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I - Introduction

Until late August, most economists were forecasting that the real
Gross Domestic Product would increase between 3.9 and 4.2 % in 2000
and something around 4.5 until 5 %. The economic outlook for Brazil
seemed to be the most favorable since the late 1997, boosted by the revival
of the promises of the reforms, the inflation under control, the declining
interest rate, the fiscal adjustment and the signs of new investments.
Suddenly, the Argentina crisis, the run-up in oil prices, the higher interest
rate expectations for the United States, the bad results in the trade balance
and the slowdown in the world economy growth have changed the society’s
mood into a pessimistic outlook. From an expected expansion of 4.5-5 % in
2001, the most recent forecasts of GDP have fallen to a rate not higher than
4 %, and the less optimistic analysts are prone to announce a growth lower
than that of 2000. But no matter the numbers, all forecasters blame the
external scenario for the problems. It is important to note that the Federal
Budget for 2001 has assumed a real GDP increase of 4.5 % and a lower
rate means an lower tax revenue.

No doubt, the external environment affects the Brazilian economy,
for the best but also for the worse. However the question is the relative role
of the adverse external factors to the slowing down of the domestic activity.
Is there a chance that quantitative domestic factors that were previously
signaling a lower growth or the external variables — not completely
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