
 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 

2017: A YEAR OF REFORMS? 

The Prolifico Report 
FEBRUARY 2017 

After approving the spending cap, congress (picture) in now working towards a vote on pension reform, a bill widely regarded as the most 
important measure to rebalance public accounts 



 already 

2 

 

    

 

 

“[Brazil] is a strong economy and once it shakes off its troubles 

it will go back to having an economic rally again (…) It has got 

resources, it has got a young dynamic population. It has got 

everything in the long term.” 

Hanno Kirner, executive director of strategy at Jaguar Land Rover 

(Financial Times, February 7th 2017) 

 

“Few times there has been in Brazil such a big pro-market 

convergence like the one we see today” 

Antonio Queiroz, researcher of the Inter-Union Dept. of Parliamentary 

Advisory (Valor International, January 4th 2017) 

 

“We continue to be encouraged by what we hear, at the 

government level, (…) what we read in the press, what we have 

in our meetings with government officials”  

Wael Sawan, Shell’s vice president (WSJ, Nov. 10th 2016) 

 

 Brazil’s Congress, Brasília    
    

Dear Reader, 
 

2017 is set to be a year of reforms in Brazil. Finally, the country seems to be back on the right track and 

is beginning to experience the signs of recovery.  
 

Inflation is now converging to its target range of 4.5% (+/-2%) and ended 2016 at 6.29%, down from 

10.67% in 2015. The Central Bank has started lowering the benchmark interest rate, for the first time in 4 

years. Since last October, the bank has reduced the Selic by 125 basis points, bringing the rate to 13.00%, 

the lowest level since April 2015. Many analysts now forecast single digits by the end of this year. 
 

Michel Temer’s administration has scored its most important win to date, in congress, with the approval 

of the spending cap, a constitutional amendment that will freeze public spending in real terms for up to 

20 years. This required a three-fifths majority to be passed. After this victory, President Temer now 

plans to approve another important measure, the reform of Brazil’s pension system. The government 

aims to set the minimum age of retirement at 65 years, estimating that this will bring savings of up to 

BRL 45.9bn over the next 3 years. The bill has already cleared the first hurdle in congress, after being 

passed by the Senate’s Constitution and Justice Committee. The market is confident that Temer will get 

this reform approved. According to Valor, “analysts believe the government is very skilled politically and 

will negotiate pension reform wisely with congress”. UBS sees these two measures as very important, 

stating that “while the spending cap will increase budget discipline, pension reform will open a path to 

stabilising public spending as a share of GDP over the next five years”. Please see more on Temer’s nine 

months in office in a special report on page 6. 
 

In the real estate market, the self storage sector continues to grow, proving its ongoing resilience to the 

recent downturn and Prolifico continues to expand its platform, purchasing distressed assets and 

delivering high yields. Please read on for further information on the above and some other interesting 

topics.  
 

All the best, 

The Prolifico Team 
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  INSIDE BRAZIL 

 

 
Michel Temer 

President of Brazil 

 

 
Henrique Meirelles 

Brazil’s Finance Minister 

 

 
Ilan Goldfajn 

 President of Brazil’s Central Bank 

 Spending cap approved in congress  

In December, the senate passed the constitutional amendment 

proposal that created the New Fiscal Regime, a plan to freeze 

public spending in real terms for up to 20 years. The approval of the 

new regime is Temer’s main victory since taking office, proving that 

his government enjoys wide support from congress. The 

government needed a three-fifths majority to approve the bill. With 

only 69 of the 81 senators present at the time of the vote, Temer 

managed to get 4 votes more than needed. The new regime 

excludes unpredictable and urgent expenses, the capitalization of 

state companies, expenses related to elections and constitutional 

transfers from the federal government to states and cities. 

 

Government advances with pension-reform 

In December, the government sent congress a proposal to reform 

Brazil’s pension system. Stressing that the current spending on 

pension benefits is unsustainable, President Temer aims to set the 

minimum age of retirement at 65 years. Today, Brazilians work, on 

average, until the age of 54 and social security makes up about 40% 

of government spending, before debt payments. Workers who have 

already turned 50 will face a softer transition. The government also 

aims to change the formula to calculate the benefit. According to 

the finance ministry, if the reform gets approved by congress, the 

government will save BRL 45.9bn in the first 3 years, an amount that 

will rise to BRL 678.3bn by 2027. 

 

Temer announces measures to boost growth 

President Temer has announced a set of measures intended to 

reduce red tape and boost productivity, including a new BRL 13bn 

credit line from the state development bank to small businesses and 

the reduction of paperwork for hiring. Among other things, the 

government is also looking at measures to reduce the time it takes 

to get authorization for imports and exports and spur new-home 

purchasing. According to the Finance Minister, Henrique Meirelles, 

these measures aim to reduce the cost of doing business in Brazil. 

  

Central Bank cuts interest rates for the first time in 4 years 

With inflation at its lowest level in over two and a half years, in 

October, Brazil’s central bank began its first easing cycle in 4 years. 

After two cuts of 25bps in the third quarter of last year, the central 

bank, in a surprisingly aggressive move, slashed its benchmark 

interest rate (Selic) again in January by 75bp, to 13.00%. In a 

statement, the bank said inflation appears to be converging to the 

center of the target. After rising 10.67% in 2015, consumer prices 

ended last year with a 6.29% rise, inside the 2016 central bank’s 

target range of 4.5% +/- 2pp. Market consensus seems to be that the 

Selic interest rate could reach single digits by the end of this year.  
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  BRAZIL EXTRA 

 

 
FDI remains strong in Brazil 

 

 

 
Shell promotional model 

 

 

 
BIC invests in Brazil 

 Foreign direct investment remains strong 

Despite the recession over the last two years, Foreign Direct 

Investment in Brazil has remained strong, according to information 

from Valor and the Financial Times. FDI was BRL 78.8bn last year, 

up 6 per cent from 2015. For 2017, according to 15 security and 

consultancy firms surveyed by Valor, Foreign Direct Investment will 

amount to BRL 70bn, which should easily cover the country’s 

current-account deficit. The Central Bank seems to have more 

optimistic forecasts, expecting the Foreign Direct Investment to 

reach BRL 75bn this year. 

 

Brazil has a record trade surplus in 2016 

Brazil posted a USD 47.7bn trade surplus in 2016, in what represents 

the country’s biggest trade surplus in history, beating 2006’s record 

of USD 46.5bn. With lower domestic demand for goods amid the 

recession, imports into Brazil dropped by 20% in 2016, ending the 

year at USD 137.6bn, from USD 171.4bn in 2015. Exports, meanwhile, 

eased by the recovery of commodity prices, including iron ore and 

coffee, also experienced a small decline. In 2016, the country 

shipped abroad USD 185.2bn in goods and services, down from USD 

191.1bn in 2015. 

 

Shell to invest USD 2bn a year in Brazil 

Oil major Shell is planning to invest USD 10bn over the next five 

years in Brazil, according to the company’s executive vice president 

for deep water, Wael Sawan. According to Mr. Sawan, Shell’s assets 

in Brazil, which increased in number after the acquisition of BG, 

should produce 400,000 barrels of oil per day in the coming years. 

The company’s plan is, however, to increase its deep water 

production to 900,000 barrels per day by 2020. Foreign oil firms 

have been eyeing Brazil with renewed interest since Michel Temer 

took over. Seen as more market friendly than his predecessor, Mr. 

Temer has been pushing legislation to ease the restrictions on 

foreign investment in Brazilian oil fields. 

 

BIC to launch its third factory in Brazil 

France’s BIC, the world’s leading manufacturer of pens and lighters, 

will open its third plant in Brazil in March, according to Valor 

International. The new factory will produce shaving razors. The 

company is expected to double its investments in 2017 from last 

year, reaching 6% of its sales. Brazil is BIC’s largest market after the 

USA, having reached circa BRL 900m in sales in 2015. BIC’s chief 

executive in Brazil, Fernando Moller, expects the company’s 

revenues to repeat the double-digit growth they enjoyed last year. 
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Moby Self Storage facility in Rio 
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Self Storage: main players continue investing  

Equity International’s self storage operation in Brazil, GuardeAqui, 

announced this month a merger with Kipit, a self storage company 

controlled by the Brazilian private-equity firm Pátria Investimentos 

(Blackstone). Kipit’s 4 facilities (two of them still in development) 

will now be added to GuardeAqui’s portfolio. According to 

GuardeAqui’s CEO, Allan Paiotti, the company intends to remain 

aggressive in its acquisitions, since “prices are still falling”. MetroFit, 

another major player in the Brazilian market, which announced in 

July 2016 that Goldman Sachs would inject capital into its projects 

(commitment of BRL 600 million), ended last year with a portfolio 

of 3 facilities, with two of them in operation. In 2017, the company 

plans to grow its portfolio to 9 facilities, aiming to have 6 of them in 

operation. GoodStorage also has plans to keep expanding. For 

Fauze Antun, partner at Pátria Investimentos, the current macro 

scenario, with lower real estate prices, creates “an opportunity to 

grow”. 

 

Number of Shopping Malls grows 3.7% in 2016 

With the inauguration of 20 new shopping malls during 2016, Brazil 

now has 558 malls, which account for 15.2 million m2 of gross 

leasable area (GLA). The southwest region remains the most 

representative area, accounting for 53.8% of the country’s GLA. 

During the recession, many projects have been kept on the shelf, 

but according to Cushman & Wakefield, the sector should be the 

first to experience a post-crisis recovery, due to increasing 

consumer confidence and improved growth forecasts for the 

clothing and textiles sectors. The company foresees faster grow in 

2017 and 2018 than the 3.7% seen in 2016. 

 

Old hospital in São Paulo gets USD 1.5bn luxury face-lift 

Alexandre Allard, a French-American entrepreneur, is converting an 

old seven-acre hospital compound in São Paulo, which has been 

abandoned for 20 years, into a high-end hotel, residential and retail 

complex. Mr. Allard bought the property in 2011 for BRL 200m and 

plans to invest USD 1.5bn in the project, in partnership with a Hong 

Kong-based investor. The project, comprising 122 apartment suites 

and 150 hotel rooms, is being designed by Pritzker Prize-winning 

architect Jean Nouvel. The first 30 suites will be on sale next year, 

and the entire complex should open by early 2019. Prices for the 

suites will range from BRL 34,000 /m2 to BRL 39,000 /m2. Hotel 

rates will range from BRL 1,500 to BRL 6,000 per night. According 

to the WSJ, the hotel and residential suites will be managed by 

Rosewood Hotels & Resorts, which operates the Carlyle in 

Manhattan and the Hôtel de Crillon in Paris. It will be Rosewood’s 

first operation in South America. 

Sources: Bloomberg, The Wall Street Journal, Reuters, Cushman & Wakefield, Infomoney, Valor International, Folha de S. Paulo, 

Valor Econômico, Agência Brasil, Exame and Brazilian Central Bank 
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  TEMER, THE PRODUCTIVE SPECIAL 

REPORT 

 

 
Michel Temer 

President of Brazil 

 

 
Fernando Henrique Cardoso 

Ex-President of Brazil (1995-2002) 

 

 
Luiz Inácio Lula da Silva 

Ex-President of Brazil (2003-2010) 
 
 
 

 Michel Temer’s presidency: 9 productive months 

In a recent article, Valor highlighted President Temer’s remarkable 

productivity in passing bills in congress. The newspaper said that in 

“the most turbulent year since the end of the military dictatorship”, 

“the Brazilian Congress set a fast pace of passage of matters of 

interest to the government”. Since Mr. Temer took office in May 

2016, he “celebrated the passage of six rules of relevant economic 

impact in Congress: two constitutional amendment proposals (PEC) 

- the spending cap and the DRU, which gives more flexibility to 

federal spending - and four bills”, according to the newspaper. Valor 

added that there were also 21 provisional measures (PMs). PMs are 

decrees that take effect since their issuance by the government, 

being then dependent on congress approval to become law, which 

is something that almost always occurs. The list of Temer’s PMs 

includes the “reform of high school and the one that frees funds 

from inactive accounts of the Workers’ Severance Fund (FGTS)”. 

 

Michel Temer vs previous presidents 

Valor says that the issuance of PMs “gives an objective comparison 

parameter of the high level of activity in the Temer administration”. 

Since Temer took over as interim president, “the government sent 

40 PMs to congress. In a similar period, he only loses to ex-

President Fernando Henrique Cardoso, who issued 48 in the first 

eight months of his first term. Ex-President Luiz Inácio Lula da Silva 

issued 22; Ms. Rousseff, 17”. In regard to changes to the constitution, 

in the same time period Ms. Rousseff approved 4, while Mr. Temer 

approved only 2, but according to Valor, Rousseff’s amendments to 

the constitution “had much less comprehensive impact than the 

spending cap and the DRU. They were about a career plan for 

community healthcare agents, introduction of food as a social right, 

the statute of the youth and authorization of divorce without 

judicial separation”. “Under Mr. Lula, in 2003, congress passed a 

relevant renewal of the Provisional Contribution over Financial 

Transactions (CPMF) and two other amendments of lesser impact. 

Under Mr. Cardoso, only one of the four amendments passed is 

comparable in depth and comprehensiveness: which was telecoms 

privatization”. 

 

Temer’s main achievements 

According to the same article, of all the laws that were passed so 

far, the one with “greatest repercussion was the PEC that capped 

government spending, a new fiscal regime that forbids the 

government from increasing its expenditures above inflation for the 

next 20 years. The other change in constitution was the PEC that 

extended the DRU provision through 2023. The DRU provision 

raises the limit of revenues that the government can use freely to 
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Brazil’s Congress 

Brasília - DF 

 

 
Pension reform is Temer’s 

next big target 

 

 
Fernando Abrucio 

Fundação Getulio Vargas 

30% from 20%, and the PEC extended the rule to states. Congress 

also passed the law that removes the obligation for Petrobras to 

participate in all pre-salt oil operations, the creation of the 

Investments Partnerships Program (PPI), a new regulatory 

framework for the power industry and the so-called Governance 

Law of State-owned Companies, with stricter criteria for 

appointment of directors and new transparency rules”. 

 

What comes next? 

Both houses of congress are also working on a group of other rules, 

seen as important by the government. The most important one is 

Social Security reform, which already passed the Senate’s 

Constitution and Justice Committee. The next step will be a debate 

at the Special Committee, which should take place in February, just 

after the end of the parliamentary recess. Three other bills have also 

got the senate’s approval and now await the vote at the lower 

house: “a new law for biddings and procurement, the new 

parameters for filling jobs at regulatory agencies and a new law with 

stricter governance rules for pension funds”. 

 

What makes Temer so productive? 

Valor talked to a group of market analysts in an effort to understand 

Temer’s success in getting bills approved in congress. For Antonio 

Augusto de Queiroz, researcher of the Inter-Union Department of 

Parliamentary Advisory (DIAP), the explanation is in the market-

friendly character of the approved measures. “Few times there has 

been in Brazil such a big pro-market convergence like the one we 

see today,” he says. “An orchestration of the three branches of 

power in the sense of implementing this agenda in which the big 

maestro is the market. It is the rescue of that pro-market agenda 

that was suspended for 13 years by the PT [Workers’ Party] 

administrations,” he says. In his assessment, there is a division of 

functions between the three branches to accomplish such task. “The 

executive handles the adjustment of fiscal issues, Congress acts on 

improving the business environment, and the judiciary takes 

decisions that are in tune with such mood”. Political scientist 

Fernando Abrucio, professor at Fundação Getulio Vargas (FGV) in 

São Paulo, also sees a strong relationship with Rousseff’s 

impeachment. “Since part of this political coalition committed to the 

impeachment, (…) they had to give an answer later. So things 

moved forward. And they had to respond above all because of the 

economic crisis,” he explains. According to Valor, his FGV colleague 

Marco Antônio Carvalho Teixeira, also a political scientist, agrees 

and recalls a symbolic episode in this sense: the speech by ad man 

Nizan Guanaes in the Economic and Social Development Council in 

November, in which he asked Mr. Temer to take advantage of his 

high disapproval rate to pass measures that other leaders would 

have difficulty advancing.  
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  PROLIFICO UPDATE 
 

 

 
 

 

  

 
Prolifico Group recently raised capital from a number of strategic 

investors.   

 

The firm is currently in talks with some global institutional 

investment managers, regarding the formation of strategic joint 

ventures in Brazil.  

 
 

  

 

 

 
 
 

 
 

 

  

 
Moby Self Storage, Prolifico’s majority-owned self storage operator, 

recently acquired its 5th asset at a significant discount to market 

value and continues to expand its platform. It is currently in talks 

with a number of larger investors to scale out the platform.   

 

http://mobystorage.com.br/ 

 

 
  

 

 
 

 
 

  
 

ZAK is in talks with a potential joint venture student housing 

partner. It has a pipeline of distressed assets in Sao Paulo and Rio, 

which are ready to be acquired and retrofitted into student housing 

facilities. 

 

 
  

 

 
 

 

  
 

Prolifico is currently negotiating a joint venture with an operating 

partner to roll out a platform of assets across Sao Paulo and Rio de 

Janeiro and aims to close its first transaction in Q2 this year. 
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KEY ECONOMIC DATA 

GDP Q3 2016 

(12 months) 
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1
 

13.00% 
Dollar  

variation YTD 
3
 

  -5.56%  GDP +0.48% +2.30% 

Inflation - IPCA 

January’17 
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5.35% 
British Pound 

1
 

Euro 
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R$ 3.82 

R$ 3.25 
Selic 9.50% 9.00% 
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Year to Date 
1
 

 +12.87% 
Unemployment 

(PNAD) Q4 2016 
12.0% US Dollar R$ 3.36 R$ 3.49 

IBOVESPA 

February’17 
1
 

+5.11% 
International 

Reserves 
1
 

US$ 374 

billion 
Inflation 4.47% 4.50% 
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2. 

3. 

4. 

as of February 15th 2017 

twelve month period 
variation of the price of 1 USD in BRL terms (as of February 15th 2017) 

projections for year-end, as of February 10th 2017, according to the focus bulletin of the Central Bank (median of market expectations) 

 

 

          
 

          
 

          
  
 Source: Brazilian Central Bank, IBGE, IPEA, Google Finance and Portal Brasil. (Data as of February 15th 2017 or the most recent available) 

  

 
Prolifico is an alternative real estate & private equity investment management firm in Brazil. The company invests in 

high yielding real estate backed business models that are resilient in all macroeconomic scenarios, such as self storage, 

student housing, senior living and data centres. http://www.prolifico.com.br/  

 
LEGAL DISCLAIMER: No representation or warranty, express or implied, is given by Prolifico, their respective advisers or any of their respective partners, directors or 
employees or any other person as to the accuracy or completeness of the contents of this overview. Neither this overview nor any of the information contained in it 
shall constitute an offer, invitation or inducement to purchase or acquire any shares or other assets. 


