UD]LO�
LV�DOUHDG\�DSSURDFKLQJ�����RI�*'3�DQG�FDQ�KDUGO\�EH�UDLVHG�IXUWKHU��
WKH�QHZ�DGPLQLVWUDWLRQ�ZLOO�EH�IRUFHG�WR�DGRSW�DQ�DXVWHUH�ğVFDO�VWDQFH��
In 2010, as the general elections approached, several new expenditure 

SURSRVDOV�ZHUH�SUHVHQWHG�LQ�&RQJUHVV��ODUJHO\�IRFXVLQJ�RQ�VRFLDO�VHFXULW\�
EHQHğWV��LQFRPH�JXDUDQWHHV��UHGLVWULEXWLRQ�SURJUDPV��DQG�D�KRVW�RI�
QHZ�HQWLWOHPHQWV��7KHVH�LQLWLDWLYHV�ZRXOG�XQGHUPLQH�DQ\�HIIRUW�DW�ğVFDO�
VWDELOLW\�LQ�WKH�IXWXUH��7KH�LPPHGLDWH�WDVN�RI�5RXVVHIIłV�DGPLQLVWUDWLRQ�
is to abort these proposals and establish a clear and sustained line of 

ğVFDO�DXVWHULW\��,Q�RWKHU�ZRUGV��LW�LV�WLPH�WR�SURPRWH�WKH�FRRUGLQDWLRQ�
EHWZHHQ�PRQHWDU\�DQG�ğVFDO�SROLFLHV�WKDW�WKH�/XOD�DGPLQLVWUDWLRQ�
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ODFNHG��DQG�DOOHYLDWH�WKH�LQGHSHQGHQW�&HQWUDO�%DQNłV�WDVN�RI�PDLQWDLQLQJ�
WKH�UDWH�RI�LQĠDWLRQ�XQGHU�FRQWURO��$�FHUWDLQ�GHJUHH�RI�VORZGRZQ�LQ�
domestic demand is necessary to bring the rate of growth in line with the 

HFRQRP\łV�FDSDFLW\��LI�ğVFDO�SROLF\�UHPDLQV�ORRVH��UHDO�LQWHUHVW�UDWHV�ZLOO�
have to return to the high levels of the past.

The second issue concerns the appreciation of Brazilian currency, 

D�SKHQRPHQRQ�WKDW�KDV�EHHQ�LQ�HYLGHQFH�VLQFH������DQG�ZRUVHQHG�
DIWHU�WKH�LQWHUQDWLRQDO�ğQDQFLDO�FULVLV�RI������������7KH�FRQWLQXLQJ�
DSSUHFLDWLRQ�RI�WKH�5HDO�WKUHDWHQV�%UD]LOłV�LQGXVWULDO�VWUXFWXUH��ERWK�
in terms of manufacturing exports and the capacity to compete with 

LPSRUWV��HVSHFLDOO\�IURP�WKRVH�FRXQWULHV��OLNH�&KLQD��WKDW�NHHS�WKHLU�
exchange rate undervalued. Even recognizing the global nature of the 

SUREOHP�ŋ�WKH�VR�FDOOHG�ŃFXUUHQF\�ZDUń�ŋ�DQG�WKDW�WKH�GHIHQVLYH�SROLFLHV�
taken by individual countries may prove ineffective, the new government 

can be expected react and eventually introduce new restrictions on 

SRUWIROLR�FDSLWDO�RU�RQ�LPSRUWV��7KH�JURZLQJ�FXUUHQW�DFFRXQW�GHğFLW�
has been a matter of concern and, if unchecked, may threaten the good 

performance of the economy.   

)LQDOO\��LQ�RUGHU�WR�VXVWDLQ�JURZWK�UDWHV�RI�DURXQG����SHU�\HDU��%UD]LO�
QHHGV�WR�LQFUHDVH�LWV�UDWH�RI�LQYHVWPHQW�E\�VHYHUDO�*'3�SHUFHQWDJH�
SRLQWV��XS�IURP�WKH��������UDQJH�RI�UHFHQW�\HDUV��3OHQW\�RI�LQYHVWPHQW�
opportunities exist in the economy, especially in the area of 

LQIUDVWUXFWXUH��$�UHFHQW�H[DPSOH�LV�RLO�H[SORUDWLRQ�LQ�GHHS�VHD�ZDWHUV��
ZKLFK�LV�HVWLPDWHG�WR�UHTXLUH�KXQGUHGV�RI�ELOOLRQV�RI�GROODUV�RYHU�WKH�
next years. The same can be said of other areas, like renewable energy, 

transportation, ports, and telecommunications. For that to happen, 

KRZHYHU��WZR�WKLQJV�DUH�QHFHVVDU\��7KH�ğUVW�LV�WR�JHQHUDWH�SRVLWLYH�VDYLQJ�
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UDWHV�LQ�WKH�SXEOLF�VHFWRU��WKHVH�DUH�FXUUHQWO\�QHJDWLYH���VLQFH�PDQ\�
infrastructure segments depend on government investment. Hence there 

LV�QHHG�IRU�ğVFDO�DXVWHULW\��7KH�VHFRQG�LV�WR�FUHDWH�D�IULHQGOLHU�DQG�PRUH�
SUHGLFWDEOH�HQYLURQPHQW�IRU�SULYDWH�VDYLQJ�DQG�LQYHVWPHQW��$W�WKH�HQG�RI�
ODVW�\HDU��WKH�JRYHUQPHQW�FUHDWHG�WD[�LQFHQWLYHV�IRU�ORQJ�WHUP�ğQDQFLDO�
instruments, with the goal of promoting the private capital market. This 

is already a recognition of the resource constraints on the state-owned 

EDQNV��SDUWLFXODUO\�%1'(6��ğ[HG�FDSLWDO�IRUPDWLRQ��DQG�&()��UHVLGHQWLDO�
FRQVWUXFWLRQ���LQ�VXSSO\LQJ�WKH�IXQGV�QHFHVVDU\�IRU�ğQDQFLQJ�WKH�
LQYHVWPHQW�HIIRUW��%UD]LOłV�VXFFHVVIXO�ELG�WR�KRVW�WKH������),)$�:RUOG�&XS�
LQ�DQG�WKH������2O\PSLF�*DPHV�KDV�SURYLGHG�DQ�RSSRUWXQLW\�WR�PRELOL]H�
resources to increase the rate of investment.

By the same token, as the present scarcity of labor reveals, there is an 

urgent need for Brazil to rethink its entire educational system and its 

labor training programs, which rank poorly in international evaluations 

of educational performance. During the two past decades, a successful 

effort has been made to universalize primary and secondary education. 

%XW�TXDOLW\�KDV�IDLOHG�WR�LPSURYH�ŋ�DQG�KDV�HYHQ�ZRUVHQHG��/XODłV�
government did little in this regard, as it privileged higher education 

and spent a larger share of the federal budget expanding the network of 

IHGHUDO�XQLYHUVLWLHV�DFURVV�WKH�FRXQWU\��$�VKLIW�RI�SULRULW\�EDFN�WR�SULPDU\�
DQG�VHFRQGDU\�HGXFDWLRQ�LV�LQ�RUGHU��DLPLQJ�QRZ�DW�LPSURYLQJ�WKH�TXDOLW\�
DQG�HIğFDF\�RI�WKH�V\VWHP�
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Brazil’s GDP is the highest of Latin America, driven by its 
large and developed agricultural, mining, manufacturing and 
service sectors. 
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7RWDO�H[SRUWV�VKRZHG�D�VLJQLğFDQW�LQFUHDVH�LQ�����������IURP�
the prior year), despite the overappreciatian of the Real caused by 
among other reasons record-breaking foreign direct investments 
DQG�JUHDW�LQĠRZ�RI�IXQGV�DWWUDFWHG�E\�WKH�KLJK�LQWHUHVW�UDWHV��1RWH�
WKDW�VLQFH������&KLQD�KDV�EHFRPH�WKH�PRVW�VLJQLğFDQW�GHVWLQDWLRQ�RI�
Brazil’s exports, overtaking the United States.

Main exports / imports - by country

Country exports  (US$ Millions) 2006 2007 2008 2009 2010(*)

China 8,399 10,749 16,403 20,191 23,192

United States 24,679 25,314 27,648 15,740 14,155

Argentina 11,714 14,417 17,606 12,785 13,033

Netherlands 5,744 8,841 10,483 8,150 7,335

Germany 5,675 7,211 8,851 6,175 5,926

Japan 3,884 4,321 6,115 4,270 4,594

Russia 3,443 3,741 4,653 2,869 3,081

Italy 3,829 4,464 4,765 3,016 2,988

Chile 3,896 4,264 4,792 - 2,931

Venezuela 3,555 4,724 5,150 3,610 2,848

Mexico 4,440 4,260 4,281 2,676 2,747

Others 58,213 68,343 87,195 73,513 33,339

Total 137,471 160,649 197,942 152,995 116,169

Source: Secretaria do Comércio Exterior ( Brazilian Trade Balance Consolidated Data Report)
(*) From January to September. Total exports in 2010 reached US$201.9 billion
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Country imports  (US$ Millions) 2006 2007 2008 2009 2010(*)

United States 14,850 18,887 25,810 20,183 19,948

China 7,989 12,618 20,040 15,911 18,210

Argentina 8,057 10,410 13,258 11,281 10,596

Germany 6,503 8,675 12,025 9,866 9,084

South Korea 3,106 3,391 5,412 4,818 6,377

Japan 3,839 4,610 6,807 5,368 5,038

Nigeria 3,885 5,273 6,706 4,760 4,595

France 2,837 3,525 4,678 3,615 3,545

Italy 2,570 3,347 4,612 3,664 3,530

Chile 2,908 3,483 4,162 2,616 2,881

Others 34,850 46,402 69,687 45,565 48,352

Total 91,394 120,621 173,197 127,647 132,156

Source: Secretaria do Comércio Exterior ( Brazilian Trade Balance Consolidated Data Report)
(*) From January to September. Total imports in 2010 reached US$181.9 billion

China has also become the main provider of Brazil’s imports. 
7RWDO�LPSRUWV�LQ������UHDFKHG�86����ELOOLRQ��DQ�LQFUHDVH�RI�
DSSUR[LPDWHO\�����FRPSDUHG�WR������
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'HVSLWH�H[SRUWLQJ�D�GLYHUVLğHG�UDQJH�RI�SURGXFWV��FRPPRGLW\�EDVHG�LWHPV�
have historically played an important role in Brazil’s foreign sales.

Main exports / imports - by product

Exports (in US$ million) 2007 2008 2009 2010(*)

Minerals (ores) 12,026 18,727 14,453 20,627

Oil and fuel 16,042 19,427 14,497 16,387

Transport material 23,865 27,026 16,160 15,115

Soybeans 11,386 17,986 17,251 14,854

Meats & meats products 11,095 14,283 11,471 9,915

Sugar & Ethanol 6,578 7,873 9,716 9,587

Metallurgic products 16,100 23,047 11,104 8,931

Machines e equipments 8,724 9,671 6,256 5,836

Paper & Pulp 4,726 5,834 5,001 4,965

Coffee 3,856 4,733 4,251 3,774

Electrical equipments 5,712 6,500 4,694 3,554

Footwear & Leather 4,389 4,064 2,764 2,624

Others 36,150 38,771 35,377

Total 160,649 197,942 152,995 116,169

Source: Secretaria do Comércio Exterior (Brazilian Trade Balance Consolidated Data Report)
(*) From January to September. Total exports in 2010 reached US$ 201.9 billion.
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Imports (in US$ million) 2007 2008 2009 2010(*)

Capital goods 25,120 35,929 29,690 29,787

Oil and fuel 20,068 31,466 16,745 18,923

Consumption goods 16,024 22,525 21,523 22,377

Intermediate goods 59,409 83,277 59,689 61,069

Total 120,621 173,197 127,647 132,156

Source: Secretaria do Comércio Exterior (Brazilian Trade Balance Consolidated Data Report)
(*) From January to September. Total imports in 2010 reached US$ 181.9 billion.
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Petrobras (oil), Vale (iron ore) and Embraer (aircrafts) are amongst 
the companies with largest exports and imports transactions.

Exports by company (US$ Millions) 2006 2007 2008 2009

Petrobras 11,087 13,626 19,299 12,307

Vale 5,990 7,904 13,531 10,826

Embraer 3,269 4,737 5,733 4,053

Bunge Alimentos 2,267 3,055 5,023 4,344

ADM do Brasil 801 1,224 2,593 2,770

Sadia (Brazil Foods) 1,316 1,776 2,424 1,873

6DPDUFR�0LQHUDomR 1,087 1,279 2,228 1,461

&DUJLOO�$JUtFROD 1,606 1,759 2,205 2,336

Mercedes - Benz do Brasil - 1,424 2,109 1,234

Volkswagen do Brasil 2,279 2,126 2,002 1,479

Other 107,769 121,738 140,794 110,312

Total 137,471 160,649 197,942 152,995

Source: Secretaria do Comércio Exterior
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Imports by company (US$ Millions) 2006 2007 2008 2009

Petrobras 11,207 15,374 24,087 12,555

Embraer 2,217 2,957 3,766 2,580

Alberto Pasqualini - REFAP 2,015 2,324 3,536 2,105

Bunge Alimentos 294 1,241 2,777 414

Cisa Trading 734 1,376 1,833 1,320

Motorola Industrial 1,946 1,866 1,667 711

Mercedes - Benz do Brasil - 1,047 1,589 967

Samsung Eletrônica da Amazônia 901 1,046 1,554 1,478

&RSHVXO���&LD�3HWURTXtPLFD�GR�6XO 1,102 1,316 1,524 153

Volkswagen do Brasil 783 1,079 1,458 1,313

Other 70,197 90,991 129,408 104,051

Total 137,471 160,649 197,942 152,995

Source: Secretaria do Comércio Exterior
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Foreign direct investor

In US$ billion 2004 2005 2006 2007 2008 2009 2010(*)

Netherlands 7,705 3,208 3,495 8,116 4,624 5,722

United States 3,978 4,644 4,434 6,039 6,918 4,878

Spain 1,055 1,220 1,514 2,164 3,787 3,415

Germany 795 1,269 848 - - 2,459

France 486 1,458 745 1,214 2,856 2,136

Japan 243 779 648 465 4,099 1,673

Canada 593 1,435 1,286 819 1,438 1,371

Cayman Islands 1,522 1,078 1,974 1,604 1,555 1,092

Chile 22 103 27 716 263 1,027

United Kingdom 275 153 395 1,004 641 1,025

Austrália 6 926 117 494 1,153 707

Norway 27 43 339 256 176 667

Luxembourg 747 139 745 2,855 5,937 537

British Virgin Islands 245 255 280 372 1,047 403

Other countries 2,568 4,810 5,385 5,832 8,356 3,331

Total 20,265 21,522 22,231 31,948 42,850 30,444 48,500

Source: Brazilian Central Bank
(*) Split by year not available

Europe and the US have been the main foreign direct investors in 
WKH�ODVW�ğYH�\HDUV��7KH�PDQXIDFWXULQJ�DQG�VHUYLFHV�VHFWRUV�UHFHLYHG�
UHVSHFWLYHO\�����DQG�����RI�WKH�WRWDO�LQYHVWPHQW�LQ�������)RUHLJQ�
GLUHFW�LQYHVWRUV�VKRZHG�D�VKDUS�LQFUHDVHG�RI�DSSUR[LPDWHO\�����LQ�
������WRWDOLQJ�5������ELOOLRQ�

Note on above table: data is driven by the country of origin of the 

LQYHVWLQJ�HQWLW\��DQG�WKHUHIRUH�GRHV�QRW�QHFHVVDULO\�UHĠHFW�WKH�RULJLQDO�
country source of funds.
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M&A and Private  
Equity Activity

3.1 2010 M&A Activity and the 2011 Outlook

'XULQJ�WKH�����V��%UD]LO�EHJDQ�WR�ZHOFRPH�LQFUHDVLQJ�QXPEHUV�
of foreign investors, following a series of liberalizing structural 

changes, including moves towards a more open economy, 

privatization and deregulation of key sectors. The country then 

H[SHULHQFHG�VHYHUDO�\HDUV�RI�ĠX[�UHVXOWLQJ�IURP�D�QXPEHU�RI�
crises in other emerging economies and high levels of foreign 

and domestic debt.  This was combined with uncertainty over the 

GLUHFWLRQ�RI�HFRQRPLF�SROLF\�IROORZLQJ�WKH�HOHFWLRQ�RI�WKH�/XOD�
government that many commentators believed would lead Brazil 

back to a condition of unstable exchange rates, erratic growth and 

ORZ�OHYHOV�RI�0	$�DFWLYLW\�DQG�)RUHLJQ�'LUHFW�,QYHVWPHQW��,QVWHDG��
WKH�/XOD�JRYHUQPHQW�FRQWLQXHG�WKH�VRXQG�HFRQRPLF�SROLFLHV�RI�LWV�
predecessors and a period of strong growth commenced that, with 

WKH�H[FHSWLRQ�RI�WKH�KLDWXV�IROORZLQJ�WKH�����������GRZQWXUQ��
continues until today.

Following the slowdown, there was a return to growth in the 

QXPEHU�DQG�VL]H�RI�WUDQVDFWLRQV��LQ�����������EXVLQHVV�GHDOV�
DQQRXQFHG�GXULQJ�WKH�\HDU��D�UHFRUG�LQ�FRXQWU\łV�KLVWRU\���$�GHDO�
YDOXH�ZDV�UHYHDOHG�IRU�����RI�WKHVH�WUDQVDFWLRQV��JLYLQJ�D�WRWDO�RI�
DSSUR[LPDWHO\�86����ELOOLRQ��RU�DQ�DYHUDJH�RI�86�����PLOOLRQ�SHU�
DQQRXQFHG�GHDO��,Q�FRPSDULVRQ�ZLWK�IRUPHU�SHULRGV�������WR�������
ZLWK�DQ�DYHUDJH�RI�����WUDQVDFWLRQV�SHU�\HDU�DQG������WKURXJK�
������ZLWK�DQ�DYHUDJH�RI�����WUDQVDFWLRQV�SHU�\HDU�������VHW�D�QHZ�
EHQFKPDUN��(YHQ�FRPSDUHG�WR�������D�YHU\�VWURQJ�SHULRG�IRU�WKH�
ZLGHU�JOREDO�HFRQRP\�ZLWK�KLJK�OLTXLGLW\��D�KLJK�OHYHO�RI�LQYHVWPHQW�
DQG�DFWLYH�FDSLWDO�DQG�PHUJHUV�DQG�DFTXLVLWLRQV�PDUNHWV��������
UHSUHVHQWHG�DQ�LQFUHDVH�RI����LQ�0	$�YROXPH�LQ�%UD]LO��
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*URZWK�LV�EHLQJ�DFFRPSDQLHG�E\�DQ�H[SDQVLRQ�RI�ERWK�WKH�W\SH�
and origin of investors, as well as the nature of targeted sectors.
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7KH������UHFRUG�LQ�WKH�QXPEHU�RI�DQQRXQFHG�WUDQVDFWLRQV�UHĠHFWV�
the excellent state of the Brazilian economy and demonstrates the 

political and social maturity of the country, despite international 

developments in the post-crisis era.

In a year which was undermined by uncertainties about the 

performance of international economies, Brazil emerged stronger 

and more attractive to investors, largely due to its speedy recovery 

UHODWLYH�WR�ODUJHU�DQG�PRUH�PDWXUH�HFRQRPLHV�OLNH�WKH�86$�DQG�WKH�
(XUR]RQH�FRXQWULHV��3ULYDWH�HTXLW\�SOD\HUV�UHLQIRUFH�WKHPVHOYHV�
as they act as an alternative for companies seeking new capital 

UHVRXUFHV�DQG�RSSRUWXQLWLHV�WR�FRQVROLGDWH�VHFWRUV��$SDUW�IURP�
LWV�PDLQ�REMHFWLYH�LQ�LQFUHDVLQJ�YDOXH��SULYDWH�HTXLW\�VWLPXODWHV�
Brazilian companies in mid and long term planning, besides 

continually seeking best practices in management and operations.
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,Q�D�\HDU�RI�3UHVLGHQWLDO�HOHFWLRQV��DQG�HYHQ�JLYHQ�WKDW�%UD]LO�
VWLOO�KDV�VWUXFWXUDO�GHğFLHQFLHV�LQ�VRPH�DUHDV��LQFOXGLQJ�LQ�
LQIUDVWUXFWXUH�DQG�LQ�WKH�ODFN�RI�TXDOLğHG�ODERU��DQG�WKDW�WKHUH�
are important discussions surrounding interest policies and 

government spending, the one thing that is clear is the increased 

maturity and attractiveness of the country as a whole and 

LQFUHDVLQJ�GHYHORSPHQWV�LQ�0	$�

7KLV�ERRPLQJ�0	$�PDUNHW�LV�WHVWDPHQW�QRW�RQO\�WR�%UD]LOłV�
rebound from the global downturn, but also to its underlying 

VWUHQJWK��:KLOH�LQWHUQDWLRQDO�PDUNHW�VHQWLPHQW�DERXW�0	$�
recovery this year has swung between optimism and skepticism, 

in Brazil there is a positive momentum in what looks to be 

VXVWDLQHG�DFWLYLW\�ŋ�ODUJHO\�LQĠXHQFHG�E\�WKH�FRQWH[W�GHVFULEHG�
DERYH��6WUDWHJLF�DQG�ğQDQFLDO�LQYHVWRUV�KDYH�FUHDWHG�KLVWRULFDO�
record levels of deal-making, supported by a solid macroeconomic 

FRQWH[W�DQG�WUHPHQGRXV�FRQVROLGDWLRQ�RSSRUWXQLWLHV��&RQğGHQFH�
ŋ�D�NH\�GULYHU�IRU�0	$�DFWLYLW\�ŋ�KDV�EHHQ�IXUWKHU�ERRVWHG�E\�ORZ�
unemployment rates, access to credit and the approximately 40 

PLOOLRQ�QHZ�FRQVXPHUV�LQ�%UD]LO��%UD]LOłV�QHZ�PLGGOH�LQFRPH�
FODVV���0LGGOH�PDUNHW�0	$�DFWLYLW\�UHPDLQV�VWURQJ�DQG�LV�H[SHFWHG�
WR�GULYH�0	$�LQ������

0DMRULW\�VWDNH�WUDQVDFWLRQV�DFFRXQW�IRU����SHUFHQW�RI�DOO�DQQRXQFHG�
WUDQVDFWLRQV��ZKLOH�QRQ�FRQWUROOLQJ�SRVLWLRQV�DFFRXQW�IRU����
percent, indicating a long-term investment strategy. Strategic 

DQG�ğQDQFLDO�LQYHVWRUV�DUH�ERWK�SDUWLFLSDWLQJ�DJJUHVVLYHO\�LQ�WKH�
IDVW�GHYHORSLQJ�%UD]LOLDQ�HFRQRP\��$Q�DQQXDO�DQG�PRUH�GHWDLOHG�
PRQWKO\�DQDO\VLV�RI�GHDO�ĠRZV�ZLOO�GHPRQVWUDWH�WKDW�0	$�DFWLYLW\�
in Brazil is at high levels, the monthly average number of business 

GHDOV�KDYLQJ�ULVHQ�IURP����LQ������DQG������WR����WKLV�\HDU�
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$�PXOWL�VHFWRU�DQG�PXOWL�UHJLRQ�GHDO�SURğOH�KDV�EHHQ�VHHQ�
this year, with the leading sectors by deal volume being IT, 

&RQVXPHU�3URGXFWV��LQFOXGLQJ�)RRG�$JULEXVLQHVV�	�%HYHUDJHV��
+HDOWKFDUH�DQG�&OHDQLQJ�3URGXFWV���0LQLQJ��6HUYLFHV��+HDOWKFDUH��
(GXFDWLRQ�DQG�*HQHUDO�6HUYLFHV��DQG�&KHPLFDOV�2LO�	�*DV��1H[W�
LQ�VLJQLğFDQFH�FRPH�)LQDQFLDO�6HUYLFHV��/RJLVWLFV��5HWDLO�DQG�
,QIUDVWUXFWXUH�&RQVWUXFWLRQ��7KH�ODUJHVW�VHFWRU��,7��KROGV�VRPH�
���RI�WRWDO�GHDO�DFWLYLW\�LQ�WHUPV�RI�YROXPH��WKH�RWKHU�VHFWRUV�
following close behind.

$GGLWLRQDO�LQIRUPDWLRQ�RQ�WKH�SURğOH�RI�WKH� 
Brazilian M&A market

Buyers

ō� /RFDO�DQG�PXOWLQDWLRQDO�ğUPV
ō� 3ULYDWH�HTXLW\�DQG�EX\�RXW�IXQGV
ō� *RYHUQPHQW�DQG�SULYDWH�SHQVLRQ�IXQGV
ō Distressed debt conversions

Targets

ō� 3ULYDWH�FRPSDQLHV
ō Family owned

ō� 3ULYDWL]DWLRQ�
ō� &DUYH�RXW�RI�DFTXLUHG�QRQ�FRUH�EXVLQHVVHV�
ō Non-core or distressed businesses of multinational companies
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Foreign and domestic capital participation in  
M&A activities

%UD]LOLDQ�LQYHVWRUV�SDUWLFLSDWHG�LQ�����EXVLQHVV�GHDOV������RI�
DFTXLVLWLRQV��FRQWUROOLQJ�DQG�PLQRULW\�VWDNH�GHDOV���,Q������WKH�
QXPEHU�ZDV�����GHDOV��VR�WKH�QXPEHUV�IRU�WKLV�\HDU�UHSUHVHQW�DQ�
LQFUHDVH�RI�FLUFD�����

)RUHLJQ�LQYHVWRUV�WRRN�SDUW�LQ�����WUDQVDFWLRQV��D�UHFRUG�QXPEHU�
IRU�IRUHLJQHUV���RU�����RI�WKH�EXVLQHVV�GHDOV��7KH�LQFHQWLYH�WR�LQYHVW�
in Brazil is evident when one observes the level of participation 

of foreign investors in the total transactions where there was a 

FRQVWDQW�LQFUHDVH��������6XFK�D�PRYHPHQW�VKRXOG�UHLQIRUFH�
the new momentum attained, particularly in terms of stable, 

transparent growth, demonstrated by the Brazilian economy. 

7UDQVDFWLRQV�ZLWK�GHDO�YDOXH�RYHU�86������PLOOLRQV

Source: PwC Corporate Finance
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(OHYHQ�%UD]LOLDQ�FRPSDQLHV�FDPH�WR�PDUNHW�LQ�������SOXV����IROORZ�
RQV���DJDLQVW�VL[�LQ������DQG�IRXU�LQ��������%UD]LOłV�UHFRUG�\HDU�IRU�
,32V�ZDV�������ZKHQ����FRPSDQLHV�UDLVHG������ELOOLRQ�%UD]LOLDQ�5HDO�
�������ELOOLRQ��

:KLOVW�WKH������KLJKOLJKW�ZDV�WKH�/DWLQ�$PHULFDQ�UHFRUG�EUHDNLQJ�
%DQFR�6DQWDQGHU��%UDVLO��6�$��,32��ZKLFK�UDLVHG�86����EQ��LQ�
�����LQYHVWRUV�IRFXVHG�RQ�WKH�UHFRUG�86����ELOOLRQ�VKDUH�RIIHULQJ�
E\�3HWUREUDV��WKH�JRYHUQPHQW�FRQWUROOHG�RLO�SURGXFHU�

$TXLVLWLRQ�GHDOV�E\�RULJLQ�RI�EX\HU��
�

6RXUFH��3Z&�&RUSRUDWH�¿QDQFH�UHSRUW
(*) Transactions released on press. It does not includes agreements
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3.2 Private Equity

Private Equity in Brazil continues to gains momentum

:KLOH�ZRUOGZLGH�SULYDWH�HTXLW\�EDFNHG�0	$�DFWLYLW\�ZDV�
VHYHUHO\�DIIHFWHG�LQ�������LQ�%UD]LO�3ULYDWH�(TXLW\�DFWLYLW\�UHDFKHG�
UHFRUG�OHYHOV��$IWHU�PDNLQJ�XS����SHUFHQW�RI�WKH�EXVLQHVV�GHDOV�
DQQRXQFHG�LQ�������LW�UHDFKHG����SHUFHQW�RI�WKH�GHDOV�DQQRXQFHG�
LQ�������7KLV�VKDUH��ZKLFK�ZDV����SHUFHQW�LQ������DQG����SHUFHQW�
LQ�������UHĠHFWV�DJJUHVVLYH�3ULYDWH�(TXLW\�LQYHVWPHQW�VWUDWHJLHV�
and the consolidation of various sectors. This disparity has 

RFFXUUHG�LQ�D�PDUNHW�ZKHUH�WKH�3ULYDWH�(TXLW\�LQGXVWU\�LV�QRW�
UHOLDQW�RQ�ğQDQFLDO�OHYHUDJH�DQG�LV�WKHUHIRUH�OHVV�DIIHFWHG�E\�WKH�
LQWHUQDWLRQDO�FUHGLW�FULVLV�DQG�OLTXLGLW\�FRQVWUDLQWV�

&DSLWDOL]HG�DQG�ZLWK�VRPH�86���EQ�DYDLODEOH�IRU�LQYHVWPHQWV��
D�VLJQLğFDQW�SDUW�RI�3ULYDWH�(TXLW\�DFWLYLW\�LQ�%UD]LO�KDV�LQYROYHG�
FRQVROLGDWLRQ�RSSRUWXQLWLHV�LQ�ŃFDVK�IRU�LQYHVWPHQWVń�GHDOV��7KH�
largest investors this year are in the food and drink segments, 

along with real estate construction, consumer goods, IT, education 

DQG�WKH�ğQDQFLDO�DQG�HQHUJ\�VHFWRUV��$GGLWLRQDOO\��GHDO�VL]H�KDV�
started to increase from the small- to mid- market transactions 

that have historically dominated the market.

7KH�%UD]LOLDQ�SULYDWH�HTXLW\�PDUNHW�KDV�EHHQ�VWLPXODWHG�E\�D�
FRPELQDWLRQ�RI�IDFWRUV�WKDW�KDYH�VWUHQJWKHQHG�WKH�FRXQWU\łV�
SRVLWLRQ�QRW�RQO\�DV�DQ�HPHUJLQJ�PDUNHW�DOWHUQDWLYH�WR�&KLQD�DQG�
India, but as an attractive current alternative to more developed 

markets that have experienced a much slower return to growth. 

$�FRPELQDWLRQ�RI�IDFWRUV��VXFK�DV�LQFUHDVLQJO\�VRSKLVWLFDWHG�DQG�
OLTXLG�FDSLWDO�PDUNHWV��ZKLFK�KDYH�VHHQ�����,32V�DQG�IROORZ�RQV�
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RYHU�WKH�SDVW�ğYH�\HDUV�������EHLQJ�D�UHFRUG�\HDU�ZLWK������QHZ�
ğQDQFLQJ�LQVWUXPHQWV�DQG�H[LVWLQJ�H[LW�DOWHUQDWLYHV��VXFK�DV�VDOHV�
WR�VWUDWHJLF�SOD\HUV��FDSLWDO�PDUNHWV��,32�RU�VDOHV�WR�RWKHU�3(V�
RU�IXQGV�RI�IXQGV���DORQJ�ZLWK�WKH�FRQWLQXLQJ�GHPRQVWUDWLRQ�RI�
political and economic stability have opened the eyes of foreign 

3ULYDWH�(TXLW\�LQYHVWRUV�WR�%UD]LO��ZKLFK�LV�QRZ�UHJDUGHG�DV�D�
serious player in the global market.

The presence of the large funds that have traditionally operated 

LQ�%UD]LO��OLNH�$,*��$GYHQW��*3��%DQFR�3ÀWULD�DQG�*ÀYHD��KDV�
FRQWLQXHG�WR�JURZ�DORQJVLGH�WKH�HQWUDQFH�DQG�RU�FRQğUPDWLRQ�
RI�LQWHUHVW�LQ�WKH�FRXQWU\��DV�SXEOLVKHG�LQ�WKH�PHGLD��RI�ğUPV�
LQFOXGLQJ�%ODFNVWRQH��&DUO\OH��*(�&DSLWDO��2QH�(TXLW\�3DUWQHUV��
0RUJDQ�6WDQOH\��$SD[�3DUWQHUV�DQG�&9&��$OO�WKHVH�SOD\HUV�DUH�
competing for investment opportunities with other local and 

international funds as well as with strategic investors.

%UD]LO�KDV�D�PXOWL�VHFWRU�SURğOH�LQ�0	$

Strengthened by the dimensions of resources and the extensive 

SRVVLELOLWLHV�LQ�WKH�FRXQWU\��0	$�DFWLYLW\�LV�VSUHDG�DFURVV�VHYHUDO�
VHFWRUV��,7�VKRZHG�WKH�PRVW�DFWLYLW\��UHSUHVHQWLQJ����RI�WKH�WRWDO�
amount announced, most of it in the software segment and in 

network systems. The fragmented nature and need for investment 

LQ�WKLV�VHFWRU�LV�DWWUDFWLYH�IRU�0	$�

)RRG��&KHPLFDO�	�3HWURFKHPLFDO�DQG�0LQLQJ�DUH�UHVSRQVLEOH�IRU�
����RI�WKH�WRWDO�DPRXQW�RI�EXVLQHVV�GHDOV��6HUYLFHV��%DQNV�DQG�
5HWDLO�WRJHWKHU�UHSUHVHQW�����RI�WKH�GHDOV�DQQRXQFHG��2WKHU�
VHFWRUV��VXFK�DV�3XEOLF�6HUYLFHV��5HDO�(VWDWH�DQG�&RQVWUXFWLRQ��
7UDQVSRUWDWLRQ��(GXFDWLRQ�DQG�$JULEXVLQHVV��ZHUH�UHVSRQVLEOH�IRU�
����RI�WKH�GHDOV�DQQRXQFHG��ZLWK�����WUDQVDFWLRQV�
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7KH�DSSURDFK�RI�WKH�3ULYDWH�(TXLW\�LQGXVWU\�LQ�%UD]LO�LV�ZLGHU�
and funds in Brazil tend to be more flexible in terms of interest 

WR�EH�DFTXLUHG�DQG�LQYHVWPHQW�VL]H��7KH�W\SLFDO�GHDO�VL]H�
remains low, although a number of larger business deals are 

increasingly being seen.

Who is already investing? 

$SSUR[LPDWHO\�����3ULYDWH�(TXLW\�DQG�9HQWXUH�&DSLWDO�ğUPV�KDYH�
LQYHVWHG�LQ�%UD]LO�WKURXJK�RYHU�����LQYHVWPHQW�YHKLFOHV���3ULYDWH�
HTXLW\�LQYHVWRUV�PRUH�WKDQ�WUHEOHG�WKHLU�VKDUH�RI�WKH�%UD]LOLDQ�0	$�
PDUNHW�RYHU�WKH�SDVW�IRXU�\HDUV��UHDFKLQJ�D�VKDUH�RI�����LQ�������
6RPH�RI�WKH�3ULYDWH�(TXLW\�LQYHVWPHQW�KLJKOLJKWV�LQ������ZHUH�

ō� &DUO\OH�DFTXLUHV�VKDUHV�LQ�&9&
ō IdeiasNet sold Media Factory

ō� %7*�DFTXLUHV�VKDUHV�RI�5HGH�'łRU
ō� %7*�LQYHVWV�86������PLOOLRQ�LQ�7H[WâOLD
ō� $SD[�DFTXLUHV��������LQ�7LYLW
ō� &DUO\OH�DFTXLUHV�4XDOLFRUS
ō� %7*�DFTXLUHV�5RVÀULR�'LVWULWDO
ō� %ODFNVWRQH�DFTXLUHV�VKDUHV�LQ�3DWULD
ō� �*�DGTXLUHV�%XUJHU�.LQJ
ō� -3�0RUJDQ�DFTXLUHV�����RI�*ÀYHD
ō� $FWLV�LQYHVWV�86������PLOOLRQ�LQ�;3�,QYHVWLPHQWRV
ō� .LQHD�DFTXLUHV�D�PLQRULW\�SDUWLFLSDWLRQ�RI�*UXSR�0XOWL�DQG�

Yazigi

ō IdeiasNet sold Netmovies

ō� ,QWHUQDWLRQDO�LQYHVWRUV�LQYHVW�LQ�%7*
ō� &DUO\OH�DFTXLUHV�6FDOLQD
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What to expect for the near future in the Brazilian  
M&A Market?

([SHFWDWLRQV�DUH�WKDW�WKH�%UD]LOLDQ�0	$�DQG�LQYHVWPHQWV�FRQWH[W�
ZLOO�FRQWLQXH�WR�PDWXUH�DQG�UHDFK�QHZ�OHYHOV��&DSLWDO�PDUNHWV�DUH�
also expected to return to pre-crisis levels and market specialists 

H[SHFW�VRPH����,32V�LQ�VHYHUDO�VHFWRUV��IURP�&RQVXPHU�3URGXFWV�
WR�&RQVWUXFWLRQ�DQG�IURP�,QGXVWULDO�3URGXFWV�WR�5HWDLO�DQG�
)LQDQFH��%HQHğWWLQJ�IURP�OHVV�UHOLDQFH�RQ�ğQDQFLDO�OHYHUDJH�DQG�
WKHUHIRUH�OHVV�H[SRVXUH�WR�OLTXLGLW\�FRQVWUDLQWV��DV�ZHOO�DV�WKH�
expected slow return to growth across the rest of the world and the 

continuingly successful differentiation of Brazil as an alternative 

investment prospect, the investment outlook is positive. 2011, and 

RQZDUGV��VKRXOG�VHH�QHZ�UHFRUGV�RI�RYHUDOO�0	$�DFWLYLW\�DV�ZHOO�DV�
QHZ�3(�HQWUDQWV��

The main sectors of investment will continue to be Food and 

&RQVXPHU�*RRGV��+HDOWKFDUH��(GXFDWLRQ�DQG�2XWVRXUFLQJ�
6HUYLFHV��5HDO�(VWDWH��(QHUJ\�DQG�)LQDQFH��ZLWK�FRQVROLGDWLRQ�LQ�
all these sectors continuing to be a key driver. Infrastructure, given 

%UD]LOłV�VWUXFWXUDO�GHğFLHQFLHV��DQG�2LO�	�*DV�DUH�DOVR�VHFWRUV�OLNHO\�
WR�VHH�WR�LPSURYHPHQW�LQ�DFWLYLW\��&RPSDQLHV�LQ�%UD]LO�DUH�IDFLQJ�
D�WUDQVIRUPDWLRQ�SHULRG��:LWK�EHWWHU�FRUSRUDWH�JRYHUQDQFH�DQG�
DFFRXQWLQJ�SURFHGXUHV�LQ�SODFH��,)56�KDV�EHHQ�PDQGDWRU\�IRU�
ODUJH�FRPSDQLHV�VLQFH�'HFHPEHU������DQG�D�PRUH�VLPSOLğHG�DQG�
RSWLRQDO�VHW�RI�UXOHV�KDV�EHHQ�HVWDEOLVKHG�IRU�PLG�VL]H�FRPSDQLHV���
most companies are experiencing the challenges of having a local 

company that is being transformed into a regional, then a national 

DQG�ğQDOO\�DQ�LQWHUQDWLRQDO�RSHUDWLRQ�
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Culture

7KLV�VHFWLRQ�SUHVHQWV�DQ�RYHUYLHZ�RI�%UD]LOłV�FXOWXUH�IURP�WKH�SRLQW�RI�
view of investment.

Language

%UD]LOłV�RIğFLDO�ODQJXDJH�LV�3RUWXJXHVH��7KHUH�DUH�QR�VLJQLğFDQW�ORFDO�
GLDOHFWV�RU�RWKHU�GHULYDWLRQV�IURP�WKH�RIğFLDO�ODQJXDJH��EXW�D�QXPEHU�RI�
ZRUGV�DQG�SKUDVHV�YDU\�IURP�WKRVH�XVHG�LQ�3RUWXJDO��(QJOLVK�LV�WKH�PRVW�
used foreign language in the business community.

Religion

7KH�SUHGRPLQDQW�UHOLJLRQ�LV�5RPDQ�&DWKROLFLVP��0DQ\�RWKHU�UHOLJLRQV�
are also practiced, since immigrants of different creeds have settled in 

Brazil. The constitution guarantees freedom of religion.

Education

The government offers free state and subsidied private educational 

facilities from primary school through university, with full- or part-

time curricula. The government also subsidises national apprenticeship 

training programs as preparation for various industrial and commercial 

sectors, as well as an educational program to reduce illiteracy among 

DGXOWV��$ERXW����SHUFHQW��������RI�WKH�DGXOW�SRSXODWLRQ�LV�FRQVLGHUHG�
WR�EH�OLWHUDWH��7KH�JHQHUDO�OHYHO�RI�HGXFDWLRQ�UHTXLUHV�FRQVLGHUDEOH�
LPSURYHPHQW��$SSUR[LPDWHO\�����SHUFHQW�RI�HQUROOHG�VWXGHQWV�JR�RQ�WR�
higher education.

,PSURYHPHQWV�LQ�WKH�SXEOLFłV�HGXFDWLRQ�OHYHOV�KDYH�EHHQ�REVHUYHG��
compared to the previous decade.
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Living standards

The standard of living of a large proportion of the population is very low, 

ZKLOH�WKDW�RI�WKH�WRS�VWUDWXP�LV�H[WUHPHO\�KLJK��:KLOVW�LPSURYLQJ��WKLV�
income gap between the rich and poor has been a constant preoccupation 

of successive governments. Basic social indicators underscore the 

differences in regional development.

*'3�SHU�FDSLWD�ZDV�DSSUR[LPDWHO\�86����WKRXVDQG�LQ������

Cultural and social life in Brazil

:LWK�LWV�PL[HG�EDFNJURXQG�RI�3RUWXJXHVH��,WDOLDQ��*HUPDQ��-DSDQHVH��
(DVW�(XURSHDQ��0LGGOH�(DVWHUQ�DQG�$IULFDQ�LPPLJUDQWV��%UD]LO�RIIHUV�D�
wide diversity of cultural and social activities depending on the region 

RI�WKH�FRXQWU\��0RVW�PDMRU�FLWLHV�VXSSRUW�FXOWXUDO�LQVWLWXWLRQV��/HLVXUH�
and recreation activities are mainly outdoors, taking advantage of the 

favourable climate. Many social clubs in Brazil offer extensive sports and 

social facilities.

The attitude of local business community towards  
foreign investment

In general, the attitude of local businessmen towards foreign investment 

LV�ZHOFRPLQJ��&HUWDLQ�VHFWRUV�KDYH�H[HUWHG�VWURQJ�OREE\LQJ�SUHVVXUH�LQ�
order to protect their activities, including the imposition of trade barriers 

and the establishment of restrictions on foreign investment. In the past, 

VXFK�SROLWLFDO�SUHVVXUH�ZDV�TXLWH�VXFFHVVIXO�EXW�VLQFH�WKH�HDUO\�QLQHWLHV��WKH�
government has gradually improved this situation as it seeks to generate 

PRUH�HIğFLHQF\�DQG�FRPSHWLWLYHQHVV�LQ�WKH�EXVLQHVV�HQYLURQPHQW�
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Workforce attitude towards foreign investment

If foreign investment and management can be seen to bring jobs and 

FRPSHWH�RQ�DQ�HTXDO�EDVLV�ZLWK�%UD]LOLDQ�EXVLQHVVHV��WKH�DWWLWXGH�RI�WKH�
workforce tends to be welcoming.

Cultural perception of Due Diligence

The need for a potential investor to peform detailed analysis and due 

diligence has been accepted by sellers of local businesses in Brazil. 

However, the purposes of due diligence are not always clear in the minds 

of local businessmen and the staff of target companies. It is sometimes 

thought to be some form of audit work or to be limited to an analysis of 

WKH�FRPSDQ\łV�ğQDQFLDO��WD[�DQG�OHJDO�SRVLWLRQV�

The existence of generally less homogeneous accounting and reporting 

V\VWHPV��DQG�OHVV�VRSKLVWLFDWHG�ğQDQFLDO�DQG�DFFRXQWLQJ�GHSDUWPHQWV�LQ�
medium and small sized Brazilian companies, renders the preparation 

of due diligence information and the execution of due diligence 

H[HUFLVHV�JHQHUDOO\�PRUH�GLIğFXOW�DQG�WLPH�FRQVXPLQJ�WKDQ�WKDQ�LQ�PRUH�
developed countries.
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Accounting Principles and 
Audit Requirements

Audit requirements and practices

Investor considerations

ō� 3XEOLF�OLVWHG�Ń6�$�ń�FRUSRUDWLRQV�DUH�UHTXLUHG�WR�SXEOLVK�WKHLU�
DQQXDO�ğQDQFLDO�VWDWHPHQWV�

ō� 7KH�DQQXDO�ğQDQFLDO�VWDWHPHQWV�RI�DOO�OLVWHG�FRPSDQLHV�DQG�
DOO�ŃODUJH�FRPSDQLHVń��HQWLWLHV�ZLWK�WRWDO�DVVHWV�RI�RYHU�5��
����PLOOLRQ�RU�DQQXDO�UHYHQXH�RYHU�5������PLOOLRQ��PXVW�EH�
audited by an independent auditor registered at the Brazilian 

6HFXULWLHV�&RPPLVVLRQ��&90��
ō Financial institutions and other entities under the jurisdiction 

RI�WKH�&HQWUDO�%DQN��DV�ZHOO�DV�LQVXUDQFH�FRPSDQLHV��DUH�
UHTXLUHG�WR�SXEOLVK�DQQXDO�DQG�VHPL�DQQXDO�DXGLWHG�ğQDQFLDO�
statements.

ō� 7KH�TXDUWHUO\�ğQDQFLDO�LQIRUPDWLRQ�RI�OLVWHG�FRUSRUDWLRQV�
DQG�ğQDQFLDO�LQVWLWXWLRQV�PXVW�EH�ğOHG�ZLWK�WKH�DSSURSULDWH�
UHJXODWRU��WKH�&90�RU�&HQWUDO�%DQN��DQG�UHYLHZHG�E\�DQ�
independent auditor. 

Statutory requirements

Digital books and records

,Q�-DQXDU\�������)HGHUDO�'HFUHH������LQVWLWXWHG�WKH�3XEOLF�'LJLWDO�
%RRNNHHSLQJ�6\VWHP�ŋ�63('��D�WRRO�WKDW�XQLğHV�WKH�DFWLYLWLHV�
of receipt, validation, storage and authentication of documents 

DQG�ERRNV�ZKLFK�LQWHJUDWH�WKH�WD[SD\HUłV�FRPPHUFLDO�DQG�ğVFDO�
ERRNNHHSLQJ��WKURXJK�D�VLQJOH��FRPSXWHUL]HG�ĠRZ�RI�LQIRUPDWLRQ�
DQG�WKH�XVH�RI�GLJLWDO�FHUWLğFDWLRQ�
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63('�LV�DQ�LQWHJUDWHG�LQLWLDWLYH�RI�WKH�IHGHUDO�ğQDQFLDO�
administration for three different areas: the Digital Fiscal 

%RRNNHHSLQJ��Escrituração Fiscal Digital���()'���'LJLWDO�$FFRXQWLQJ�
%RRNNHHSLQJ��Escrituração Contábil Digital���(&'��DQG�WKH�
(OHFWURQLF�,QYRLFH��Nota Fiscal Eletrônica���1)�H���

7KH�$FFRXQWLQJ�63('�ŋ�(&'�WRRO�LV�LQWHQGHG�WR�UHSODFH�WKH�LVVH�RI�
hardcopy accounting books with softcopies. The general journal 

�livro diário���JHQHUDO�OHGJHU��livro razão���DX[LOLDU\�ERRNV�DQG�
the trial balances and balance sheets will be generated as part of 

a set of digital documents. The project includes the presentation 

of information for the federal, state and, hereafter, municipal tax 

DXWKRULWLHV��DV�ZHOO�DV�IRU�WKH�1DWLRQDO�5HJLVWUDWLRQ�'HSDUWPHQW�
RI�&RPPHUFH��'HSDUWDPHQWR�1DFLRQDO�GH�5HJLVWUR�GH�&RPÒUFLR���
WKH�&HQWUDO�%DQN��%$&(1���686(3�DQG�WKH�%UD]LOLDQ�6HFXULWLHV�
&RPPLVVLRQ��&90���7KHVH�DFFRXQWLQJ�ERRNV�PXVW�EH�GHOLYHUHG�RQ�
the current deadlines.

$XGLWHG�ğQDQFLDO�VWDWHPHQWV

7KH�DQQXDO�ğQDQFLDO�VWDWHPHQWV�RI�WKH�IROORZLQJ�HQWLWLHV�PXVW�
EH�DXGLWHG�E\�LQGHSHQGHQW�DXGLWRUV�UHJLVWHUHG�DW�WKH�&90��WKH�
&HQWUDO�%DQN�DQG�RWKHU�JRYHUQPHQW�DJHQFLHV��DV�DSSOLFDEOH�

ō� /LVWHG�FRUSRUDWLRQV
ō� Ń/DUJH�FRPSDQLHVń��DV�GHğQHG�DERYH�
ō Financial institutions and other entities under the jurisdiction 

RI�WKH�&HQWUDO�%DQN
ō Investment funds 

ō Stock exchanges

ō Insurance companies 

ō� 3ULYDWH�SHQVLRQ�IXQGV
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Financial institutions and insurance companies must also have their 

VHPL�DQQXDO�ğQDQFLDO�VWDWHPHQWV�DXGLWHG��7KH�TXDUWHUO\�ğQDQFLDO�
UHSRUWV�RI�OLVWHG�HQWLWLHV�VXSHUYLVHG�E\�WKH�&90�PXVW�EH�UHYLHZHG�E\�
independent auditors.

:KHQ�D�SULYDWH�FRUSRUDWLRQ�GRHV�QRW�KDYH�LQGHSHQGHQW�DXGLWRUV��
WKH�FRPSDQ\łV�DXGLW�FRPPLWWHH��FRQVHOKR�ğVFDO��PD\�DSSRLQW�WKHP�
DW�WKH�FRUSRUDWLRQłV�H[SHQVH�LI�LW�LV�EHOLHYHG�WKDW�WKLV�LV�QHFHVVDU\�IRU�
WKH�IXOğOPHQW�RI�LWV�UHVSRQVLELOLWLHV��

(YHQ�ZKHQ�QRW�UHTXLUHG�E\�UHJXODWLRQ�RU�E\ODZV��EDQNV�DQG�RWKHU�
ğQDQFLHUV�IUHTXHQWO\�UHTXLUH�DXGLWHG�ğQDQFLDO�VWDWHPHQWV�IURP�
borrowers.

7KH�WD[�DXWKRULWLHV�GR�QRW�UHTXLUH�DXGLWHG�ğQDQFLDO�VWDWHPHQWV���

Internal auditors cannot be used as statutory auditors.

Auditing standards

Brazilian accounting and auditing standards were recently converged 

ZLWK�WKH�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��,)56��LVVXHG�
E\�WKH�,$6%�DQG�,QWHUQDWLRQDO�6WDQGDUGV�RQ�$XGLWLQJ��,6$V��LVVXHG�
E\�WKH�,QWHUQDWLRQDO�)HGHUDWLRQ�RI�$FFRXQWDQWV��,)$&��WKURXJK�WKH�
,QWHUQDWLRQDO�$XGLWLQJ�DQG�$VVXUDQFH�6WDQGDUGV�%RDUG��,$$6%���

$V�SDUW�RI�WKH�DFFRXQWLQJ�VWDQGDUGV�FRQYHUJHQFH�SURFHVV�WKH�ORFDO�
VWDQGDUG�VHWWHU��&)&��LVVXHG�VHYHUDO�DFFRXQWLQJ�SURQRXQFHPHQWV�
�&3&łV��VLQFH�������7KHVH�QHZ�VWDQGDUGV�DSSO\�WR�WKH�DXGLWV�RI�
ğQDQFLDO�VWDWHPHQWV�IRU�SHULRGV�HQGLQJ�RQ�RU�DIWHU����'HFHPEHU������

The information here is not a comprehensive source for assessing 

DQG�XQGHUVWDQGLQJ�DXGLW�UHTXLUHPHQWV�DQG�SUDFWLFHV��:H�VWURQJO\�
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advise you seek help from your accounting consultants when 

assessing these matters. 

Accounting principles and practices

Investor considerations

ō� /DZ���������HQDFWHG�LQ�������PRGLğHG�WKH�%UD]LOLDQ�&RUSRUDWH�
/DZ�DQG�OHJLVODWLRQ�UHJDUGLQJ�WKH�%UD]LOLDQ�VHFXULWLHV�PDUNHW�DQG�
WKH�&90��$OWKRXJK�WKH�DFFRXQWLQJ�SURIHVVLRQDOV��VWDQGDUG�VHWWHUV�
and regulators were already committed to seeking convergence 

ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��,)56���WKHVH�
PRGLğFDWLRQV�WR�%UD]LOLDQ�&RUSRUDWH�/DZ�ZHUH�QHFHVVDU\�WR�SURYLGH�
WKH�ĠH[LELOLW\�DQG�DJLOLW\�WR�PRYH�IRUZDUG�LQ�WKDW�GLUHFWLRQ��

ō� $OWKRXJK�WKH�FRQYHUJHQFH�SURFHVV�LV�XQGHUZD\�DQG�VHYHUDO�QHZ�
Brazilian accounting pronouncements have been issued to that 

HQG��IXOO�FRQYHUJHQFH�ZLWK�,)56�KDV�QRW�\HW�EHHQ�DFKLHYHG��6HYHUDO�
differences still remain for the 2010 calendar year. 

ō� /LVWHG�FRPSDQLHV��ğQDQFLDO�LQVWLWXWLRQV�DQG�LQVXUDQFH�FRPSDQLHV�
PXVW�SUHSDUH�WKHLU������FRQVROLGDWHG�ğQDQFLDO�VWDWHPHQWV�LQ�
IXOO�FRPSOLDQFH�ZLWK�,)56�DV�LVVXHG�E\�WKH�,$6%��7KHLU�VWDQG�
DORQH�XQFRQVROLGDWHG�ğQDQFLDO�VWDWHPHQWV��KRZHYHU��ZLOO�VWLOO�EH�
prepared in accordance with accounting practices adopted in 

%UD]LO��2WKHU�FRPSDQLHV�DUH�QRW�UHTXLUHG�WR�DGRSW�,)56�DQG�PD\�
SUHSDUH�WKHLU�ğQDQFLDO�VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�DFFRXQWLQJ�
practices adopted in Brazil.

ō� :H�VWURQJO\�DGYLVH�SURVSHFWLYH�LQYHVWRUV�WR�VHHN�IRU�KHOS�IURP�
accounting consultants when assessing potential differences in 

accounting practices during due diligence investigations.
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Tax Issues

Preliminary comments regarding the tax environment in Brazil 

The tax system is highly regulated and extremely complex and it is 

GLIğFXOW��LI�QRW�LPSRVVLEOH��WR�VWUXFWXUH�D�WUDQVDFWLRQ�LQ�RUGHU�WR�DYRLG�RU�
eliminate succession liability.

There are also a number of other factors which increase the risk in 

WKLV�DUHD��LQFOXGLQJ�WKH�QDWXUH�RI�WKH�OHJLVODWLRQ��VRPHWLPHV�ZLWK�DQ�
HPSKDVLV�RQ�IRUP�UDWKHU�WKDQ�VXEVWDQFH�RI�WUDQVDFWLRQV���WKH�IUHTXHQF\�
of tax audits performed by Federal, State and Municipal authorities, the 

incidence of relatively high penalties and interest charges in the event of 

QRQ�FRPSOLDQFH�DQG�DQ�HQIRUFHPHQW�SURFHVV�ZKLFK�LV�GLIğFXOW�WR�SUHGLFW�
�DQG�DW�WLPHV�DUELWUDU\��

It is also important to consider the fact that the statute of limitations for 

PRVW�WD[HV�DQG�VRFLDO�FKDUJHV�LQ�%UD]LO�LV�RI�ğYH�\HDUV��,Q�FDVH�RI�IUDXG��
the statute of limitations period does not apply.

During the statute of limitation period, a company can be inspected by 

the federal, state and municipal tax authorities regardless the fact that a 

FHUWDLQ�WD[�RU�ğVFDO�SHULRG�KDYH�DOUHDG\�EHHQ�H[DPLQHG��,Q�RWKHU�ZRUGV��
even tough a certain tax or period were already submitted to inspections, 

it does not mean that the taxpayer cannot be afterwards inspected and 

assessed by the tax authorities, to the extent that statute of limitations 

period is still in place.
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:LWK�UHVSHFW�WR�VXFFHVVLRQ�OLDELOLWLHV�LQ�%UD]LO��WKH�UHVSRQVLELOLW\�WR�
pay current and previous tax and labour liabilities, both known and 

unknown, generally follows the legal entity, based on the concept that 

WKH�RZQHU�RI�WKH�RSHUDWLQJ�DVVHWV�RU�WKH�DFTXLUHU�RI�WKH�EXVLQHVV�XQLW�
retains the capacity to generate income and hence, pay the tax or labour 

OLDELOLWLHV��$V�D�UHVXOW��ZKHWKHU�LQ�VWUXFWXULQJ�WKH�WUDQVDFWLRQ�DV�DQ�DVVHW�
RU�D�VWRFN�DFTXLVLWLRQ��WKH�EX\HU�VWHSV�LQWR�WKH�VKRHV�RI�WKH�SUHYLRXV�
owner with respect to all tax and labour liabilities and contingencies.

3HQDOWLHV���7D[�GHEWV�PD\�EH�VXEMHFW�WR�SHQDOWLHV�IURP�����WR�������
For federal taxes, if the taxpayer voluntarily pays the tax debt before 

LQLWLDWLQJ�DQ\�WD[�LQVSHFWLRQ��WKH�SHQDOWLHV�VKDOO�EH�LPSRVHG�DW�����RI�
WKH�WD[�GHEW��7KH�SHQDOWLHV�DUH�LQFUHDVHG�WR�����LQ�FDVH�WKH�SD\HU�LV�
DVVHVVHG�E\�WKH�UHOHYDQW�WD[�DXWKRULWLHV�DQG�WR������LQ�FDVH�RI�IUDXG��
%RWK�SHQDOWLHV������DQG�������FDQ�EH�UHGXFHG�XS�WR�������DQG������
respectively, if the taxpayer decides not to challenge the assessment 

made by the tax authorities and pays the tax debts assessed.

Tax treatment for foreign investors 

$V�D�JHQHUDO�UXOH��ORFDO�DQG�IRUHLJQ�LQYHVWRUV�DUH�WUHDWHG�HTXDOO\�DV�
UHJDUGV�LQYHVWPHQW�DQG�WD[�EHQHğWV��7KHUH�DUH�QR�VSHFLDO�)HGHUDO�WD[�
incentives to attract foreign investors, with a few exceptions such as the 

capital gain taxation.

Stock acquisition

The most common means used by foreign companies to invest in Brazil is 

WKURXJK�WKH�DFTXLVLWLRQ�RI�D�%UD]LOLDQ�WDUJHW�HQWLW\�WKURXJK�WKH�SXUFKDVH�
of its shares.
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7KLV�DFTXLVLWLRQ�PHWKRG�KDV�VHYHUDO�WD[�DQG�ODERXU�LPSOLFDWLRQV�IRU�WKH�
buyer. From a legal standpoint, the business unit retains its identity in all 

UHVSHFWV�LQFOXGLQJ�LWV�WD[SD\HU�LGHQWLğFDWLRQ�QXPEHU��$V�D�UHVXOW��WKH�EX\HU�
will step into the shoes of the former owner and be subject to, and primarily 

liable for, any known and unknown tax and labour contingent liabilities. 

,Q�DGGLWLRQ�WR�WKLV��WKH�EX\HU�ZLOO�EH�DOVR�SULPDULO\�OLDEOH�IRU�DQ\�ğQHV�DQG�
SHQDOWLHV�LPSRVHG�E\�WKH�WD[�DXWKRULWLHV�UHJDUGOHVV�RI�ZKHWKHU�VXFK�ğQHV�
RU�SHQDOWLHV�UHODWH�WR�WDUJHW�DFWLYLWLHV�SULRU�WR�RU�DIWHU�WKH�WUDQVDFWLRQ��:KHQ�
DFTXLULQJ�WKH�VWRFN�RI�D�%UD]LOLDQ�7DUJHW�&RUSRUDWLRQ��FDXWLRQ�PXVW�WKHUHIRUH�
be exercised so that the major tax and labour contingent liabilities can be 

LGHQWLğHG��PHDVXUHG�DQG�DQDO\]HG��VR�WKDW�WKH�EX\HU�FDQ�IDFWRU�WKH�FRVW�RI�
the liabilities into the overall investment decision.

3URYLGHG�WKDW�FHUWDLQ�FRQGLWLRQV�DUH�PHW��IRUHLJQ�LQYHVWRUV�FDQ�EHQHğW�
IURP�DQ�DFTXLVLWLRQ�VWUXFWXUH�DFFRUGLQJ�ZKLFK�WKH�WD[�ŃJRRGZLOOń�SDLG�IRU�
WKH�DFTXLVLWLRQ�RI�LQWHUHVW�LQ�D�%UD]LOLDQ�FRPSDQ\�LV�WD[�GHGXFWLEOH�RYHU�
D�ğYH�\HDU�PLQLPXP�SHULRG��)RU�%UD]LOLDQ�WD[�SXUSRVHV�WKH�WD[�JRRGZLOO�
would consist of the positive difference between purchase price and the 

QHW�HTXLW\�YDOXH�RI�WKH�DFTXLUHG�LQWHUHVW�LQ�WKH�%UD]LOLDQ�FRPSDQ\��3OHDVH�
see further comments in the next pages.

Purchase of assets and assumption of liabilities

$�IRUHLJQ�LQYHVWRU�PD\��IRU�D�YDULHW\�RI�EXVLQHVV�UHDVRQV��VWUXFWXUH�WKH�
DFTXLVLWLRQ�RI�D�%UD]LOLDQ�7DUJHW�&RUSRUDWLRQ�DV�DQ�DVVHW�SXUFKDVH�RI�WKH�
EXVLQHVV�XQLW��RSHUDWLQJ�DVVHWV���DQG�DVVXPH�SDUW�RU�DOO�RI�WKH�UHODWHG�
OLDELOLWLHV��8QOLNH�D�VWRFN�DFTXLVLWLRQ��WKH�DFTXLUHU�ZLOO�EH�VHFRQGDULO\�OLDEOH�
IRU�WKH�LQFRPH�WD[�OLDELOLWLHV�EXW�ZLOO�EH�SULPDULO\�OLDEOH�IRU�9$7�WD[HV��,&06��
3,6��&2),16�DQG�,3,��DQG�ODERXU�OLDELOLWLHV��,Q�DGGLWLRQ��LW�LV�QRW�FRPPRQ�WR�
VWUXFWXUH�D�WUDQVDFWLRQ�DV�DQ�DVVHW�DFTXLVLWLRQ�LQ�%UD]LO�EHFDXVH�WKH�WUDQVIHU�RI�
DVVHWV�ZLOO�W\SLFDOO\�WULJJHU�DGGLWLRQDO�9$7�WD[HV��,&06��3,6��&2),16�DQG�,3,��
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Types of investment mechanisms in Brazil

Besides the private deals, a foreign investor has mostly two other 

DOWHUQDWLYHV�RI�LQYHVWLQJ�LQ�D�%UD]LOLDQ�&RUSRUDWLRQ��ZKLFK�DUH�RIWHQ�XVHG��
7KH\�DUH��L��DFTXLULQJ�VKDUHV�GLUHFWO\�RQ�WKH�%UD]LOLDQ�VWRFN�H[FKDQJH�
PDUNHW�DQG��LL��LQYHVWLQJ�RQ�),3��(TXLW\�,QYHVWPHQW�)XQGV���$FFRUGLQJO\��
under certain circumstances the capital gains on the disposal of such 

LQYHVWPHQWV�PDGH�LQ�WKH�%UD]LOLDQ�&RUSRUDWLRQV�DUH�QRW�VXEMHFW�WR�ORFDO�
WD[DWLRQ��SURYLGHG�WKH\�PHHW�FHUWDLQ�UHTXLUHPHQWV��DV�SHU�ORFDO�WD[�DQG�
corporate legislation.

In summary, capital gains derived from sales of shares of listed 

FRPSDQLHV�RQ�WKH�%UD]LOLDQ�6WRFN�([FKDQJH��%RYHVSD��DUH�VXEMHFW�
WR�WD[DWLRQ�DW�D����UDWH�ZKHQ�WKH�IRUHLJQ�LQYHVWRU�LV�QRW�ORFDWHG�LQ�D�
jurisdiction considered by the Brazilian tax authorities as a low tax 

MXULVGLFWLRQ��ŃWD[�KDYHQVń��DQG�WKH�LQYHVWPHQW�ZDV�PDGH�LQ�DFFRUGDQFH�
ZLWK�WKH�%UD]LOLDQ�0RQHWDU\�&RXQFLO��L�H��LQYHVWRUV�TXDOLğHG�E\�WKH�
5HVROXWLRQ��������LVVXHG�E\�WKH�%UD]LOLDQ�&HQWUDO�%DQN��

,Q�UHJDUGV�WR�DQ�IRUHLJQ�LQYHVWPHQW�WKURXJK�D�),3��LQ�VXPPDU\��QRQ�
UHVLGHQWV�LQYHVWRUV�PD\�EH�JUDQWHG�WR�D����WD[DWLRQ�SURYLGHG�WKDW�FHUWDLQ�
FRQGLWLRQV�DUH�PHW�VXFK�DV���L������RU�PRUH�RI�WKH�),3łV�SRUWIROLR�PXVW�
consist of shares, convertible debentures or warrants issued by Brazilian 

FRPSDQLHV���LL��GHEW�LQVWUXPHQWV�FDQQRW�H[FHHG����RI�WKH�WRWDO�),3łV�
SRUWIROLR���LLL��),3�TXRWD�KROGHUV��LQGLYLGXDOO\�RU�WRJHWKHU�ZLWK�UHODWHG�
SDUWLHV��PXVW�QRW�KROG�����RU�PRUH�RI�WKH�WRWDO�TXRWDV�LVVXHG�E\�WKH�
%UD]LOLDQ�),3��LY��),3�TXRWD�KROGHUV��LQGLYLGXDOO\�RU�WRJHWKHU�ZLWK�UHODWHG�
SDUWLHV��FDQQRW�EHQHğW�IRU�����RU�PRUH�RI�WKH�LQFRPH�DULVLQJ�IURP�WKH�
),3��DQG��LY��D�GLUHFW�IRUHLJQ�TXRWD�KROGHU�RI�WKH�),3�FDQQRW�EH�GRPLFLOHG�
in a tax haven.
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CFC rules

Brazilian resident companies are taxed on worldwide income. Foreign 

EUDQFK�SURğWV�DUH�WD[HG�DV�HDUQHG�DQG�IRUHLJQ�VXEVLGLDU\�SURğWV�DUH�
taxed when distributed or made available to the Brazilian controlling 

FRPSDQ\��3URğWV�DUH�FRQVLGHUHG�DYDLODEOH�WR�WKH�%UD]LOLDQ�FRQWUROOLQJ�
FRPSDQ\�DW�WKH�WLPH�WKH�&)&�FORVHV�LWV�ğQDQFLDO�VWDWHPHQWV�DW�WKH�HQG�RI�
LWV�ğVFDO�\HDU��

7KH�&)&łV�SURğWV�DUH�VXEMHFW�WR�%UD]LOLDQ�FRUSRUDWH�LQFRPH�WD[HV�DW�WKH�
FRPELQHG�UDWH�RI������'RXEOH�WD[DWLRQ�LV�DYRLGHG�E\�PHDQV�RI�IRUHLJQ�
tax credits. 

There are no tax breaks to encourage the location of multinational 

FRPSDQLHVł�KHDGTXDUWHUV�DQG�DGPLQLVWUDWLYH�RIğFHV�LQ�%UD]LO�DQG�RU�WKH�
XVH�RI�%UD]LO�DV�D�EDVH�IRU�RIIVKRUH�ğQDQFLDO�RSHUDWLRQV�

Investing directly from abroad X Investing through a 
Brazilian vehicle 

The advantage of investing in Brazil through a Brazilian vehicle is that 

this alternative may allow a potential tax deduction in Brazil of eventual 

WD[�JRRGZLOO�SDLG�XSRQ�WKH�DFTXLVLWLRQ��ZKLFK�LV�QRW�SRVVLEOH�LQ�%UD]LO�LI�
WKH�DFTXLVLWLRQ�LV�GLUHFWO\�IURP�D�FRPSDQ\�DEURDG��

Note that, in theory, the existence of an intermediary holding company 

is neutral from a pure tax perspective, as dividends distribution is not 

subject to taxation. However, it may naturally bring some additional 

administrative costs to the group as well as determine an additional 

WD[DWLRQ�RI�DQ\�LQWHUHVW�RQ�QHW�HTXLW\�SDLG�E\�WKH�RSHUDWLQJ�FRPSDQ\�WR�
WKH�KROGLQJ�HQWLW\�E\�WKH�3,6�DQG�&2),16��WZR�VRFLDO�FRQWULEXWLRQ�RQ�
UHYHQXHV�OHYLHG�DW�D�������FRPELQHG�UDWH��
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Tax Goodwill Amortisation 

,Q�RUGHU�WR�EHQHğW�IURP�WKH�WD[�JRRGZLOO�GHGXFWLRQ�IRU�ORFDO�WD[�SXUSRVHV�
WKH�DFTXLVLWLRQ�RI�LQWHUHVW�LQ�D�%UD]LOLDQ�FRPSDQ\�LV�PDGH�WKURXJK�WKH�
incorporation of a Brazilian vehicle company or through an existing Brazilian 

entity. For Brazilian tax purposes, tax goodwill is the difference between the 

SXUFKDVH�SULFH�DQG�WKH�FRUUHVSRQGLQJ�QHW�HTXLW\�RI�WKH�WDUJHW�FRPSDQ\�

7KH�WD[�JRRGZLOO�DPRXQW�SDLG��LQ�WKH�DFTXLVLWLRQ�RI�LQWHUHVW�LQ�D�%UD]LOLDQ�
company, after the merger of the Brazilian vehicle into the operating 

HQWLW\��RU�YLFH�YHUVD���LI�SDLG�GXH�WR�WKH�IXWXUH�SURğWDELOLW\�RI�WKH�
DFTXLUHG�FRPSDQ\��PD\�EH�GHGXFWHG�IRU�ORFDO�WD[�SXUSRVHV�LQ�D���\HDU�
�PLQLPXP��WR����\HDU�SHULRG��PD[LPXP��

2QH�UHOHYDQW�UHTXLUHPHQW�WKDW�KDV�WR�EH�REVHUYHG�ZKHUH�XVLQJ�WKH�WD[�
structure above, among others, consists of providing evidence that 

WKH�DFTXLVLWLRQ�VWUXFWXUH�LV�VXSSRUWHG�E\�FRQVLVWHQW�HFRQRPLF�UHDVRQV�
�EXVLQHVV�SXUSRVHV���7KH�HYLGHQFH�WKDW�WKH�VWUXFWXUH�ZDV�HVWDEOLVKHG�
with the only purposes of reducing the tax burden may jeopardize the tax 

goodwill deduction.

$V�IURP�-DQXDU\�������WKH�JRRGZLOO�FRQFHSW�FKDQJHG�IRU�ORFDO�
corporate and accounting purposes. For accounting purposes, the 

FRVW�RI�WKH�LQYHVWPHQW�DFTXLUHG�ZRXOG�KDYH�WR�EH�DOORFDWHG�WR�WKH�IDLU�
YDOXH�RI�WKH�DVVHWV�DQG�OLDELOLWLHV�RI�WKH�DFTXLUHG�FRPSDQ\�DQG��LI�SDUW�
RI�VXFK�DFTXLVLWLRQ�FRVW�FRXOG�QRW�EH�DOORFDWHG��WKH�UHPDLQLQJ�DPRXQW�
would have to be recorded in as an intangible asset, not subject to any 

DPRUWL]DWLRQ��QDPHG�JRRGZLOO��$FFRUGLQJO\��WKHUH�DUH�UXPRXUV�WKDW�WKH�
relevant authorities are discussing potential changes with respect to tax 

goodwill amortization for local tax purposes.  Some rumours indicate 

that the tax goodwill amortization period would be no longer based on a 

��WR����\HDU�SHULRG�EXW�ZRXOG�EH�LQ�OLQH�ZLWK�WKH�DFFRXQWLQJ�UXOHV�DERYH��
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,Q�WKLV�FDVH��WKH�EHQHğWV�DULVLQJ�IURP�WKH�WD[�JRRGZLOO�ZRXOG�EH�VXEMHFW�WR�
a longer period of amortization, if any. There are also rumours indicating 

WKDW�WKH�WD[�EHQHğW�ZRXOG�EH�VLPSO\�FHDVHG�

Thin Cap rules 

Interest paid or credited by a Brazilian entity to a related party abroad 

�LQGLYLGXDO�RU�OHJDO�HQWLW\���ZKLFK�ZDV�QRW�FRQVWLWXWHG�LQ�D�WD[�KDYHQ�
or in a jurisdiction with privileged tax regime, may be deducted for 

income tax purposes if the interest expense is viewed as necessary for the 

DFWLYLWLHV�RI�WKH�ORFDO�HQWLW\�DQG�WKH�IROORZLQJ�UHTXLUHPHQWV�DUH�PHW�

I.� WKH�GHEW�DPRXQW�JUDQWHG�E\�WKH�IRUHLJQ�UHODWHG�SDUW\��ZKLFK�KDV�
SDUWLFLSDWLRQ�LQ�WKH�%UD]LOLDQ�HQWLW\��GRHV�QRW�H[FHHG�WZLFH�WKH�
DPRXQW�RI�LWV�SDUWLFLSDWLRQ�LQ�WKH�QHW�HTXLW\�RI�WKH�%UD]LOLDQ�HQWLW\�

II.� WKH�GHEW�DPRXQW�JUDQWHG�E\�D�IRUHLJQ�UHODWHG�SDUW\��ZKLFK�GRHV�QRW�
KDYH�SDUWLFLSDWLRQ�LQ�WKH�%UD]LOLDQ�HQWLW\��GRHV�QRW�H[FHHG�WZLFH�WKH�
DPRXQW�RI�WKH�QHW�HTXLW\�RI�WKH�%UD]LOLDQ�HQWLW\�

III.� WKH�WRWDO�GHEW�DPRXQW�JUDQWHG�E\�IRUHLJQ�UHODWHG�SDUWLHV�DV�SHU��L��
DQG��LL��GRHV�QRW�H[FHHG�WZLFH�WKH�VXP�RI�SDUWLFLSDWLRQ�RI�DOO�UHODWHG�
SDUWLHV�LQ�WKH�QHW�HTXLW\�RI�WKH�%UD]LOLDQ�HQWLW\��RU�LQ�FDVH�GHEW�LV�RQO\�
granted by related parties that do not have a participation in the 

%UD]LOLDQ�HQWLW\�

,9� the total debt amount granted by all of these related parties does not 

H[FHHG�WZLFH�WKH�DPRXQW�RI�WKH�%UD]LOLDQ�HQWLW\łV�QHW�HTXLW\�

If one of the mentioned 2:1 ratios is exceeded, the portion of interest 

related to the excess debt amount is not deductible for Brazilian 

income tax purposes.
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Similar provisions are also applicable to interest paid or credited by a 

%UD]LOLDQ�HQWLW\�WR�DQ�LQGLYLGXDO�RU�OHJDO�HQWLW\��ZKHWKHU�RU�QRW�D�UHODWHG�
SDUW\��UHVLGHQW�RU�GRPLFLOHG�LQ�D�WD[�KDYHQ�RU�LQ�D�MXULVGLFWLRQ�XQGHU�
privileged tax regime. In this case, the interest expenses is deductible 

for Brazilian income tax purposes if it is viewed as necessary to the 

FRPSDQ\łV�DFWLYLWLHV��DV�UHIHUHQFHG�DERYH��DQG�WKH�WRWDO�DPRXQW�RI�WKH�
%UD]LOLDQ�HQWLW\łV�GHEW�ZLWK�DQ\�IRUHLJQ�SDUW\�UHVLGHQW�RU�GRPLFLOHG�LQ�
a tax haven or in a jurisdiction under privileged tax regime, does not 

H[FHHG�����RI�WKH�%UD]LOLDQ�HQWLW\łV�QHW�HTXLW\��

7KH�WZR�DERYH�PHQWLRQHG�OLPLWV����WR���DQG�����WR���GHEW�WR�HTXLW\�
UDWLRV��DOVR�DSSO\�WR�FDVHV�ZKHUH�D�JXDUDQWRU��UHSUHVHQWDWLYH�RU�DQ\�RWKHU�
LQWHUYHQLQJ�SDUW\�LV�D�UHODWHG�SDUW\�RU�UHVLGHQW�RI�D�WD[�KDYHQ���SULYLOHJHG�
WD[�UHJLPH�MXULVGLFWLRQ��UHVSHFWLYHO\��

7KH�/DZ�DOVR�SURYLGHV�WKDW�DPRXQWV�SDLG��FUHGLWHG��GHOLYHUHG��XVHG�RU�
remitted under any title, directly or indirectly, to related or unrelated 

individuals or legal entities which are resident or domiciled in a tax haven 

or in a jurisdiction under privileged tax regime are deductible for Brazilian 

LQFRPH�WD[�SXUSRVHV�LI�DOO�RI�WKH�IROORZLQJ�FRQGLWLRQV�DUH�PHW���L��WKH�
HIIHFWLYH�EHQHğFLDU\�RI�WKH�SD\PHQW�LV�LGHQWLğHG���LL��WKHUH�LV�HYLGHQFH�
WKDW�WKH�EHQHğFLDU\�KDV�RSHUDWLRQDO�FDSDFLW\��L�H���VXEVWDQFH���DQG��LLL��
WKHUH�LV�DGHTXDWH�GRFXPHQWDWLRQ�WR�VXSSRUW�WKH�UHOHYDQW�SD\PHQWV�DQG�WKH�
corresponding supply of goods, rights or utilization of services.
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Brazilian Double Taxation Treaties Network 

Brazil has a limited network of Double Taxation Treaties entered with other 

FRXQWULHV��DURXQG������,W�LQFOXGHV�$XVWULD��%HOJLXP��&DQDGD��&KLQD��6RXWK�
.RUHD��'HQPDUN��6SDLQ��)UDQFH��1HWKHUODQGV��,WDO\��-DSDQ��/X[HPERXUJ��
1RUZD\��3RUWXJDO�DQG�6ZHGHQ�DPRQJ�RWKHUV��%UD]LO�GRHV�QRW�KDYH�WD[�
WUHDWLHV�HQWHUHG�ZLWK�86$�DQG�8.��EXW�KDYH�5HFLSURFLW\�$JUHHPHQWV�HQWHUHG�
with such countries which allow, in theory, the utilization of tax credits 

derived from payment of income tax in the other country. 

In terms of potential reductions on the withholding income taxation, the 

EHQHğWV�DOORZHG�E\�WKH�7UHDWLHV�DUH�OLPLWHG��7KH�DGYDQWDJH�LV�PXFK�PRUH�
UHODWHG�WR�7D[�&UHGLW�DOORZHG�LQ�RQH�DQG�WKH�RWKHU�FRXQWU\��

7KH�DGRSWLRQ�RI�D�GHWHUPLQHG�FRXQWU\�WR�EH�XVHG�DV�D�+ROGLQJ�&RPSDQ\�
for a Brazilian investment varies from case to case depending on the 

VSHFLğF�GHWDLOV�RI�HDFK�FDVH��+RZHYHU��LQ�JHQHUDO�WHUPV��7KH�1HWKHUODQGV��
6SDLQ��/X[HPERXUJ�DQG�$XVWULD�DUH�FRQVLGHUHG�WR�EH�DGYDQWDJHRXV�
jurisdictions mostly because of the Tax treaties entered with Brazil and 

YLV�¿�YLV�WKH�VSHFLğF�FODXVHV�UHODWHG�WR�WD[�FUHGLWV�DYDLODELOLW\�

Corporate legislation

%UD]LOLDQ�FRUSRUDWH�OHJLVODWLRQ�KDV�EHHQ�FKDQJHG�WKURXJK�)HGHUDO�/DZ�
�����������ZKLFK�DIIHFWHG�VLJQLğFDQWO\�DFFRXQWLQJ�SUDFWLFHV�LQ�%UD]LO�DV�
IURP�-DQXDU\���VW�������7KH�PDLQ�JRDO�RI�WKLV�QHZ�UXOH�ZDV�FKDQJH�WKH�
%UD]LOLDQ�*$$3�WRZDUGV�WKH�,)56��$V�D�FRQVHTXHQFH��VXFK�FKDQJHV�KDG�
tax implications as well.
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,Q�'HFHPEHU�������WKURXJK�WKH�3URYLVLRQDO�0HDVXUH�QŹ������%UD]LOLDQ�
*RYHUQPHQW�LQWURGXFHG�WKH�7UDQVLWRU\�7D[�5HJLPH���Ń577ń�LQ�RUGHU�
to neutralize the potential tax effects derived from new accounting 

PHWKRGRORJLHV�EURXJKW�E\�/DZ������������,Q�VXPPDU\��DFFRUGLQJ�WR�WKH�
577��FRUSRUDWH�WD[SD\HUV�ZRXOG�DYRLG�DQ\�DGYHUVH�WD[�HIIHFWV�GHULYHG�
from the new corporate legislation, i.e. ensuring that the company could 

be taxable as if the corporate and accounting rules valid up to December 

���������ZHUH�VWLOO�LQ�IRUFH��UHODWHG�H[FOXVLYHO\�WR�WKH�WD[�SHUVSHFWLYH��

Background information on the main taxes and 

contributions in Brazil

The main Federal, State and Municipal taxes are as follows.
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Taxes Statutory Rates Comments

Corporate 
Income taxes 
- Corporate 
Income Tax 
(IRPJ) and 
Corporate social 
contribution net 
income (CSL)

25%1 and 9% IRPJ and CSL are determined based on the 
calendar year, with monthly tax payments, and 
are generally computed on the basis of annual 
or quarterly taxable income.

Taxes on 
revenues - 
Contribution 
for the Social 
Integration 
Program 
(PIS) and 
Contribution for 
Social Security 
Financing 
(COFINS)

1.65% and 7.6%2 PIS and COFINS are levied on gross income.  
Companies are entitled of PIS and COFINS 
credits on the acquisition of certain inputs and 
services (non-cumulative methodology similar 
to a VAT3). 

PIS and COFINS contributions apply on the 
imports of goods and services to non-residents. 

Export revenues are tax exempt. 

Federal Excise 
Tax (IPI)

Various rates4 IPI is paid by manufacturers on behalf of their 
customers at the time of sale, either to another 
manufacturer who will further the manufacturing 
process or to the retailer who sells to the end 
user. When manufactured products are sold 
between producers, the IPI is imposed. However, 
the subsequent manufacturer is allowed a credit 
against its IPI liability, equal to the IPI paid to its 
suppliers (non cumulative tax).

IPI is also imposed on import of goods.  Export 
revenues are tax exempt. 

Import tax (II) Various rates5 Import tax is levied on the CIF price and is a 
cost to the company (not recoverable).

1 IRPJ is charged at the rate of 15% plus a surcharge of 10% on annual taxable income in excess of R$ 
240,000 (approximately US$ 120.00). 

2 Higher rates are imposed in certain sectors (such as automotive).
3 Certain companies pay PIS and COFINS under the cumulative system, which imposes a lower rate 

combined rate of 3,65% but does not enable the taxpayer to record any tax credits on acquisitions.
4� 7KH�UDWH�LV�GH¿QHG�E\�WKH�SURGXFW¶V�WD[�FRGH�DFFRUGLQJ�WR�WKH�+DUPRQL]HG�6\VWHP�
5� 7KH�UDWH�GHSHQGV�RQ�WKH�GHJUHH�RI�QHFHVVLW\�DQG�LV�GH¿QHG�E\�WKH�SURGXFW¶V�WD[�FRGH�DFFRUGLQJ�WR�WKH�

Harmonized System.
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Taxes Statutory Rates Comments

Value-added tax 
on sales and 
services (ICMS)

17, or 18% 
internal rate6

ICMS is a State tax calculated on the circulation 
of goods and on the rendering of interstate 
and inter-municipal transportation services, 
communication and on electricity, even when 
the transaction and the rendering of services 
start in another country. The tax is only 
assessed on the increase in the price of the 
product in each part of the circulation process.

ICMS is also imposed on imports. Export 
revenues are tax exempt from ICMS.
                                                               %
Intrastate transactions                  17 to 18
Interstate transactions                    7 to 12
Most imports                                 17 to 18

Service Tax 
(ISS)

2% to 5% The ISS is a municipal tax levied on gross 
revenues for certain services as per the Federal 
Government. 

In general, the service tax is levied by 
the municipality in which the Company is 
headquartered. There are some exceptions 
to this rule for services involving assembly, 
construction, demolition, among others

ISS also applies on the import of services. 

ISS is not levied on exports of services, except 
when the services are rendered in Brazil or the 
results of these services are applied in Brazil.

Withholding 
Income Tax 
(IRRF)
- Dividends

Not taxed Dividends are no taxed no matter the location of 
the recipient.

6� ,&06�LQWHUQDO�UDWH�FRUUHVSRQGLQJ�WR������H[FHSW�IRU�WKH�6WDWHV�RI�6mR�3DXOR��0LQDV�*HUDLV�DQG�
Paraná, whose tax rate is 18% and Rio de Janeiro, whose rate is 19%. Some products exceptionally 
trigger a higher rate (in case of cosmetics industry) or a lower rate (in case of automotive industry).
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Taxes Statutory Rates Comments

Withholding 
Income Tax 
(IRRF) (Cont’d)
- Interest

15%7 or 25%8 Interest expenses payable to related parties 
located abroad are subject to transfer pricing and 
thin capitalization rules. 

In regards to the transfer pricing rules, the loan 
contract should be registered with the Brazilian 
Central Bank (BCB) otherwise the maximum 
interest rate for this non-registered loan (i.e. the 
deductible maximum interest rate) should not be 
higher than a Libor (in US Dollars, for six months) 
plus 3% interest rate.

The Brazilian Central Bank usually accepts (and 
provides the register) loan contracts which interest 
rates are consistent to the market rates.

If the loan is borrowed from a lender located in a 
low tax jurisdiction or from a lender party subject 
to privileged tax regimes the thin capitalization and 
transfer pricing rules apply even if the lender is not 
a related party. 

Interest related to domestic loans is subject to the 
Brazilian withholding income tax at a 22.5% to 
15% regressive rate, depending on the time where 
interest are paid (e.g. interest paid in less than 180 
days are subject to a 22.5% tax rate, from 181 to 
360 days - 20%, 361 to 720 days - 17.5% and more 
than 720 days - 15% tax rat). 

Domestic loans are also subject to the IOF (tax on 
¿QDQFLDO��H[FKDQJH�DQG�LQVXUDQFH�WUDQVDFWLRQV��DW�
a 0.38% plus a 0.0041% daily rate (limited to 365 
days or 1.5%), levied on principal amount of credit 
still not liquidated. In other words, the IOF would be 
levied at a 1.88% rate if the debt consists of a long-
term (more than one year) loan contract. 

Long-term international loans (more than 720 days 
period) are subject to the IOF at a 0% rate. Short-
term international loan (less than 720 days period) 
are subject to the IOF (levied only on the loan 
principal amounts) at 6% rate. Please see further 
comments in this Section regarding the IOF taxation.

7� 7KHVH�UDWHV�DUH�HIIHFWLYH�XQOHVV�RWKHUZLVH�VSHFL¿HG�E\�WD[�WUHDW\��
8� 3D\PHQWV�RI�DQ\�W\SH�PDGH�WR�WD[�KDYHQV��GH¿QHG�DV�MXULVGLFWLRQV�WKDW�GR�QRW�WD[�LQFRPH�RU�WD[�LQFRPH�

DW�D�UDWH�ORZHU�WKDQ������DQG�FODVVL¿HG�E\�WKH�%UD]LOLDQ�ORFDO�WD[�DXWKRULWLHV�DV�7D[�+DYHQ�DFFRUGLQJ�WR�
the “Blacklist”, will be subject to withholding at a rate of 25%.
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Taxes Statutory Rates Comments

Withholding 
Income Tax 
(IRRF) (Cont’d)
�� Royalties and 

services

15%9 or 25%10 In the case of royalties, the royalty contract 
has to be approved by the National Institute 
RI�,QGXVWULDO�3URSHUW\��,13,��DQG�¿OHG�ZLWK�WKH�
Brazilian Central Bank.

Deductions for royalties are generally limited up 
to 5% of net sales of the relevant products or 
services; the percentage depends on the type 
of product or activity. 
Royalties for the use of trade marks and trade 
names, for whatever type of production or 
activity, when the use of the mark or name does 
not result from the utilization of a production 
patent, process or formula, are deductible up to 
1% of net sales.

In addition to the withholding income tax, 
royalties and service fees paid to foreign parties 
are subject to the Contribution for Intervention 
in the Economic Domain (CIDE) at the rate of 
10 percent and to the PIS and COFINS at a 
9.25% combined rate. These are taxes borne 
by the Brazilian service contracting company.

Fees corresponding to services provided by 
foreign parties are subject to the Municipal 
Service Tax (ISS) at a 2% to 5% rate.

Besides the withholding income tax, 
remittances or payments of royalties or service 
fees to abroad are subject to the IOF at a 
0.38% rate. This taxation is imposed due to 
the conversion of the amount of royalties and 
service fees from Brazilian Reais into foreign 
currency. Please see further comments in this 
Section regarding the IOF taxation.

9� 7KHVH�UDWHV�DUH�HIIHFWLYH�XQOHVV�RWKHUZLVH�VSHFL¿HG�E\�WD[�WUHDW\��
10� 3D\PHQWV�RI�DQ\�W\SH�PDGH�WR�WD[�KDYHQV��GH¿QHG�DV�MXULVGLFWLRQV�WKDW�GR�QRW�WD[�LQFRPH�RU�WD[�LQFRPH�

at a rate lower than 20%, will be subject to withholding at a rate of 25%.
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Tax Consolidation

7KH�%UD]LOLDQ�7D[�/DZV�GR�QRW�FRQWHPSODWH�WKH�SRVVLELOLW\�RI�FRQVROLGDWHG�
UHWXUQV�DQG�RU�JURXS�UHOLHI��7KHUHIRUH��WKH�HQWLWLHV�IURP�WKH�VDPH�
group are not allowed to consolidate the income and deductions of the 

members in order to submit to taxation the net income of the group. 

&RQVLGHULQJ�WKLV��HDFK�&RPSDQ\�RI�WKH�JURXS�PXVW�VHSDUDWHO\�ğOH�LWV�
annual income tax returns to the local authorities.

Tax losses carry forward (IRPJ and CSL)

There is no time limit for the carry forward of tax losses. However, the 

WD[DEOH�SURğW�RI�HDFK�\HDU�FDQ�RQO\�EH�UHGXFHG�E\�WD[�ORVVHV�XS�WR�D�
PD[LPXP�RI������)XUWKHUPRUH��LW�LV�QHLWKHU�SRVVLEOH�WR�FDUU\�EDFN�WD[�
losses nor transfer tax losses to other Brazilian companies. Tax losses 

RI�DQ�DFTXLUHG�FRPSDQ\�FDQQRW�EH�FDUULHG�IRUZDUG�WR�EH�RIIVHW�DJDLQVW�
the taxable income of a new activity if the following two conditions are 

simultaneously met:

D��� PRGLğFDWLRQ�LQ�WKH�RZQHUVKLS�RI�WKH�FRPSDQ\��DQG

E��� PRGLğFDWLRQ�LQ�WKH�DFWLYLW\�RI�WKH�FRPSDQ\�

Interest on capital

Entities are allowed to remunerate their shareholders by way of interest on 

FDSLWDO�SD\PHQWV��VXEMHFW�WR�FHUWDLQ�OLPLWDWLRQV��L�H���OLPLWHG�WR�7-/3���/RQJ�
7HUP�,QWHUHVW�5DWH���DQG�OLPLWHG�WR�����RI�FXUUHQW�RU�DFFXPXODWHG�SURğWV���
This payment is deductible for corporate income tax purposes and for 

social contribution on net income purposes, as well. These payments are 

VXEMHFW�WR�D�����ZLWKKROGLQJ�WD[��RU�����IRU�WD[�KDYHQ�MXULVGLFWLRQ��

'XULQJ�WKH�ğUVW�TXDUWHU�RI�������WKH�DSSOLFDEOH�7-/3�UDWH�ZDV����SHU�\HDU�
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3D\PHQWV�PDGH�WR�WD[�KDYHQVł�EHQHğFLDULHV

$Q\�SD\PHQWV�GLUHFWO\�RU�LQGLUHFWO\�PDGH�WR�EHQHğFLDULHV�UHVLGHQW�
or incorporated at tax havens are not tax deductible, except when 

WKH�IROORZLQJ�UHTXLUHPHQWV�DUH�FXPXODWLYHO\�REVHUYHG���L��LGHQWLğHG�
EHQHğFLDULHV���LL��RSHUDWLRQDO�FDSDFLW\�RI�WKH�QRQ�UHVLGHQW�WR�SHUIRUP�WKH�
WUDQVDFWLRQ��DQG��LLL��SD\PHQWV��UHFHLSW�RI�JRRGV��ULJKWV�DQ�XVH�RI�VHUYLFHV�
are evidenced with proper documentation. 

Capital gains

&DSLWDO�JDLQV�GHULYHG�IURP�WKH�VDOH�RI�%UD]LOLDQ�DVVHWV��LQFOXGLQJ�VKDUHV��
by non-resident shareholders are subject to the withholding income tax 

DW�D�����UDWH��XQOHVV�RWKHUZLVH�VSHFLğHG�E\�LQWHUQDWLRQDO�WD[�WUHDW\���
even if both vendor and buyer parties are domiciled abroad. In case of 

sale of shares, capital gain will correspond to the difference between the 

purchase price of the shares and the amount of foreign capital, in foreign 

FXUUHQF\��UHJLVWHUHG�ZLWKLQ�WKH�%UD]LOLDQ�&HQWUDO�%DQN�

$V�D�JHQHUDO�UXOH��WKH�ORFDO�EX\HU�LV�UHVSRQVLEOH�IRU�ZLWKKROGLQJ�DQG�SD\LQJ�
the withholding income tax levied on the capital gain earned by a foreign 

YHQGRU��:KHQ�ERWK�SDUWLHV��EX\HU�DQG�YHQGRU��DUH�QRW�ORFDWHG�LQ�%UD]LO��
the local attorney-in-fact representing the foreign buyer in Brazil is the 

responsible for withholding and paying the withholding income tax. 

&DSLWDO�JDLQV�HDUQHG�E\�IRUHLJQ�SDUWLHV�ORFDWHG�LQ�ORZ�WD[�MXULVGLFWLRQV�
�WD[�KDYHQV��DUH�VXEMHFW�WR�WKH�ZLWKKROGLQJ�LQFRPH�WD[�DW�D�����UDWH��

5HSDWULDWLRQ�RI�FDSLWDO�LQ�H[FHVV�RI�WKH�FRVW�RI�WKH�QRQ�UHVLGHQWVł�
LQYHVWPHQWV�LQ�%UD]LO�LV�VXEMHFW�WR�FDSLWDO�JDLQV�WD[�DW������RU�����IRU�WD[�
KDYHQ�MXULVGLFWLRQ��
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&DSLWDO�JDLQ�GHULYHG�IURP�WKH�VDOH�RU�WUDQVIHU�RI�VKDUHV�E\�D�%UD]LOLDQ�
UHVLGHQW�FRPSDQ\�LV�VXEMHFW�WR�WKH�%UD]LOLDQ�,QFRPH�WD[HV��,53-�DQG�
&6//��DW�����FRPELQHG�UDWH��

3URYLGHG�WKDW�VRPH�UHTXLUHPHQWV�DUH�IXOO\�PHW��WKHUH�DUH�FDSLWDO�JDLQ�
exemptions in case of the transactions are carried out by foreign investors, 

VXFK�DV��L��LQ�RXU�ORFDO�6WRFN�([FKDQJH�0DUNHW��DQG�LL��LQ�SULYDWH�GHDOV�
ZKHQ�LW�LV�VWUXFWXUHG�WKURXJK�D�ORFDO�),3��(TXLW\�,QYHVWPHQW�)XQG��

,QGLYLGXDOV�GRPLFLOHG�LQ�%UD]LO�DUH�WD[HG�DW�WKH�UDWH�RI�����RQ�FDSLWDO�JDLQV�

Financial Transactions Tax (IOF)

$V�D�JHQHUDO�UXOH��IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�PDGH�LQ�RUGHU�WR�DOORZ�
payments to non residents, considering royalties, technical services, and 

RWKHU�SD\PHQWV��LQFOXGLQJ�WKH�UHLPEXUVHPHQW�RI�FRVWV��DUH�VXEMHFW�WR�,2)�

7KH�UHJXODU�,2)�UDWH�IRU�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV��ERWK�LQERXQG�DQG�
RXWERXQG��FXUUHQWO\�DSSOLHG�FRUUHVSRQGV�WR��������,QYHVWPHQWV�PDGH�
WKURXJK�WKH�%UD]LOLDQ�VWRFN�PDUNHW�RU�YLD�(TXLW\�,QYHVWPHQW�)XQGV��),3��
DUH�FXUUHQWO\�WD[HG�E\�WKH�,2)�DW�D����UDWH��RQO\�RQ�WKH�LQĠRZ�RI�IRUHLJQ�
FDSLWDO�LQWR�%UD]LO��7KH�UHWXUQ�RI�LQYHVWPHQW�LV�QRW�VXEMHFW�WR�,2)��7KH�,2)�
PD\�QRW�EH�DYRLGHG�LI�WKH�SD\PHQW�UHTXLUHV�D�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQ�
IURP�5HDLV�WR�D�IRUHLJQ�FXUUHQF\��RU�IURP�D�IRUHLJQ�FXUUHQF\�LQWR�5HDLV��

,2)�LV�DOVR�OHYLHG�DW�YDULRXV�UDWHV��RQ�ORDQV�DQG�FUHGLW�RSHUDWLRQV��VHFXULWLHV�
transactions, foreign exchange transactions and insurance policies. 

,2)�DW�D����UDWH�LV�FKDUJHG�RQ�IRUHLJQ�ORDQV�ZLWK�DQ�DYHUDJH�PDWXULW\�RI�OHVV�
WKDQ�����GD\V��$OO�RWKHU�ORQJ�WHUP�IRUHLJQ�ORDQV�DUH�VXEMHFW�WR�,2)�DW����
rate. The average maturity is determined based on the balance of the loan 

relative to the number of days of the outstanding balance of the related loan.
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Other taxes on payments to non-residents

$�%UD]LOLDQ�FRPSDQ\�ZLWK�UR\DOW\��OLFHQVH�RU�VHUYLFH�DJUHHPHQWV�ZLWK�
IRUHLJQ�HQWLWLHV�PXVW�SD\�D�����(FRQRPLFDO�'RPDLQ�,QWHUYHQWLRQ�
&RQWULEXWLRQ��&,'(��EDVHG�RQ�WKH�DPRXQWV�SDLG�DEURDG�

3,6�DQG�&2),16�FRQWULEXWLRQV��,66�DQG�ZLWKKROGLQJ�LQFRPH�WD[�DOVR�
apply on the payment of services to non-residents.

Tax Havens and Privileged Tax Regimes

0RVW�SD\PHQWV��H[FHSW�GLYLGHQGV��PDGH�WR�WD[�KDYHQV��GHğQHG�DV�
jurisdictions that do not tax income or tax income at a rate lower than 

�����DUH�VXEMHFW�WR�D�ZLWKKROGLQJ�LQFRPH�WD[�DW�D�UDWH�RI������,QGHHG��
%UD]LOLDQ�ORFDO�WD[�DXWKRULWLHV�LVVXH�IURP�WLPHV�WR�WLPHV�D�Ń%ODFNOLVWń�
ZKHUH�WKH�FRXQWULHV�MXULVGLFWLRQV�FODVVLğHG�DV�7D[�+DYHQV�DUH�UHIHUUHG�WR��

7KH�%UD]LOLDQ�,56�UHOHDVHG��RQ�-XQH��WK��������D�1RUPDWLYH�,QVWUXFWLRQ�
�,1�������������FKDQJLQJ�WKH�%UD]LOLDQ�WD[�KDYHQV�%ODFNOLVW�

Tax Havens’ Blacklist (according to the IN 1,037/2010)

$QGRUUD��$QJXLOOD��$QWLJXD�DQG�%DUEXGD��$UXED��$VFHQVLRQ�,VODQG��
%DKDPDV��%DKUDLQ��%DUEDGRV��%HOL]H��%HUPXGD��%ULWLVK�9LUJLQ�,VODQGV��
%UXQHL��&DPSLRQH�'ł,WDOLD��&DQDO�,VODQGV��&D\PDQ�,VODQGV��&RRN�,VODQGV��
&RVWD�5LFD��&\SUXV��'MLERXWL��'RPLQLFD��)UHQFK�3RO\QHVLD��*LEUDOWDU��
*UHQDGD��+RQJ�.RQJ��,VOH�RI�0DQ��.LULEDWL��/DEXDQ��0DOD\VLD��/HEDQRQ��
/LEHULD��/LHFKWHQVWHLQ��0DFDX��0DGHLUD�,VODQG��0DOGLYHV��0DOWD��0DUVKDOO�
,VODQGV��0DXULWLXV��0RQDFR��0RQWVHUUDW��1DXUX��1HWKHUODQGV�$QWLOOHV��
1RUIRON�,VODQG��1LXH��3LWFDLUQ�,VODQGV��3DQDPD��4XHVKP�,VODQG��6DLQW�
+HOHQD��6DLQW�.LWWV�DQG�1HYLV��6DLQW�3LHUUH�DQG�0LTXHORQ��6DPRD��6DPRD�
,VODQG��$PHULFDQ���6DQ�0DULQR��6H\FKHOOHV��6LQJDSRUH��6RORPRQ�,VODQGV��
6W��/XFLD��6W�9LQFHQW�DQG�*UHQDGLQHV��6XOWDQDWH�RI�2PDQ��6ZD]LODQG��
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6ZLW]HUODQG��VXVSHQGHG�IURP�WKH�OLVW���7ULVWDQ�GD�&XQKD��7RQJD��7XUNV�
DQG�&DLFRV��8QLWHG�$UDE�(PLUDWHV��86�9LUJLQ�,VODQGV�DQG�9DQXDWX��

$�VHFRQG�OLVW�RI�Ń3ULYLOHJHG�7D[�5HJLPHVń�KDV�EHHQ�FUHDWHG��7KLV�OLVW�
HQFRPSDVVHV�WKH�IROORZLQJ�UHJLPHV�HQWLWLHV��

ō� 8UXJXD\DQ�6$),V��

ō� 'DQLVK�+ROGLQJ�FRPSDQLHV�ZKLFK�GR�QRW�SHUIRUP�VLJQLğFDQW�
HFRQRPLF�DFWLYLWLHV��

ō� 'XWFK�+ROGLQJ�FRPSDQLHV�ZKLFK�GR�QRW�SHUIRUP�VLJQLğFDQW�HFRQRPLF�
DFWLYLWLHV��VXVSHQGHG�IURP�WKH�OLVW��

ō� �,7&V��,FHODQG���

ō� 2IIVKRUH�.)7��+XQJDU\���

ō� 86�6WDWH�//&V��ZKLFK�LQWHUHVW�DUH�RZQHG�E\�QRQ�86�UHVLGHQWV�

ō� 6SDQLVK�(79(V��VXVSHQGHG�IURP�WKH�OLVW���DQG

ō� ,7&�DQG�,+&��ERWK�0DOWD��

%HIRUH�WKH�1RUPDWLYH�,QVWUXFWLRQ��,1�������������WKHUH�ZDV�QRW�D�
%ODFNOLVW�RI�SULYLOHJHG�WD[�UHJLPHV��$IWHU�WKH�,1������������VRPH�
SRWHQWLDO�DGYHUVH�WD[�FRQVHTXHQFHV�VKRXOG�EH�FRQVLGHUHG�IRU�SDUWLHV�
subject to the foreign privileged tax regimes listed above.
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,Q�VXPPDU\��WKH�FXUUHQW�XQGHUVWDQGLQJ�RI�WKH�FRQVHTXHQFHV�RI�WKH�,1�
�����������LV�WKDW�WKH�UXOHV�UHJDUGLQJ�WKH�QRQ�GHGXFWLELOLW\�RI�SD\PHQWV�
�LQWHUHVW��VHUYLFHV��UR\DOWLHV�HWF���WUDQVIHU�SULFLQJ�DQG�WKLQ�FDS�UXOHV�
are applicable to payments made to and transactions performed with 

companies or persons located in the jurisdictions listed in the updated 

WD[�KDYHQVł�%ODFNOLVW�DQG�DOVR�WR�IRUHLJQ�EHQHğFLDULHV�VXEMHFW�WR�WKH�
privileged tax regimes there listed.

For the purpose of the taxation of the Brazilian withholding income 

tax, only the companies or persons located in the foreign jurisdictions 

FRPSULVHG�LQ�WKH�WD[�KDYHQVł�%ODFNOLVW��QRW�LQ�WKH�%ODFNOLVW�RI�SULYLOHJHG�
WD[�UHJLPHV��ZRXOG�EH�DIIHFWHG��,W�PHDQV�WKDW�WKH�,1������������ZRXOG�
not affect the existing rules regarding the withholding taxation levied on 

capital gains, foreign investments made via the Brazilian capital market 

E\�TXDOLğHG�LQYHVWRUV��ZKLFK�DUH�H[HPSW�IURP�WD[DWLRQ�RQ�FDSLWDO�JDLQV���
etc. for foreign companies or persons subject to privileged tax regimes.



1Work Force and Labour Charges

7



��

Work Force and  
Labour Charges

Labour Relations

Labour and management relations

Employer and employee relations are dealt with principally in the 

ODERXU�ODZV��&/7��HQDFWHG�LQ������DQG�VXEVHTXHQW�OHJLVODWLRQ��7KH�
labour laws are applicable to all employees in regular registered 

employment, except for individuals in public employment or 

domestic labour, who have separate regulations. The labour 

laws make no distinction between skilled and unskilled workers 

RU�EHWZHHQ�WKRVH�HQJDJHG�LQ�PDQXDO��RIğFH�RU�SURIHVVLRQDO�
work. Therefore, all types of workers are generally referred to as 

HPSOR\HHV��$�FKDQJH�LQ�WKH�OHJDO�VWUXFWXUH�RU�RZQHUVKLS�RI�DQ�
HPSOR\HU�GRHV�QRW�DIIHFW�WKH�ULJKWV�DFTXLUHG�E\�HPSOR\HHV�XQGHU�
the labour laws.

Extensive social security laws and labour regulations govern 

employer-employee relations. However, foreign investors have not 

H[SHULHQFHG�PXFK�GLIğFXOW\�LQ�WKH�ZD\�RI�ODERXU�SUREOHPV��PDLQO\�
because they follow local standards and practices.

Background information on labour practices and 

main social charges in Brazil

Employer’s payroll costs in Brazil
Remuneration
Salary and labour rights

Employers are entitled to monthly salary, which may be increased 

by overtime, night shift additional payment and unhealthy work 

condition additional payment, among others. 
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$IWHU�D����PRQWK�SHULRG��HPSOR\HHV�DUH�HQWLWOHG�WR�D����FDOHQGDU�
day paid annual vacation, which must be taken within the 

VXEVHTXHQW����PRQWKV�DQG�FRPSHQVDWHG�DW�DQ�DPRXQW�HTXLYDOHQW�
WR���PRQWK�VDODU\�SOXV�DQG�����RI�ERQXV�

$W�WKH�HQG�RI�HDFK�\HDU��HPSOR\HUV�PXVW�SD\�HPSOR\HHV�D�
&KULVWPDV�ERQXV��RQ���WK�VDODU\��DQQXDO�ERQXV�HTXLYDOHQW�WR���
month salary.

In addition to the amounts paid to employees as salary, any 

other amounts which are paid on a regular basis are, for all legal 

SXUSRVHV��FRQVLGHUHG�DV�SDUW�RI�WKH�HPSOR\HHłV�VDODU\�DQG�DUH��LQ�
JHQHUDO��WDNHQ�LQWR�DFFRXQW�LQ�WKH�FDOFXODWLRQ�RI�YDFDWLRQ����WK�
VDODU\�DQG�WKH�DPRXQW�WKDW�PXVW�EH�GHSRVLWHG�LQ�)*76��DV�ZHOO�DV�
termination payments.

$�IULQJH�EHQHğW�LV�DQ�DGGLWLRQDO�LWHP�JUDQWHG�WR�DQ�HPSOR\HH�LQ�
H[FHVV�RI�WKH�HPSOR\HH�UHJXODU�VDODU\��3XUVXDQW�WR�WKH�DSSOLFDEOH�
ODERXU�OHJLVODWLRQ��WKH�JUDQW�RI�DQ�DZDUG�RU�RI�DQ\�RWKHU�EHQHğW�
�VXFK�DV�YHKLFOHV��WR�DQ�HPSOR\HH�PD\�EH�FRQVLGHUHG�D�IULQJH�
EHQHğW��IRU�WKH�UHDVRQ�WKDW�DQ\�LQFHQWLYH�DZDUG�RU�EHQHğW�PD\�
UHSUHVHQW�DQ�DGGLWLRQDO�SD\PHQW�DQG�FRQVHTXHQWO\��FRPSHQVDWLRQ�
WR�WKH�HPSOR\HH��,Q�VXFK�FDVHV��WKH�WRWDO�DPRXQW�RI�WKH�HPSOR\HHłV�
HDUQLQJV��LQFOXGLQJ�WD[DEOH�IULQJH�EHQHğWV��VKDOO�IRUP�WKH�WD[DEOH�
basis for the contributions that should be borne by the employer.
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Taxes and contributions on payroll
Social Security Contribution (INSS)

(PSOR\HUVł�VRFLDO�VHFXULW\�FRQWULEXWLRQV�FRUUHVSRQG�WR�����RI�WKH�
JURVV�SD\UROO��PRQWKO\�FRPSHQVDWLRQ�SDLG�WR�DOO�HPSOR\HHV��

3D\PHQW�RI�LQVXUDQFH�E\�HPSOR\HUV�DJDLQVW�ODERXU�DFFLGHQWV�
LV�QRUPDOO\�GXH�DW�UDWHV�ZKLFK�YDU\�IURP����WR����RI�WKH�WRWDO�
UHPXQHUDWLRQ�SDLG�WR�HPSOR\HHV��GHSHQGLQJ�RQ�WKH�ŃOHYHO�RI�ULVNń�
presented by the type of activity of the company.

(PSOR\HUV�DUH�DOVR�UHTXLUHG�WR�SD\�D�PRQWKO\�FRQWULEXWLRQ�DV�
WKH�ŃHGXFDWLRQ�VDODU\�DOORZDQFHń�HTXLYDOHQW�WR������RI�WKH�WRWDO�
remuneration paid to employees.

$GGLWLRQDOO\�HPSOR\HUV�KDYH�DOVR�WR�FRQWULEXWH�WR�RWKHU�
JRYHUQPHQWDO�HQWLWLHV��VXFK�DV��,QFUD��6(6&��6(6,��DPRQJ�RWKHU��
ZKLFK�UHVSHFWLYH�FRQWULEXWLRQ�PD\�UHDFK�XS�WR�����

In addition, employers are also responsible for withholding and 

FROOHFWLQJ�WKH�,166�RQ�EHKDOI�RI�WKHLU�HPSOR\HHV��ZKR�DUH�DOVR�
VXEMHFW�WR�,166�DW�ORZHU�DQG�SURJUHVVLYH�UDWHV��
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FGTS

8QGHU�WKH�)*76�V\VWHP��HPSOR\HUV�PXVW�PRQWKO\�GHSRVLW��RQ�
WKH�HPSOR\HHVł�EHKDOI��LQ�D�EORFNHG�EDQN�DFFRXQW��DQ�DPRXQW�
HTXLYDOHQW�WR����RI�WKH�UHPXQHUDWLRQ�RI�HDFK�HPSOR\HH��7KH����
GHVWLQHG�WR�)*76�LV�ERUQH�E\�WKH�HPSOR\HU��ZLWKRXW�DQ\�GLVFRXQW�
RQ�WKH�HPSOR\HHłV�VDODU\�

,Q�FDVH�RI�HPSOR\HHłV�GLVPLVVDO��WKH�FRPSDQ\�ZLOO�KDYH�DQ�
DGGLWLRQDO�����FRVW�FDOFXODWHG�RQ�WKH�EDODQFH�RI�WKH�HPSOR\HHłV�
)*76�GHSRVLW�
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Environmental Issues

This section discusses the environment in Brazil. In general, the rules are 

VWULFW�EXW�WKHUH�DUH�VLJQLğFDQW�RSSRUWXQLWLHV�IRU�EXVLQHVV�

Environmental impact on businesses

Business in Brazil has to take into account several environmental issues 

ZKLFK�PD\�EHFRPH�UHOHYDQW�ULVNV�LI�QRW�DGHTXDWHO\�PDQDJHG��2Q�WKH�RWKHU�
hand, there are many environment-related aspects in Brazil that may 

UHVXOW�LQ�UHDO�RSSRUWXQLWLHV��VXFK�DV�WKH�DEXQGDQFH�DQG�TXDOLW\�RI�QDWXUDO�
UHVRXUFHV��WKH�FRXQWU\łV�FOLPDWH��WKH�RYHUDOO�FRQFHUQ�ZLWK�HQYLURQPHQWDO�
protection and the corresponding Brazilian environmental legislation, 

which is among the most advanced in the world.

Protecting the environment

.H\�ŃJUHHQń�FRQFHUQV�LQ�%UD]LO�LQFOXGH�WKH�GHIRUHVWDWLRQ�RI�WKH�QDWLYH�DQG�
ROG�JURZWK�IRUHVWV�LQ�WKH�ELRORJLFDOO\�ULFK�$PD]RQ�5DLQ�IRUHVW�DQG�RWKHU�
UHJLRQV��DQG�VRLO�ORVV�GXH�WR�HURVLRQ��7KH�PDLQ�ŃJUD\ń�DUHDV�RI�DWWHQWLRQ�
are the lack of sewage collection, solid waste management, urban, 

industrial and non-point-source pollution of rivers, lakes, estuaries and 

VKRUHOLQH��DLU�SROOXWLRQ�LQ�DQG�DURXQG�VRPH�PDMRU�FLWLHV��DQG�TXHVWLRQV�
related to the recovery of mining areas.

Main legislation and regulation

Brazilian legislation extends over a wide variety of environmental issues 

concerning licenses, zoning, pollution prevention and control and 

inspection procedures.
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(QYLURQPHQWDO�FULPHV�DUH�VXEMHFW�WR�ğQHV�RI�XS�WR�5����
PLOOLRQ��VRPH�86����PLOOLRQ�

7KH�HQYLURQPHQWDO�OHJLVODWLRQ�ZDV�HIIHFWLYHO\�LQWURGXFHG�LQ�������ZKHQ�
WKH�1DWLRQDO�(QYLURQPHQWDO�6\VWHP���6,61$0$�ŋ�ZDV�LPSOHPHQWHG��
LQFOXGLQJ�DOO�DJHQFLHV�UHVSRQVLEOH�IRU�WKH�HQYLURQPHQWDO�TXDOLW\��0RUH�
UHFHQWO\��LQ�������QHZ�OHJLVODWLRQ�ZDV�SDVVHG��WKH�ŃHQYLURQPHQWDO�FULPHV�
ODZń��GHğQLQJ�SROOXWLRQ�DQG�IRUHVW�GHVWUXFWLRQ�DV�FULPHV�SXQLVKDEOH�
ZLWK�KHDY\�ğQHV�DQG��LQ�VRPH�FDVHV��MDLO�VHQWHQFHV��7KHVH�ğQHV�FDQ�UHDFK�
DPRXQWV�XS�WR�5����PLOOLRQ��HTXLYDOHQW�WR�PRUH�WKDQ�86�����PLOOLRQ��

)XUWKHUPRUH��WKH�DFTXLUHU�RI�D�%UD]LOLDQ�FRPSDQ\�RU�EXVLQHVV�PLJKW�
become fully or partially responsible for present and past environmental 

OLDELOLWLHV�DWWDFKHG�WR�WKH�DFTXLUHG�DVVHW��7KH�SHQDOWLHV�PLJKW�LQFOXGH�QRW�
RQO\�WKH�ğQH�EXW�DOVR�WKH�FDQFHOODWLRQ�RI�WKH�RSHUDWLQJ�OLFHQVH�DQG�WKH�
REOLJDWLRQ�IRU�WKH�UHFRYHU\�RI�WKH�LPSDFWHG�DUHD��$GGLWLRQDOO\��LQ�PDQ\�
FDVHV��WKH�LVVXH�LV�PDGH�SXEOLF��WKXV�DIIHFWLQJ�WKH�FRPSDQ\łV�UHSXWDWLRQ��
*LYHQ�WKLV�VFHQDULR��HQYLURQPHQWDO�GXH�GLOLJHQFH�SULRU�WR�DFTXLVLWLRQ�LV�
highly recommended.

3URMHFWV�IRU�WKH�FRQVWUXFWLRQ�RI�D�QHZ�SODQW�RU�SURGXFWLRQ�VLWH�PXVW�
be submitted for approval by the Brazilian environmental authorities. 

The location and activity will determine the environmental license that 

should be obtained at federal, regional or local levels. For activities 

considered as having high environmental impact, a more detailed study 

RI�HQYLURQPHQWDO�LPSDFWV�DQG�PLWLJDWLRQ��QDPHG�(,$�5,0$��LV�UHTXLUHG�
before installation is allowed.
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Every plant in operation must obtain an environmental license issued 

E\�WKH�)HGHUDO�(QYLURQPHQWDO�$JHQF\��,%$0$���7KH�OLFHQVH�KDV�WR�EH�
SHULRGLFDOO\�XSGDWHG��WKH�SHULRG�YDULHV�DFFRUGLQJ�WR�WKH�SODQWłV�ORFDWLRQ��

Pollution control

3ROOXWLRQ�KDV�EHFRPH�D�VHULRXV�FRQFHUQ�LQ�PDQ\�DUHDV�DQG�FRQVHTXHQWO\�
it is now one of the main issues both politicall and economically.  

Federal and State governments have developed programs and controls 

aiming at preventing or reducing pollution, mainly in the more 

industrialized areas.

The treatment of waste with the purpose of avoiding or reducing 

pollution must be considered in the installation of new production sites 

LQ�%UD]LO�RU�HYDOXDWHG�ZKHQ�DFTXLULQJ�D�EXVLQHVV�

&21$0$�LV�WKH�IHGHUDO�DJHQF\�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�IHGHUDO�
FULWHULD�IRU�SROOXWLRQ�FRQWURO��2WKHU�VWDWH�DJHQFLHV�DUH�UHTXLUHG�WR�WDNH�
environmental regulations into account when examining applications 

IRU�LQFHQWLYHV�DQG�ğQDQFLQJ�RI�LQYHVWPHQW�SURMHFWV��1RQ�FRPSOLDQFH�
with pollution control regulations may result in the suspension of tax 

EHQHğWV��FUHGLW�UHVWULFWLRQV�RU�HYHQ�WKH�FORVLQJ�GRZQ�RI�RSHUDWLRQV�

Sustainability: a growing issue in Brazil

*RRG�HQYLURQPHQWDO�PDQDJHPHQW�EHFDPH�D�UHOHYDQW�EXVLQHVV�LVVXH�
DV�IURP�WKH�GLVFXVVLRQV�DW�WKH�5LR�(QYLURQPHQWDO�6XPPLW�LQ�������
ZKHQ�WKH�FRQFHSW�RI�VXVWDLQDELOLW\��L�H���WKH�DGHTXDWH�LQWHJUDWLRQ�RI�
environmental management, social responsibility and the related 

HFRQRPLFV�YDOXH�DGGHG��JDLQHG�KLJKHU�SUHVHQFH�LQ�WKH�DJHQGD� 
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of the public and private sectors as well as of a major part of the global 

population.

In many sectors, good environmental management is no longer a 

competitive advantage but a condition on the ability to compete not only 

in the global market but also in the Brazilian market.
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Our M&A Specialists and 
Post-Deal Services in Brazil

PwC in Brazil

7KH�%UD]LOLDQ�ğUP�RI�3Z&�ZDV�IRUPHG�LQ�������6LQFH�WKHQ��ZH�KDYH�EHHQ�
the leading professional services organization in the country, with over 

����SDUWQHUV�DQG�DSSUR[LPDWHO\�������SURIHVVLRQDOV��RSHUDWLQJ�RXW�RI����
RIğFHV�LQ�WKH�ZKROH�FRXQWU\�

ō� 2XU�Ń'HDOVń��7UDQVDFWLRQ�6HUYLFHV�DQG�&RUSRUDWH�)LQDQFH��JURXS�
FRPSULVHV�QHDUO\�����SURIHVVLRQDO��LQFOXGLQJ�DSSUR[LPDWHO\����
partners and directors.

ō� $OO�SDUWQHUV��GLUHFWRUV�DQG�VWDII�DUH�VHJPHQWHG�LQWR�LQGXVWU\�VHFWRUV��
)LQDQFLDO�6HUYLFHV��&RQVXPHU�DQG�,QGXVWULDO�3URGXFWV��$JULEXVLQHVV��
7HOHFRP��0HGLD��7HFKQRORJ\��*RYHUQPHQW�6HUYLFHV�

ō� 2Q�WKH�3RVW�'HDO�VLGH��ZH�KDYH�D�WHDP�RI�RYHU�����0	$�3UH�DQG�
3RVW�GHDO�SURIHVVLRQDOV�SURYLGLQJ�VROXWLRQV�WR�DOO�FULWLFDO�DVSHFWV�
RI�DQ�LQWHJUDWLRQ�SURFHVV��2XU�6\QHUJ\�7UDFN�DQG�����'D\�SODQ�
methodologies allow us help clients capture the deal value with the 

lowest cost and in the shortest timeframe.
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Who to contact for M&A services in Brazil

Rogério Gollo� 3DUWQHU�ŋ�'HDOV�/HDGHU�
>��@���������������� URJHULR�JROOR#EU�SZF�FRP

Luís Madasi� 3DUWQHU�ŋ�7UDQVDFWLRQ�6HUYLFHV�/HDGHU�
>��@��������������� OXLV�PDGDVL#EU�SZF�FRP

Fábio Niccheri� 3DUWQHU�ŋ�9DOXDWLRQ�	�(FRQRPLFV�/HDGHU�
>��@��������������� IDELR�QLFFKHUL#EU�SZF�FRP

Antonio Toro� 3DUWQHU�ŋ�%XVLQHVV�5HVWUXFWXULQJ�6HUYLFHV�/HDGHU
>��@��������������� DQWRQLR�WRUR#EU�SZF�FRP

Carlos Mendonça� 3DUWQHU�ŋ�3ULYDWH�(TXLW\�/HDGHU�
>��@��������������� FDUORV�PHQGRQFD#EU�SZF�FRP

João Gândara� 3DUWQHU�ŋ�0	$�7D[�/HDGHU
>��@��������������� MRDR�JDQGDUD#EU�SZF�FRP

$YHQLGD�)UDQFLVFR�0DWDUD]]R�������
=,3������������_�6ÂR�3DXOR���63���7RUUH�7RULQR�_�%UD]LO
SZF�FRP�EU

Follow us

Twitter Facebook

@PwCBrasil PwC Brasil



São Paulo - SP
$Y��)UDQFLVFR�0DWDUD]]R������
������������6ÂR�3DXOR�63
Torre Torino - Água Branca

7HOHSKRQH��>��@��������������

Barueri - SP
$ODPHGD�&DLDSöV������7ÒUUHR
&HQWUR�(PSUHVDULDO�7DPERUÒ
����������ŋ�%DUXHUL�63
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Belo Horizonte - MG
5XD�GRV�,QFRQğGHQWHV����������ş
������������%HOR�+RUL]RQWH�0*�
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Brasília - DF 

6+6���4XDGUD�����&RQMXQWR�$���%ORFR�&��
(GLIâFLR�%XVLQHVV�&HQWHU�7RZHU
6DODV�����D�����ŋ�%UDVâOLD�')
������������&DL[D�3RVWDO������
7HOHSKRQH��>��@���������������
)DFVLPLOH��>��@��������������

Campinas - SP
5XD�-RVÒ�3LUHV�1HWR����������ş
������������&DPSLQDV�63
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Caxias do Sul - RS
5XD�2V����GR�)RUWH���������6DOD���
������������&D[LDV�GR�6XO�56
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Curitiba - PR
$O��'U��&DUORV�GH�&DUYDOKR����������ş�
&XULWLED�7UDGH�&HQWHU
������������&XULWLED�35
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Florianópolis - SC
$YHQLGD�5LR�%UDQFR�����
6DODV���������������H����
����������)ORULDQöSROLV�6&
7HOHSKRQH��>��@���������������

Porto Alegre - RS
5XD�0RVWDUGHLUR�������ş�H��ş
(GLIâFLR�0DGLVRQ�&HQWHU
������������3RUWR�$OHJUH�56
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������



Recife - PE
5XD�3DGUH�&DUDSXFHLUR���������ş
(GLIâFLR�(PSUHVDULDO�&HQWHU
������������5HFLIH�3(�
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Ribeirão Preto - SP
$Y��$QW÷QLR�'LHGHULFKVHQ������
��ş�H���ş���(GLIâFLR�0HWURSROLWDQ�
%XVLQHVV�&HQWHU
������������5LEHLUÂR�3UHWR�63
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Ribeirão Preto - SP | Outsourcing
5XD�5XL�%DUERVD�����������ş
������������5LEHLUÂR�3UHWR�63
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Rio de Janeiro - RJ
$Y��-RVÒ�6LOYD�GH�$]HYHGR�1HWR������
�ş�H��ş���7RUUH�(YROXWLRQ�,9
Barra da Tijuca

������������5LR�GH�-DQHLUR�5-��
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Rio de Janeiro - RJ
5XD�GD�&DQGHOÀULD�������ş���&HQWUR�
������������5LR�GH�-DQHLUR�5-�
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Salvador - BA
$Y��7DQFUHGR�1HYHV����������ş�H����ş�����
(G��(PSUHVDULDO�0XQGR�3OD]D��
����������ŋ�6DOYDGRU�%$
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

São José dos Campos - SP
5XD�(XFOLGHV�0LUDJDLD������
&MV������H����
������������6ÂR�-RVÒ�GRV�&DPSRV�63�
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������

Sorocaba - SP
5XD�5LDFKXHOR���������ş�
(GLIâFLR�7UDGH�7RZHU
6DODV���������������H����
������������6RURFDED�63�
7HOHSKRQH��>��@��������������
)DFVLPLOH��>��@��������������
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