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Os desembolsos do BNDES e de suas subsidiarias,
BNDESPAR e FINAME, totalizaram R$ 19 bilhdes em 1998,
0 que representou um crescimento de cerca de 6% em
comparagao com os do ano anterior. As aprovagoes de
financiamentos atingiram o valor total de R$ 23 bilhdes -
um aumento de 21% em relacdo a 1997. Foram aprovadas
43.057 operacdes de crédito, sendo que o maior nimero
ocorreu no ambito da linha FINAME, com 18.555
financiamentos, sequida pelo BNDES Automatico,

com 12.336.

resident

essage from the President

The Brazilian Development Bank (BNDES) and
its subsidiaries BNDESPAR and FINAME
disbursed a total of US$ 16.4 billion in 1998,
6% more than in 1997. The total of financing
approved was US$ 19.8 billion - an increase of
21% over 1997 — in 43,057 credit transactions.
Of these, the majority were in the FINAME line
(18,555 financings), followed by the BNDES
Automatic line (12,336 financings).
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Dois fatores mantiveram alta a demanda por
recursos do BNDES ao longo de todo o ano. Primeiro, a
transferéncia de atividades de infra-estrutura para a
iniciativa privada estimulou o aumento dos
investimentos no setor, que tinha até entdo demanda
fortemente reprimida. Segundo, a dificuldade
encontrada pelas empresas do pais no acesso a recursos
do mercado financeiro internacional - ocorrida com
maior intensidade no inicio e no fim de 1998 - levou
as companhias que vinham procurando tais mercados a
buscarem no BNDES recursos de longo prazo para
financiar seus investimentos. Esses dois fatores deverao
manter alta a demanda por recursos do Banco ao longo
de 1999.

0 retorno dos financiamentos concedidos nos anos
anteriores representou cerca de 58% do total dos
desembolsos de 1998. E significativo que o BNDES, em
seu 46° ano de atividades, venha mantendo esse
elevado nivel de recursos oriundos do reembolso de
aplicacdes passadas. As transferéncias liquidas do
Fundo de Amparo ao Trabalhador (FAT) representaram
6% do total liberado.0s recursos externos advindos de
emissdo de bonus, empréstimos internacionais e
organismos multilaterais representaram uma
participacdo pequena (9%) porém crescente no total
das aplicagoes do Banco.

0 aumento do giro dos ativos também proporcionou
geragdo de recursos adicionais. Varias antecipagoes de
recursos no ambito das privatizacdes estaduais
realizadas em 1997 retornaram ja em 1998,
aumentando o volume de recursos
disponiveis. A disponibilidade de recursos
aumentou ainda devido a intensificacao da
venda de acoes da carteira da BNDESPAR,
aproveitando a alta liquidez do mercado de

capitais no primeiro semestre de 1998.

Cerca de 90% dos desembolsos destinaram-se a
empreendimentos do setor privado, contra 77% em
1997. 0 recuo da participagao do setor piblico deve-se
a dois fatores: a ndo-realizacao, em 1998, de
antecipacoes de recursos no ambito do procésso
de privatizagio estadual e os limites estabelecidos
pelo governo federal para o apoio do BNDES ao
setor piblico.

Mais de metade (52%) dos desembolsos fpi realizada
por instituigdes financeiras credenciadas como
repassadoras dos recursos do BNDES. A maiof parte dos
desembolsos destinou-se a projetos dos setores de
infra-estrutura (R$ 8,1 bilhdes) e indastria
(R$ 7.6 bilhoes).

Além da influéncia positiva na gera¢io de emprego
e renda derivada de sua agdo financiadora normal, o
BNDES financiou investimentos de elevado impacto
social, no valor de R$ 1,627 bilhao, nos setores de
transporte coletivo de massa, saneamento ambiental,
salde, educagao e agricultura familiar. (S6 através do
Programa Nacional de Agricultura Familiar, o Pronaf,
foram apoiadas mais de 39 mil pessoas em tj»das as
regioes do pais, com desembolsos no valor total de
R$ 296 milhdes.) O Banco também apoiou agoes
sociais, isoladamente ou em conjunto com ONGs com
atuagdo na area de microcrédito, utilizando
mecanismos inovadores para financiamento a pequenos
empreendedores de baixa renda.

0 BNDES tinha, ao fim de 1998, uma carteira de

projetos com finalidade social especifica no valor
total de RS 2,8 bilhdes em investimentos, dos
quais um montante de R$ 1,4 bilhdo
correspondia a financiamentos do Banco,
aprovados ou em fase de analise tdcnica. Um
dado importante - e fato inovador|na esfera

de politicas sociais no Brasil - é que esses



Two factors
kept the demand
for BNDES
funding high
throughout the whole year.
First, the transfer of infrastructure
activities to the private sector stimulated an increase in
investments in infrastructure, which had previously
been severely contained. Secondly, Brazilian companies'
difficulty in access to funding from the international
financial market - which was most intense at the
beginning and at the end of 1998 - led them to seek
long-term financing for their investments from the
BNDES. We expect both factors to keep the demand for
BNDES funds high throughout 1999.

Repayment of financing given in previous years
made up 58% of the total amount disbursed in 1998. It
is significant that the BNDES, in its 46th year of
activity, continues to fund this high percentage of its
disbursements from repayment of past investments. Net
transfers from the Workers' Support Fund (FAT) in the
year were 6% of the total disbursed. Foreign funding
from bond issues, international loans and multilateral
organizations provided a small (9%) but growing
proportion of the BNDES's total disbursements.

Increased turnover of assets was also a source of
additional funds. Several advances made to States of
the Federation in 1997 against their revenue from
privatizations were repaid in 1998, increasing the
volume of funds available. Another source which
increased the availabili-t‘y of funds was the higher rate
of sale of shares from the BNDESPAR portfolio (taking
advantage of the high liquidity in the capital markets
in the first half of 1998).

Approximately 90% of the year's disbursements were

to the private sector, compared to 77% in 1997. The fall

in the percentage
disbursed to the
public sector
reflected two
factors: discontinuation of advances
to the states against their
privatization revenues, and the limits set by the federal
government for support by the BNDES to the

public sector.

More than half (52%) of the disbursements were
made through financial institutions accredited as
onlenders of BNDES funds. The majority of lending was
for projects in the infrastructure sector (US§ 7 billion)
and in industry (US$ 7.1 billion).

As well as the positive influence on creation of jobs
and income which derives from its routine financing
activities, the BNDES financed investments with
significant social impact, totaling US$ 1,402 billion, in
public transportation, environmental improvements,
health, education and family-based farming. Through
the National Program to Support Family-Based Farming
(Pronaf), more than 39,000 people were supported in
regions throughout the whole of the country, with total
disbursements of US$ 255 million. The Bank also
supported social action, either in isolation or in
conjunction with non-governmental organizations
(NGOs), working in the area of micro-credit, using
innovative mechanisms to finance small-scale
entrepreneurs with low income.

At the end of 1998, the BNDES had a portfolio of
projects with specific social aims totaling US$ 2.4
billion in investments, of which US$ 1.2 billion
corresponded to financings by the Bank either approved
or at the technical analysis stage. An important aspect
— and evidence of innovation in the sphere of social

policies in Brazil - is that these high amounts are
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valores de grande porte correspondem a
investimentos, e nao a verbas
orcamentérias do setor publico.

Do total de R$ 1,4 bilhdo, 94% compreendem
financiamentos reembolsaveis e 6% sao desembolsos no
ambito do Fundo Social, criado pelo BNDES com uma
parcela do seu lucro e destinado a aplicagdes
nio-reembolsaveis em segmentos especificos.

0 BNDES passou a administrar e operar o Fundo de
Garantia para a Promocao da Competitividade (FGPC),
que tem como finalidade complementar as garantias
exigidas nos financiamentos com recursos do Banco
que objetivem o fortalecimento da competitividade e a
produgdo de micro, pequenas e médias empresas.

Foram contratadas as primeiras operagdes de
financiamento no ambito do Programa de Modernizagao
das Administraces Tributarias Municipais (PMAT),
criado pelo BNDES para fortalecer a capacidade de
geragdo de receita propria dos municipios brasileiros a
partir da base potencial de receita tributaria
estabelecida em lei. No fim de 1998, a carteira de
projetos do PMAT chegava a R$ 150 milhoes,
abrangendo cerca de 50 municipios.

Em 1998 consolidou-se o BNDES-exim - o programa
de financiamento &s exportacdes que é o embrido do
futuro Eximbank brasileiro e cujos desembolsos
atingiram o montante de R$ 2,4 bilhdes, superando em
73% as liberagdes feitas em 1997.

Para o BNDES, na condi¢ao de 6rgao gestor do
Programa Nacional de Desestatizacao, o ano de 1998 foi
um marco importante, devido a venda das empresas do
Sistema Telebras, cujo controle foi transferido por
US$ 18,95 bilhoes. Foi também o ano de maior
arrecadagdo com operagoes de privatizagao -

US$ 37,5 bilhdes, considerando-se as privatizagoes

federais e estaduais.

0 ativo total do BNDES vem crescendo
significativamente nos altimos exercicios. Tal
crescimento deve-se ao aumento do volume|de
operacdes de financiamento, creditado & estabilizacao
da economia brasileira, e ao aumento da captacdo de
recursos de longo prazo por parte do Banco| De 31 de
dezembro de 1997 a 31 de dezembro de 1998 o ativo
total consolidado do BNDES passou de R$ 59,1 bilhdes
para R$ 80,8 bilhdes, enquanto a carteira de
financiamentos e repasses aumentou de R$ 40,5
bilhdes para R$ 56 bilhoes.

0 conjunto das agdes aqui resumidas Ietlgata 0
desempenho no ano passado. 0 resultado cgnsolidado
foi de R$ 810 milhdes. O retorno sobre o ativo chegou
a 1,37% ao ano e o retorno sobre o patrimdnio liquido
atingiu 7,76% ao ano. 0 BNDES pagou dividendos a
Unido no valor de R$ 781 milhdes, relativosi ao
exercicio de 1997. Recolheu ainda R$ 576 milhdes em
imposto de renda e para a Contribuicdo Social sobre o
Lucro Liquido, o que totaliza R$ 1,357 bilhdo em

recursos repassados a Unido.

(/a«/d,w A»uu,%

José Pio Borges



investments, rather than subventions in public-sector
budgets.

Of the total of US$ 1.2 billion, 94% were
reimbursable financings, and 6% were disbursements
under the Social Fund, which the BNDES created to be
funded from part of its profits, and which is destined to
non-repayable allocations to specific sectors.

The BNDES also began to manage and operate the
Guarantee Fund to Promote Competitiveness (FGPC), the
purpose of which is to complement guarantees
demanded in financings from BNDES funds which aim to
strengthen the competitiveness and production of
micro-scale, small- and medium-sized companies.

In the year, the first financings were given under the
Program to Modernize Municipal Tax Management
(PMAT), created by the BNDES to strengthen Brazilian
municipalities' capacity to generate their own revenue
from the potential bases of tax revenue established for
them in law. At the end of 1998 the total PMAT portfolio
was US$ 129 million, with loans to 50 municipalities.

In 1998 BNDES-exim - the export financing program
which is the embryo of the future Brazilian Eximbank -
was consolidated. A total of US$ 2.1 billion was lent
under this program, 73% more than in 1997.

For the BNDES, in its role as manager of the
National Privatization Program (PND), 1998 was an
important landmark, due to the sale of the Telebrds
companies, control of which was transferred <
for US$ 18.9 billion. It was also the year
with the highest total revenue from
privatization transactions —

US$ 37.5 billion, including both federal
and state-level privatizations.

The BNDES's total assets have

increased significantly in the last few

years. This has been due to the increase in the volume
of financing transactions, which in turn is due to the
stabilization of the Brazilian economy, and the increase
in volume of long-term funds raised by the Bank. From
December 31, 1997 to December 31, 1998 BNDES
increased its consolidated assets from US$ 50.9 billion
to US$ 69.6 billion, while the loan and onlending
portfolio increased from US$ 34.9 billion to

US$ 48 billion.

The joint result of the transactions summarized
above shows the performance of last year. The Bank
reported a consolidated profit of US$ 698 million,
Return on assets was 1.37% per annum, and return on
equity was 7.76% per annum. The BNDES paid US$ 673
million to the federal government in dividends for the
vear of 1997. It paid a further US$ 406 million in
income tax and the Social Contribution tax on net
profit, thus providing a total of US$ 1,169 billion in

funds passed to the federal government.

(/Ww A«mu%

José Pio Borges
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O BNDES experimentou em 1998 um crescimento

real! de 6% em seus desembolsos, em relacdo a
Cadeira brasileira em

i sl 1997, atingindo R$ 21,2 bilhoes, sendo

Barroco Joanino,

R$ 19 bilhdes em investimentos de longo e

primeira metade do

stosie XVIIL Musen médio prazos e R$§ 2,2 bilhdes em operacdes
Histérico Nacional,
Rio de Janeiro. no mercado secundario.

Activities

Brazilian chair in
rosewood and
upholstered in

Jabric. Barogue/

D, Jobr V style, firs Disbursement by the BNDES grew 6% in real terms! in

S Ky 1998, to US$ 18.3 billion. Of this total, US$ 16.4 billion was

century. National

Historical Museum in long - and medium-term investments, and US$ 1.9 billion
of the city of
Rio de Janeiro. in transactions in the secondary market.

1) A andlise do desempenho do BNDES realizada nesta secdo considera os dados a
pregos médios de 1998, usando-se como deflator o IGP-DI/FGV (Indice Geral de Pregos -
Disponibilidade Interna/Fundacgdo Getilio Vargas). Os valores em délares foram convertidos |

pela taxa de cdmbio média de 1998.

1) The analysis of the BNDES's performance in this section is based on average prices in
1998, using the IGP-DI index as deflator (the General Price Index — Internal Availability,
published by the Getilio Vargas Foundation). Amounts in dollars have been converted using

the average exchange rate for 1998.
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AMBIENTE MACROECONOMICO

Decorridos mais de quatro anos do inicio do Plano
Real, a expressiva reducao das taxas de inflagao
continuou, em 1998, sendo o resultado mais marcante
do plano de estabilizagao. Tendo como referéncia a
média do IGP, INPC e IPC-Fipe, observa-se que a
inflacdo acumulada em 12 meses situou-se em
0,8% em dezembro.

Nas contas externas, o desempenho das
exportacdes foi prejudicado pela combinacdo de dois
fatores: precos baixos, especialmente das commodities,
e colapso da demanda dos paises asiaticos. Ja as
importagdes apresentaram queda de 6,2%, em
comparagdo com 1997. Esse resultado decorreu,
principalmente, da redugao do nivel de atividade da
economia brasileira. 0 destaque de queda ficou com as
importagdes de combustiveis e lubrificantes (29,1%).

0 confronto entre as exportagdes e as importagdes
resultou em um déficit comercial de US$ 6,4 bilhdes,
abaixo dos US$ 8,4 bilhdes de 1997.

Apesar da melhora do resultado comercial, o déficit
em conta corrente como porcentagem do produto
interno bruto apresentou pequeno crescimento,
passando em 1998 para 4,5% do PIB - o equivalente a
US$ 35 bilhdes - contra os 4,2% de 1997 — que
corresponderam a US$ 33,4 bilhdes. Isso decorreu,
principalmente, do aumento do déficit na conta de
servigos, que refletiu, por sua vez, o crescimento das
despesas com juros e das remessas de lucros e
dividendos. 0 ingresso de capitais foi expressivo, com
os investimentos estrangeiros diretos liquidos
atingindo US$ 26,1 bilhdes, 23,4% dos quais referentes
a privatizacdes. Esse montante de investimentos
externos diretos contribuiu para o financiamento de

75% do déficit em transacoes correntes do ano.

COMECA A OPERAR 0 PROSOFT:
APOIO A EMPRESAS DE SOFTWARE

0 primeiro contrato de financiamento no dmbito

do Programa de Apoio ao Setor de Soft
(Prosoft), no valor de R$ 2 milhoes, foi
a Modulo Security Solutions, empresa que atua no

ramo de seguranca da informagao para redes como
Intranets. Com investimento total de R$ 5,8 milhdes,
a Modulo vai criar 120 empregos diretos durante a
execucao do projeto, com aumento superior a 100%
no namero atual de empregos.

0 Prosoft tem o objetivo de financiar
desenvolvimento de softwares por pequenas e médias
empresas do setor, visando aumentar a escala de
produgio e ampliar o mercado. A analise técnica dos
projetos é feita em parceria entre o BNDES e a
Sociedade Softex - entidade criada pela comunidade
de empresas e instituicoes, pablicas e privadas, do
setor. Uma inovagao & que o pagamento dos
financiamentos é feito sob a forma de amortizagao
do principal, com o acréscimo de um perdentual
sobre a receita adicional que a empresa tera ao se
expandir e ou se modernizar em decorréncia do
aporte de recursos do BNDES. A garantia do crédito é
a caugao de agdes da empresa.

Alguns servigos realizados pela Madulp: a

produgdo de programas para as eleigbes gerais de
1994 e as elei¢des municipais de 1996 (venceu
licitagdo internacional para a execucao desses
servigos); o programa de sequranga das eleicdes
gerais de 1998; o programa de seguranca da entrega
das declaragdes de imposto de renda via Internet em
1997 e 1998; e o projeto de segurang¢a da informacao
em rede da Casa da Moeda do Brasil.




MACROECONOMIC ENVIRONMENT

After more than four years since the introduction of
the Real, the significant reduction in inflation rates
continued to be the most marked result of the
stabilization plan in 1998. The average of the IGF, INPC
and IPC-Fipe inflation rates was 0.8% foi’ the 12 months
to the end of December.

In the external accounts, performance of exports
was prejudiced by a combination of factors: low prices,
especially of commodities, and the collapse of demand
from the Asian countries. Imports were 6.2% lower than
in 1997, primarily due to the fall in the level of
economic activity in the year. The greatest proportional
fall in imports was in fuels and lubricants (29.1%).

Brazil's net result of exports and imports was a
trade deficit of US$ 6.4 billion, lower than the 1997
deficit of US$ 8.4 billion.

In spite of the improved trade result, the current
account deficit grew slightly as a percentage of GDF,
from 4.2% in 1997 (US$ 33.4 billion) to 4.5% (US$ 35
billion) in 1998. This was primarily due to the increase
in the services account, which in turn reflected the
growth in interest expenses and remittances of profits
and dividends. There was strong capital inflow, with
foreign direct investment (FDI) totaling US$ 26.1 billion
- 23.4% of this total was in privatizations. FDI financed
75% of the current account deficit in the year.

At the close of the year Brazil's international
reserves were US$ 43.6 billion by the cash concept. The
fall in the reserves — which had reached their highest
point, US$ 74 billion, in April - began to be more
accentuated in September, and resulted from significant
capital outflow. This outflow was due, among other
factors, to the negative effects of the Russian

moratorium on availability of

PROSOFT PROGRAM TO SUPPORT SOFTWARE
COMPANIES BEGINS TO OPERATE

The BNDES signed its first financing contract under
the Program to Support the Software Sector (Prosoft),
in the amount of US$ 1.72 million, with Médulo
Security Solutions, a company providing information
security solutions for networks such as Intranets. With
a total investment of US$ 5 million, Mddulo will
directly create 120 jobs during execution of the project
- @ 100% increase on its present workforce.

The aim of Prosoft is to finance development of
softwares by small- and medium-sized companies in
the sector, with a view to increasing scale of
production and widening the market. Technical
analysis of projects is carried out in partnership
between the BNDES and Sociedade Softex, an
organization created by the community of public- and
private-sector software industry companies and
institutions. An innovative feature is that payment of
the financing is made in the form of amortization of
the principal, plus a percentage of the additional
revenue earned by the company's expansion and
modernization resulted from the use of the funds
provided by the BNDES. The security for the credit is a
deposit of shares in the company.

Services carried out by Modulo include: production
of programs for the 1994 general elections, and the
1996 municipal elections (as a result of winning an
international competitive bid); the security program
for the 1998 general elections; the security program

for delivery of income tax returns via the Internet in
1997 and 1998; and the information security project
for the network of the Brazilian Mint |
(Casa da Moeda do Brasil).
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AUTOGESTAO: TRES FINANCIAMENTOS PARA
EMPRESAS CRIADAS POR EX-EMPREGADOS

Dando inicio as operagdes do Programa de Apoio a
Projetos de Autogestdo de Empresas, o BNDES firmou
contratos de financiamento com trés empresas criadas
por ex-empregados de outras companhias: a Tecsel
Servicos de Eletricidade (crédito de R$ 500 mil),
situada no Rio de Janeiro; a Newmec S.A. (R$ 2,35
milhoes), de Contagem (MG); e a Bruscor (R$ 168
mil), de Brusque (SC).

Criada por 98 ex-empregados da Companhia de
Eletricidade do Rio de Janeiro (Cerj), a Tecsel é um
modelo de empresa de autogestdo surgida em
decorréncia de um processo de privatizagao. Ja tem
atualmente cerca de 180 cooperados e atua até em
outros estados, fazendo servigos de construgdo e
manutengdo de subestacoes de energia, redes de

As reservas internacionais do pais fecharam o ano
em um montante de US$ 43,6 bilhdes no conceito de
caixa. A reducao do nivel das reservas, que em abril
haviam chegado ao patamar mais alto, de
US$ 74 bilhdes, foi mais acentuada a partir de
setembro e derivou da significativa saida de capitais -
precipitada, por sua vez, entre outros fatores, pelos
efeitos negativos da moratéria russa sobre a
disponibilidade de crédito para as economias
emergentes - e da necessidade de grandes bancos
internacionais cobrirem perdas que tinham tido em
terceiros mercados, o que os obrigou a vender posi¢oes
em outras economias.

0 conjunto de medidas fiscais adotado no sequndo
semestre foi complementado pelo apoio financeiro

externo, através das instituigdes multilaterais e de um

distribuigdo e linhas de transmissao. A NGML!EC.
formada por ex-empregados do grupo Algar, fabrica
produtos de mecanica de precisao. Constituida na
forma de cooperativa, a Bruscor atua no ramo téxtil,
produzindo corddes e cadargos para as indistrias de
confecgdes e aviamentos, e pretende produzir
calcados e bolsas.
Com o novo programa, o BNDES apéia a associagao
de trabalhadores oriundos de empresas em processo

de desverticalizagdo ou de privatizagdo que adotem
estratégias de terceirizagdo. Esse apoio tem o objetivo
de viabilizar o aproveitamento da experiéndia desses
profissionais, de modo a assegurar sua permanéncia
no mercado de trabalho. Com o novo programa, o
BNDES procura estimular os empreendimentos de
autogestdo, por serem também uma forma de
democratizagdo do capital e dos resultados

das empresas.

conjunto de paises, no montante total de |
US$ 41,5 bilhdes. |
0 Brasil enfrenta dois importantes desafios a
retomada do crescimento: o aumento das ex‘portacées e
a expansao dos investimentos. A inser¢do competitiva
da economia brasileira, por meio do financiamento ao
comércio exterior, a reestruturagdo industrial e a
expansdo e modernizagao da infra-estrutur
econdmica, sera decisiva para permitir o acréscimo das
exportagdes e a reducdo do déficit em conta corrente.
A elevagdo do volume de investimentos e dl
exportagao permitira a retomada do cresci:rfnto ea
geragao de renda e emprego.
EVOLUGAO DO INVESTIMENTO E DAS EXPbRIA(;ﬁES
A taxa de investimento, medida a precos de 1980,
foi de 24% do PIB, em média, na década de 70, tendo



SELF-MANAGEMENT: THREE FINANCINGS FOR
COMPANIES CREATED BY FORMER EMPLOYEES

The BNDES's initial transactions under its Program
to Support Self-Management Projects were three
financing contracts with companies which had been
created by former employees of other companies:
Tecsel Servigos de Eletricidade, located in Rio de
Janeiro (credit of US$ 431,000); Newmec S.A., of
Contagem, Minas Gerais state (US$ 2.03 million); and
Bruseor, of Brusque, Santa Catarina state
(US$ 145,000).

Tecsel, created by 98 former employees of the Rio
de Janeiro electricity utility Cerj, is a model of a
self-management company, and emerged as a result of
privatization. It currently has 180 cooperative

members, and even operates in other states, providing

credit for emerging economies - and the need for large
international banks to cover losses they had suffered in
certain markets, obliging them to sell positions in other
economies.

The group of fiscal measures adopted in the second
half of the year was complemented by external financial
support, from the multilateral institutions and from a
group of countries, totaling US$ 41.5 billion.

Brazil faces one of the most important challenges to
a return to growth: to increase exports and expand
investments. Making the Brazilian economy competitive,
through financing of foreign trade, restructuring of
industry and the expansion and modernization of
economic infrastructure, will be decisive in making it
possible for exports to grow and the current account
deficit to be reduced. Increasing the volume of
investments and exports will enable growth to be

resumed, and income and jobs to be generated.

construction and maintenance services for electricity
substations, distribution networks and transmission
lines. Newmec, formed by former employees of th

™

Algar group, manufactures precision mechanical
products. Bruscor, also structured as a cooperative,
operates in textiles, producing cords and shoelacés for

s : v B L
companies in the clothing and accessories industries,

and plans to produce shoes and handbags.

With this new program, the BNDES supports #he
associations of former employees of companies ui*hich
are in the process of de-verticalization or privatization
and adopt strategies of outsourcing. This support aims
to assure that the experience of these professional
workforce remain in the job market. Another B ‘ES
aim in the program is to stimulate self-management
undertakings because they are a form of

democratization of companies' capital and results.

INVESTMENTS AND EXPORTS

The investment rate, measured at 1980 prices,
averaged 24% of GDP in the 1970s, falling, during the
so-called "lost decade" of the 80s and the beginning of
the 90s, to a minimum of 14% of GDP in 1992. From
then on, when the economy resumed growth, investment
grew more than GDP, and was 18% of GDP in 1998. The
resumption of investments in infrastructure, especially
in the privatized sectors, contributed to this recovery.

The BNDES, as a provider of medium- and long-term
funds, has contributed and continues to contribute to
the process of making investments possible both in the
productive sector and in infrastructure. In 1998, the
BNDES's total disbursements were US$ 18 billion (see
chart). This was the Bank's best performance since
1983, reflecting a more aggressive policy, caractherized

by greater diversification of financings.



MODERNIZACAO DA ARRECADAGAO TRIBUTARIA
MUNICIPAL: UMA CARTEIRA DE R$ 150 MILHOES

0 primeiro empréstimo realizado no dmbito do
Programa de Modernizagao das Administragoes
Tributrias Municipais (PMAT), no valor de
R$ 6,4 milhdes, foi concedido pelo BNDES a Prefeitura
de Manaus, que investira R$ 8,7 milhdes na execugdo
de um projeto de aprimoramento dos servigos de
arrecadagao de impostos e taxas municipais e na
melhoria do atendimento aos contribuintes.

0 PMAT ja aprovou outros nove financiamentos
com 0 mesmo objetivo, para as prefeituras de Belém,
Belo Horizonte, Curitiba, Fortaleza, Ipatinga, Rio de

caido durante a chamada "década perdida", a dos 80, e
no inicio da de 90, até um minimo de 14% do PIB em
1992. A partir dai, quando a economia voltou a
crescer, o investimento aumentou mais do que o
produto e, em 1998, atingiu 18% do PIB. Para essa
recuperagao, tem contribuido a retomada dos
investimentos na infra-estrutura, particularmente nos
setores privatizados.

0 BNDES, como provedor de recursos de médio e

longo prazos, vem contribuindo para a viabilizacao de

Desembolsos do BNDES a Precos Médios de 1998

( Em R$ Bilhoes)

21-
16 -
1=
6-

1

Janeiro, Teresina, Vitoria e Volta Redonda. No fim de
1998, a carteira de projetos ja atingia o valdr total de
cerca de R$ 150 milhdes, abrangendo 42 municipios,
que, em conjunto, respondem por mais de 55% de
todos os tributos municipais arrecadados no pais e
por um quarto da populagdo nacional.
0 PMAT promove investimentos no aumento da
eficiéncia fiscal do aparelho arrecadador do
municipios. 0 objetivo é viabilizar a elevacao dos
niveis de receita prépria dos municipios, assegurando
sua saide financeira. 0 programa constitui, assim,
NDES

para o processo de modernizagdo e reforma do Estado

mais uma iniciativa e uma contribui¢io do

brasileiro.

investimentos, seja no setor produtivo, seja na
infra-estrutura. Em 1998, os desembolsos atingiram
cerca de R$ 21 bilhdes (Grafico). Esse foi o melhor
desempenho do Banco desde 1983, refletindp uma

. - . : i
politica de crédito mais agressiva, caracterizada pela
maior diversificacao dos financiamentos.

|

A queda do investimento no setor de |

|
infra-estrutura, entdo sob controle estatal ap longo

w

dos anos 80 e inicio dos anos 90, teve efeito

bastante negativos sobre o investimento privado,
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FINANCING OF MODERNIZATION OF
MUNICIPALITIES' TAX COLLECTION:
A US$ 129 MILLION PORTFOLIO

The first loan made by the BNDES under its
Program to Modernize Municipal Tax Management
(PMAT), in the amount of US$ 5.5 million, was
extended to the municipality of Manaus, which will
invest US$ 7.5 million in a project to improve its
collection of taxes and municipal charges, and in
improved service to municipal taxpayers.

The PMAT has approved nine other financings with
the same purpose, for the municipalities of Belém,
Belo Horizonte, Curitiba, Fortaleza, Ipatinga, Rio de
Janeiro, Teresina, Vitdria and Volta Redonda. At the

The fall in investment in infrastructure during the
80s and the early 90s — which was then under state
control - had a strong negative effect on private-sector
investment, inhibiting enterprises and increasing the
cost of economic activity.

The BNDES has increased its financings in the area
of infrastructure, especially for projects by the private

sector, with the aim of increasing the supply and the

efficiency of services provided by the private sector, thus

end of 1998, the total value of the portfolio of p;rojects
was US$ 129 million, made up of contracts with 42
municipalities which together provide an aggreg Izte of
more than 55% of all taxes collected in the country,
and represent more than a quarter of Brazil's
population.

The PMAT program promotes investments in
improvement of the efficiency of municipalities' tax
collecting systems. The aim of the program is to;
increase the municipalities' own revenues, assuring its
financial health. Therefore, the PMAT program
constitutes one more initiative and contribution by the
BNDES to the process of modernization and reform of
the Brazilian State.

increasing the productivity of the economy.

In 1998 BNDES disbursements for infrastructure
were 16% higher than in 1997, and increased their
proportion of total disbursements from 35% in 1997 to
38% (Tables 1 and 2).

The disbursements directly related to financing of
investments grew substantially in real terms, to the
benefit both of economic infrastructure projects

(electricity, telecoms etc.), and also of projects

BNDES Disbursements at 1998 Average Prices

(US$ Billion)
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Tabela 1
Desembolsos do BNDES por Setor! a Precos Médios de 1998

Total do Sistema

Agropecuaria

Indistria Extrativa

Industria de Transformagéo
Comércio e Servigos
Infra-Estrutura?

Exportagao?

Operagdes no Mercado Secundario*

1998

2
1,3
03
52
9.8
8,1
2,4
2,2

1) Foi utilizada a Classificagdo Nacional de Atividades Econdmicas (CNAE).
2) 0 setor de infra-estrutura compéde-se de produgdo e distribui¢ao de eletricidade, gés e dqua; construgdo; e transporte, armazenagem e cominicages.

3) Financiamento & exportagdo (BNDES-exim).
4) Aquisi¢do de agdes em bolsas de valores (BNDESPAR).

Tabela 2

Desembolsos Reais para o Setor de Infra-Estrutura a Precos Médios de 1998

Investimentos em Infra-Estrutura
Investimentos em Infra-Estrutura Social!
Privatizagdo?

Total Infra-Estrutura

1) Investimentos com forte componente social, como, por exemplo, os do Proemprego Saneamento Ambiental

e Transporte Coletivo de Massa.

2) Financiamentos & aquisicao de empresas privatizadas e adiantamentos em apoio a privatizagdes estaduais.

inibindo empreendimentos e elevando os custos da
atividade econdmica.

0 BNDES tem aumentado seus financiamentos na

1998

4,6
0,8
2,7
8,1

area de infra-estrutura, principalmente para os projetos

conduzidos pela iniciativa privada, a fim de promover o

aumento da oferta e a eficiéncia dos seus servigos,
contribuindo, assim, para elevar a produtividade da
economia.

Em 1998, os desembolsos do BNDES para a
infra-estrutura tiveram um crescimento real de 16%,
em relagao ao ano anterior, tendo a sua participagao
no total dos desembolsos evoluido de 35% para 38%
(Tabelas 1 e 2).

0s desembolsos voltados diretamente para financiar

(Em|RS Bilhes)

1997 Var. (%)
19,9 6,9
1.4 -1,5
0,8 -64,0
5,0 4,1
10,1 -2,7
7.0 16,1
1,3 80,2
13 75,9

(Bnils Bilhdes)
1997 ento

3.2 44,6
0,6 50,0
33 -17,6
7,0 16,1

investimentos tiveram acréscimo real substancial,
beneficiando tanto os projetos de infra-estrutura
econdmica (energia elétrica, telecomunicagoes e
outros) quanto aqueles de elevado conteido social,
como o saneamento bésico e o transporte coletivo
de massa.
A necessidade de solucionar o problema do déficit
em transagdes correntes e o agravamento da|situagao
externa do Brasil apos a crise asiatica requerem uma
expansao significativa das exportagbes. Nesse sentido,
o BNDES tem agido em duas frentes principais:
incentivando o aumento da competitividade das
empresas e incrementando os financiamentos ao

comércio exterior.




Table 1
BNDES Disbursements by Sector! at 1998 Average Pr

| (US$ Billion)
1998 1997 Change (%)
Total 18.3 17.1 | 6.9
Agroindustry 2.1 1.2 | --25
Mining, 0il, Forestry 0.2 0.7 | -64.0
Manufacturing 4.5 4.3 | g
Retailing and Services 8.5 8.7 | -2.7
Infrastructure? 7.0 6.0 | 16.1
Exports? 2. 1.2 | 80.2
Secondary Market Transactions* 1.9 1.1 | 75.9
[
1) Classified according to the National Classification of Economic Activity (CNAE). |
2) Made up of the electricity. gos and water utilities; construction; and transpertation. warehousing and communications sectors. |
3) Export financing (BNDES-exim). |
4) Acquisition af shares on stock exchanges by BNDESPAR. [
Table 2 |
Disbursements to the Infrastructure Sector at maq verage Prices
‘ (US$ Billion)
1998 1997 Change (%)
|
Investments in Infrastructure 4.0 2.7 I 48.1
Investments in Social Infrastructure! 0.7 0.5 | 40.0
Privatization? &8 2.8 | -17.9
Total 7.0 6.0 | 26.7

1) Investments with a strong social element - examples are the investments in the Proemployment Environmental Improvement Program

and in Public Transportation.

2) Financing of acquisition of privatized companies, and advances to support privatizations by the individual states of the Brazilian federation. l

with a strong social element, such as water and
sewerage services and public transportation.

The need to resolve the problem of Brazil's current
account deficit, and the worsening of the country's
external situation after the Asian crisis, call for a
significant expansion of exports. In this respect, the
BNDES has acted on two main fronts: by providing
incentives to increase companies' competitiveness, and
by increasing the volume of financing of foreign trade.

The export financing line, BNDES-exim, was
expanded to support practically all the exporting
sectors, including services. As well as the widening of
the financing coverage to 100%, both for the
Pre-Shipment and Post-Shipment lines, the Special

Pre-Shipment line was created, to finance Brazilian
production of goods which are exportable, without any
link to specific shipments. This resulted in a significant
increase in BNDES-exim disbursements in 1998, to
US$ 2.1 billion, 73% higher than in 1997 (see Table 3).
SUPPORT FOR SOCIAL INVESTMENT

The traditional financing activity of the BNDES is
made up of a variety of actions with significant social
impacts - such as improvement in the quality of life of
communities covered by the projects, and the significant
amount of employment generated by the execution and
subsequent operation of the undertakings financed.
Further to this, in 1998 the BNDES increased its |

specifically "social" activities in basic sectors such as
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