
 

  

 

 
October 1st, 2010 

 

Emerging Markets

ELECTIONS IN BRAZIL 

Dilma Rousseff is the clear favourite and should be confirmed as the next president this 
Sunday, although most recent polls suggest that the chances of a second round between 
Lula´s candidate and Jose Serra increased. Continuity in economic policies is, in any 
case, widely expected. In case Dilma wins, the announcement in the coming months of 
positive measures regarding fiscal accounts and even economic reforms should not be 
seen as a surprise, although the tone of public policies should remain highly 
interventionist. 

 

• Most recent polls show Dilma remains as the clear favourite although she now 
has only slightly more than 50% of valid votes, which suggest the chances of a 
second round between Dilma and Serra on October 29

th
 are higher than some 

weeks ago and certainly non-negligible.  

•  In case Dilma confirms her favouritism and wins elections, we should see a 
smooth government transition in the next months. Current economic policies will, 
broadly speaking, remain unchanged.  

• In any case, the role in the future government of both the Central Bank’s current 
president Henrique Meirelles and the former Minister of Economy Antonio Palocci 
will be an indication of Dilma’s commitment with orthodox economic policies.  

• It is accurate to say that Dilma’s government will start in January but that main 
changes (especially the interventionism tone of public policies) were already 
implemented during the last years when Dilma’s role in Lula’s government 
increased constantly.  

• Elections for the Congress and regional governments will also be held this 
Sunday. The government coalition is expected to expand the number of seats in 
both the Senate (from 48 to 60 out 81 seats) and the Chamber of Deputies (from 
353 to 401 out of 513 seats), for the clear benefit of Dilma’s government.  

• Given the broad parliamentary support, we should not disregard the possibility of 
the inclusion of some economic reforms in the agenda in the beginning of next 
year (a process that could in fact start this year after elections).  

• In the same line, the announcement of some measures to improve fiscal accounts 
should not be seen as a surprise as the new government may be willing to show 
its commitment with fiscal soundness.  

• Immediately after Sunday’s elections, the current government could announce 
some measures (tax on foreign inflows, intervention of the SWF in FX markets…) 
to moderate the recent appreciation of the real and that could have been 
postponed to avoid any pre-elections turbulence.  

• Although it seems highly unlikely that Serra ends up winning presidential 
elections, he would probably adopt a more strict approach to fiscal policy 
(meaning a stricter control of public expenditures). At the same time he would 
likely favour more intervention in both monetary and exchange rate policies (to 
reduce interest rates and moderate the appreciation of the currency).  
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