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2018:  A BAD YEAR 
FOR THE MAIN 
STOCK MARKETS IN THE 
PLANET
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S&P 500 AND 10 YEARS 

TREASURY BONDS' 

YIELDS

Source: FED

2018 was a tough year for global stock markets. In the days before 
Christmas, the S&P 500 index, related to the biggest corporations 
listed both in the Nasdaq and in the Dow Jones in the U.S., 
registered a sharp fall. The days right after the holyday were 
marked by a recovery in the index, although quite below what 
would be necessary to re-establish the level observed in the end of 
November.
 

The negative results observed in stock markets have been 
suffering negative influences coming from macroeconomic and 
geopolitical factors. On the one hand, the normalisation  of the 
U.S.’s monetary policy, with the gradual increase in the basic 
interest rate, and the end of the quantitative easing policies in 
the main advanced economies represent an inflexion in the 
excess liquidity which characterised these economies after 
2008 and from which stock markets have largely benefited.
 

DECEMBER WAS NOT THE ONLY BEAR MOMENT OF 
THE YEAR FOR THE S&P 500. TAKING THE YEAR AS A 
WHOLE, THE INDEX FELL 7.2%. AND IT WAS NOT THE 
ONLY INDEX WITH A POOR PERFORMANCE IN 2018 

EITHER. THE SAME TREND WAS SEEN, FOR AN 
EXAMPLE, IN THE MAIN INDICES RELATED TO THE 

STOCK MARKET IN JAPAN (TOPIX), EUROPE 
(STOXX600), CHINA (SHANGHAI COMPOSITE) AND 

ENGLAND (FTSE 100). INDEED, ALL THE 
AFOREMENTIONED INDICES HAD A WORSE 
PERFORMANCE IN 2018 THAN THE S&P 500. 
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BESIDES THE IMPORTANT SHIFTS IN THE 
CONDUCTION OF MONETARY POLICY IN THE 

CENTRAL ECONOMIES AND THE DOMESTIC 
TURMOIL IN THE U.S, THE OVERALL OUTLOOK 

THROUGHOUT THE YEAR HAD AS HALLMARKS THE 
INCREASING TRADE TENSIONS BETWEEN THE U.S. 

AND CHINA, A SERIES OF INSTABILITIES IN THE 
EUROPEAN UNION AND A DOWNWARD REVISION 

IN GLOBAL GROWTH FORECASTS OF THE MAIN 
INTERNACIONAL ORGANIZATION AND 

INSTITUTIONS. ALL THIS PUT TOGETHER EXPLAINS 
BOTH THE BAD PERFORMANCE AND THE HIGH 
VOLATILITY OF STOCK MARKETS WORLDWIDE. 

S&P 500 AND IBOVESPA

Source: BM&F Bovespa, FED
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TheIbovespa, on the other hand, does not have anything to 

complain about 2018. Notwithstanding the sharp fall 

registered between May and June, the main index of the 

Brazilian stock market increased 11.9% in the year. 

 

It is a sure thing to say that the domestic stock market has not 

been showing a lot of correlation with the overall economic 

outlook in the country, who is still characterisedby a very 

sluggish recovery from the 2015-2016 crisis. Actually, the 

important stock market gains seem to be more related to the 

sharp decrease in the basic interest rate (Selic) since the end 

of 2016.

  
The year of 2019 should be characterisedby an overall 

economic outlook similar to the one observed in 2018, with 

global macroeconomic and geopolitical uncertainties and 

the normalization of monetary policies in the central 

economies feeding the high volatility and poor performance 

of the main stock markets in the country. 

 

With such an outlook, one cannot rule out the possibility 
of sharp falls in the Ibovespa, notwithstanding the positive 
influence coming from the historically low level of 
the Selicrate.
 

From the 2018 data, it is possible to observe that right after 
moments of considerable increase in the yields of U.S.’s 10 
years Treasury Bills, the S&P 500 fell. The only moment in 
which this negative relation did not hold was the period 
between mid-November and the end of the year, when both 
fell simultaneously. This was closely related to the increase in 
uncertainties regarding the future of the country’s monetary 
policy, mainly after the public disagreements between 
President Donald Trump and the chair of the FED, Jerome 
Powell.



COMMODITIES AND BRAZIL

Throughout 2018 international commodity markets were 
quite unstable and the year ended with a downward 
trend in all the main items of the Brazilian primary 
products export agenda.

 
The price of oil, iron ore and soybeans observed in the 
end of December were,  respectively, 21.6%, 2.9% and 
9.3% lower than those registered in the beginning of the 
year. All had expressive falls in the last month of the year, 
despite a certain recovery in the price of iron ore in the 
las days of the month. 
 
Nevertheless, the down ward variations before the 
beginning of the year did not have important 
consequences for the country’s exports. This is due to 
the fact that the average prices in 2018 were just 
slightly below the ones observed in the previous year 
when iron ore and soybeans are considered 
(US$69.4/dmt before US$70.5/dmt and 
US$9.34/Bushel before US$9.79/Bushel, respectively) 
and even above the ones registered in 2017 in the case 
of oil (US$71.8/barrel before US$54.7/barrel).
 
The high volatility in commodity prices in 2018 was 
closely related to global instabilities, mainly regarding 
uncertainties related to the trade conflict between the 
U.S. and China and the threat of an economic 
deceleration in the latter, who is the world’s biggest 
commodities importer.
 
Primary products compose an important share of the 
Brazilian export agenda and the evolution of 
international commodity prices in 2019 must be 
followed with attention. Among the three 
aforementioned items, which made 66.8% of the 
national export agenda of primary products 
accumulated from January 2018 to November 2018, 
the soybean seem to represent the lowest risk. 
Notwithstanding the lower international prices, the 
country is expected to benefit from the trade conflict 
between the U.S. and China, increasing its market 
share. In this sense, it is worth stating that the sharp 
reduction in China’s imports of the product in the year 
was mainly related to soybeans coming from the U.S.
 

The evolution of iron ore prices is going to depend on 
the Chinese economy. There is, there fore, the real 
possibility of a downward trend in such a product 
prices in 2019.
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BRAZIL'S MAIN COMMODITIES

Source: Banco  Mundial, Reuters
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BRENT OIL

(US$ PER BARREL)

Source:  ANP



Among the analysed products, the most 
intense fall in the end of 2018 was the one 
observed in oil prices. Since mid-October, the 
crude oil (Brent) saw its price fall all the way 
from US$86.29/barrel to US$52.20/barrel. 
This sharp decrease was the outcome of the 
imposition of sanctions on Iran’s exports by 
the U.S and, mainly, of the agreement 
between Russia and the OPEC set in middle 
of 2018 to relax the policies aimed at 
controlling the quantity produced, a 
coordination which had been in place since 
the beginning of 2017. Unless important 
shifts happen in terms of global production 
contraction, the price of oil is expected to 
remain close to the current level in 2019, 
notwithstanding important oscillations 
throughout the year.
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SOYBEAN

(US$ CENTS/BUSHEL)

Source:: World Bank
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IRON ORE  (US$/DMT)

 

Souce:  Reuters

IF THE INTERNATIONAL COMMODITY 
MARKET TRENDS ARE NOT, IN 

PRINCIPLE, THREATENING TO BRAZIL, 
THEY ARE NOT POSITIVE EITHER . THE 

NATIONAL ECONOMY WILL NOT BE ABLE 
TO COUNT ON EXTERNAL FACTORS TO 

FOSTER ECONOMIC GROWTH AS IN 
2017, WHEN IF IT WAS NOT FOR THE 

INCREASE IN EXPORTS GDP GEOWTH 
WOULD HAVE BEEN EVEN MORE 

DISAPPOINTING. AT THE SAME TIME , 
THE NEW LEVEL OF OIL PRICES, IF 

SUSTAINED WILL NOT CONTRIBUTE AS 
MUCH TO THE PACE OF RECOVERY OF 

PETROBRAS.



STILL THE CRISIS: AFTER ALMOST 
4 YEARS, COMMERCE, SERVICES AND INDUSTRY 
WALKIN CIRCLES
One more year is gone without any sign of a stronger 
recovery after the sharp crisis that hit Brazil in 2015-2016. It 
is well known that the crisis reduced importantly the 
economic activity and increased dramatically the 
unemployment in the country. Unfortunately, ill-conceived 
economic policies and the absolute political instability 
which characterisedthe domestic outlook since the beginning 
of 2015 did not contribute to a more substantial recovery.
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COMMERCE, SERVICES AND INDUSTRIAL PRODUCTION 

-  INDICES WITH SEASONAL ADJUSTMENT 

(DEC/2014=100)

Source: IBGE
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THE DATE MAKES IT CLEAR THAT 
DESPITE THE UPWARD TRAJECTORY 
THESE INDICES HAVE EXPERIENCED 
SINCE THE END 2016, THE PACE OF 
SUCH A RECOVERY HAS BEEN VERY 

SLUGGISH. THE CONSEQUENCE IS THAT 
ALL THE AFOREMENTIONED SECTORS 

REMAIN IN LEVELS CONSIDERABLY 
BELOW THE ONES OBSERVED BEFORE 

THE CRISIS. 

It does not come exactly as a surprise that we have reached 
the end of 2018, almost four years after the crisis openly 
showed its face, without much to celebrate. In October, last 
month with available data, the commerce, the services and 
the industrial production registered, respectively, 
contraction of 0.4% and increases of 0.2% and 0.2% before 
the previous month for seasonally adjusted data. When 
compared with the same month of the previous year, the 
volume of commerce increased by 1.9%, the one related to 
services 1.5% and the industrial production 1.1%.

Before the smallest values of the recent time series, 
registered in the end of 2016, commerce and the industrial 
production have shown some improvement, both being 
currently 5.4% above the level of October 2016.
 

 Taking into account the long time spam – two years – and 
the extremely low level production and commerce 
reached due to the crisis, the expansion pace observed is 
just not enough. Notwithstanding the unsatisfactory 
nature of the results of both sectors, they are still positive 
when compared to the service sector whose level remains 
practically identical to the one prevailing in the end of 
2016, with an expansion of only 0.2%..
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COMMERCE, SERVICES AND INDUSTRIAL PRODUCTION

(VARIATION BEFORE SELECTED PERIODS)

TAKING THE MONTH OF DECEMBER 2014 
AS THE BASIS COM COMPARISON, THE 

SLUGGISHNESS OF THE POST-CRISIS 
RECOVERY JUMPS TO THE EYE. THE 

VOLUME OF SALES IN THE COMMERCE 
REMAINS 6.8% BELOW THE LEVEL 

OBSERVED ALMOST FOUR YEARS AGO, 
WHILST THE VOLUME OF SERVICES AND 

THE INDUSTRIAL PRODUCTION ARE, 
RESPECTIVELY, 9.7% AND 7.7% LOWER 
THAN THOSE OBSERVED BEFORE THE 

CRISIS.

Source: IBGE

After a lot of water under the bridge, the crisis and its 
aftermath (in the form of a postponed recovery) seem 
to have become the natural estate of the Brazilian 
economy. It is mandatory to break the vicious cycle of 
uncertainty, low level of investments and slim 
growth. The hope is that this will be done as soon as 
possible.



NEW GOVERNMENT, MINISTRIES AND INFRASTRUCTURE
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There is still a lot of uncertainty regarding the details of the 
ministerial organization of the future government. In what 
concerns economics, what is already known is that the 
former ministries of Finance, Planning and Development 
will be merged in the new Ministry of Economy, which will 
be placed under Paulo Guedes. There is no doubt that the 
functioning of the new super-ministry will be central for 
defining the next steps of the national economy.
 
When the subject is infrastructure, though, attention is 
directed towards other ministries. The new Ministry of 
Infrastructure should inherit the former Ministry of 
Transports, with governance over issues related to ports, 
land transports and civil aviation. It will be headed 
by Tarcísio Gomes de Freitas, former director of the 
National Department of Transport Infrastructure 
(DepartamentoNacional de Infraestruturade Transportes– 
DNIT) and current secretary of coordination of projects 
under the Investment Partnership Program (Programa 
de Parcerias de Investimentos– PPI).
 
The also new Ministry of Regional Development in 
incorporate the former Ministry of Cities and Ministry of 
National Integration. It will be responsible, therefore, for 
housing policies, including the Program My House My Life 
(Programa Minha Casa Minha Vida), and for the transfer of 
resources to municipalities linked to partnerships regarding 
urban construction projects, such as paving streets, building 
bridges and passenger terminals, and basic sanitation. 
Projects related to hydric infrastructure, including drought-
fighting initiatives, will also be the Ministry of Regional 
Development’s responsibilities.
 
Some of the main policies of the new government regarding 
infrastructure should be planed and put into force by the 
Investment Partnership Program, which is expected to 
remain linked to the Republic General Secretary. It will be 
responsible for the main public bids and privatization 
initiatives. It is already known that several infrastructure 
concession projects are ready to be tendered in areas such as 
highways, railways, airports and ports, some of which are 
projects that were pending approval by the Federal Audit 
Court and other control bodies.

 

SPECIAL COMPANIES

 In this way, an important resumption is expected for the 
infrastructure sector, however, still below that needed to leverage 
the growth of the Brazilian economy.
 

It is worth mentioning the need to reduce the cost of capital to 
make investments in infrastructure feasible, since these are of 
long maturity and return, which puts pressure on the role of the 
BNDES in this government, considering the high importance of 
the bank to the financing of infrastructure in Brazil.

DISBURSEMENTSOF BNDES FOR INFRASTRUCTURE

 (BILLIONSOF R$)

Source: BNDES
Forecast Una Partners 
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