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The Brazilian economy saw a clear slowdown at the end of 2018 and growth in economic activity for the year was
only 1.1% — the same rate recorded in 2017. Therefore, last year the country continued to recover too slowly from
the strong recession that knocked almost seven percentage points off Brazil's GDP between 2015 and 2016.

Many had hoped that the start of the Jair Bolsonaro government on January- 1 would bring about a turning point for
Brazil's economy. The increase in confidence generated by the change in government and the adoption of major
economic reforms would boost economic activity and allow the country to bounce back and leave the recession
behind definitively.

However, just over 100 days after the start of Jair Bolsonaro's presidency, these expectations are already
beginning to seem optimistic. In this short space of time, government approval has fallen significantly and
confidence in the economy has deteriorated once again—erasing the improvement seen after the presidential
elections. Furthermore, economic indicators suggest that at best, GDP growth in the first quarter of the year was
equally as slow as in the last quarter of 2018.

Despite this short honeymoon, Jair Bolsonaro still holds the key to spur on Brazil's economy-social security reform
—which for years has been the key economic reform that no Government has been able to implement. If the
proposal submitted by the Government is approved by Congress, it would create conditions to make public debt
sustainable and as a consequence, allow economic recovery to accelerate in the coming years, with growth close
to 3%.

However, recent political noise has raised doubts about the Government's ability to ensure that a highly fragmented
and polarized Congress supports its proposal. Thus the most likely outcome is that Congress approves a less
ambitious version of the social security reform which would require additional fiscal adjustment and impede
economic growth from exceeding more than 2% in the coming years. In addition, the current Government's process
for adopting economic reforms would be slow and limited.

In this climate of gradual economic expansion, which is also supported by the prospect of moderate global growth,
Brazil's GDP will not recover its 2014 level until 2022, the last year of Jair Bolsonaro's presidential term.
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DISCLAIMER

This document has been prepared by BBVA Research Department. It is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained
from or based on sources we consider to be reliable, and have not been independently verified by BBVA.
Therefore, BBVA offers no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Any estimations this document may contain have been undertaken according to generally accepted methodologies
and should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are
no guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the
economic context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of
such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its
contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into
any interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any
contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers
should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are
legally required to provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process is prohibited, except in cases where it is legally permitted or expressly authorised by BBVA.
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