
MURRAY ADVOGADOS 

 
 

                                             Al. Ministro Rocha Azevedo, nº 38   tel:   + 55 11 3132 9400 
                                             12º andar, Ciragan Office                      
                                             São Paulo – SP 
                                             CEP 01410-002     Brasil   www.murray.adv.br 
 

 

 

 

NEWSLETTER 

                  September 2021  

September 1, 2021 

SPIC BETS ON POWER GENERATION IN BRAZIL 

SPIC Brasil’s growth strategy follows what one would expect from a Chinese company: accurate and 

ambitious bets. 

A subsidiary of one of the largest power generation groups in China, the company presents itself as 

a “consolidator” and is evaluating a series of asset acquisition opportunities in the country, ranging 

from large hydroelectric plants to wind and solar generation platforms. 

SPIC also sees fertile ground in Brazil for the construction of new plants and the development of 

disruptive technologies, such as green hydrogen, one of its flagships in innovation. 

With a 2.7-gigawatt power generation complex now, the group intends to reach 10 GW by 2025, 

turning Brazil into SPIC’s largest operation outside China. “We want to be one of the three main 

private-sector generation players in the country by 2025. We need to have scale, we think this is 

important,” said CEO Adriana Waltrick. 

SPIC entered the Brazilian market in 2017, when it purchased the portfolio of Pacific Hydro, which 

operated two wind farms in the Northeast region. Since then, it has been progressively expanding its 

generation complex. 

Also in 2017, it won the auction of São Simão hydroelectric plant, the largest asset offered at the time, 

paying R$7.18 billion in fixed concession. Earlier this year, SPIC joined the partners of the Port of Açu 

thermoelectric complex (Rio de Janeiro) by acquiring a 33% stake for an undisclosed amount. 

Now, the company is preparing for a new phase of growth. New projects should be announced shortly, 

as well as power supply agreements for industrial customers in the free power market. At the same 

time, the group “actively” negotiates the purchase of large assets, with at least 500 MW. 

One of the main pillars of growth are hydroelectric plants, which still offer the “best type of electricity” 

despite the risk associated with hydrology, said Ms. Waltrick. “Despite the current crisis, this is very 
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good energy, the cheapest and more abundant in the country. We think that this is the source that 

Brazil needs to continue working and promoting, and not only new projects, but also to optimize what 

is already there.” 

The company has already started structuring the modernization of the São Simão plant, work that will 

start in 2022, is expected to last nine years and should consume R$1 billion in investments. “We are 

looking at the possibility of expanding and repowering the plants. It would be important to have greater 

regulatory stimulus for it. Today the tariff issue makes it very difficult to find economic viability.” 

SPIC Brasil is even interested in the development of new hydroelectric plants, if greenfield projects 

re-enter the medium and long-term planning of the Energy Research Company (EPE). 

The “new” renewables sources – wind and solar – are also part of SPIC Brasil’s strategic plan. The 

idea is to take advantage of the favorable market moment to enable new ventures, including hybrids, 

which mix two generation technologies in the same location. “We already have some pilot projects, in 

São Simão and in the wind farms. We are very optimistic, we hope that next year we will have the 

regulations [for hybrid complexes] in place,” said Ms. Waltrick. 

In the secondary market, the executive says SPIC Brasil has been quite active, but does not reveal 

in which processes the company is taking part. 

The electricity sector currently offers a wide range of inorganic growth opportunities in the generation 

segment, mainly involving the water source. EDP Brasil has three plants for sale, while Cemig 

continues to try to get rid of its stake in the Santo Antônio (Roraima) hydroelectric plant — an asset 

that SPIC has even assessed in the past, along with Cemig itself and other partners in the plant. On 

the privatization side, the government of Rio Grande do Sul has already launched a data-room with 

information about CEEE-G, while the government of São Paulo is structuring the sale of Emae. 

In renewables power, Actis and Castlelake have put their generation platforms for sale in the country, 

Echoenergia and Ibitu, according to Pipeline, Valor Econômico’s business website. In both cases, 

transactions are valued at billions of reais. 

The company’s plans also involve the development of the GNA thermoelectric complex, powered by 

natural gas, in which it partnered with Prumo, Siemens and bp. With 1.3 GW of capacity, the GNA I 

plant is about to start operations. The second project, GNA II, is being structured and is expected to 

start operating at the end of 2024. With the two units, the set will reach 3 GW of power. 

“We are evaluating the September and December auctions to eventually participate,” she said. 
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In parallel, it is also working on innovation projects with Eletrobras’s Electric Energy Research Center 

(Cepel). On one of the fronts, the focus is on green hydrogen, a renewable fuel that has become a 

central piece in the decarbonization strategy and energy transition in Europe and Asia. “We are 

leaders in China in hydrogen, it is a technology that produces zero carbon and can be very useful for 

Brazil, especially in the production of ammonia and fertilizers, of which we are major importers.” 

On another front, “smart energy” projects are being developed, a kind of evolution of the energy 

efficiency concept for commercial buildings and condominiums. The idea is to equip these facilities 

with a thermal and electrical management microsystem, integrating batteries and self-generation of 

energy from waste, for example. According to the executive, the proposal will be tested in a public 

administration building located in Rio de Janeiro or Brasília. 

“Our work with Cepel includes Brazilian engineers going to China to understand the energy revolution 

that happened there, and the Chinese coming here to understand all the complexities of Brazil. It is 

an exchange of technology and investments, but above all of views and experiences.” According to 

what was announced at the time, the initiative with Cepel involves non-refundable investments of 

R$20 million by SPIC. 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 2, 2021 

BRAZIL GOV’T FACILITATES IMPORT OF VEHICLES FROM MERCOSUR PARTNERS 

Starting today (Sep. 2), automobiles and auto cars assembled in Argentina, Paraguay, and Uruguay 

will no longer be required import licensing to enter Brazil, the Ministry of Economy announced. Control 

procedures will be carried out subsequently, which, the ministry argued, will make importing more 

expeditious and cheaper. 

The change will not harm the Brazilian auto sector because, as it stands today, vehicles and auto 

products from other Mercosur member countries are subject to tariffs set in trade deals. The amount 

of automobiles entering the country, therefore, will remain unchanged. Only the process will be 

quicker and paperwork reduced. 

In a note, the Foreign Trade Secretariat of the Economy Ministry said that the change is in line with 

the commitments agreed upon by Brazil in the Agreement on Trade Facilitation of the World Trade 

Organization (WTO) and will be part of the government’s agenda on red tape slashing. The new rules 

were published in the country’s Federal Gazette on August 26. 
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Aviation 

In another resolution, the Chamber of Foreign Trade (Camex) abolished the common external tariff 

of Mercosur for 19 products linked to aviation. The measure comes as part of the special import 

regimen exempting the air sector from the Import Tax on aircraft and flight training devices as well as 

their components. 

The decision brings the number of air products exempted from the external tariff to 887. Camex, the 

measure, Camex declared, should help boost competitiveness in the air sector, affected as it is by 

the COVID-19 pandemic. 

The exemption from the special import regimen also affects air services. Thus, firms and air 

companies may gain access to machines and products used in the sector, like passenger boarding 

bridges and goods used on board. 

Source: Agência Brasil 

https://agenciabrasil.ebc.com.br/en 

 

September 6, 2021 

COMPANIES EMBRACE SHARE REPURCHASE AS PRICES FALL 

While investors continue to debate whether the Brazilian stock market is cheap or expensive, some 

companies have decided it’s time to go shopping. 

In August, 17 companies announced that they will repurchase part of their outstanding shares in the 

market. This means that, with the recent drops in share prices, they consider that their shares are 

cheap. 

The Ibovespa has seen two consecutive months of decline. The main index of the B3 went from 

130,000 points to close to 118,000 points in the period. 

Share buybacks are a way for flush public companies to return cash to shareholders. They can cancel 

the repurchased securities, reduce the outstanding quantity and, as a result, increase shareholders’ 

share in the distribution of dividends. 

The combination of share prices below what the companies consider fair and more available cash 

after good results in the second quarter were key for the companies to make a decision. 
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“Companies have more cash available and are less leveraged, which favors buybacks and dividend 

payments,” said Carlos Eduardo Sequeira, head of BTG Pactual’s research and analysis team for 

Latin America. “When the market sputters, as in recent trading sessions, companies that have cash 

end up being more interested in this type of program,” he said. 

From January to August, 60 companies started buyback programs, according to a survey on the 

website of the Securities and Exchange Commission of Brazil (CVM). In the whole year of 2020, 75 

programs were started. 

In the whole period, from January 2020 to last month, 135 programs were announced, with 78 still in 

progress and 57 already closed. 

March 2020, the worst moment of the pandemic for the financial market, was the month with the most 

buyback announcements at 23. The declaration of a pandemic by the World Health Organization 

(WHO) brought down stock markets worldwide, which took stock prices to all-time lows. 

Political turmoil coming from the dispute between branches of power and uncertainties about the 

progress of structural reforms in Brazil are the background for the recent fall in prices of assets and 

companies’ decisions to strongly enter again on the buying side. 

Not by chance, August saw 17 buybacks, the most for any month this year, two of which already 

closed. March comes behind, with 15 buybacks announced, two already closed. 

“We have a turbulent political environment and overhauls like the tax and the administrative ones are 

being held up because of this,” said Alan Gandelman, CEO of Planner Corretora. 

In a recent report, Bradesco BBI analysts highlight the “wave of buybacks” in the real estate industry. 

JHSF, EZTec, Tenda and BR Properties started or extended their buybacks in August. Moura Dubeux 

has had a program in place since April. At the end of August, MRV also joined. “This wave sends a 

strong signal of companies’ confidence in the business cycle, despite the recent collapse in the 

sector’s market capitalization,” the report said. 

JHSF announced the buyback of up to 28 million shares, almost 10% of the outstanding securities in 

the market. The program is expected to end by February 2023. 

“This buyback program is part of the management team’s efforts to manage the company’s capital 

structure. But each company finds a reason to implement its own,” said Thiago Alonso, JHSF’s CEO. 
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In the previous program, released in August last year, the share cost R$9.75. Last Friday, it closed at 

R$6.32, down 3.51%. In 30 days, the fall is 18.29%. In recent reports, Itaú BBA and XP rate JHSF 

shares as a buy, with target prices of R$10.10 and R$9.70, respectively. 

When it opened a new program, JHSF canceled 2.8 million common shares it held. But this is not 

mandatory. Companies have to warn the market about the buyback, but they don’t have to execute 

it. “It can open the program for a year and at the end it can close without having bought anything. Or 

they can renew it for another year,” said Mr. Sequeira, with BTG. “It is very common for companies to 

open buyback programs as an option. If they think it makes sense, they buy shares back.” 

Dimed Group, the controlling shareholder of the Panvel drugstore chain, saw “a beautiful opportunity” 

to increase share value, even with market volatility, and opened a buyback program last month of up 

to 2 million common shares, effective until August 2022. 

For Antônio Napp, chief financial and investor relations officer at Dimed, the Ibovespa is at a level 

below what most analysts projected. “This naturally creates, for companies in general, an opportunity 

to look at their shares and understand that they have a lower valuation,” he said. 

For the executive, the programs are likely to turn into a trend, considering that the fundamentals 

indicate that the Ibovespa should be at a higher level. The company has already started to repurchase 

a “small chunk” of what was announced. 

Source: Valor international 

https://valorinternational.globo.com/. 

 

September 6, 2021 

REFORESTATION PROGRAM GAINS SCALE IN THE AMAZON RAINFOREST 

Over the next three years, at least 3,000 family farmers in the State of Pará are expected to receive 

technical and financial support to reforest deforested or degraded areas in the Amazon biome, with 

support from a new program by the non-governmental organization The Nature Conservancy (TNC) 

and giant of technology Amazon. The program, called the Agroforestry and Restoration Accelerator, 

will encourage the planting of native agroforestry crops to promote environmental recovery combined 

with agroecological economic production. 

The desired recovery reaches 20,000 hectares, more than has been predicted so far by restoration 

projects developed by other organizations — and by TNC itself — in the Amazon region. Amazon has 

already committed to supporting the project, with a contribution not yet defined, and other companies 
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and investors, including those interested in offsetting carbon emissions, can also participate in the 

initiative. 

Cocoa should be a key crop for deforested areas, as the fruit is native to the Amazon region and has 

strong income-generating power for producers, according to Ian Thompson, executive director of TNC 

Brazil and interim director of TNC for Latin America. But other products will also be encouraged, such 

as coconuts, bananas, açaí and cassava, among others. 

“We have been working for some years with agroforestry systems in the Amazon and we see that it 

is a good solution, with environmental, social and economic benefits,” says Mr. Thompson. The 

challenge, however, has always been to ensure scale for projects and that they make “business 

sense” and not rely on an NGO, he said. 

The partnership with Amazon intends to solve this problems, according to him. Amazon and TNC 

estimate that, of the 360,000 family farmers in Pará that have properties of up to 400 hectares, at 

least 100,000 can fit the program’s support criteria, according to Jamey Mulligan, senior researcher 

at Amazon and one of the people in charge of the implementation, in the company, of The Climate 

Pledge, a commitment made by 115 companies to achieve carbon neutrality by 2040. Small properties 

accounted for 33% of the area deforested in Pará last year, and for about 40% in the last 13 years. 

TNC is betting that the option for cocoa could catalyse the project because of the current situation in 

the market, with “strong demand and the difference facing supply,” Mr. Thompson said. He sees the 

possibility of the project benefiting 40,000 to 50,000 families of small farmers. 

The project should provide technical assistance and some inputs, such as seeds and seedlings, in 

addition to facilitating access of small producers to credit lines that are often difficult to access, 

according to the specific needs of each producer. TNC’s experience in recent years in the region 

should facilitate access to technical assistance professionals. 

The choice of producers will be supported by established agricultural associations and cooperatives, 

which must participate in an initial consultation process and may collaborate in shaping the project, 

explains Mr. Thompson. “We will hear from them about the project to meet their needs,” he said. With 

Amazon, TNC also intends to apply new digital technologies to communicate directly with producers 

and help them connect with markets. 

The goal set for the next three years does not prevent the project from having a longer term duration. 

“We are starting with a three-year series of activities so that we have time to consult with communities, 

develop and test mechanisms and continue to bring in more investment and scale the project over 
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time,” said Mr. Mulligan. For Amazon, he said, joining the project is the “first step” in supporting climate 

solutions. 

Source: Valor international 

https://valorinternational.globo.com/. 

 

September 10, 2021 

BRASKEM UP 185% SINCE JANUARY, ON ITS WAY TO R$100BN REVENUE 

Braskem, the largest resin maker in the Americas, should end 2021 with historic performance. The 

company is on its way to achieving record annual net revenue of R$100 billion — almost twice the 

2019 figures and 71% above last year —and has never been worth so much on the stock exchange. 

Since January, its shares are up 185% in the Brazilian stock exchange B3 and there is room for more, 

according to investment banks, if maintained the current conditions of exchange rates and 

petrochemical spreads. 

Expectation of robust dividends — for Santander, the company can distribute 40% of its profits to 

shareholders —, the recovery of the investment grade, potential sale and the strong operating 

performance since the middle of last year explain investors’ appetite. 

In the first half, net revenue more than doubled to R$49.1 billion and net profit reached R$9.9 billion, 

leaving behind two years of multi-billion losses. For the second half, the expectation is for even 

stronger results, since factors that dragged down performance, such as a full halt in São Paulo, will 

not be repeated. 

“Braskem is too cheap to be ignored,” BTG Pactual analysts wrote in a mid-August report, when they 

raised the target price of the class A preferred share to R$71 in 12 months. This Thursday, the stock 

closed the day with an increase of 2.8%, at R$67.08, very close to the all-time high of R$67.58 

reached on September 1. The market capitalization grew 165% in the year, to R$51.3 billion. 

“We reiterate our buy recommendation for Braskem, which offers a rare combination of positive 

revision of estimates, potential for revaluation [of the stock] and convincing dividend return in the short 

term,” analysts Pedro Soares and Thiago Duarte wrote. 

On average, Alembic, Banco do Brasil, BTG, HSBC, JP Morgan, Santander, ScotiaBank and UBS 

have a target price of R$61.80 for Braskem shares, with a buy or hold recommendation. In addition 

to BTG, Santander also raised the target price of the class A preferred share to R$70 at the end of 

2022. 
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The current picture contrasts with the difficult times faced between 2018 and 2019, when the downturn 

of the global petrochemical industry was compounded by Braskem’s local problems with rock salt 

mining in Alagoas and the failed negotiations between Odebrecht (now Novonor) and LyondellBasell 

to sell the company. 

At that time, Braskem focused on key stories — Alagoas, stock valuation, image and reputation, and 

overcoming the downturn —, a relatively short-lived agenda that proved to be efficient, said Pedro 

Freitas, Braskem’s Chief Financial and Investor Relations Officer. 

Before the advance of Covid-19, the company had already refinanced a significant portion of its debt 

and started the execution of a continuous improvement program, which also undergoes digital and 

energy transformation. For “excessive conservatism,” it got a $1 billion line of credit to guarantee 

liquidity in the most turbulent period of the pandemic. At the same time, it expanded the improvement 

program, with the redesign of internal processes. Today, earnings from these initiatives are estimated 

at $340 million, on an annual basis. 

The resumption of demand came in the third quarter, much stronger than expected, and 

petrochemical spreads soared. The environment of robust margins is sustaining itself and could 

extend to 2022, in the assessment of international analysts and consultants. 

“A part of good performance, the spreads, is exogenous. But it is necessary to operate well to benefit 

from this, and Braskem has shown that it is a good petrochemical operator,” said Mr. Freitas. During 

the pandemic, the Brazilian company started the commercial operation of the polypropylene (PP) 

plant in the United States, adding 450,000 tonnes of production capacity to a market that is in great 

demand. 

Once the worst of the crisis had passed, Braskem adjusted its goals once again and placed among 

its priorities the recovery of the investment grade, lost just over a year ago. Last week, Standard & 

Poor’s (S&P) recognized its efforts and upgraded it from BB+ to BBB – the company’s global scale 

rating, back to investment grade. 

According to Mr. Freitas, Braskem maintains a dialogue with risk rating agencies, emphasizing that 

their numbers are compatible with the investment grade. The worsening of the domestic economy 

does not affect the short-term plans, since the logic of the petrochemical business is international, 

and consultants point out that the next quarters will still be favorable for the industry, he said. 

For Santander analysts Christian Audi and Rodrigo Almeida, Braskem should end 2021 with a record 

EBITDA of $5.9 billion. For next year, the forecast is for strong results, with an EBITDA of $ 4.3 billion, 

despite the expectation of spreads accommodation. 
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With this perspective and given the strong cash generation, paying dividends again would be a natural 

path. Two other destinations for cash reserves would be deleveraging — the company has already 

written off $ 1.7 billion from its commitments and sees no need for further reduction — or large 

investments, which are not on the short-term radar. “It is reasonable to think that Braskem will payback 

its shareholders,” said Mr. Freitas. 

Even with the recent rise in shares, Braskem’s discount against rivals Dow, LyondellBasell and 

WestLake, considering the multiple market capitalization and operating result (EV/Ebitda), is high, 

around 35%. Risks associated with the sinking of the soil in Alagoas and negotiations for raw materials 

in Mexico, the so-called Brazil risk and uncertainties regarding the company’s sale process may 

explain the undervaluation. 

Source: Valor international 

https://valorinternational.globo.com/. 

 

September 10, 2021 

ANALYSIS: CENTRAL BANK ADMITS INTEREST RATE HIKE ABOVE 100 BP 

The financial market reacted to August’s high inflation by increasing the expectations of a hike of more 

than 100 basis points at the Central Bank’s Monetary Policy Committee (Copom) meeting in two 

weeks. 

In doing so, it is merely following the monetary authority’s statement, which encouraged investors to 

revise their expectations for monetary tightening as new data are released. 

The Copom’s August statement and minutes signaled very clearly the intention to raise basic interest 

rates by 100 bp in September, to 6.25% per year. But they stressed that the indication considered the 

scenario envisioned at the time. 

The Central Bank’s monetary policy director, Bruno Serra Fernandes, was asked in a live-streamed 

interview what could make the Copom raise interest rates above the explicitly signaled move. “When 

you are willing to do whatever is necessary, there is no restriction,” he said a month ago, when a 

similarly bad reading for Brazil’s benchmark inflation index IPCA in July was released. “The Central 

Bank can always adjust its steps as the scenario changes.” 

With these statements, the Central Bank left to the market the task of assessing whether, according 

to the evolution of the scenario, the monetary authority must accelerate monetary tightening. 
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There are several negative elements in the latest IPCA reading that encourage bets on a stronger 

dose. Service inflation over 12 months (3.93%) is already above the target for this year (3.75%) and 

the next (3.5%) and has accelerated in relation to the previous month. Services underlying inflation 

inched closer 5% and many cores are above 6%. 

The Copom options traded Thursday on the B3 showed a 38% chance of a 125 bp hike (compared 

with 26% on Wednesday) and a 24% chance of a 150 bp tightening (it was 5% on Wednesday). The 

bets on a 100 bp hike have dropped to 35% on Thursday from 71% the day before. 

Still, an acceleration of interest rate hikes to more than 100 bp is not unanimous among private-sector 

analysts. Some argue that such a strong move could sound like desperation, when the Central Bank 

should be the agent that looks out for tranquility. For this group, the best thing would be to continue 

to raise rates at the current pace, but without indicating a ceiling for the rate. 

One question mark is whether the Central Bank will let the market define the course of the rate by 

itself, according to the statistics of each day, or will take the lead with a signal before the beginning 

of the silent period, next Wednesday. 

On more than one occasion, Central Bank President Roberto Campos Neto has indicated that 

whenever he can, he prefers to signal in advance future monetary policy moves. 

Source: Valor international 

https://valorinternational.globo.com/. 

 

September 13, 2021 

SOLAR POWER GENERATION DRAWS MORE INVESTORS 

The distributed solar energy generation market has been gaining an increasing number of new 

entrants, who seek to position themselves before the approval of a regulatory framework for the 

segment, with rules that tend to reduce the return on projects. 

Last month, when the proposed legislation finally started moving in the Chamber of Deputies, at least 

three groups that already work with energy trading announced their entry into the segment: Genial 

Energy, by Genial, the trader Trinity and Apolo Energia. In all cases, the idea is to sell the energy 

generated by small-scale solar farms to cooperatives and consortiums, serving residential consumers 

or small and medium-sized companies. 

In full expansion since 2018, distributed generation has been gaining relevance in the electricity 

sector. It is seen as one of the main technological solutions to expand and decentralize energy 
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production across the country. Generally involving solar source, the projects are small – from solar 

panels roofs to power plants with 5 MW of power –, do not require large investments and have little 

or no environmental impact. 

For consumers, the best side of having their own energy generation is the discount on the electricity 

bill. Companies usually guarantee discounts of 10% to 20% on the local distributor’s rate. The benefit 

draws even more attention at this time of water crisis: with the soaring of energy costs and the 

application of tariff flags (a system that increase the power bill depending on generation sources), 

more consumers are looking for alternatives to reduce expenses. 

Genial Energy is expected to start the construction of its first plant, in Rio de Janeiro, soon. With 5 

MW of power, the unit will receive R$25 million in the group’s own resources. The energy will be 

destined to customers of Genial’s trading company who are not eligible for the free power market 

(ACL). 

“We expect to raise R$300 million from our investors and build new projects with leverage. So, we 

would have more than R$1 billion in investments to make”, says Rodrigo Selles, partner at Genial and 

CEO of manager BRPP. 

In the future, the group should use its investment platform’s client base to expand the business. “There 

are almost 500,000 individuals with whom we have already interacted with via app, it is easier to 

access them and include them in a syndicate model”. 

Genial intends to develop around 20 solar projects over the next two years, 10 in Rio de Janeiro and 

four in Minas Gerais. Other states, such as São Paulo, are being evaluated. “We are going to take 

advantage of the momentum of the regulatory milestone, which will obviously have some impact on 

profitability. It is a window to be explored”, says Ewerton Vital, head of the commercial and customer 

area at Genial Energy. 

New investors point out that the specific legislation for the segment is not decisive for investments but 

brings more comfort. After months of discussion, government and entities in the electricity sector 

reached a consensus on the text of Bill 5,829/2019. With the agreement, the proposal was approved 

with an expressive vote in the Chamber of Deputies: 476 votes in favor and only three votes against. 

The expectation is that there will be no resistance to it in the Senate. 

The legal framework provides that the current power compensation rules for already connected 

generation systems will be maintained until 2045 and a transition period until 2027 for new projects. 
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“Some changes were very advantageous. The connection fee has been reduced. The plants will no 

longer be able to be transferred before they are ready – speculation among developers ends. The 

time to invest is very interesting”, assesses João Sanches, partner and CEO of Trinity Energia. 

Also an entrant in the distributed generation market, Trinity wants to reach 100 MW in solar plants by 

2025, which should require investments of R$450 million. The first project, in Minas Gerais, should 

be ready by July 2022. The company is already prospecting new projects in Rio de Janeiro, São 

Paulo, Paraná and the states of the Northeast region. 

Apolo Energia has just raised R$95 million to fund its first solar plants. Belonging to the group’s own 

manager, FIP Polaris brought together 28 investors and received certification from Sitawi, which 

specializes in analyzing the social and environmental performance of companies and financial 

institutions. 

“Through this funding, we are going to make a total investment of R$500 million. We have three more 

funds in the ‘pipeline’, all for energy”, says Pedro Camanho, founding partner of Apolo. Initially, there 

will be 30 projects, all in Minas Gerais, totaling 100 megawatt-peak (MWp). 

GreenYellow, part of the French group Casino, is also accelerating its ventures. Today, the company 

has 65 MWp in connected plants and intends to add 20 MWp by the end of the year. Altogether, 

contributions to solar energy add up to R$270 in 2021. In parallel, GreenYellow decided to start 

activities as a retailer. 

“We want to act from generation to consumption, with the upside of commercialization. We see a 

growing niche in the outsourcing of energy management and purchase”, says Roberto Zerkowski, 

GreenYellow’s CEO. 

Source: Valor international 

https://valorinternational.globo.com/. 

 

September 15, 2021 

SOFTBANK LAUNCHES $3BN FUND FOCUSED ON LATIN AMERICAN STARTUPS 

Softbank announced Tuesday a new $3 billion fund to invest in startups in Latin America, less than 

three years after the first and largest regional fund, the $5 billion Latin America Fund I. But the official 

statement did not reveal surprising details of the Japanese group’s plan for the region. In an interview 

with Valor, Marcelo Claure, vice president and chief of operations (COO) of the Softbank group and 

CEO of Softbank Internacional, said that this capital will be allocated by the end of this year. 
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“In 2018, the total venture capital market in the region was approximately $1.5 billion and we thought 

that the $5 billion of our first fund was going to last a long time. Between 2019 and 2020 we invested 

$ 3 billion and, in 2021 alone, we will invest $5 billion”, says Mr. Claure, adding the volume of the first 

fund invested this year with the volume of the new fund. “The reason for this new $3 billion is that 

there is a lot more opportunity and need for capital than we anticipated.” 

If it looks like a lot of money in a short time, he adds: “We think maybe $10 billion will be needed for 

2022.” At this level, Softbank is considering opening the fund to raise capital from third parties, which 

would be a relevant change in the way of doing business — until now, Softbank only invests its own 

capital. 

“There is a lot of interest from banks, family offices, who suddenly discovered Latin America. The 

volume and capital invested in growth in the region in 2019 was $2 billion, and our projection is that 

this will increase to $28 billion in 2022”, says Mr. Claure. “It means that there is a lot of competition 

for assets and more entrepreneurs advancing with their businesses, so it is a possibility to have third-

party capital, but not yet a decision.” 

Mr. Claure believes that, if the company decides to continue without capital from external investors, 

it can still afford a steady pace of growth in the local portfolio, considering that Softbank annually 

invests around $50 billion worldwide – and could direct a larger share to Brazil, with a little help from 

the current return. 

“In the first fund we have an internal rate of return (IRR) of 104% in local currency, one of the best in 

the world and definitely the best in the Softbank family of funds. One of the explanations for this is 

that the region had a shortage of capital for too long. Masa and I are committed to Latin America,” 

says Mr. Claure, referring to Masayoshi Son, founder and CEO of the Softbank group, with whom he 

has a direct and close connection. 

The region gained its own space in the company’s latest earnings report, an opening that had not 

been made in the statements until then. “Latin America is one of the most important economic regions 

in the world and Softbank will continue to drive the adoption of technology that will benefit hundreds 

of millions of people in this part of the world,” Mr. Son said in a statement released by the company. 

With 48 startups, the portfolio of the first fund has not yet been significantly divested to define its 

performance. The return that Mr. Claure refers to mainly takes into account the market value updates 

of the startups in the portfolio in the new rounds they made or even the stock market appreciation. 

When Softbank invested in Inter, for example, the bank had a market capitalization of around $2 

billion. Today, it exceeds $11 billion. 
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To that extent, the gross internal rate of return is 90% in dollars, a net IRR of 85%. Softbank invested 

in nearly 50 companies and turned $3.5 billion (invested until June), into $6.9 billion, considering the 

fair value of the companies. 

Having losses in your portfolio is part of the venture capital game, as is not being able to materialize 

a gain in a company that looked very good — and then sinks on the stock market, for example. 

Therefore, the return measure with the companies in the portfolio still has its nuances and risks. The 

second fund also arrives in a more competitive environment. 

But these two questions are clear for him. “I don’t think a 100% IRR is realistic. But I think we can 

continue to have one of the best returns in the world because the region is still full of opportunities”, 

says Mr. Claure. 

Looking back, he thinks the company lacked aggressiveness — contrary to the opinion of most in the 

market. “We weren’t bold enough at the beginning, we bought 10%, 15% stakes, we were 

conservative, we started investing $1 billion a year, and this year alone it will be $5 billion because 

there is room for that”, he says. “We let opportunities like Nubank, for example, pass us by. But that’s 

what alerted us to Inter and we are very satisfied”. 

The first fund, launched in 2019, invested in 15 of the 25 Latin American unicorns, including Quinto 

Andar, Rappi, Mercado Bitcoin, Gympass and MadeiraMadeira. 

Given the small size of the venture capital market at the time, many managers doubted that the group 

would find so many startups and entrepreneurs to support. When investments started at an 

accelerated pace, criticism turned to the level of transaction prices and an inflationary effect on local 

valuations in general. 

The speed of the regional market development in this period indicates that SoftBank anticipated the 

movement, taking advantage of prices that were still far from current ones. Some say that it was 

precisely this truckload of money that made the venture capital industry move, pulling other 

international and regional funds, and encouraging more entrepreneurs and executives to exchange a 

traditional career for an idea. 

Mr. Claure believes that Softbank can even keep this credit. “We made this market. We are the 

creators of this”, says the executive. 

While economists and managers are beginning to review their projections for Brazil this and next year, 

Mr. Claure remains optimistic about 2022 for the country and for the region. 
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“The level of disruption that companies are developing is greater than any political problem, inflation 

or interest rate hikes,” he says. “In Brazil, it took two to three months to rent an apartment, 

QuintoAndar came along and made it possible in 24 hours. It doesn’t matter if there’s going to be a 

political problem, people will still rent property. People continued to eat, they will need supermarkets, 

deliveries, so Rappi and iFood will continue to grow. For companies that change the game of the 

sector they are in, there is no crisis or policy to stop them from growing.” 

He projects 2022 as the biggest year in terms of IPOs in Latin American history. 

Source: Valor international 

https://valorinternational.globo.com/. 

 

September 16, 2021 

WOMAN TAKES OVER ELANCO IN BRAZIL 

Fernanda Hoe, a veterinarian, has just become the first woman to take over command of a 

multinational animal health company in Brazil. With long experience in this market, the executive was 

chosen for the position of American company Elanco´s general manager in the country. She succeeds 

Carlos Alberto Kuada, who is now the company’s senior commercial vice-president for Latin America. 

Graduated from São Paulo’s State University (Unesp), with a master’s degree from the University of 

Wiscosin, in the United States, and MBA from Fundação Getulio Vargas (FGV), Ms. Hoe faces the 

challenge of leading Elanco in one of the largest markets for animal health products in the world. And 

with new business in the portfolio, incorporated with the acquisition of German Bayer’s business in 

the segment. 

Largely due to this acquisition, Elanco’s global net revenue increased 102.7% in the first half of this 

year and reached $2.5 billion. Costs related to the transaction pressured the net result and the 

company had a loss of $271 million in the period. One of Fernanda Hoe’s goals, therefore, is to 

contribute so that the last line of the earnings report becomes positive again as soon as possible. 

In an interview with Valor, the executive said that her performance will be based on Elanco’s three 

main pillars: innovation, portfolio, and productivity. Driven by annual investments in research and 

development that reach 10% of the company’s revenues, innovation helps feed the portfolio, which 

also grows with acquisitions, such as Bayer’s business – particularly relevant in the pet market. And 

productivity comes from industrial, process and logistics improvements. 

Second largest animal health company in the world, behind the American Zoetis, and third in the 

Brazilian ranking, Elanco also develops actions to get closer to customers and partnerships with the 

https://valorinternational.globo.com/
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academic world and research institutions, without losing sight of the growing pressure on the animal 

health business to be sustainable and collaborate so that the production chains also move in this 

direction. 

Used to male-dominated environments since her time as a student at Unesp, Ms. Hoe was a dairy 

cattle consultant in the USA and, back in Brazil, focused on beef cattle. At home, she worked for eight 

years in the animal health division of Pfizer – which was later stripped to create Zoetis – and arrived 

in 2013 at Elanco, which in Brazil has 44% of its leadership positions occupied by women (globally 

the rate is 33%). 

In the company, Ms. Hoe says she worked in the launching of products in Latin America, bovine 

marketing for the region, innovation, research and development and general marketing in Brazil, and 

also for the Latin American market. 

“With this experience, I developed a broad vision about the company’s business, which was deepened 

during this last period in the marketing area, with the participation in the company’s major decision-

making processes. Brazil is already one of the ten largest markets for Elanco in the world and has 

great growth potential”, she said. 

In Brazil, most of Elanco’s business is generated in the livestock segment, but, according to Ms. Hoe, 

the tendency is that growth will be expressive in the next years in the pet products market. 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 17, 2021 

ELECTRICITY INFLATION TO SLOW DOWN IN 2022, ECONOMISTS SAY 

Despite the very bad perspective for the water crisis in 2022, economists expect a slowdown in 

electricity inflation next year. The negative effects over consumers are likely to be stronger. 

Residential electricity prices measured by Brazil’s official inflation rate IPCA are expected to increase 

20% this year, economists say, after rising 9.14% in 2020. The IPCA itself is expected to jump 8.29% 

this year, the median of projections from 100 financial firms and consultancies compiled Thursday by 

Valor suggests. 

Considering only the change in the “water scarcity” flag (additional of R$14.20 for every 100 kilowatt-

hours consumed), created by the government to face the current crisis, at the end of 2021, to red 1 

(R$3.97) in December 2022, energy could register a 12% drop in next year’s IPCA, said Tatiana 
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Nogueira, an economist at XP. Forecasting an average readjustment of 9% in distributors, however, 

she projects a 6.2% deflation. 

Without the expected deflation in energy, the 2022 IPCA, estimated by XP in 3.7%, would move much 

further away from the center of the target for the year, of 3.5%, to 4.3%. “Much of the slowdown in 

inflation in 2022 comes from the disinflationary contribution of electricity, due to the flag system,” Ms. 

Nogueira said. What matters to calculate the IPCA of a given year is the electricity flag in place in 

December of each year, she said. 

“For the IBGE, it doesn’t matter if it went up or down during the year. The effect is the same whether 

the flag drops in January or just in November.” For consumers and the perception of income loss, 

however, the impact is different. “For consumers, it is quite different to pay R$14.20 more one month 

or to pay more for 11 months,” she said. 

A very favorable hydrological scenario — with El Niño bringing more rain to the Central-South region 

of Brazil, for example — could take off another 0.13 pp from the IPCA, according to Ms. Nogueira. 

She and other economists consider, however, that this scenario is unlikely and there is great 

uncertainty about the flag that will be applied at the end of 2022. 

“If we go through a complete resolution, if the reservoirs fill up and the green flag returns, we would 

have 1 pp lower in the IPCA next year. But we don’t believe that will happen. The scenario is much 

more restrictive,” said Gustavo Arruda, chief economist at BNP Paribas. He projects a 4.5% IPCA in 

2022 — above the median captured by Valor, of 4.1% — and 9% this year. “It’s a considerable 

slowdown, but we’re less confident about the help the electricity industry could provide.” 

Recently, LCA Consultores changed its forecast from yellow flag to red 1. Also considering an average 

readjustment of 16% in distributors, the consultancy expects an increase of about 6.5% in energy in 

2022, against 20.5% this year. “There is no refund, compensation for this year’s increases. There is 

less pressure,” economist Fábio Romão said. The IPCA should end next year at 4.5%, according to 

him. If the energy price did not vary, it could be 4.2%. 

In addition to not having good expectations for the next wet season, Elisa Machado, chief economist 

at ARX Investimentos, recalls that even the “water scarcity” flag will not cover all expenses with the 

activation of the thermal plants. “The readjustment by the distributors, for all the liabilities we have to 

cover for next year, should be around 15%,” she estimates, projecting a 4.5% IPCA in 2022. 

But there are some buffers. On the electricity sector side, a series of measures taken recently by the 

government and the Brazilian Electricity Regulatory Agency (Aneel) will help contain the tariff 

readjustments, which were previously calculated at more than 20%. 
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Three financial firms heard by Valor work with numbers in the same direction. Pricing the worst 

possible hydrological scenario, which would lead to full activation of the thermoelectric plants, 

consultancy PSR estimates an average tariff adjustment of 5% (nominal) in 2022 – compared to an 

initial projection of 22%, which did not take into account measures for reasonable tariffs. 

At TR Soluções, a company that develops technology applied to the power industry, the average 

adjustment estimate dropped to 1.81% from 18.61%. At Thymos Energia, the projection is 7.67%. 

In all cases, the calculations include three main measures: the creation of the “water scarcity” flag, 

the anticipation of R$5 billion from Eletrobras’s capitalization to the Power Development Account 

(CDE) and the reversal, for consumers, of tax credits due to the exclusion of sales tax ICMS from the 

social taxes PIS and Cofins tax base. 

In the PSR scenario, the “water scarcity” flag helped to reduce the initial estimate by 9 percentage 

points. The new mechanism, with a price almost 50% above the red flag level 2, will anticipate a 

relevant volume of resources for distributors until April 2022, reducing the amount that would 

eventually be included in the adjustment account. 

“The flag makes a lot of difference, it is very significant in terms of revenue,” observes PSR’s CEO 

Luiz Barroso. According to the consultancy, the new flag raises the rate for residential consumers by 

almost a fifth. 

Another mitigating factor is the return of ICMS values improperly charged on the electricity bill to 

consumers. According to Aneel, around R$ 50.1 billion are at stake – R$ 26.5 billion in credits have 

already been authorized by the Secretariat of Federal Revenue. However, this issue carries some 

uncertainties: the regulator still needs to define the form and term of this reimbursement, and it is 

possible that there will be a clash with the distributors, which understand they should keep part of the 

amount. 

According to TR Soluções, up to August, around R$7 billion had already been reverted, and the 

expectation is that another R$1 billion will be added to this amount still in 2021. “Assuming that all 

distributors revert tax credits in 2022, it can be expected that, in an optimistic scenario, the volume of 

resources will reach the level of R$11.6 billion,” says the company. Despite actions to curb tariffs, the 

upward trend continues. According to TR Soluções’s calculations, the average value of R$545.27 per 

megawatt-hour (MWh) in 2021 is 109% higher than in 2012. 

Source: Valor International 

https://valorinternational.globo.com/ 
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September 17, 2021 

GOVERNMENT PREDICTS GDP GROWTH OF 2.5% IN 2022 

Private-sector investment and the recovery of the services sector should lead growth in 2022, says 

the Secretariat of Economic Policy (SPE) in the MacroFiscal Survey released Thursday. While the 

market cuts its projections for the expansion of the GDP for next year to 1% or less, the government 

bets on an expansion of 2.5%. This year, it will be 5.3%. 

The government maintained its growth projections from the previous edition of the survey, from July. 

However, the government has raised its inflation projections. The Extended Consumer Price Index 

(IPCA) rose from 5.9% to 7.9%, the General Price Index (IGP-DI) from 17.4% to 18% and the National 

Consumer Price Index (INPC) from 6.2% to 8.4%. 

The INPC is used to adjust mandatory government expenses, such as social security and welfare 

benefits, bonuses and unemployment insurance. With the revision of the projection for 2021, the 2022 

federal expenses will be around R$18 billion higher, as reported by Valor last Monday. 

The increase will force an even greater containment of discretionary spending, said Economic Policy 

Secretary Adolfo Sachsida. Nevertheless, the 2022 budget is not unfeasible, nor will the machinery 

of government be disabled. The government is counting on some mechanism that allows the payment 

in installments of court-ordered debts foreseen for next year, a burden of R$89 billion, to get rid of 

this impasse. 

The solution for the court-ordered payments and the approval in Congress of the Income Tax reform 

are “game-changers,” says the secretary. They have the power to change the mood in the economy, 

so that the institutions that are now cutting their GDP projections for next year will redo their 

calculations upwards, he bets. Another part of this set of challenges is the bidding for the 5G internet. 

As an incitation to the analysts that cut the GDP expansion projections for next year, Mr. Sachsida 

started his presentation quoting the statistician William Edwards Deming: “We trust in God; all others 

must bring data.” 

Bank Itaú reduced its estimate to 0.5%; macroeconomic consultancy MB Associados, to 0.4%. The 

Central Bank’s Focus Survey, which polls more than a hundred financial institutions, brings a 

projection of 1.72%. 

According to Mr. Sachsida, the statistical carryover of the GDP from this year to the next will be 1.2%. 

Thus, it would be necessary to register negative growth rates throughout 2022 to reach 0.5%, he said. 

The SPE expects expansions in the range of 0.4% to 0.5% each quarter, leading to 2.5% for the year. 
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Rebutting the reasons pointed out by analysts for the pessimism, the secretary said that the interest 

rate is at historically low levels. Even if the Selic rate reaches 9%, this is a level “that gives us comfort 

to continue with our reforms and the trajectory of debt/GDP reduction,” he stated. 

He showed business confidence graphs, which are still high. He also brought other indicators on the 

rise, such as the flow of heavy vehicles and mobility indexes. In addition, occupation in the informal 

sector, which had been the hardest hit in the pandemic, increased. 

Another reason given for the cuts in growth projections is the deterioration of the fiscal picture. “How 

has the fiscal side worsened?” he said. “Jair Bolsonaro’s government will be the first ever to end with 

a lower level of spending than at the beginning as a proportion of GDP,” he said. The market improved 

by R$ 9.1 billion its forecast for primary result between October 2020 and September 2021. 

The government is betting on the recovery of the services sector as one of the boosters for 2022. Mr. 

Sachsida cited the return of in-person classes as a factor that should improve this area of the 

economy. The other element is private investment, such as those foreseen in infrastructure 

concession contracts already signed. 

The effect of the pre-election noises on growth will depend on the leader’s speech in the dispute, said 

the secretary. If he says he “will nationalize everything, throw out the spending cap, give readjustment 

to everyone,” the impact will be negative, he said. “That’s my reading. If, on the other hand, the leader 

says it is important to consolidate fiscal policy, privatize, open up the economy, and increase pro-

market reforms, the impact will be positive.” 

Source: Valor International 

https://valorinternational.globo.com/ 
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AMAGGI VOWS TO BECOME CARBON NEUTRAL BY 2050 

Amaggi, Brazil’s largest grain and fiber producer with revenues of $4.56 billion in 2020, announced 

on Thursday its commitment to eliminate both legal and illegal deforestation in its supply chain by 

2025, and to become carbon neutral by 2050. 

In the deforestation commitment, the company will adopt 2020 as a “reference date,” from which 

suppliers’ removal of native vegetation will be measured – but it will not be mandatory for them to stop 

legally deforesting after 2020. To address customer pressure, the company will make available a tool 

that will allow buyers to “choose” deforestation cut-off dates for the products they buy. 

https://valorinternational.globo.com/
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Amaggi’s climate goal was built with support from Science Based Targets Initiative (SBTi), a scientific 

strategy supported by the UN Global Compact. With a 2050 goal, Amaggi joins the Race to Zero 

movement, which brings together companies from around the world with goals to neutralize their 

emissions. 

To get an idea of the company’s task for the next 30 years, last year the company emitted 528,000 

tonnes of carbon dioxide equivalent directly and 660,000 tonnes indirectly. 

The company wants to focus on reducing emissions from its operations and its supply chain in the 

period up to 2035. By the end of 2021, the SBTi will define a specific methodology for reducing 

emissions in agriculture, which must present an intermediate goal for 2035, which should be 

incorporated by the company. Subsequently, Amaggi’s focus should be on emission offsetting actions. 

The central practice for achieving the goals is the elimination of deforestation in the chain. Hence the 

commitment to ensure a grain supply chain free from any type of legal and illegal deforestation by 

2025. The company said that this year it has already 99% of its direct and indirect supplier chain from 

the Amazon and the Cerrado regions – which accounted for 80% of the volume originated by the 

company in Brazil. Of these producers, there was no identification of deforestation after 2017 — 99% 

of direct suppliers were tracked, and among indirect suppliers the percentage was 30%. 

Before 2025, the company also intends to reach intermediate goals. By the end of 2021, Amaggi 

wants to be able to track all its grain suppliers, direct and indirect, in the Amazon and the Cerrado, 

and advance to all suppliers in the country, in all biomes, in 2022. Brazil represents 93% of the grain 

originated by Amaggi, while 4% come from Argentina and 3% from Paraguay. 

To carry out monitoring, the company will continue to use the Originar tool, developed by the company 

in 2017 to map the supply areas, and which today reaches 15 million hectares. 

The choice for 2020 is also justified because it was the year chosen by many international companies 

that buy grains as the year of cut-off for deforestation in their chains, explained Amaggi’s ESG, 

Communication and Compliance CEO Juliana Lopes. 

The company also included in its strategy to achieve carbon neutrality incentives for regenerative 

agriculture. 

But to get closer of international customers requirements, Amaggi also announced the launch of an 

internally developed platform, Origins, which will offer its buyers geospatial data that will indicate to 

what date deforestation has been registered in areas where the grain sold was grown. The data will 

undergo an external audit. 
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Ms. Lopes that the company will continue to bet on the fluvial modal for grain flow, as well as reducing 

emissions. Among other strategies for neutralizing carbon emissions, the company has also 

committed to investing in solar panels to supply its operations, and may also operate in the carbon 

market. 

Among other strategies for neutralizing carbon emissions, the company has also committed to 

investing in solar panels to supply its operations, and also can operate in the carbon market. 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 22, 2021 

AGREEMENT ABOUT FEDERAL DEBT ENCOURAGES INVESTORS 

The resumption of talks to solve the problem of court-ordered debts known as “precatórios” in 

Congress encouraged local investors on Tuesday, boosting domestic assets. 

While abroad the future of Evergrande and the Federal Reserve’s interest rate decision meant an only 

timid recovery of risky assets compared to the day before, in Brazil the boost given by the local news 

helped the real to have the best performance in the day among the most traded currencies in the 

world, while benchmark stock index Ibovespa returned to 110,000 points. 

The presidents of the Chamber and Senate agreed with the Economy Minister Paulo Guedes to 

resume the analysis of the constitutional amendment proposal (PEC) about the court-ordered debts 

in Congress, with a blueprint that keeps the spending cap up and opens space for financing a new 

cash-transfer program in 2022. 

Senate President Rodrigo Pacheco (Democrats, DEM, of Minas Gerais) recalled the suggestion made 

by members of the justice system to limit the payment of court-ordered debts next year to sentences 

generated by 2016, the year the spending cap was created. 

This opens up a space of around R$50 billion, for which “ways” for payment would need to be 

discussed in the future. In the draft, there are solutions such as unifying federal and state government 

accounts, negotiations with assets and negotiation between the parties. 

Signalling that he intends to speed up the issue, Chamber Speaker Arthur Lira (Progressive Party, 

PP, of Alagoas) has scheduled the opening of the committee that will evaluate the PEC to 

Wednesday. 
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Although the solution still raises questions, the market’s general reception was positive. “It brings 

some relief for at least going back to the question,” notes Coface’s chief economist for Latin America, 

Patrícia Krause. “Ideally, no type of installment payment would happen, but this scenario already 

represents some advance in relation to the original proposal.” 

Thus, after reaching the end of the morning oscillating close to stability, the exchange rate, reacting 

to the statements of Messrs. Lira and Pacheco, ended at a low of 0.90%, at R$5.2849 to the dollar. 

The Ibovespa rose 1.29%, to 110,250 points, not far from the maximum of 110,923 points. 

More conservative investors are still waiting for the outcome of the meetings of both the Federal 

Reserve and the Brazilian Central Bank’s Monetary Policy Committee (Copom), both on Wednesday. 

“There are great expectations about the imminent start of tapering by the Fed and also how central 

banks around the world will behave about the need to keep stimulus,” said Bruno Mansur, with Valor 

Investimentos. 

In the B3’s binary options market, contracts pointed to an 89.5% chance of a 100-basis-point rise in 

the basic interest rate Selic, to 6.25%, while there is an 8.8% chance of a 125 bp rise in basic interest. 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 22, 2021 

HOUSEHOLD SAVINGS GROW IN 2Q WITHOUT FUELING SPENDING 

Households’ financial savings started to grow stronger again in the second quarter of 2021, according 

to a survey by the Center for Capital Markets Studies (Cemec) of the Economic Research Institute 

Foundation (Fipe). The variation was R$117 billion, below the R$171 billion of the second quarter of 

2020, but reversing the slowdown trend seen in previous months (R$74 billion in the fourth quarter of 

2020 and R$23 billion in the first quarter of 2021). 

The high stock corroborates data from the National Accounts [by the Brazilian Institute of Geography 

and Statistics, IBGE], which show that the savings rate in the country reached a record 20.6% of the 

GDP. 

Although families have increased their savings, restrictions in the second quarter due to the second 

wave of the pandemic, the increase in uncertainties and the rise in inflation and interest rates once 

again held back consumer spending, experts point out, despite initial expectations that there would 

be a reaction from consumers in favor of greater consumption. Economists believe that some of these 
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factors should remain as obstacles for higher consumer spending in the short term, hindering the 

recovery. 

The increase in savings since the beginning of the pandemic is both circumstantial, due to social 

distancing measures that restrict consumption alternatives, especially services, and precautionary, 

due to uncertainties, said Carlos Antonio Rocca, coordinator of Cemec-Fipe, and Isabela Tavares, an 

economist at Tendências Consultoria. 

In this movement, the highlight were the highest-income families that did not lose their jobs in the 

pandemic, recalls Ms. Tavares. In general, services represent a larger share of these households’ 

budgets. Travel, restaurants and gyms, for example, were restricted, freeing up resources to savings. 

On the other hand, low-income families are not only less likely to save, but have been more affected 

by the crisis in the labor market, which has ended even informal occupations. 

“Households’ extra savings were expected to fall, these funds translating into consumer spending this 

year. That was not what happened,” Mr. Rocca said. 

Household spending was stable in the second quarter compared to the first one, according to IBGE 

data. 

In his assessment, the effects of the second wave of the coronavirus pandemic in the second quarter 

and uncertainties about the economy may have contributed to the result. “Savings surged again in 

the second quarter. We still had some operating limitation in the second quarter because of the 

second wave of the pandemic and this may have had an influence. But it can also be linked to other 

factors, such as the uncertainties caused by inflation and the political environment,” Mr. Rocca said. 

Data suggest that swings in the flow of households’ financial savings and purchase intentions are 

correlated to the evolution of the pandemic, Mr. Rocca said. Therefore, he says, the expected 

acceleration of vaccination is expected to curb circumstantial and precautionary factors, leading to a 

fall in the flow of financial savings of households in the coming months and an increase in consumer 

demand. “The rise in the purchase intention indexes from July to September corroborates this 

scenario. This is a positive factor for consumer demand in the coming months, as opposed to the 

negative impacts of inflation and the limits to credit expansion due to household indebtedness,” he 

argues. 

Ms. Tavares also sees this frustration with an initial expectation that, in 2021, families could allocate 

this money for consumption. She argues, however, that the second quarter was still of little mobility, 

with restrictions until May and a slow pace of vaccination. 
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“At the same time, the inflationary scenario became more challenging, with a lot of uncertainty about 

economic activity, which brings more caution to consumers,” says Ms. Tavares, who expects some 

consumer reaction only in the last quarter of the year. “Inflationary pressure is expected to slow down 

a bit at the end of 2021, a scenario that helps consumption, in addition to the advance of vaccination 

across the country, with more than 70% of the population vaccinated. It’s some improvement, but 

nothing very expressive.” 

Another indicator that shows this mismatch between savings and consumption, also by Cemec-Fipe, 

is the proportion between the value of the quarterly flow of household financial savings and 

consumption, considering the amount of household consumption as a percentage of GDP, calculated 

by IBGE. 

In the second quarter of 2020, this ratio was 16.5% (considering consumption of RS1.038 trillion and 

financial savings of R$171.5 billion), much higher than the 3.3% in the fourth quarter of 2019. After 

the initial period of the pandemic, of greater savings in line with lower consumption, this rate 

decreased to 11.5% in the third quarter, 5.8% in the fourth quarter and 1.9% in the first quarter of 

2021. In the second quarter of 2021, however, the trend reversed and the rate grew again, to 9.3%. 

“If these funds had been directed to consumption, it would have been a significant growth, which did 

not happen,” says Mr. Rocca, who considers that household financial savings data are more adequate 

to assess the capacity they have to save, since the data on the savings to GDP ratio, as shown in the 

National Accounts, includes both household and corporate savings. 

In the GDP, the estimated amount of savings is calculated from the reduction of the value relative to 

household and government consumption of the total disposable income. 

William Jackson, chief emerging markets economist at Capital Economics, adds other factors to 

explain his view that most of these surplus savings will not be spent immediately. The first is that, 

despite the recent drop in Covid-19 cases, families can remain concerned about future waves and 

seek to maintain a balance of precaution. Furthermore, the scenario suggests that most of these 

excess savings were made by higher-income households, whose propensity to save is greater. 

In addition, the rise in interest rates this year may change incentives to save rather than consume. 

Families can also use these most savings to improve their financial position and pay off debt. Mr. 

Jackson recalls that, during the 2014-2016 recession, there was also an increase in household 

savings, albeit at a more modest level, but that rate returned to its previous pattern, that is, households 

did not seem to withdraw the excess savings made during the period. 
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The surplus of household savings could make a positive contribution to GDP growth, he argues. But, 

in his view, rather than fueling the recovery, these excesses will be reduced slowly to “protect 

consumption from headwinds, including reduced government support and continued food and 

electricity prices shocks.” 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 22, 2021 

SENATE WORKS ON BILL TO REGULATE CRYPTOCURRENCIES 

Senator Irajá Abreu (Social Democratic Party, PSD, of Tocantins), rapporteur of the bill that regulates 

cryptocurrencies in Brazil, plans to present his draft in October at the upper house’s Economic Affairs 

Committee (CAE). “We are working to hear all institutions by October and present the report before 

November,” he told Valor. “Cryptocurrencies are on an upward curve all over the world and here, in 

Brazil, we cannot turn a blind eye to this issue. On the other hand, there must be a minimum of 

regulation.” 

Last week, the senator met with Central Bank President Roberto Campos Neto and head of relations, 

citizenship and conduct supervision, Maurício Moura. According to Mr. Abreu, the idea is that the 

blueprint “comprises the private sector, but also the need for the Central Bank to be able to inspect 

and regulate this activity.” 

The senator adopts a cautious tone to talk about the issue, stating that the meeting with the Central 

Bank served to get to know the opinion of the federal government. From now on, Mr. Abreu intends 

to meet with financial market players, experts in cryptocurrencies and others to broaden the debate. 

The bill (3,825/2019) was proposed by Senator Flávio Arns (Podemos of Paraná). 

A possible sticking point with the monetary authority has to do with the anonymity of transactions. Mr. 

Moura, with the Central Bank, stated earlier this month that anonymity “will not be an option.” In other 

words: those involved in the transactions will be known “from end to end.” But the senator says that 

“there is nothing decided on this issue.” “It’s still too early to put forward any position on the report I’m 

going to present,” he says. 

In turn, the Central Bank’s attention began to turn more often to cryptocurrencies in mid-2020. Last 

month, Mr. Campos Neto said Brazilians held around $40 billion in cryptocurrencies, noting that 

demand is undergoing a “very large increase”. 

https://valorinternational.globo.com/
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But, at official events, Mr. Campos Neto and other Central Bank directors have stressed that there 

are differences between cryptocurrencies and Central Bank Digital Currencies (CBDC). Unlike an 

official currency, the former does not function as a medium of exchange, store of value and unit of 

account. CBDCs are a kind of new representation of currencies issued by central banks. 

The Central Bank has been studying the creation of the digital real for a little over a year. Some of the 

guidelines have already been presented, such as issuance only by the monetary authority itself and 

financial firms’ custody. The Central Bank has also held debates with experts, broadcast on its 

YouTube channel. 

In recent weeks, Mr. Campos Neto reported advances in solving problems that the monetary authority 

had been encountering in the construction of the digital real, such as risks of excessive leverage. He 

believes the currency may already “have some pilots” in 2022. 

The Central Bank and the Securities and Exchange Commission of Brazil (CVM) declined to 

comment. 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 23, 2021 

BRAZIL’S 2020 AGRICULTURAL OUTPUT REACHED A RECORD $89 BI 

Brazil’s agricultural production in 2020 reached a record-breaking $89 billion, 30.4 percent above 

2019. A total of 255.4 million tons of cereals, legumes, and oleaginous plants were produced—a 

harvest five percent larger than the previous year. In the same comparison, the planted area grew 2.7 

percent, adding up to 83.4 million hectares. 

The data were made public today (Sep. 22) by the government’s statistics agency IBGE. 

“As the dollar gained in value compared to the real, there was also a growth in the external demand 

for these products, which made a direct impact on the main commodity prices, which in turn showed 

a significant increase over the course of the year. As a result, the ten main agricultural goods in 2020 

saw a major surge in their production value against the previous year,” IBGE stated. 

The crop with the highest contribution in the 2020 harvest was soybeans, the top product on Brazil’s 

export agenda, with an output of 121.8 million tons, generating $32 billion—35 percent higher than 

the production of this crop in 2019. 

https://valorinternational.globo.com/


MURRAY ADVOGADOS   
  

29 
 

Last year, Mato Grosso state was the country’s biggest producer of cereals, legumes, and oleaginous 

plants, as it raised its national proportion to 16.8 percent. 

Of the 5,570 Brazilian municipalities, 50 concentrate 22.7 percent ($20.2 billion) of the total value of 

the country’s domestic output. Twenty of these 50 municipalities are in Mato Grosso, six in Bahia, and 

six in Mato Grosso do Sul. 

Source: Agência Brasil 

https://agenciabrasil.ebc.com.br/en 

 

September 24, 2021 

BASF MAKES INPUTS LOCALLY IN BRAZIL TO REDUCE IMPORTS RISKS 

The lack of some products and the risks of dependence on imports – made worse by the pandemic – 

led the Brazilian operation of Basf to produce domestically 40 chemical inputs considered essential 

since last year. The multinational’s Projeto Patriota (Patriot Project) guaranteed the domestic supply 

of materials such as thickeners for hand sanitizers and emollients for the pharmaceutical industry, 

which became scarce after consumption exploded with Covid-19. 

Now, the company assesses that it is necessary to produce another 20 products locally. But the new 

portfolio increase faces stumbling block and uncertainties. Fears about the model of trade opening 

that will be adopted by the country and the lower structural competitiveness of the Brazilian chemical 

industry play against the plans of the company, which last year had revenues of R$ 18 billion in Brazil. 

“There is no strong country without a strong chemical industry. The sector’s capillarity is even greater 

than imagined. If there is a lack of product, there is a brutal ripple effect”, said Basf’s senior vice-

president of Chemicals, Chemicals and Sustainability for South America, Antonio Lacerda, to Valor. 

“And the cost of not serving is greater than the cost of serving.” 

Higher energy and raw material costs than in other producing regions and infrastructure bottlenecks 

led to reduced investments in the chemical sector in the country. While domestic production walks 

sideways, imports have never had such a relevant participation in national demand, currently 47%, 

against 21% fifteen years ago — in the Basf portfolio, 55% have local production and 45% are 

imported. 

The growing dependence on imports – which in the sector go beyond active pharmaceutical inputs 

and intermediates for fertilizers – is explicit in the trade balance. According to the Brazilian Chemical 

Industry Association (Abiquim), foreign purchases of chemicals set a new record in August, with $5.8 
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billion and 5.8 million tonnes of products. In 12 months, the trade deficit reached the unprecedented 

mark of $38.2 billion, well above the association’s projections for 2021, with a negative balance 

between $32 billion and $33 billion. 

According to Mr. Lacerda, after the pandemic’s impact on the global offer of different products, the 

crisis in maritime transport and the strong increase in freight have affected the availability, and costs, 

of inputs and finished products. Some of these materials could be produced in the country, if the 

investment conditions were more attractive. 

Basf itself is faced with the dilemma of increasing contributions to the local market. In order to expand 

the number of nationalized products, this time there is a need for more robust disbursements — the 

initial list demanded less relevant adjustments in the existing production capacity. “It becomes more 

difficult [to approve the projects]. But they have to be implemented to reduce dependence on imports,” 

said the executive. 

In 2015, the German company inaugurated a world-scale acrylic complex at the Camaçari Complex 

(State of Bahia), with investments of €540 million. The complex has not yet brought the desired 

financial return, but it has contributed to the development of a new value chain in the country. With 

the local supply of superabsorbent polymers, more than a dozen disposable diapers factories were 

opened, also increasing competition in this market. 

This virtuous cycle, defends the executive, can be triggered in other markets that depend on chemical 

inputs. At Abiquim, a discussion group led by him is designing the strategy of the Brazilian chemical 

industry, precisely with the objective of identifying the value chains where the country needs to resume 

local production. The work must be completed by December. 

According to Mr. Lacerda, Basf wants to bring other investments to the country, but predictability and 

commercial conditions comparable to those of other producing countries are prerequisites. “You have 

to have equality of arms,” he said, referring to the expectation that trade opening will be gradual and 

responsible. 

In his assessment, treating the Special Regime for the Chemical Industry (REIQ) as an incentive is 

not right, since the program helps to correct distortions that reduce the sector’s competitiveness. The 

regime, which exempts first and second generation petrochemical raw materials, was in the process 

of being phased out this year, but after intense work by the industry with the government and 

congressmen, it ended up being extended until 2025. “Other countries use similar mechanisms”, he 

stated. 
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For Mr. Lacerda, at a time when the acronym ESG (environmental, social and governance) is in 

evidence, large companies are setting a date to neutralize their carbon footprint and energy 

transformation is beginning to generate heavy investments, Brazil should better exploit its potential, 

especially in sustainability. “The country would be able to regain a prominent position in the world 

industry,” he said. 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 27, 2021 

RIO DE JANEIRO MULLS PLAN FOR CARBON CREDIT EXCHANGE 

The State of Rio de Janeiro intends to foster the creation of a carbon credit trading exchange, 

operating in both the voluntary market and in the market regulated by article 6 of the Paris Agreement, 

which should be discussed at COP 26, scheduled for Glasgow, Scotland, in November. As an 

attraction, the Rio de Janeiro state government plans to offer credits derived from existing assets in 

the state, such as forests and parks. 

“The state would foster this market and, as a result, we are willing to put our carbon credit assets to 

drive this market,” said Nelson Rocha, Rio’s finance secretary. The idea is to transform Rio into an 

organized market for the negotiation of all carbon credits in the country. 

Mr. Rocha says the state’s environmental assets total around 73 million tonnes of carbon dioxide 

equivalent. According to him, following the prices of the regulated European market, this volume is 

worth between R$25 billion and R$30 billion. 

Rio’s move in this area coincides with that of other states and municipalities also interested in the 

carbon credit market. The Brazilian Business Council for Sustainable Development (Cebds), an entity 

that brings together 60 large companies, launched a proposal to create a national carbon market, 

regulated and compulsory in Brazil. The carbon market is one way to limit greenhouse gas emissions 

in the world. 

The Brazilian Development Bank (BNDES) is also involved in discussions about the subject. “We are 

talking to the whole market to try and structure this market in Brazil. This stock exchange, whether in 

Rio or somewhere else, means a structured environment for credits to be traded,” said Bruno Aranha, 

director of productive and socio-environmental credit at the BNDES. The bank cut a deal with the 

Energy Planning Company (EPE) to map the demands of the oil and gas industry in the area of carbon 

credits, said Mr. Aranha. 

https://valorinternational.globo.com/
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The state government, in turn, has been talking to institutions and companies that could be interested 

in a carbon market. Mr. Rocha said he has had contacts with the Cebds itself and with the Brazilian 

Petroleum Institute (IBP). “We talked with large companies in oil and telecommunications,” he said. 

He acknowledged the importance of preserving the state’s forests. “When the forest starts to be 

monetarized, the possibility of this asset receiving money opens up, which leads to having more 

resources to keep the forest standing, safeguarded, as in the case of the Environmental Protection 

Areas (APAs). It is an economy that will be fostered with the objective of obtaining more resources to 

better maintain the assets it has,” says Mr. Rocha. 

The secretary believes that in five years it would be possible to have a consolidated and “very active” 

market. He stressed that, although the state will act as a promoter, the platform will be private. 

The corporate executive director of the Brazilian Petroleum Institute (IBP), Cristina Pinho, pointed out 

that she met with the Rio Finance Department in June and confirmed her interest in the talks. “I said 

that we were interested because the oil and gas industry was working hard with other institutions to 

participate in the implementation of the regulated carbon market in Brazil, as well as the voluntary 

market,” says Ms. Pinho. 

She added that, although the conversation was superficial, the idea spark the interest of Rio’s 

industries. “I think it can work, I think there will be interest from several companies, precisely because 

of the call for responsibility that has been happening lately,” she ponders. 

The IBP head points out that the institution has been working with the National Confederation of 

Industry (CNI) in the monitoring of a project that is being discussed in the Chamber of Deputies and 

is currently in the Environment Committee. The rapporteur is deputy Carla Zambelli. 

“The project is structuring the voluntary market in Brazil. The forest market, basically,” says Marcos 

Cantarino, executive manager of Downstream Government Relations at IBP. 

Carlos Victal, IBP’s sustainability manager, adds that a well-done measurement of the environmental 

credits is fundamental for what the market called as Payments for Environmental Services (PES), 

which emerges as a tool for the possibility of recovering biomes, once communities start receiving 

them to stop deforestation in progress and reverse it. “You reduce the emission, compensate the 

emission [from industry] and that community, that society that lives off those environmental assets, 

will have a chance to recover rivers and the biodiversity of the forest because they will stop 

deforesting, since society has compensated them in a certain way,” she emphasizes. 
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Ms. Pinho points out that the debate to create such kind of market are evolving. “Less quickly than 

we would like, but at least it is being widely discussed in several forums. We participated in about four 

or five [forums] here at the same time,” she said, adding that the sector is looking forward to the 

discussion of Article 6 of the Paris Agreement at COP26, which deals with the rules for the 

operationalization of the global carbon market. 

“Brazil is way behind other countries in this aspect. We are moving more slowly than we would like, 

but it is a subject that has been quite brought to the fore by several organizations, by several 

industries, which have shown the appetite to participate in this in a more organized way.” 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 27, 2021 

AVERY DENNISON INVESTS R$150M IN BRAZIL 

Avery Dennison, one of the world’s largest suppliers of self-adhesives labels and tags with radio-

frequency identification (RFID), is investing about $150 million to expand production capacity in Brazil. 

The low idle capacity and the speed of growth of those markets justify the investment, said Ronaldo 

Mello, vice-president and general manager in Latin America. Globally, the radiofrequency market, or 

smart tags, grows over 20% per year. In the region, the pace is faster because the base is smaller. 

The resources are being directed to the construction of an RFID factory in the U.S. company’s plant 

in Vinhedo, São Paulo, enabling the domestic production of up to 90% of the demand for chips from 

the local operation, and to the installation of a new self-adhesive laminator. The equipment brings to 

the country a state-of-the-art technology for the production of labels and recyclable adhesives and 

increases the production capacity by 30%. The operation is expected to start at the end of 2022. 

The investment is the company’s largest in Latin America in the last decade, including Mexico. 

According to Mr. Mello, although the region is the smallest among Avery’s businesses – the company 

also operates in North America, Europe and Asia – the growth of the local market for self-adhesives 

labels and RFID has been expressive. 

While in mature markets, such as Europe or the U.S., the per capita consumption of self -adhesive 

labels reaches 10 square meters per year, in Brazil this number is still at 3 square meters. “This 

proves the great potential for growth in the country,” the executive said. 

https://valorinternational.globo.com/
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Despite the initial impact of Covid-19, Mr. Mello says, 2020 turned out to be a “very strong” year for 

the local operation. Self-adhesive labels are used mainly in the food, cosmetics, personal care and 

cleaning industries – whose sales were less affected by the pandemic – and for barcodes. With global 

sales of $7 billion in 2020, the multinational does not disclose regional financial data. 

With the investment, Avery will have a total area of almost 25,000 square meters in Vinhedo, capable 

of absorbing further expansions in the future. In Latin America, the company also has factories in 

Mexico and Argentina. Although most of the Brazilian production is directed to the domestic market, 

the plant exports between 10% and 15% of the volume produced. 

The RFID chip factory, which accounted for R$30 million of the total investment, will be ready by the 

end of the year, says Mr. Mello. Today, 100% of the chips used by Avery in Brazil in tags and labels 

are imported. “We will still have to bring in something from abroad. But between 80% and 90% of the 

chips will be made locally,” he said. 

The multinational headquartered in Glendale, California, has around 1,000 employees in Latin 

America, 500 of which in Brazil. With the investment, 80 new jobs will be created. Worldwide, there 

are about 30,000 employees in more than 50 countries. 

Source: Valor International 

https://valorinternational.globo.com/ 

 

September 29, 2021 

ECONOMY MINISTER: BRAZIL TO INSIST ON CHANGES IN MERCOSUR 

Brazil’s Economy Minister Paulo Guedes said Brazil will continue to attempt to make changes in 

Mercosur. The Brazilian government, he declared, has sought to “modernize” the economic bloc, but 

has met resistance from Argentina. The bloc is formed by Brazil, Argentina, Uruguay, and Paraguay. 

“Our position is a step forward. We are not going to leave Mercosur. But we will not accept Mercosur 

as an ideological tool. Mercosur has a crystal-clear proposal: to be a platform for the integration of 

the global economy. If it fails to deliver, we will modernize it. Like it or leave it,” he said, while 

participating Monday (17) in the event Brazil Wants More, promoted by the International Chamber of 

Commerce. 

Brazil has proposed a ten percent reduction in the common external tariff for all goods, whereas 

Argentina advocates that only a portion of the products should be affected. “We will not budge from 

our stance. And it seems that Argentina is firm in a position contrary to ours,” Guedes declared 

regarding the bloc’s internal disputes. 

https://valorinternational.globo.com/
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Disagreements also include the way decisions are made within the bloc. As it stands today, all 

decisions are made following consensus among all four member nations. “Unanimity is required in 

making change to Mercosur, and they turn this into vetoes. In fact, three members are willing to 

modernize Mercosur: Brazil, Paraguay, and Uruguay. Argentina is facing a really special, delicate 

moment, and we understand that,” the minister remarked. 

Privatizations 

Concerning Brazil’s economic policy, Guedes once again advocated efforts to privatize state-run 

companies as one of the guiding axes in long-term goals. “To go ahead with  privatization: Petrobras, 

Banco do Brasil. Everyone’s getting in line, being sold, and this is turned into social dividends,” he 

pointed out. 

The minister further noted that, in the last two years and a half, privatizations added up to R$ 240 

billion. Guedes’s expectation is that the sale of major state-controlled firms—like Eletrobras and 

Correios—are approved. “The plan is to transform the Brazilian state: to rely more on private 

investment and speed up destatization,” he went on to say. 

Source: Agência Brasil 

https://agenciabrasil.ebc.com.br/en 

 


