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Currency unit: Cruzeiro (Cr.) 

Parity Cr. IB.SO - US $1 

Cr. 1 - 5.4 cents 

Cr. 1 million $54,040 

Cr. 1 billion - $54 nlillion 



~ZIL. 

ESSENITAL STATISTICS 

April 
1949 1950 195'1 19·52 

Trade (million ~) 

Exports 1;086 1;347 1,758 
Imports 1,115 7,1E§ 2,Of 
Tra.de Balance - 29 2 - 2 3 

!~change Holdings (million ~;) 

(Dec) Gold 317 317 317 317 
Net Exchange 351 253 2 27 

Government Finance (billion Cr.) 

Revenues: Federal 17.9 19.4 27.4 . states and Cities 18.1 23.2 21.7 1/ . 
. -

Surplus (.J) or: Federal 2.8 - 4.3 .;. 2.8 
Deficit (-) states and Cities 1.4 - 0.5 - 1.7 1/ 

li?ney Supply (billion Cr.) 59.8 78.6 93.8 94.8 

(Do.c) Index 100 131 157 159 

Cost-of-Living Index 1CO 106 118 133 

l/ Preliminary and incomplete. 



BRAZIL: EXTERN.AL DEBT 

(Public debt plus Export-Import Bank loans to private companies) 

(In tho'Usands) 
---_---_-----____ ~~---~~-r~ .. , ,. 

Debt outstandi;6 Debt contracted since 
December 31, 195~ December 31, 1951 

Identification In currency Expressed In currency Expressed 
of in U.S. or in U.S. __ . _____ -_--_-----E .... Ja..;.&j:ym~e_nt;..;....._--...;d.;...o-ll~a-rs---.p....laym,,"-e.,n_t ___ d_o_l_l_a_r_s 

DOLLAR DEBT 
Dollar securities 

Government & guaranteed 
Municipal non-guaranteed 

Total dollar securities 

I.B.R.D •. loans (dollar portion) 
U.S. Government loans 

Export-Import Bank 
Government & guaranteed 
Public-non guaranteed 
Private 

Total Export-Import Bank 

Other U.S. Goven~aent loans 

Total U.S. Government loans 

Total dollar debt 

STERLIl,IG DEBT 
Sterling securities 
Goverl~~nt & guaranteed 
i~ul1icipal non-guar2.nteed 

Total sterling securities 

I.B .... B;.D. loan 
Total sterling debt 

CANADliU'J DOLLAR DEBT (I.B.R.D.) 

BELGIAN FRAHC :JEBT (I.B.R J) .) 

S1iISS FRdHC DEBT (1.B .H .• D • ) 

FrtEHCH FRAHC DEBT (I.B .R.D .J 

Tar.t1L DEBT 

jI!> 101,984 'Ii> 
~p 36,805 
$ 138,789 
(. 
'1P 92,212 

4'· 97,699 ;;p 
$ 2,315 
c .. 62,.910 ..l> 
;~) 162,984 
•••••••••• 
(. 
.,; 19,866 ............. 
~" 
'tl> 182,850 
.;t. 

413,851 .. I' 

£ 33,677 
.t:' 10,982 o4J 

£ 44,659 

£ 598 
£ 45,257 

Can$10,837 

Bfr 3,723 

Sw fr2,134 

ir 101,041 
-' 

101,984 
36,805 

138,789 

92,~ 

97,699 $ 8,600 8,600 
2,315 

62,910 $ 48,140 48,140 
162,984 ~~ 56,140 56,740 '1P ..... ...• .' •.•..........•.. . .•....• , .... 
19,866 

• e' • •.••• 

182,850 $ 56,740 56,740 

413,851 :w 56,740 56,740 

94,298 
30,750 

125,048 

1,907 
126,955 

10,021 

74 

497 

239 

551,687 56, 7L~0 
---



6/19/52 
No. 592 

POPULATION 
(IN MILLIONS) 

BRAZIL 
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1.8. R.O. - Economic Dept. 
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REVENUES AND EXPENDITURES 
(BILLIONS OF CRUZEIROS) 
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LB. R.D. - Economic Dept. 
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BRAZIL 
TOTAL EXTERNAL TRADE 
(BILLIONS OF CRUZEIROS) 
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I.B.R.O. - Economic Dept. 
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BALANCE OF PAYMENTS ON CURRENT ACCOUNT 
(BI LLiONS OF CRUZEIROS) 
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30 

GOLD AND FOREIGN EXCHANGE ASSETS (GROSS HOLDINGS) 
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CONCLUSIONS 

1. Brazil is suffering a severe exchange shortage which is likely 
to persist into 1953. Exch&~ge reserves fell drastically during 1951, 
due mainly to very heavy imports -v-Iith a resulting trade deficit greater 
than that for any previous year. A contributing factor was a net exchange 
outflO'tv of pri vats foreign capital combined with large profit transfers.' 
The authorities re-imposed severe import licensing in August 1951, and, 
by Nay 1952, 'a:ctualimports l-Jere beginning to fall. In the meantime, 
hOHever, a substantial payments backlog has arisen.' 

2. " The current exchange st!"ingency, and the continuance of 
domestic inflation, 'have not· of themselves changed the basic economic 
structure of Brazil. ' Indeed, periodic recurrence of' exchange difficulties 
and constant dru1ger of ir£lation, more or less acute,ara;to be eJ~ected 
in the future .. 

3.· The ir.1mediate balance of payments prospects are not promising •. 
The buying po-tver' of coffee in the 'tv-orld markets is more likely to 1.Jeaken 
than to increase, and at present roes t other Brazilian exports have marketing 
difficulties., Import pressures are strong and increasing. Private capital 
inflow into Brazil has been slackening, a.nd it is not certain that any 
large increase of this item can be e:':.pected. Longer-run prospects can, 
however" be improved by appropriate financial and investmen't policies. 

h.: IJleasures are nov1' being taken t·Jhich 'VIiI1 influence future 
grm.rth of the economy and may modify futl.lre balance of pay.ments reactions. 
These ffi8a.sures include the establishment of a free exchange market; the 
introduction of a nel'] non-inflationary cruzeiro source of development 
finance (the IILafer Plan"); and the establishment of an Economic Development Bank 
to hC'ndle LefGr Plan fund~ ~ For the first time, there is the prospect of 
a sustained effort to get needed investment in basic 'public utility 
facilities needed for expansion of the economy., 

5. Present estDnated debt service (including amortization) 
on official external debt (including the recent Eximbank credits of 
::::56.7 million) is equivalent to around ~~55 million annually through 1955, 
an amount equal to 3.9% of average ap~ual exports 1949-1951. Of this, 
about (;40 million is payable in U.S. dolla:rs. Annual a-rnortization payments 
in all currencies run some1,rhat over tJ5 million equivalent.. The present 
service burden ap~ears proportionately light, but the danger of growing 
rigidity in many Brazilian import requirements (notably petroleum) should 
be taken into account. J 1 though liT!li ted nm·r lending should be -r~i thin· future 
rr:~r'IT:cnt cr..n:'ci t:r, dcot ser"'!ico r00uirOl"',:;nts shou.1d not be hep.vily ir..crc~sGd 
ur.:til the effect of l:C~~ :r.'lzilin::l .fi!':~nci·a.l nnd investr:ent nolicies upon 
tea direction of devclq:r.wnt CA.n be more ,':'.C'cUl"£1tely Gstim2ted •. 

- i ~ 



I. RECENT DEVELOPHENTS 
. I 

(a) Exchange Holdings 

DUring 1951, Brazil lost \;250 million equivalent in foreign excha.nge 
reserves, reducing net holdings in December 1951 (exclusive of gold) to 
US"~ 2 million equivalent. Since then the:'e has been a sm2ll recovery, 
elided by a dra1oD-ng of <:;37.5 million from the If'IF in Februa,ry, 1952. 
Simultaneously, hOHever, a large backlog of unpaid import commitments is 
accumulating, estimated at about ""175 million at the end of Fay,; 1952. 
On June'l, 1952, s',15 million 1-Jas re~aid to the IILF; $25 million is to be 
repaid en July 1, and allotr.er r';25 million on August 1, 1952. There are 
thu.s substantial short-te:cm commitments without adequate exchange cover. 

End of 

NET OFFICIAL GOLD ,r. I,1I) NET EXCHAHGE HOIDINGS 
(million dollar equivalents) 

F;xchan~J net) Gold -Period Dollars Sterling Other ~Total 
Incon- Block-
vertible ed 

1949 131 26 113 81 351 317 
1950 130 31 63 29 253 317 
1951 June 85 15 44 .... 30 114 317 

Sept 36 28 41 -23 82 317 
Dec .. 27 29 12 -12 2 317 

19~2 Har 14 23 3 24. 61 317 
Apr - 3 20 3 7 27 317 

Source: Banco do Brasll 

, , 

(b) Trade 

Total 
Gold 
and 

Exchange 

668 
570 
431 
399 
319 
378 
344 

This situation. arose partly from a large increasE:! in imports 
during 1951 and partly from 8n .9,d-"erse shift in capital trClns actions .. 
Imports during 1951 totalled. ,",2 eOl billion, almost twice 1950 imports of 
::~1.1 billicn. Despi te record exports of ,u;1.76 billion, the result was 
a trade defici t of ~:'253 million, the highest deficit eVer experienced, ~~162 
Plillion greater than that for 1947, the previous peak deficit year. The 
1951 deficit w'as ~?183 million in convertible currencies (despite a small 
surplus of ~,;20 million t-lith the USA) and ~70 million equivalent in incon .. 
vertible currencies, 1rJhereas the 1947 deficit 'tvas wholly in hard currencies. 

- 1 II!" 



Imports increased during 1951 because the Brazilian authorities 
deliberately relaxed import licensing in the belief that the 1'Jorld poli tical 
situation was deteriorating, and th~t consequently import stocks should be 
increased to the maximum. Import licenses issued dun ng the month increased 
from Cr. 2.2 billion (~119 million) in June 1950 to just under Cr. 10 billion 
U::540 million) in July 1951. Efforts "tv-ere made to facilitate desired . 
imports; for example,., licenses originally issued for inconvertible currencies 
~1ere readily validated for convertible currencies if supplies Vlere reore 
quickly available against hard currencies. 

By July 1951, the authorities realized that the policy of import 
relaxation had gone too far. Imports were more readily a.vaL lable and 
delivery schedules shorter than had been expected, and a higher proportion 
of licenses issued were being utilized than had been anticipated. The 
actual import rate had ~o~m to exceed exchan~e cover. The issue of 
ne1rJ licenses 1-J2S drastically cut, beginning in August 1951. In December 
1951, the monthly license is sue ·Has Cr. 3.2 billion, ($173 million) and in 
April 1952 only Cr. 1.6 billion U)87 million) a.s compared Hith almost 
Cr. 10 billion in July 1951. 

Actual imports, however, did not resuond for some time, oHing to 
thiJ volume of imports already 0 rdered or in transi to rIot until l'Iay 1952 was 
a reduction evident; imports from the U.8. fell from a monthly rate of t';lOO 
millton in the first four months of 1952 to /'68 million in Hay 1952 ~ 

Appraisal of the nature 2nd immediate consequences of these 
exc:.1ange ar:d import difficul ti es requires kno1rTled,ge of the volmne and 
character of recent imports.. Tne data Unon this are., nov-Ever, scanty 2nd 
perhaps misleading.· The value of 1951 imports, I' 2.01 billion, t'ITas 83% 
higher than 1950 imports. In terms of overall tonnage, a some1vhat crude 
inc1ic ator, volume increased only 23%, tr1hi1e average unit import prices per 
ton incre.esed 50;-;. The largest increases of unit import prices, l'Jhich 9~U'tly 
reflect higher £'r~ight rates, Here in the raw material grouD. 

The malee-up of import values rema. ned substm tially the same in 
1951 as in 1950. Gasoline and fuel absorbed 10% of total import paJ~ents 
vo1un:.e increasing 21% ·hrhile v2.lue increased L~B%~ 

CGIPOSITIOH OF ILPOHTS BY VALUE (1950 cmd 1951) 

Class Value 
1950 1951 

(million ~~ e-ouiv2lent) 

A. Essential 
Ra~T ma.terials &. fuel OJ • 291 504 
Foodstuffs .... ~ ...... 162 -210 
Ilam,lfactures •••••••••• 531 1,049 
Live animals 

.. 
9 7 ......... 

Total . , .......... 993 1,770' 
B. Less Essential 1;/ • 109 241 

Grand Total ••••••. 1,103 2,011 

Percent of total 
1950 1951 

26.6 25.1 
14.'8 10.5 
L7~8 52.1 

0 •. 9 0.3 
90,1 '88.0 

I 9~9 __ .-12•0 

100·.9 100.0 

Percent 
increase 
in 1951 

73 
30 
98 

-22 
78 

121 

83 
====-==~====~~====================~---1/ Includes passenger automobiles. Source: Comercio Internaciona~.1952 
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No statist.icaL data ~.tG available upon the size of 'connnodity stocks, 
but it does not seem that Brazil has succeeded in accumulating stockpiles 
in many imported .i terns. The great increase of import values did not re­
present a corresponding inc~ase in import volumes. Stocks of some key 
items, notably petroleum products,are known to be.low. For others, it is 
doubtful whether the 1951 volmne increase did more than replenish stocks 
depleted by previous import restrictions. On ba.lance" it must be assumed 
that the present severe import restrictions will di!'ectly r~duce the volume 
of goods entering cu~rent use, with adverse consequences upon inflationa~J 
pressures, and possibly some damage to domestic commodity output d~e to 
difficulty in obtaining equipment and replacements. 

( c ) Capital llovements 

A second, smaller, but perhaps more persistent factor contributing 
towards present b21ance of pa:r.ments difficulties has been the behavior of 
capital ;L tems. The il1~low of capital on Government account since the 'toTar 
has been relatively small and has not offset regular amortization. Nor 
for the last three years has there been my significant entry of private 
capital. Speal~ing broadly, Brazilian development since the Uorld Har II 
has been self-financed. 

ESTI1~ATED OFFICIAL IDr~G~TERM Cft. PITAL HOVEBENTS 

(million $ equivalents) 

1947 1948 19J.+9 1950 
--r" 

Inflow .... ~ ....•..... ~. 32.1 9.7 40.1 27.7 

Amortization ••• ' ••••• It •• 48.7 40.7 28.6 54.0 

Net entry (I) 
or exit ~-) . ............ -16.6 ··-31.0 tll.~ -26.3 

Interest transferred . ., ., 13.8 20.4 9.5 10.9 

Source: n1F Balance of Payments Statistics; 1951, preliminary. 

1951 

37 

31 

';'6 

14 

The position regarding private foreign direct investment capital 
has been causing much concern both '{tTl thin and outside Brs.zil. liJithin Brazil, 
it has been noticed that little new private capital has been entering the 
country from outside" the gro"VJth of foreign-01rJned capita being increasing-
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through re-investment of domesticaD_y earned profits. Simultaneously, 
out't-Jard profit transfers by foreign~owned companies, based upon growing 
capital and, reserves, lrJere making increasing call upon Brazilian exchange 
receipts. ~houghtfu1 Brazilians are well aware of the benefits of foreign 
private direct investment in terms of technology, managerial ability, and 

in many cases of replacement of physical imports, but'they are deeply 
concerned about the slackening flow and increasing exchange cost of such 
investment. Outside this rather small group; the situation offers argt~ent 
and opportuni' r for anti-foreign nationalist.ic at.ti tudes ~ 

REGISTERED EXCHANGE TRANSACTIOnS 

on acco~,mt of private foreign investment in Brazil 

(million US~ eouivalents) 

1951 
1947 1948 1949 1950 Jan/Sent 

Entry of 'capital •••••••••••••••• 40.5 28.6 B.7 10.4 ·4.7 
Exit of capital •••••.• e , •••••••• e 5.6 3.7 3 .. 3 7.5 9.3 

Net entry ••• to e .• ·• e' ••••••••••••••• 3L"!99 24.9 5~4 2.9 -4.6 
Profits transferred ......... 0 •• 1> •• 21,,0 3?o? 41.2 45.4 59,1 

Net exch2nge receipts by Brazil •• 13.9 -BflO -35.B -42.5 -e3.7 

Source: Banco do Brasil statistics. --

(d) Proposals for a free exchC'n ~e r'l.:rrket 

In any event, the present b21ance of payments situation is clearly 
one preventing full :"nd :,rompt dividend tr2nsi'ers; the exchanBe resources 
simply do not exist. In January 1952, the President of Brazil promulgated 
a decree drastically revising the basis of dividend tr8nsfer TJermitted to 
foreign companies. t~hile foreign investors fully e:A"Pected reduced and 
delayed transfer, they found the action taken unacceptable, narticularly 
since it embodied retroactive features, and stated that the new regime 
'Hould seriously discourage nelfT foreign investrlent. 

The Government, taking these objections and its own political 
position into account, ~as proposed and sponsored the establishment of a 
free foreign e:::change market throu~'l Hhich all private cenital transactions . . 
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't°rould pass. Foreign com~c:lnies (other thBn public utilities) w'ould lose 
the right of dividend transfer at the official rate, but Hould gain 
freedom of tremsfer at a neH free J11arket rate. The free market legislation 
is nOH before Con~ress and e::.pected to pass shortly. 

Until it is knmVIl vh at transactions will be given access to the 
free market, and what action, if any, the authorities will tru{e to influence 
or stabilize the free market exchange rate~ it is not possible to estinate 
probably consequences in c'ny detail. It is clear, h01irever, that a major 
change of Brazilian balance of P?yments policy is in the making. 

It is most unlikely that the free market 'Fill be, or lV'ould long 
remain, restricted to invisibles. Unless there be a big revival of netV' 
ill">Jard private capital tr8nsfers, dem8nd for free exchange Hould probably 
result in a free rate reuch higher that the official rate. There vnll prob­
ably be growin~ economic and political pressures to place some exports in 
the free market, "'0oth to supplement its supply of e:cchange and to ease 
the difficulties of some exports nOH unable to sell at their lV'orld market 
price 2nd tIle offiCial exchange rate. Although quantita.tively small, such 
exports determine the prospects of whole re~ons of Brazil. 

Under such nrossures" a minn::; G:,"6ton, under Hhich exoorters s::;11 'Part 
of their GXct:C1nf!G to tho officiQl In::-rkot Clnd nart to tho free 1'" ~rket:J is !lot 
li..l'llikely.. Ther'~ ~·Jil1 then be !'.clvr~ntp.-ges in plso placin~ some inmort categories 
in tho free narket.· Tho upshot ::lay -:mll 'be n prof!'..C'oD~i'Ve de facto dnva1ur:tion 
of tho cruzeiro .. 

(e) Internal Finances 

Despite heavy imports, inter~al i~~lation continued during 1951, 
due mainly to eX?ansi.on of commercial bank credit. 

(Cruzeiros Billions) 
Combined Cost-of-
surplus (I-) or Living 

~ deficit- (-) of Index (Ave. 
l'iIe8ns Bank Loans Federal, State for years 

of To Gov't 1'0 the 8nd 1 :unicipal or months) 
Pa~1!l1Gnt Entities 1?ublic Governments 1949 ~ 

Dec. 1947 •• 59.8 19.9 54.1 -4~2 100 
Dec. 1950 • • 78.6 21.3 69.4 -514 106 
Dec. 1951 .e e 93.8 14.2 88.5 fl.1 .£1 118 

Apr. 1951 e. 82.2 122 
Apr. 1952 •• 94,,8 133 

a/ Different definition from IEF "Eoney SUp:!)ly". 
'.~/ Excluding municipal results, not yet available. State results: 10 

States actual, 11 states bUQget forecasts. 
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The anti-inflationary policies of the Hinistry of Finance are 
evidenced by the realized Federal Budget surplus of Cr. 2.6 billion in 
1951, by the balanced budget proposals for 1952 and 1953, and by the 
"Lafer Plan" method of financing public 't-Jorks. Nevertheless, the Hinistry 
has been unable to secure sufficient coordination with or cooperation from 
other financial authorities to avoid an offsetting of its ot-m actions., 
The State and Hunicipal Governmonts together ran a deficit in 1951 which, 
vlhen full results are known, 1rr.ill probabl:r be found close to the Federal 
surplus. The banking system, headed by the Banco do Brasil, greatly 
e:x:,anded. i ts o~J'n lending operations 1-Ii th the public. As a result all 
sectors of the economy except the Federal Government 'Here furnished 't-u th 
addi tional money "trJi th whic 11 to bid limited economic resources al-Jay from 
each other. Hage increases have occurred; demands for higher "'wag~s, 
includin~ those of Federal employees, continue, and l<Jill probably be 
largely conceded. A serious Hage-price inflation may therefore be in 

.J... mOvl.on. 

Inflationary pressures 'Hill 'be aggravated by the necessity sharply 
to reduce curren t imports. An additional 8.nd more serious neH source of 
inflation is the Gov~rmnentts decision reouiring t~e B2nco do Brasil to 
purchase the current cotton cro!:> Cl.t a st'pport p!'ice a~)ove 'TrJorld market 
prices. It is estimClted tha.t this operation may occcsion nel'; currency 
issues of aro'md Cr. 3 billion. The 1'1inistry of Finance is aware' of the 
grave inflationary danger implicit in this cotton purch[~'3e scheme, and is 
seeking methods bot!1 to limit the resulti.'Y'lg primar~r monetary e:rpansion and 
to dampen or avoid a seconda~J credit e~ans~on based upon the primary in­
crease of bankin~ reserves. 

II. LONGER R.\nGE PROSPECTS 

(a) Domestic Investment 

Recently compiled national income estir.lates ShO't-T total gross 
irwestmer:.t in 1949 as 16;; of output in that year, 13% being private and" 
3~; government. Of total gross investment, 24% vIas private construction~ 

There is no reason to suppose tllat overall investment ratios have 
fallen since 1949. (hTing, hOl,:ever, to the social and physic al geography 
of Brazil, it is doubtfu11'lhether investment even of this magnitude can 
result in a'Y'ly great increase in per cpjita incoMe~ In large areas of the 
country, other than the relatively uel2.-developed S80 Paulo region, rather 
ma,ssive investr::ent is re~uired to ~lrovide useful public fa.cili ti es such 
as transport. Here geographic size enhances develo:r:ment costs. 

For this reason, Government investment in Brazil has probably been 
inc.dequate to Drovide an e~'"Panding frame'TrTork for r;>roductive initiative. 
The "Salte Plan" did not provide sources of finC'nce equal to proposed 
expenditures, and becarr.e little more than a special heading in the regular 
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Federal Budget. Its total expenditures have been considerable (Cr •. 2.3 
billion in 1951; Cr. 1.9 billion or 6% of budget expenditures nroposed 
for 1953). i3ut examination of the items shows that its main eJ<penditures 
r.:.re now for petroleum refineries, the rest beine spread thin over a 
multiplicity of p~ojects. 

The more recent "Lafer Plan" is therefore of considerable interest., 
A 15% surcharge upon oersonal and corporation income ta~es, and a 3% tax 
upon undistributed corporation profits, have been imp os ed since J anuC!.ry, 
1952. Taxpayers "Trull be reimbursed l.dth 20 year 5% Economic Rehabilitation 
Bonds, receiving 125 cruzeiros in bonds for ea.ch 100 cruzeiros taxes paid, 
five years after payment, the 25% bonus representing 5% annual interest 
(none compounded) for that period., These compulsory bond purchases through 
tax surcharge are expected to yield Cr. 1.65 billion in 19.52, annua.l yield 
thereafter rising to Cr. 2.5h billion in 1956. The legislation also 
gives pOl-Jers enabling the President to require the collect'ive savings 
institutions to make compulsoTji deposits vdth the proposed Economic 
Development Bank, raising possible annual cruzeiro availabilities of the 
Lafer Plan by Cr. 1.0 - 1.5 billion. 

The proceeds frOM compulsory oond sales and de"losits (if they are 
required) 1rr.ill be handled by a neHly established Economic Development 

Bank" 1-Jhicl1 in its turn 'tn.Il make cruzeiro loans for development projects. 
It is expected that the ne't-J Bank's projects will be pri!lcipally t..l-}ose which 
also require foreign fin?ncing from the IBRD or r;X:_mbank. In effect, there 
has been introduced a non-inflationary source of local currency finance 
for development projects (expected to yield the equivalent of a~:)tuld ~~lOO 
million annually) and a specialized institution to handle investment of 
the funds. 

This is a ne"{-J feature in Brazil, a.nd one TrJhich, it is reasonable 
to hope, vTill increase the scale and improve the effectiveness of Govern­
ment investment. It is not yet clear, however, What impact l·r.ill be felt 
upon non-self-liquidating investment such as high'tvays. 

In the meantime, the Bra.zil-U.8. rJIixed Connnission is examining 
and reco~~ending upon a series of projects considered urgent. The present 
intention is apparently that the Economic Development Bank should 9r ogressive­
ly absorb the work of the i:ixed Coronission .. 

(b) Trade 

Cof.fee is still Brazil's bulk earner of foreign exchange, yielding 
t:l.07 billion equivalent (60% of all export receipts) in 1951, of 1-1hich $682 
million was from exports to the U.S.' World coffee prices have remained 
steady with a slight rising tendency since the large increase late in 1949 •. 
Longer-run price estimates are necessarily inexact, but it is only prudent 
to assume a future worsening in the price relationship betHeen Brazilfs 
coffee exports and her~ imports, either through a falling tendency in 
coffee prices or through a growth of Brazilian import prices, or both. Precise 
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data are lacking, but the worsening of Brazilian terms of trade through 
rising im'1ort prices since 1948 has already largely absorbed the foreign 
trade adva~tage of the 1949 coffee price rise. 

l';AIN EXPORTS BY VALUE 

(million us dollars) 

Coffe~ ••••••• _ •••••• ~ ••••••••••••••• 
Ravl cotton • •••••••••••••••••••• ,; •••• 
Cacao .••• ~ ••••• ~ ••••••••••••••••••••• 
Lumber •••••••••••••••••••••••••••••• 
Hides and skins ••••••••••••••••••••• 
Allother ••••••••••••••••••••••••••• 

Total ••••.•• : •••.•••••••• '.' ............ . 
----~~----~----------.------~------

Source: Comercio Internacional, Narch 1952 

All other Brazilian exports are experiencing growing difficulty 
in selling at ~vorld market prices converted at the official exchange rate, 
because of a constant rise in their domestic costs of production. Cotton 
in particular faces a difficult position follovdng recession in Britain 
ar;.d elsewhere in the cotton te-dile indus tries. Beca.use of marketing 
difficulties, exchange proceeds of these efforts may be permitted to be 
sold in the free exchanee m2rket about to be created. 

The events of 1951 and early 1952 clearly reveal the difficult 
nature of the Bra.zilian import problem. In 1951 relaxation of import 
licensing quickly led to a record foreign trade deficit despite unprecedented 
foreign exchange earnings from export·s. The eager importer response to 
the policy of relaxation of controls seems to have partly a fina.nci al and 
partly a more endurin~ structural explanation. 
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The financial stimulus to imports arises from chronic inflation 
combined vr.ith a no't-I eJ...rternally over-vel.lued currency, .. Bothfactors are remediable, 
and tm authorities appear to be on the brink of a.ction in both fields •. 
The Hinistry of Finance may be able to obt<3.in support and cooperation 
else"t-lhere for its ovm anti-inflationary policies" and the proposed free 
exchange market may result in a decreasing volume of trade being conducted 
at the official exchange rate. 

There are, however, structural reasons why even under more stable 
monetary conditions import pressures are likely to persist at any level of 
exchange earnings. The more highly developed region,. of which Sao Paulo 
is the center, embraces a pOPQlation of around 15 nillion compared vdth a 
total Brazilian population of almost 53 million. Here production and 
income is already much higher and grmdng faster than elseHhere in Brazil, 
and consumption more diversified and sophisticated. ~1ere is a steady 
internal migration towards this high income area, creating a constantly 
increasing demand for imported investment and consumption goods. Brazil's 
import needs are therefore much higher than would be the case if her uresent 
incone Hes :m.ore homo.gene.ously dis·tri'Jut~d through the country. 

f-:10reOVer, Brazilian development, particularly in the Sao Pa.ulo 
region, has reached a stage 1-Jhere it is becoming increasingly difficult 
if not impossible to compress certain categories of imports, throvnng the 
whole burden of adjustment on to other categories. Ravr materials and fuel 
imports new absorb 25% of total imports, and foodstuffs, (mainly vJheat) 
a further 10%. The volume of petroleum and petroleum products imported 
has been increasing 20% annually over the past few years. Even if abundant 
domestic petrole~~ resources were discovered (and little"has yet been 
proven) and e:~loited as rapidly as technically feasible, balance of 
payments relief cannot be expected for 8.t least five years, and may vIell 
take longer. 

The foreign trade prospects therefore indicate a strong probability 
of continuously heCl.vy irnport pressures on the one hand, and the possibility, 
at least in the immediate fut~~~, of smaller rather than larger export 
earnings on the other. Nid-l,;S2, however, is evidently a time of rapid 
transition in Brazil during ',rhich any longer-run predictions (except those 
regarding the pressure of petroleum ~~ports) may well prove false. Key 
foreign exchange and investmant policies are under modification. The 
free exchange market, if part:.ly opened to merchandise trade, may encourage 
minor 6A'"Ports 't!hile confront ing import demand 'tnth a price restraint as 
well as a licensing curb. Better coordinated and larger investment should 
assif~t growt.h of domestic output, some part of which torill replace present 
imports. The develomnen t of hydro-electric pOvJer 1-xi 11 at le ast sloW" the 
gro'tvth of petroleum imports that would othenvise occur. 

(c) Capital Novements 

Future capital movements are at present unpredictable. The reaction 
of private foreign investors to the opening of a free market for their 
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transfers must avJait establishment and operation of thClt market. 
Initially, there -v-Jill probably be a rliovemer.t of postponed transfers both 
inuards 2nd out11ards 1j-!hich ma~T roughlJT offset one another. Thereafter a 
resumed flow of private investment to Brazil will depend not only upon 
the attractiveness of conditions in Brazil but also unon investment 
opT)ort1L11.i ties elsel"here, including the country of capital 0 rigin. The 
slackening private investment flo1'T into Brazil from 1947 to 1951 probably 
resulted as much from the e:dstence of attractive investment opportunities 
outside Brazil as from a real change of Brazilian conditions. 

III. EXTERI~L DEBT 

On January 1st, 1952, Brazil's foreign indebtedness amounted to 
the equivalent of about $552 million. It comprised: (a) dollar bonds 
of (,139 million; (b) sterling bonds equivalent to !~'125 r.li1lion; (c) out­
standing "Eximbank credits of ~':163 million (of Hhich ~?65 million was un­
disbursed); (d) IBRD loans of ' 105 million (of :'Jhich eJO million vIas 
undisbursed); and U.S. Government loans (other than Ex:iJnbank) of "~20 
million. The IBRD loans included ~·.10 million in Canadian dollDrs and 
sMall amounts in :Gelgian" French 2nd 31·r.LSS Francs. 

In June 1952, three ~dditional E:dmbank credits totalling $56.7 
million 1;'Jere authorized. The fo11o:·n.ng table, sho-:Ting estimated future 
service requirements irl selected ye2rs, includes service on these credits 
as well as on undisbursed portions of other ExiPlbam{ and IBRD loans: 

Outstanding A1:lortization Interest Total 
Year ;.; Other ~Total 

A OthGr r: Other Service ",:" 
(millton dollar eguiv~.le~ts2 

1952 413.9 137.8 551.7 24.4 10.5 15 .. 5 3.8 54.2 
195h 412.3 102.4 514.7 24.8 11.2 16.2 2.9 55.1 
1956 355.3 67.2 422.5 25.9 1l.2 14.1 1 .. 8 53.0 
1958 292.3 34.6 326.9 26.9 1.4 11.7 0.9 40.9. 
1960 228.'7 .31.3 260.0 20.8 0.8 9~2 0.9 31.7 
1965 107 .. 3 25.7 133.0. 12.1 1.0 4.3 0.7 18~1 
1970 50.9 18.9 69.8 9.9 1.1 2.1 0.5 13.6 
1975 3.5 11.8 15.3 3.0 0.6 0 •. 1 0.2 3,9 
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Service in 1952 represents abou.t 3.9% of estimated average ~nnual 
e:~orts for the period 1949-1951 and about the same proportion of the 
1952 federal budget. 

In addition to the above indebtedness, Brazil purchased from the 
IIlF (~37.5 million in dollars in 1949, t;28 million in sterling in 1951 
and ''':]7.5 million in dollars in February 1952, for a total of ~il03 million. 
Brazil has undertaken to repurchaseC65.5 million of this vdthin six 
months from Harch 1, 1952 and a further ~18. 75 million 'tvithin the six 
months follo1nng. 

.. 


