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Brazil – Credit 
 

Fiscal and Credit Activism Working Against the Central Bank and in Favor of 
Excessive Indebtedness 

• What happens when fiscal stimulus and directed credit expansion are excessive? The answer: 
the monetary authority is forced to maintain excessively high interest rates to contain 
inflation, which worsens the financial situation of both households and firms. 
 

• This is what today’s credit data show. Household and corporate indebtedness is rising at a 
pace of 7% to 8% per year above inflation (Chart 1). Fiscal stimulus generates excess demand 
for goods and services, but also for credit. Moreover, the expansion of directed lending more 
than offsets the transmission of monetary policy through free-market credit within the 
financial system (Chart 2). 

 
• The problem is that this model is unsustainable. Financial tightening for both households and 

firms is already becoming a problem. The burden is reflected in both the stock and the cost of debt. 
 

• Total credit operations of the National Financial System reached BRL 7.1 trillion in February, up 9.5% 
year-over-year, with +7.4% for corporates and +11.2% for households. The non-performing loan (NPL) 
ratio of the overall credit portfolio rose 0.2 percentage points in the month to 4.3%, with increases 
of 0.2 p.p. for both corporate and household segments, reaching 2.6% and 5.2%, respectively. 

 
• Household indebtedness stood at 49.7% in January, stable in the month and up 1.1 p.p. over twelve 

months. The debt service ratio increased 0.1 p.p. in the month and 1.6 p.p. over twelve months, 
reaching 29.3% of disposable income. 

 
 

• Chart 1: Total Debt Outstanding (excluding 
external debt) – Firms and Households 

(YoY, constant prices) 

Chart 2: Stock of Free and Earmarked  
Credit to Firms 

(% YoY, nominal) 

  
Source: Brazilian Central Bank Source: Brazilian Central Bank 

8,0%

0,0%

2,0%

4,0%

6,0%

8,0%

10,0%

12,0%

14,0%

16,0%

Corporations

Families
0,9%

17,7%

0,0%

2,0%

4,0%

6,0%

8,0%

10,0%

12,0%

14,0%

16,0%

18,0%

20,0%
Earmarked

Free



 

2  Reaction |  PEZCO 
 

 

                                                                 Rua Bela Cintra, 1200   -   1º andar 
Cerqueira César   -   São Paulo | SP 

 

 

 

 
This report was prepared and published by the team of partners and consultants of Pezco Consultoria, Editora e Desenvolvimento 

Ltda (“Pezco Economics”), exclusively for its clients and partners. This document is intended to serve as a basis for discussion of 

elements of the economic and sectoral environment, through the compilation of information and the presentation of analyses and 

viewpoints. Every effort has been made to ensure the reliability of the information and its sources; however, the accuracy of such 

information or of the analyses derived therefrom cannot be guaranteed. All information contained herein that is characterized as a 

“projection” or “forecast” is based on elements and trends available at the time the analysis was produced, the underlying 

assumptions of which may change significantly over time. This document is not intended to offer or solicit the purchase or sale of 

any goods or services. Pezco Economics and the professionals who participated in the preparation of this report accept no 

responsibility for decisions taken on the basis of this document. Both Pezco Economics and the partners and consultants named in 

this report may hold positions in assets mentioned herein, and may be participating or may have participated in consulting or 

advisory projects related to the organizations mentioned. In such cases, the analyses presented disregard any non-public information 

protected by confidentiality agreements. This report may not be reproduced or redistributed, in whole or in part, for any purpose 

whatsoever, without the prior written consent of Pezco Economics. 


