The General Price Index

ed 17.8% in January
and 250.4% from Jan.85 1o
.86, The Wholeale Pie
Index was up by 19%, the
Corsumis Pce ndex 15.7%
and the National
onsiruction Pice Index
by 14%,

The Widened Consumer
Price Index was the highest
ever- 16.23% Thesixomonth
variation rate reached
+101.41% and the 12-month
(Feb.85-Feb.86) reached
+238.36%, both top rates
again.

The National Consumer

Price Index in January was
17.2%, the six-month rate was
100.4%, and the 12-month
one 237.4%, all of them top
rates.

The jobless rate in Decemby
was the lowest since 1982:
3.5%. Although December
usually displays the lowest
unemployment rates, this last
index is better than that of
Dec.34(4.8%); Dec.83 (5.6%)
and Dec.82 (4%).

Iacustrial production went
up by 815 from January to

November last year as against
the same period in 1984, It
was a consequence of the
development of the mining

and the transformation
industries.

Electrical energy increased by
10.2% in 1985 comparing
with the year before. This
figure was lower than the
12.2% previously recorded.

The last estimates concerning
the area of cultivated land
show shrinking on it again. In
Jact, the total cultivated

area with the main crops
shrank by 1.8%, comparing
the most recent estimates
with those of the end of last
vear.

Brazilian steel production
grew by 1135 in
Jan.-Dec.85. In December
alone the increase was
18.3% as against the same
period in 1984,

r iscal policy

The National Treasury
m/lu.m} Cr§134,464 billion
in 1985. It was up by 17.5%
inreal terms and surmounted
early budget forecast by

©r$52,148 billion.

Income tax collected net
852,904 billion last year,
when it was 32.8% above the
amounted collected a year
earlier, in real terms. This tax
was benefitted by the
economic resumption in the
last few months of the year,
which created thousands of
new jobs besides raising
salaries i real terms.

The second biggest share in

revenues was the tax on

industrialized products. Its
colccon of 313 178
llion represented 12.2% of

el ridats d expensied
30.1%.

The tax on financial
operations brought in
Cr$7,182 billion. This figure
shows a drop of 27.2% in
real terms as against the year
before, consequence of oil
imports being exempred from
this tax since Oct. 84,

Among the non-fiscal
revenues, the contributions to
Finsocial, PIN and Proterra,
welfare quotas and the
contribution to
education-wage made up
129% of the total National
Treasury s income.

&

Expallare sl uc
lion,

Jlmlu) ing a 6.1% drop in real
terms as compared with

the year before.

Financial resources to the
states and ciries through the
sharing funds totalled

CrS 21,057 billion (17.4% of
expenditure), rising by 49.4%
in real terms. This increase

s due 1o a larger participation
of these funds in the revenues
from the income tax and

the industrialized products
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Monetary policy

Attention to priority areas
such as those of agriculture,
export, foreign, and domestic
debts, pushed the money
supply up to Cr$101.3
willion at the end of last year.
On average terms, it got to
Gr$90.1 trillion, expanding
by 304.4% as against 69.3%
in 1982, 106.3% in 1953 and
178,35 in 1984, Considering
the variation rates of the
General Price Index, the
money supply grew by 20.7%
i real terms. This figure is
Jar superior to the earlier
estimated 8% growth of the
GNP over the same perio,
Among the My components,
the stock of paper-currency
in the hands of the public
increased by 280% (232.1% in
1984), demand deposits in
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commercial banks were up by
204% in Nov.35, by 42.9%

in Dec.85, and by 334.1%
over the year (1 87 m in
1984). In 1985 the balance of
paper-currency grew by

Cr$ 21 rillion, making up
84.3% of the balance of M,

in Dec.84. This is indeed the
highest ratio in the last few
vears. In 1982 the ratio

previous year "reached
@ 1983 22.1%, and

11984 627

The monetary base mounted
10 C8 52.8 rillion-on 31
Dec.85, expanding by 262.9%
as compared with 191.3%

in 1984,

Banco do Brasil's transactions
oxerted a net expanding
impact of Cr$20.8 trillion.

Among its loans laid out,
'39.5% of the total amount
went to agriculture, 10.5% to
floor prices and coffee
operations, 10.75 to Finex
transacions, 5.7% to trade
nd 23.4% to

v

other areas.
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Balance of payments

The overvaluation of the
Dsebo apuln.v me Us.
Dollar in 1

main /mrum

i) the small difference

‘and 9.6% in December);

i) the large difference among.
these percentages throughout
the year.

These oscilations are certainly
due to the frequent changes
in the exchange policy. The
relative stability in the first
three months of the year is
explained by the exchange
indexing rates having been
the same as the domestic
inflation rates in each month.

The new exchange policy of
March 15 stated that the
‘nominal devaluations of the
Quaciro inagiven month
would equal

inflation rate u[ She previous
three-month period. At the
same time there was a severe
which made

1w . Ths,
or March and Jure, he
exchange indexing rates
eflecting the past nflation
stayed above these months”
inflation rates, because these
were being held down by

the Inter-ministerial Council
u]h'nm ICIFI, Asa

consequence,
overvaluation nj‘lhe Cruzeiro
vis-dvis the U.S. currency
decreased from 12.2% in
March to 6.7% in April, 1.8%
in May, 0 (zero) in June and
~130% real apreciation in
Judy.

The Brazilian trade balance
displayed a USS12440
million surplus in 1985, as @
result of USS25,638 million
in exports and Usm,lvs
million in imports. T

surplus was slightly In[tm;r
1o that of 1984 — USS13,089
million —, but still very
promising.

At the end of 1985, the
ki of vt st
reached CrS 943,085 billion,
hawn(gmwn by 158%in

crecsed
by 2475, Monetry ses
22% and the
mm-rvmnnary by 15%, both
orms. Growth above
inflation had not happened
lue to the tight
monetary policy.

¥

Excluding the Monetary
u:hnmm *portfolio with
govern

0rS779,388 billion, showing
real increase of 14.7%.

Owing o the irong mnctry
expansion in 1985, 0

monetary assets pamdpmun
in total financial assets rose
from 10.7% in 1984 10 11.3%
in 1985,

Federal public debt reached
©r5402,733 billion, having

increased by 33.1% in 1985,
as against 9,6% in 1984, and
4% in 1983. The b

n[.vvmmlrs i the hands of
the public, i.c., excluding
ot with he Moneiary
hoities ves €r$239,036
ncreasin

in 1985 as agaist 68.3% in
1984, Thus the proportion of

compared.

o o 365 i 1983, These
rates display a tendency for
the Central Bank to absorb
fewer securities formerly
placed in the market.

Net withdrawal of federal
securities in 1985 was
56,851 billion, as
compared with (r$9,830
billion in 1984.

Nominal interest rates in the
free area of the market
tended to decrease as against
1984, however they were
sillin high levels,
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