Carlos de Leon, co-manager of Allianz RCM Brazil fund, comments on the Brazilian Presidential election

Carlos de Leon, co-manager of the Allianz RCM Brazil Fund, comments:
“Dilma Rousseff’s victory signals broad continuity with the policies that have been in place for most of the past decade.  When officially taking office on 1 January 2011, she will  aim to push forward new structural reforms. New measures will focus on student loan programmes to reduce drop-out rates; new infrastructure development projects opening the door to private sector participation; further development of existing housing programmes for the low-income population; new hydrocarbon auctions via oil and gas rounds for off and onshore acreage; a modest-sized tax reform and a review of the regulatory framework for the mining sector. Many of these measures link up with investment themes that are attractive from our perspective and would benefit companies operating in these sectors. 

Desire for fiscal austerity

“The market expects little change from the current macroeconomic policy, although there is hope that the new administration will promote more fiscal austerity in the early stages of its mandate. The days and weeks after the election will shed new light on who will become Cabinet members in the new administration. There is a growing expectation that former Finance Minister Palocci may take a central role in economic policy in the new government, thus adding credibility and visibility early on. New senior management appointments at large, government-owned corporations will also be important in this respect, although this selection process is more likely to take months rather than weeks. 

Infrastructure projects need urgent attention

“Infrastructure projects along with the associated fixed asset investment will have to be stepped up. This will be driven by continued government investment in tandem with the private sector. Historically, infrastructure spending has mostly been small and uneven, which has exacerbated the infrastructure deficit. Brazil has some of the world's weakest port and transport infrastructure, despite being one of the world's leading commodity exporters, and this has led to serious transport and access bottlenecks that have held back productivity and efficiency gains. This needs to be addressed, not least in view of the World Cup in 2014 and the Olympics in 2016. 

“Infrastructure development is positive for stocks that are exposed to the production of trucks, railcars, buses and operators of logistics businesses, port infrastructure as well as those building and operating toll roads and other means of transportation. Securing long-term financing has at times been tricky for select projects, but recent history shows this can be overcome via a combination of private and public funding, especially from the BNDES, Brazil’s active national development bank. 

Oil and gas sector offers a myriad of investment opportunities

“Despite the focus on infrastructure and domestic demand, Brazil recognises it needs energy to sustain its pace of growth. Positively, Brazil is a global ‘hot-spot’ for the oil and gas industry with a rich geology, the existence of ‘giant’ fields, internationally competitive fiscal terms and a stable regulatory environment. Bringing on stream recent discoveries in the prolific offshore Campos and Santos basins is a national priority and could convert Brazil into a major global oil production powerhouse in the medium-term. Petrobras has come a long way since oil was first discovered in the Campos basin in the 1970s. It has since become one of the largest listed integrated oil majors globally measured by market value, owning a huge resource base of quality assets and energy sector dominance along the value chain. A recent string of new listings, however, is providing fresh investment alternatives via purer plays on the exploration and production side of the business, which allows focusing on the higher value-generating upstream sector. Brazil’s Oil & Gas Agency is expected to launch new licensing rounds going forward, providing new opportunities for domestic and international oil companies to acquire high-potential acreage. 

The investment case for Brazil continues to evolve

“Brazil remains an attractive investment proposition, with attractive risk-reward credentials. Growth is under-pinned by strong domestic demand, growing credit availability and a large commodity resource base, and will continue to benefit from enhanced political stability. The strong and dynamic economy, that allowed the country to emerge from the global financial crisis quickly, together with a large and liquid equity market offers investors access to fast-growing sectors. The investment story in Brazil continues to evolve, with consumer demand, formalisation, infrastructure, education, housing, private healthcare, energy, mining and agriculture representing high-potential investment themes. 

“The elections underline that Brazil has further matured as a nation and the firmly established direction of policy promises more of the same. The macro environment makes Brazil one of the world’s most attractive investment destinations at this time. The pillars of economic stability – inflation targeting, floating FX, fiscal discipline – remain in place. The growth outlook remains deep-rooted, with the economy expected to grow by 7% in 2010 and by 4.5% in 2011. We have witnessed profound change in the economy in recent years and expect to see more of its potential being unlocked going forward. The equity market is forecasting earnings per share growth of 20-25% for 2011, which is supportive of Brazilian equities, especially now that the two main obstacles weighing on the market (the Presidential elections and Petrobras’ capitalisation) are out of the way. Reassuringly for the equity market, this growth is not expensive, with the Bovespa trading on estimated 10.7x next year’s earnings. Headwinds remain and government efforts in dealing with a strengthening currency, fiscal discipline and the extent of public lending are aspects the market will be watching closely.” 

- Ends -


Notes to editors:

Allianz RCM Brazil Fund launched on 7 October 2010 and available via major Life Companies and Supermarket Platforms.  The fund is managed by the team behind the award winning Allianz RCM BRIC Stars Fund.  The Fund invests predominantly in Brazilian companies but up to 30% may be invested in other Latin American and international companies provided that they generate a significant proportion of their sales and/or earnings in Brazil. 

For more information:

Nick Smith, Managing Director, Allianz Global Investors Europe, Phone 020 7065 1519

Amy Butler, Lansons Communications, Phone 020 7566 9709

Rachel Smylie, Lansons Communications, Phone 020 7294 3653

Or visit www.brazilfund.co.uk    

Awards:

· Allianz RCM Brazil Fund named Product of the Month, What Investment magazine July 2010.

· Allianz Global Investors Best International Fund Management Group for the Professional Adviser International Fund and Product Awards 2010

· Money Observer Fund awards 2009, Allianz Global Investors winner Highly Commended Smaller Group in recognition of consistently superior risk-adjusted performance. 

· Seung Minn, manager of the Allianz RCM US Equity Fund, awarded two gold medals, by Sauren Fund Research: 2009.

· Allianz PIMCO Gilt Yield Fund winner of Bond Pound Sterling award by Thomson Reuters, at the Lipper Fund awards 2009.

· RCM named No.1 leading fund management firm for SRI Research by Thomson Reuters Extel 2009. Vipin Ahuja, manages the Allianz RCM Global EcoTrends Fund. 

· Allianz RCM European Equity Income Fund named Product of the Month, What Investment magazine July 2009.

· Allianz Global Investors awarded Best Emerging Markets Group by Professional Adviser magazine, 2008.

· Allianz RCM Global EcoTrends Fund winner Best Climate Change Investment fund 2008, by Holden & Partners in conjunction with Incisive Media.

· Allianz RCM Global EcoTrends Fund named Product of the Month, What Investment magazine April 2008.

Photographs:
High-resolution photographs of our fund managers and spokespeople are available to download here:

http://www.allianzglobalinvestors.co.uk/EN/ABOUTUS/MEDIACENTRE/FUNDMANAGER/Pages/default.aspx
Past performance is not a reliable indicator of future performance. You should not make any assumptions on the future on the basis of performance information.  The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. The information contained herein including any expression of opinion is for information purposes only and is given on the understanding that it is not a recommendation and anyone who acts on it, or changes their opinion thereon, does so entirely at their own risk. The opinions expressed are based on information which we believe to be accurate and reliable, however, these opinions may change without notice. 
About Allianz Global Investors

Allianz Global Investors AG (AllianzGI), a subsidiary of Allianz SE, is a management holding company for a network of investment specialists in the most important institutional and retail markets around the world. Through PIMCO, RCM, Oppenheimer Capital, NFJ, Nicholas-Applegate and several other specialist firms, AllianzGI offers its clients a broad variety of investment competencies, covering all equity and fixed income investment styles as well as balanced products and alternative investments. With 1,178 billion Euro Assets under Management (31/12/2009), AllianzGI ranks among the top investment management companies worldwide. Through its network of approximately 4,750 employees around the globe, including more than 1000 investment professionals, AllianzGI is able to leverage local expertise and market knowledge to its clients all over the world.
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