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Changes in financial regulation and the Brazilian 
economy: comments on 'The evolution of financial 

regulation before and after the crisis'



2 In fact, Brazil, as other emerging countries, was one of the economies that received large amount of foreign 
investment in the second half of the 1990s, even after the Asian and Russian crisis. During the privatization period 
(second half of the 1990s), foreign investment went mostly to services industries such as telecommunications, electric 
energy, and financial services. After 2005 foreign capital went most to agriculture and mining sectors, due to the 
export boom. See Laplane and Sarti (2002) and Laplane et al (2001).
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1  It is worth noting that Brazilian economic authorities misjudged the gravity of the financial crisis in USA and the 
Brazilian Monetary Committee of the Brazil’s Central Bank, differently of most central banks in the world, kept 
unchanged the SELIC in 13.75 per cent per year between September 2008 and December 2008, despite the sharp 
drop of commodity prices and strong downturn in the Brazilian monthly manufacturing production (Nassif, 2011).
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Figure 1: End of period position of foreign investment in highly liquid assets 
and the level of International Reserves - (US$ million) - 2001-June 2013

Source: Brazilian Central Bank.

7 See, for instance, Carvalho, 2009, and Cruz and Walters, 2008.
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3 Several authors interpret that the formation of interest rate in Brazil is based on a 'convention'. Bresser-Pereira and 
Nakano (2002, p. 169) for instance, state that , "After the persistent maintenance of interest rates at very high level, it is 
natural that there is a fear of reduction and so that level becomes a convention in the Keynesian sense of the term, and 
also a trap. Therefore, there will not be easy to escape the perverse equilibrium of the interest rate that we got ourselves 
into many years ago".
4  About this, see Nassif et al, 2011.
5  About this, see Feijo and Lamonica, 2012.
6  For  a  discussion about indicators to identify vulnerabilities in the external sectors of emerging economies, see 
Araujo et al, 2013.
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As mentioned before, a 'new era' of sustainable growth for developed and 
developing economies will emerge when trust in future expectations will be rebuilt. 
However, the slow pace of international reforms in the direction of establishing a more 
cooperative environment among central bankers and other multilateral financial 
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institutions and the still timid initiatives to establish control over capital flow 
suggest that we may not have seen all the negative economic consequences of the 
long period of de-regulation of the 'contemporary era' yet. The relevance of the 
contribution of the paper by Carlo Panico, Antonio Pinto, Martín Puchet Anyul 
and Marta Vazquez Suarez, in line with Minsky's recommendation, stands to show 
that, since the inadequate performance of the economic and social order becomes 
evident, the time for a 'thorough-going institutional reform.... has arrived' 
(Minsky, 1986, p. 8).

References



Laplane, M. F., Sarti, F., Hiratuka, C., Sabbatini, R.  El caso brasileño. In 
Chudnovsky. D. (editor) El boom de las inversiones extranjeras directas en el 
MERCOSUR. Buenos Aires: Siglo XXI, 2001.

Minsky, H. Stabilizing an unstable economy, New York, MacGraw-Hill, 1986.

Nassif, A. Overcoming the 'impossible trinity': towards a mix of macroeconomic 
policy instruments for sustaining economic development in Brazil, Brazilian Journal 
of Political Economy, vol. 31, no. 5, 2011.

Nassif, A, Feijó, C and Araújo, E. “The long-term “Optimal” Real Exchange Rate 
and the Currency Overvaluation Trend in Open Emerging Economies: The case of 
Brazil”. UNCTAD Discussion Papers nº 206. Geneva: United Nations. December 
2011, available in http://www.unctad.org 

Revista Econômica - Niterói, v.15, n. 1, p. 55-61 junho 2013 

Carmem Aparecida Feijo, Marcos Tostes Lamonica - 61

Aizenman, J, Chinn, Menzie D., and Ito, H. Surfing the Waves of Globalization: 
Asia and Financial Globalization in the Context of the Trilemma, La Follette 
Working Papers Series 2010-009. Robert M. La Follette School of Public Affairs. 
The University of Wisconsin-Madison, 2010.

Araujo, E C; Araujo, M. S and Bruno, M. A. P. External Vulnerability and Financial 
Fragility in BRICS Countries:Non-Conventional Indicators for a Comparative 
Analysis, Transnational Corporations Review, vol. 5, no. 3  September, 2013.

Bresser-Pereira, L C and Nakano, Y. Uma estratégia de desenvolvimento com 
estabilidade, Brazilian Journal of Political Economy, vol. 22, no. 3, jul-set- 2002.

Carvalho, F J C de. The accumulation of international reserves as a defensive 
strategy: reasons and limitations of self 'insurance',  in J. Stiglitz, S. Griffith-Jones 
and J A Ocampo (eds.), Financial Markets Reform, Oxford University Press, NY, 
2009.

Cruz, M. and Walters, B. Is the accumulation of international reserves good for 
development?, Cambridge Journal of Economics, vol. 32, p. 665-681, 2008

Erber, F S The Brazilian Development in the Nineties: myths, circles and structures. 
Nova Economia (UFMG), vol. 12, no.1, 2002.

Feijo, C A and Lamonica, M T. The importance of manufacturing sector for 
Brazilian economic development, Cepal Review, no. 107, August, 2012.  

Laplane, M. F., Sarti, F. O investimento direto estrangeiro e a internacionalização da 
economia brasileira nos anos 90. Economia e Sociedade, v.11, n.1 (18), p. 129-164, 
jan./jun, 2002.

Revista Econômica - Niterói, v.15, n. 1, p. 55-61 junho 2013 

- Changes in financial regulation and the Brazilian economy60 

institutions and the still timid initiatives to establish control over capital flow 
suggest that we may not have seen all the negative economic consequences of the 
long period of de-regulation of the 'contemporary era' yet. The relevance of the 
contribution of the paper by Carlo Panico, Antonio Pinto, Martín Puchet Anyul 
and Marta Vazquez Suarez, in line with Minsky's recommendation, stands to show 
that, since the inadequate performance of the economic and social order becomes 
evident, the time for a 'thorough-going institutional reform.... has arrived' 
(Minsky, 1986, p. 8).

References


