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Doom and gloom

In the midst of the worst economic recession since 
the 1930s, the automotive industry in Brazil is on its 
knees. Since peaking in 2012 with over 3.6 million in 
new car sales, Brazil has experienced three 
consecutive years of contraction, with 2015 being the 
most severe yet. While there was hope that the 
previous year would mark the low point of the 
downturn, most indications are that 2016 will be 
even more painful. Indeed, 2015 was a particularly 
difficult year for the automotive industry in Brazil, 
with light vehicle registrations declining by 25.3% 
while production contracted by 21.5%. Multiple 
factors were at plan, including both macroeconomic 
and political volatility. As Carnival season 
approaches, smaller municipalities are cancelling or 
pulling back on parades and festivities as there’s 
little appetite for celebration in the current climate. 

Pick your poison

There have been a multitude of factors that have 
contributed to the current economic malaise. Fallout 
from the corruption scandal that rocked 
government-owned energy company Petrobras –
Brazil’s largest corporation and employer –
continues to unfold. Household spending declined 
for the first time in over a decade, while public 
spending has skyrocketed. Unemployment has 
inched upward, increasing from under 5% in 2014 to 
nearly 8% by the end of 2015. Attempts to curb 
spending has led to increased taxes on fuel and 
utilities, further limiting consumer spending. 
Inflation rates continue to reach 6.5%, which is well 
past the Central Bank’s target of 4.5%. And now, 
tourism is expected to decrease sharply in the wake 
of the Zika virus, which could be particularly 
troublesome with the upcoming Summer Olympics. 

A tough year in 2015 has many wondering how Brazil will right the ship as the 
auto industry – and economy as a whole – continues its downward spiral, and 
most agree that the worst is yet to come. 

Brazil: Anatomy of a breakdown
Still waiting to hit rock bottom
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Any of these factors alone can trigger an economic 
dip, but the combination has left Brazil reeling in its 
wake.

Hurting some more than others?

The automotive industry, heavily reliant on state-
guided tax subsidies like INOVAR-Auto, has felt an 
immediate and direct impact. With government 
spending being curtailed, the traditional levers of tax 
incentives and subsidies is no longer an option. Most 
OEMs have employed either temporary layoffs or 
reduced shifts to alleviate inventory bloat, and 
others have slowed down in their plans for 
expansion in the once-hot market. 

While the entire industry is feeling the pinch, some 
brands are certainly feeling it more so than others. 
The top-selling brands in Brazil of Fiat, Volkswagen, 
and Chevrolet have felt the squeeze more than the 
industry rate of -25.3%, suffering losses of 37.4%, 
33.4% and 37.9% respectively.  Newer players in the 
market, including Toyota, Honda and Hyundai have 
experienced contraction to lesser degrees, building 
on their growing market share. With no true 
domestic brand, the Brazilian market has a uniquely 
disparate sales and assembly landscape, allowing 
new brands to enter the market. If the recent trend 
is any indication, the competition will continue to 
intensify as new products come online.

Another interesting development during the 
downturn is the growth and buoyancy of premium 
brands. The traditional German premium players 

have logged double digit growth during the 
recession. Premium vehicle sales have served as the 
rare bit of good news in an otherwise dismal stretch.

Cautious, restrained optimism

Despite the bad news in Brazil, there’s still cause for 
hope. Thanks to previous incentives and policies, 
OEMs will likely stay the course in Brazil, keeping to 
their pledges of domestic investments in technology, 
product development, and assembly. GM announced 
in mid 2015 that they’ll be doubling investments in 
Brazil to reach ~$3.8 billion, while Nissan has 
decided to launch it’s an all-new CUV nameplate in 
Brazil. The global vehicle, positioned between the 
Juke and Rogue in size, will be built at the 
company’s Resende plant, which will be receiving a 
$200 million investment and 600 new jobs to meet 
anticipated demand. And finally, the one bright spot 
in the Brazilian market was the slight growth in 
exports of 1.1% in 2015 thanks to a resurgence in 
sales in its biggest trading partner, Argentina. With 
a new administration in place, Argentina is expected 
to recover in the mid to long term, and Brazil-built 
products are expected to benefits. Though the 
potential seen in Brazil five or ten years ago has 
diminished, opportunities for growth are still 
present. 2016 should mark the bottoming out of the 
market, and the mid to long term forecast is positive, 
though tapered. 

To continue this conversation and find additional 
information on PwC’s automotive capabilities in 
Brazil, please visit pwc.com/auto.
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Brazil: Monthly Light Vehicle Registrations 
Jan 2012 – December 2015 (thousands)
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