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• Brazil’s GDP decreased by 1.5% QoQ and 0.3% YoY in 1Q20, slightly below our estimate and in

line with market consensus.

• The result only partially reflects social distancing measures, which started being implemented

in the second half of March in most Brazilian states.

• As expected, the sectors that affected the most the result were the ones where activities were

completely interrupted by the measures. This can be observed in Other Services (which

include restaurants, hotels and business segments) that decreased by -4.6% QoQ

representing the largest contribution to the overall result. The main positive highlight, on the

other hand, was Agriculture, that expanded by 0.6% Q/Q.

• On the demand side, the main negative highlight was Household Consumption, which

decreased by -2.0% QoQ. This category had been contributing positively to economic output in

the last three years, but this quarter’s disappointing result illustrates the size of the recession

that may happen in the coming quarters. The positive highlight was gross fixed capital, that

expanded by 3.1% QoQ, which may not be observed in the next quarters of 2020, since

investment decisions will likely be postponed to the post-pandemic.

• The features of the crisis caused by COVID-19 is different from the ones seen in recent

recessions in Brazil and worldwide. On normal circumstances, one of the main drivers of

economic recovery would be business and consumer confidence. However, the interannual

changes in GDP already indicate that this won’t be the case at least for 2020. Based on the

indicators available so far, we maintain our 2Q20 GDP forecast at -15.0% YoY.

• For now, we maintain our GDP growth forecast at -6% for 2020 and +2.5% for 2021.
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Weight/GDP Sector YoY QoQ
GDP -0.3% -1.5%

4.4% Agriculture 1.9% 0.6%
17.9% Industry -0.1% -1.4%
2.6% Mining 4.8% -3.2%
9.4% Manufacturing -0.8% -1.4%
3.2% Construction -1.0% -2.4%
2.7% Utilities -1.8% -0.1%

63.3% Services -0.5% -1.6%
11.7% Wholesale and retail trade 0.4% -0.8%
3.7% Transport., warehousing and mail services -1.6% -2.4%
2.9% Information 1.3% -1.9%
5.9% Finance and insurance 2.0% -0.1%
15.1% Other services, except government -3.4% -4.6%
8.5% Real estate, rental, and leasing 1.6% 0.4%
15.4% Educ. services, health care, and social assist. -0.4% -0.5%
14.4% Taxes -0.4% -

Household consumption -0.7% -2.0%
Government 0.0% 0.2%
Gross Fixed Capital Formation 4.3% 3.1%
Exports -2.2% -0.9%
Imports 5.1% 2.8%
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This material was prepared by XP Investimentos CCTVM S.A. (“XP Investimentos” or “Company”) and should not be considered as a research material for the purposes of 
article 1° of CVM Instruction 598/2018. All opinions, projections and estimates constitute the judgment of the author as of the date of transmission and these, plus any 
other information contained herein, are subject to change without prior notice. The Company does not support or oppose any political parties, political campaigns, 
candidates,or public officials. Furthermore, XP Investimentos is not permitted to give corporate funds, property or other resources to political parties or candidates and 
will not reimburse any shareholders, directors, officers, employees, and licensors for such contributions or expenditures. XP Investimentos and its affiliates, parents, 
shareholders, directors, officers, employees, and licensors will not be liable (individually, jointly, or severally) to you or any other person as a result of your access, 
reception, or use of the information contained in this communication. 
Past performance is no guarantee of future results. Therefore, nothing in this report constitutes a representation that any investment strategy or recommendation 
contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. This report is published solely 
for information purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial 
instruments. This material (including any attachments) is confidential, may contain proprietary or privileged information and is intended for the named recipient(s) only.
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