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BRASILIA (Reuters) - They were the big winners in
Brazil's economic boom: nearly 40 million people
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h
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Dilma Rousseff, some of Brazil's major companies,
and an economy that has in recent years been one
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While it inherited the problems, Rousseff's
government has struggled to limit the fallout — and has arguably made some of them worse.

"If we don't watch out, a worsening of the intemational scenario can cause a setback," said Strategic
Affairs Minister Wellington Moreira Franco, who is charged with coordinating long-term planning. PHOTO GALLERIES
"What we want is a type of brake to prevent these Brazilians from falling back into poverty."
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that budget splurge — including inflation that
now sits at about 7.3 percent on an annual
basis, well above-target.

Any erosion of the gains in Brazil's fight
against poverty would weaken Rousseff's
political base, and her response may determine her chances for re-election in 2014.

Buy a link here

It would also hit Brazilian and multinational companies. For example, car manufacturers such as
Hyundai <005380.KS> and Fiat <FIA.MI> came to depend on Brazil — now the world's No. 5 auto
market — in recent years to help fuel sales growth. At the first signs of a weakening market in Brazil,
Fiat shares slumped in August [ID:nLDE77HO9N].

Economic growth is expected to slow to at least half last year's 7.5 percent rate amid a menacing
global scenario.

MAKING ENDS MEET

Consumer debt defaults jumped 3 percent in August and are now up 29.2 percent from a year ago
[ID:nS1E78BOKR]. Credit demand is slowing from last year, in part because the central bank hiked
interest rates 175 basis points through August.

At the lower end of the "C" income category, which ranges from 1,200 to 5,174 reais ($656-$2,827)
per month, credit growth is half the national average.

Experts say most at risk are those who for the first time have disposable income to consume
beyond basic needs.

"People have been dazzled by the consumption craze; they need financial education,” says
Alessandra Ninis, who runs the "new middle class" project at the strategic affairs ministry.

So far, neither tighter monetary nor fiscal policy have been able to tame above-target inflation of 7.3
percent per year, which hits particularly lower-income households. The lack of structural reforms to
tackle price-indexed salaries and utility prices have compounded the problem.

"There are signs the emerging middle class is stagnating - that's bad news for Brazil. If it contracts,
it would be a disaster," says Professor Marcelo Neri, an expert on social mobility at the FGV
business school's Center for Social Palicies in Rio de Janeiro.

People say they are feeling the effects.

"The budget is getting tight. Food and clothing is going up and I've got those car payments," said
Edinaldo dos Santos, who works at a catering company in Brasilia. "Many of my neighbors are
struggling with debt."

If, as some economists forecast, economic growth slows more sharply in the short term and
unemployment begins to rise, the government may hawe to take aggressive measures to protect the
lower middle class.

"Right now they're looking more at trampoalines into the middle class but soon they may hawe to look
at parachutes for those falling out," said Neri.

Rousseff has already launched a micro-credit program designed to lower capital costs for small
entrepreneurs and a job training program designed to form future professionals who will continue to
fuel consumer demand.

Another measure the government is eyeing is a monthly stipend for employees receiving on-the-job
training and eaming up to 1,100 reais, the strategic affairs ministry said.

Rousseff also moved to liberalize the cable TV market, expand low-cost Intemet cowerage, and
improve private health care — all concems to Brazil's new upwardly mobile.

ELECTION INTERESTS

Roughly 55 percent of Brazil's population now belongs to the middle class, nearly the same amount
that was classified as poor when former President Luiz Inacio Lula da Silva took office in 2003.

Rousseff was Lula's hand-picked successor and it was his government's achievements in attacking
poverty that carried her to power in last year's election.

But Lula's high spending has forced Rousseff into austerity measures and they hawe hit her

popularity. Her disapproval ratings doubled in August, partly because of frustration over slow progress

in improving public senices [ID:nN1E7791S8].

"Demands on policy-makers have shifted; people care about more than just jobs and income," said
Christopher Garman, Latin America analyst with Eurasia Group consultancy in New York.

"The new public agenda is the quality of public senices and that's what's going to drive the next
elections."

Rousseff has recently shifted from poverty-eradication talk to a focus on middle-class issues. "When

people surge into the middle class, they demand quality public senices: education, health,
security," she said at a recent ceremony.

But with economic and political constraints, such as a tight budget and wolatile support for her
policies in Congress, it will be difficult in the short term for Rousseff to significantly improve long-
neglected public senices or boost the living standards of the new middle class.

"It's hard to see Rousseff's approval ratings not falling more in coming months," said Garman.

(Editing by Brian Winter and Kieran Murray)

N Y= W)
O E 42

armpg

Top 10 Job Cutters

[ G

Companies
Facebook Fans

HUFFPOST SOCIAL NEWS

FOLLOW US

EiE0

F@u

MOST POPULAR ON HUFFPOST 410f2)

Steve Jobs' Cause Of Death
Released
Bl Recommend 4 1K

Rihanna Talks Stage Sex And
Chris Brown

Bl Like

381

WATCH: Military Dad
Surprises Daughter At
Spelling Bee After She Spells
'Sergeant’

Bl Like

7K

AOL TV: 'Dancing With the
Stars' Week Four Elimination
(VIDEO)

Bl Like

171

Daily Finance: Weak
Economy Is a Boom Time for
Financial Scammers

E Like

396

Elton John There's a Global
War Against the Right of Gay
People to Live and Love. We
Need to Fight Back

Bl Like

3K

Born This Way: 15 Stories Of
Growing Up LGBTQ

Bl Like

5K

AOL TV: 'Dancing With the
Stars' Week Four: Ricki Gets
a Perfect 10 & Cher Cries
Over Chaz!

Bl Like

796

Daily Finance: Billionaire
Warren Buffett Earned
$62,855,038 in 2010

Bl Like

3K

DON'T MISS HUFFPOST BLOGGERS 410f5)

Kofi Annan
The Best Candidate for the
s

9. Toughest Job

W Lisa Ling

Today's Markets

co

Web2

nverted by Web2PDFConvert.com



http://www.huffingtonpost.com/2011/10/08/top-ten-job-cutters-to-benefit-overseas-tax-holiday_n_998787.html
http://www.huffingtonpost.com/2011/10/08/top-ten-job-cutters-to-benefit-overseas-tax-holiday_n_998787.html
http://www.huffingtonpost.com/2011/10/10/companies-with-the-most-facebook-fans_n_1003584.html
http://www.huffingtonpost.com/2011/10/10/companies-with-the-most-facebook-fans_n_1003584.html
http://www.huffingtonpost.com/social/
http://www.huffingtonpost.com/subscription/
http://www.huffingtonpost.com/syndication/
http://www.huffingtonpost.com/news/mostpopular
http://www.huffingtonpost.com/2011/10/10/steve-jobs-cause-of-death_n_1004020.html?ref=mostpopular
http://www.huffingtonpost.com/2011/10/10/steve-jobs-cause-of-death_n_1004020.html?ref=mostpopular
javascript:void(0);
http://www.huffingtonpost.com/2011/10/11/rihanna-esquires-sexiest-woman-stage-sex_n_1004715.html?ref=mostpopular
http://www.huffingtonpost.com/2011/10/11/rihanna-esquires-sexiest-woman-stage-sex_n_1004715.html?ref=mostpopular
javascript:void(0);
http://www.huffingtonpost.com/2011/10/11/iraq-war-veteren-surprise_n_1005192.html?ref=mostpopular
http://www.huffingtonpost.com/2011/10/11/iraq-war-veteren-surprise_n_1005192.html?ref=mostpopular
javascript:void(0);
http://www.aoltv.com/2011/10/12/dancing-with-the-stars-week-four-elimination/?ref=mostpopular
http://www.aoltv.com/2011/10/12/dancing-with-the-stars-week-four-elimination/?ref=mostpopular
javascript:void(0);
http://www.dailyfinance.com/2011/10/10/weak-economy-is-a-boom-time-for-financial-scammers/?ref=mostpopular
http://www.dailyfinance.com/2011/10/10/weak-economy-is-a-boom-time-for-financial-scammers/?ref=mostpopular
javascript:void(0);
http://www.huffingtonpost.com/elton-john/kaleidoscope-trust-gay-rights-_b_998856.html?ref=mostpopular
http://www.huffingtonpost.com/elton-john/kaleidoscope-trust-gay-rights-_b_998856.html?ref=mostpopular
javascript:void(0);
http://www.huffingtonpost.com/paul-v/born-this-way_b_1003991.html?ref=mostpopular
http://www.huffingtonpost.com/paul-v/born-this-way_b_1003991.html?ref=mostpopular
javascript:void(0);
http://www.aoltv.com/2011/10/10/dancing-with-the-stars-week-four/?ref=mostpopular
http://www.aoltv.com/2011/10/10/dancing-with-the-stars-week-four/?ref=mostpopular
javascript:void(0);
http://www.dailyfinance.com/2011/10/12/billionaire-warren-buffett-earned-62-855-038-in-2010/?ref=mostpopular
http://www.dailyfinance.com/2011/10/12/billionaire-warren-buffett-earned-62-855-038-in-2010/?ref=mostpopular
javascript:void(0);
http://www.huffingtonpost.com/kofi-annan/best-candidate-icc-prosecutor_b_1008810.html
http://www.huffingtonpost.com/kofi-annan/best-candidate-icc-prosecutor_b_1008810.html
http://www.huffingtonpost.com/lisa-ling/breast-cancer-prevention-_b_1004741.html
http://www.huffingtonpost.com/lisa-ling/breast-cancer-prevention-_b_1004741.html
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

FOLLOW HUFFPOST BUSINESS

CONTRIBUTE

ON TO THIS STORY

Facebook: [ Like /18K

Twitter: ﬁ

Enter Email Address

@ Send us a Link

GET ALERTS @ Contactus

() send Corrections &5 Senda Tip

@ Send Photos/Videos

i Comment

Subscribe to the HuffPost Money newsletter!

Sponsored Links

Truth About Annuities?
Don't BuyAnyAnnuity Until You Watch This Special Video Report!
SeniorAnnuityAlert.com

#1 Stock Pick: EMBA

#1 Cloud-based Tech Stock to own. Getin early now. Read more today
www.GreenGainers.comBVBA

53 Year Old Mom Looks 25

The Shocking Results of Her $4 Wrinkle Trick Has Botox Docs Worried
www LifestylesAlert.corMUST-SEE

Penny Stock Jumping 3000%
Join our 100% Free Newsletter & get Penny Stock Picks that jump high!
www.Aw esomePennyStocks.com

More in Business...

TOP VIDEO PICKS

O

Buy a link here
Filed by Reuters |

Warren Buffett's
Income Was
$62,855,038 Last
Year

Majority Of \ikram Pandit,
Americans Say
Theyre Aware Of... Occupy Wall

Street's...

Related Business Videos...

Citigroup CEO:

Florida AG Pam
Bondi Pressured By
Targets...

P
e poi i Al
s o
President Obama's Visit

to Brazil Creates
Disappointment

Fixing the Favelas of
Brazil

Pending Comments | Q

Comments 2

Post a Comment

Login or connect with:

HuffPost Social News

Female Presidential
Candidates in Brazil

i

View FAQ

More Login Options ¥

410f12)

Gov't probes failed solar
company Solyndra
PLAY VIDED B

Asian stocks in relief rally
PLAY VIDED B

' Markets rally despite grim
EU outlook

PLAY VIDED B

MOST DISCUSSED RIGHT NOW 410f2p

I Quarter Of Millionaires
Pay Lower Tax Rate Than
Some In Middle Class

Report: Goldman Tells
Staffers To Stay Away
From Protests

et}

How Much Warren Buffett
Made Last Year
B Like 72K

Nation's First Black
Billionaire Proposes Plan
to Reduce Black
Unemployment

B Like 42K

3 HOTONTWITTER """ 410f2p

rainnwilson
Sucks to be this guy:
hitp://t.co/SF581Jgz

Retweet

trevorproject
Never forget. RIP Matthew Shepard
1976-1998. It's been 13 years, but
your menory lives on.
http://t.co/lUOV7sqf

Retweet

Web2

converted by Web2PDFConvert.com



javascript:void(0);
http://twitter.com/HuffPostBiz
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://www.huffingtonpost.com/money/signup.html?source=bottom
http://www.huffingtonpost.com/business/
http://www.huffingtonpost.com/2011/10/12/majority-of-americans-aware-of-occupy-wall-street_n_1007644.html
http://www.huffingtonpost.com/2011/10/12/majority-of-americans-aware-of-occupy-wall-street_n_1007644.html
http://www.huffingtonpost.com/2011/10/12/warren-buffetts-income_n_1007516.html
http://www.huffingtonpost.com/2011/10/12/warren-buffetts-income_n_1007516.html
http://www.huffingtonpost.com/2011/10/12/vikram-pandit-citigroup-ceo-occupy-wall-street_n_1007297.html
http://www.huffingtonpost.com/2011/10/12/vikram-pandit-citigroup-ceo-occupy-wall-street_n_1007297.html
http://www.huffingtonpost.com/2011/10/12/florida-attorney-general-pam-bondi-investigation_n_996541.html
http://www.huffingtonpost.com/2011/10/12/florida-attorney-general-pam-bondi-investigation_n_996541.html
http://www.huffingtonpost.com/p/frequently-asked-question.html#moderation
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528996&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528996&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528996&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528974&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528974&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528974&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528990&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528990&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/newsinc/landing_page.html?vid=23528990&cid=504&freewheel=90057&sitesection=huffingtonpost
http://www.huffingtonpost.com/2011/10/13/report-quarter-of-million_n_1008599.html
http://www.huffingtonpost.com/2011/10/13/report-quarter-of-million_n_1008599.html
http://www.huffingtonpost.com/2011/10/13/goldman-sachs-employees-occupy-wall-street_n_1008698.html
http://www.huffingtonpost.com/2011/10/13/goldman-sachs-employees-occupy-wall-street_n_1008698.html
http://www.huffingtonpost.com/2011/10/12/warren-buffetts-income_n_1007516.html
http://www.huffingtonpost.com/2011/10/12/warren-buffetts-income_n_1007516.html
javascript:void(0);
http://www.huffingtonpost.com/2011/10/11/robert-johnson-bet-black-unemployment_n_1005260.html
http://www.huffingtonpost.com/2011/10/11/robert-johnson-bet-black-unemployment_n_1005260.html
javascript:void(0);
http://topsy.com/
http://twitter.com/rainnwilson
http://t.co/SF581Jgz
http://twitter.com/rainnwilson/status/124241668399570944
http://twitter.com/trevorproject
http://t.co/UW0v7sqf
http://twitter.com/trevorproject/status/124178369712635905
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

Sponsored Links

Truth About Annuities?
Don't BuyAnyAnnuity Until You Watch This Special
Video Report!
SeniorAnnuityAlert.com
. #1 Stock Pick: EMBA
To reply to a Comment: Qick "Reply” at the bottomof the #1 Cloud-based Tech Stock to own. Get in early now.
comment; after being approved your conmrent will appear directly Read more today
underneath the comment you replied to. www.GreenGainers.comBVBA
Share your Comment: 53 Year Old Mom Looks 25
[F] PosttoFacebook. [] [E) PosttoBlogger. O] |E] Postto Twitter, 0 The Shocking Results of Her $4 Wrinkle Trick Has
BotoxDocs Worried
Postto WordPress. [ ] £ Postto TypePad. (0 @ Postto Tumblr. O www LifestylesAlert.comMUST-SEE

Buy a link here

View All HUFFPOST'S BIGNEWS PAGES

= Recency | Popularity

YgorCoelho
0 Fans
Video Know-How Celebrity Skin

11:17 PM on 9/24/2011

The report also exaggerates a lot about the fall of Dilma's approval rate. There's no undeniable sign

they are falling down fast or especifically due to a supposed decay of part of the "new middle

class". Many experts have said in August that the approval rates were just "settling down" to a

reality level, since people tend to have their highest hopes for change and a new government during Sex Television Skin
the first months of a new President's job. Afterwards, approval rates tend to fall and then settle down

to more realistic terms.

Indeed, Dilmas Rousseff's approval rates are the highest ever in Brazil, even higher than Lula's when
he was first elected in 2003 and certainly much higher than Femando Henrique Cardoso's rates. In
strict numbers, according to CNT/Sensus in August, 49.3% of Brazilians considered the
goverment good or excellent; 37.1% considered it regular, so they don' really disapprowe it, but
also don't think it's quite the "real thing"; and only 9.3% consider Dilma's government bad or awful.
That hardly shows the people is "surging" against what they would perceive as a decadent

government. As for Dilma's work as a President, 70.2% of Brazilians approve her, while less than

1/4 (21.1%) disapprove her (the rest didn't answer or didn't have an opinion formed about her). And

pay attention: those are the "bad news" for Dilma Rousseff, because her approval rates in March

were tremendously high, even surpassing the ultrapopular President Lula.
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While I'd broadly agree with the idea that more and more risks are vsible in Brazil's road to being a
middle-class country, | think the report was focused mostly, if not only on the bad signs and
especially on the bad data that would confirm the authors' opinion. After all, if inflation has jumped
out of the target, it's been showing signs of slowing down since May or June, and both IMF and
Brazil's Central Bank think that it'll be at about 5.8% a year by the end of 2001, hardly a desperatel
y high inflation. Besides, according to the data from July and August, unemployment keeps going
down and is now at a record low 6.0%. Granted, the creation of jobs is now about 30% lower than
last year, but 2010 was an unusual year for Brazil with almost 3 million jobs created (this year we'll
have about 2 million new jobs). Besides, yesterday new data were published that indicated the
average income of Brazilians keeps growing and is now at a record high. The Gini index also kept
falling down last year. So, while there are some signs of overheatin in some measures, | don't think
the whole situation is already clear enough to allow us to say the "new middle class" is already
coming back to poverty.
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