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1- Macroeconomic Overview 

Brazil 
• Senate has decided  to step aside the President Dilma Rousseff for a maximum period of 180 days, until the 

impeachment process is judged. Vice President Michel Temer will hold the presidency temporarily during the trial, 
and may take the position definitively if Rousseff is found guilty. 

• The new government should have greater support from Congress, so that the new set of economic measures to be 
implemented in the coming months, with emphasis on fiscal adjustment, can be implemented without many 
challenges. 

• As adjustments and new policies are implemented, there should be a general recovery of confidence in the short 
term among market participants, entrepreneurs and consumers. 

• A virtuous cycle of confidence, with falling risk premiums and interest rates could lead to a faster and stronger GDP 
recovery. 

Sources- Macroeconomics:  Itaú, Bradesco, HSBC, Santander, Citibank, Central Bank’s Focus Survey 

International 
• USA: Federal Reserve officials felt the U.S. economy could be ready for another interest rate increase in June, 

according to the minutes from the central bank's April policy meeting released on Wednesday (05/19)  
• Europe: ECB kept rates unchanged at historial minimum. 1st Quarter’s GDP positively surprised but inflation in the 

region returned to negative territory. After the stability in march, eurozone registered 0.2% deflation in April, raising 
the possibility that the monetary authorities adopt new measures to further stimulate the economy. 

• China: Economic activity accelerated in March, driven by real estate investment and infrastructure as a result of 
strong credit expansion. Although the 1st quarter showed a slowdown compared to the previous quarter, there is a 
recovery expectation in the 2nd quarter due to the stimulus adopted in recent quarters. 

Central banks remain cautious about the next steps into monetary policy: global environment still 
favorable for emeging markets. Domestically, Brazil is under new management. 
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2-  Portfolio – per asset manager and per segment 

3-  Portfolio – allocation per profile 

Portfolio in BRL million 

Allocation per asset manager Allocation per segment (not included ALM) 
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4-  Performance 

April 2016 Last 12 months 

In April, the domestic scenario improved significantly due to the political environment. Brazilian assets continued to 
make gains during the month. The exchange rate appreciated 3.0%, closing at 3.45 BRL/USD. Ibovespa rose 7.7% in 
BRL and 11% in USD. Interest rates have intensified the downward trend, especially in the longer vertices of the yield 
curve. Country risk, measured by the 5-year sovereign CDS (credit default swap) fell 26 basis points, ending the month 
at 340 bps. 

¹ IGP-DI + 4% p.a.

²  20% IMA-S + 14,4% IRF-M1 + 25,6% IRF-M1+ + 30% IMA-B5 + 10% IMA-B5+

³ Since September 2014
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5-  Fixed Income 

*  IMA-Composite (20% IMA-S + 14,4% IRF-M1 + 25,6% IRF-M1+ + 30% IMA-B5 + 10% IMA-B5+) since January 2015. Previous benchmark was IMA-G ex-C 

³   Since September 2014 

Nominal Interest –  The political agenda dominated the scene 
once again in Brazil. The impeachment process evolving 
positively and the first signs of the new government team 
strongly boosted the assets in April. The positive highlight was 
the interest rate market, resulting in a flattening move of the 
yield curve. Rates fell between 100 bps within 2 years and 150 
bps in maturities longer than 5 years. 

Real Interest -  The real interest market had a more moderate 
performance, and the yield curve flattening was lower than 
the nominal yield curve. The reason is the decrease in 
expectation of NTN-B's implied inflation. Both medium and 
longer durations fell around 50 bps. For example, the NTN-B 
2018 ended April with an implicit IPCA inflation of 6.10%, 54 
p.p. below the previous month. 

Corporate Bonds – In the secondary market, debentures' 
interest rates mostly decreased in April. Due to an 
improvement of expectations, investors are demanding lower 
risk premium, which contributes positively to the profitability 
of private debt bonds. The issuance of new bonds remains very 
low. 

Within this context, April was another good month for Previ 
Novartis' fixed income funds, highlighting the funds following 
the IMA benchmark that yielded 2.78% in April and 10% year-
to-date. ALM portfolio also had a great performance, 1.48% in 
April and 6.69% year-to-date, more than 2% above the 
actuarial target. 

Nominal Yield Curve 

Real Yield Curve 

Sources:  Itaú, BRAM, BNP, Santander, Citibank, Western, Sul América 
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6-  Equities 

IBrX stock market index had a strong appreciation of 7.14% in April, due to the lower degree of risk aversion in 
international market and recent political events in Brazil. In the year, the index rose 22.06%. The foreign investor has 
strengthened its position in Brazil with an inflow of BRL 2.7 billion in the month, amounting BRL 13.3 billion in the year. 

S&P500 index ended slightly higher (0.4%) in April and accrues 1.2% in the year. 

Commodities were the positive highlights in Brazilian stock market: Petrobras +21.8%, Vale +38.1%, Usiminas +38.1%, 
Gerdau +20.6%, CSN +83.8%. On the other hand, the higher losses were in the Aviation sector (Embraer -15.5% and Gol 
-12.6%), after disclosing weak operating results in the 1st quarter. 

The stock market continued the upward movement, positively impacting Previ Novartis’ equity funds that, even 
underperforming compared to their respective benchmarks, had a good appreciation. However, in the last 12 months, 
the majority of funds surpassed their benchmarks, except Bradesco and Itaú FoF. 

Sources:  Itaú, BRAM, BNP, Santander, Citibank, Western, Sul América 

* Investiments on FoF Itaú began in April/2015 

³  Since September 2014 
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7-  Performance “Super Conservative” profile 

³   Since September 2014 
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8-  Performance “Conservative” profile 

*  IMA-Composite (20% IMA-S + 14,4% IRF-M1 + 25,6% IRF-M1+ + 30% IMA-B5 + 10% IMA-B5+) since January 2015. Previous benchmark was IMA-G ex-C 

³   Since September 2014 
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9-  Performance “Moderate” profile 

*  IMA-Composite (20% IMA-S + 14,4% IRF-M1 + 25,6% IRF-M1+ + 30% IMA-B5 + 10% IMA-B5+) since January 2015. Previous benchmark was IMA-G ex-C 

³   Since September 2014 

PREVI NOVARTIS MONTLHY REPORT May 20, 2016 



Page 9 

10-  Performance “Aggressive” profile 

*  IMA-Composite (20% IMA-S + 14,4% IRF-M1 + 25,6% IRF-M1+ + 30% IMA-B5 + 10% IMA-B5+) since January 2015. Previous benchmark was IMA-G ex-C 

³   Since September 2014 
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