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Olá!
When considering the economies of the globe, Latin America is often not mentioned, with the
opportunities in the region ignored in favour of other global developments. The largest country
geographically and economically in Latin America, Brazil is an influential player internationally.
Brazil has undergone consistent but slow economic growth over the last 6 years. The advantages
Brazil offers, and the resourcefulness of its people will aid in these tougher times.
This report reviews Brazil, giving an overview of the nation and its resilient economy before
exploring the very exciting start-up ecosystem developing throughout the country. We touch on
current updates to the economic market and future projections, challenges that hold back the
current system, and identify influential sectors contributing to the growth in recent times. Finally,
we discuss the difficulties many start-ups encounter when trying to enter the market and offer
some advice from our experience in connecting the Canadian and Brazilian ecosystems.
The analysis we provide reveals many positive traits about the potential of Brazil, although we
recognize that the country still has a lot of progress to be made in terms of infrastructure
development and support for new businesses. Optimism towards the progress that has been made
as well as positive consumer spending sentiments will continue to transform the country,
sustaining the progress that has been achieved. By no means is the information presented in this
report conclusive or representative of everything this country has to offer. However, we hope it
would give you a glimpse of Brazil and a starting point to consider this beautiful country as a
potential market to explore.

Viva
Brazil!
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Getting to know Brazil
Passionate People,
Increasing Opportunities
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Introducing Brazil:
The Largest Country in South America
Brazil is a nation characterized by its vibrant
culture. Brazil has been slowly but steadily
growing, displaying a more solid and
attractive economy since experiencing an
economic crisis in 2014.
Population
Brazil is the fifth most-populous country on
Earth and accounts for one-third of Latin
America’s population. Most of the
inhabitants of Brazil are concentrated along
the eastern seaboard, although its capital,
Brasília, is located far inland and increasing
numbers of migrants are moving to the
interior. Rio de Janeiro, in the eyes of many
of the world, continues to be the preeminent
icon of Brazil. The nation’s burgeoning
cities, huge hydroelectric and industrial
complexes, mines, and fertile farmlands
make it one of the world’s major economies.
However, Brazil struggles with extreme
social inequalities, environmental
degradation, intermittent financial crises,
and a sometimes-deadlocked political
system.
Government
Brazil is a federal republic, consisting of 26
states and the Federal District of Brasília.
Each state has its own elected legislature and
governor. In early August a supreme court
justice approved an investigation into
President Bolsonaro following his unproven
claims that the country’s voting system is
marred by fraud. This comes as the president
is already under pressure and facing
declining popularity.

Education
Education is a means to economic success in
Brazil: unschooled labourers earn roughly
one-fourth the wages of secondary-school
graduates, who in turn attain only half the
salary of those with university degrees; in
addition, unemployment among the college
educated is only one-fourth the national
average. However, many poor Brazilians
must seek work at an early age and thus
regard education as a luxury, whereas the
nation’s wealthier, well-connected families
generally ensure that their children attain
higher degrees and better jobs. The
government estimates that roughly one-sixth
of the adult population is illiterate, but the
actual rate may be much higher.
Economy
Brazil’s economic history can be largely
characterized as a cycle of booms and busts.
From the 16th to the mid-20th century, the
country was heavily dependent on one or
two major agricultural products, whose
prices fluctuated widely on international
markets. The cyclical aspect of the economy
began with the export of brazilwood in early
colonial times and continued with a sugar
boom, a mineral boom in the 18th century
(paced especially by gold and diamond
mining), a coffee boom from the mid-19th
century, and a rubber boom in the late 19th
and early 20th centuries. The Brazilian
government in the 20th century attempted to
diversify the country’s production and
reduce its dependency on agricultural
exports by strongly encouraging
manufacturing.
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In today’s globalized market, businesses need to find the
best place to centralize operations. Here are 5 perks Brazil
offers:
No. 1
Large Consumer
Market

Brazil has the fifth largest global population, and a fastgrowing middle class, meaning that there is a huge consumer
market. The size and diversity of the consumer market has
created a wealth of exciting commercial opportunities for
foreign businesses looking to access new clientele within
Brazil.

No. 2
International Trade

Establishing a commercial presence in Brazil gives
companies access to other countries in the region and allows
them to take advantage of strategic trade agreements. Brazil
is part of the Southern Common Market, commonly known as
MERCOSUR, established in 1991. Companies in Brazil have
direct access to Argentina, Paraguay, and Uruguay and 7
other members through this agreement.

No. 3
Foreign Investment

For those thinking about incorporating a local company in
Brazil, 100% foreign ownership is allowed, and companies
can sponsor the visas of foreign employees. Additionally,
local companies can be incorporated in Brazil without the
need to physically visit the country; the process can be
completed through a Power of Attorney. The new
government has declared their support for foreign investment
in Brazil and are extremely pro-business, giving confidence
to foreign companies interesting in engaging the local market.

No. 4
Collaborative
Environment

Brazil’s differing market presents speculators with a heap of
engaging business openings. While the Brazilian business
condition has its complexities, collaborating with a local
partner will enable a more efficient and quicker
understanding of the market

No. 5
High Exchange Imports
and Exports

The free development of merchandise and enterprises through
the expulsion of customs obligations and non-tax limitations.
Normalized outside taxes and business arrangements among
individuals, including monetary, agrarian, modern, financial
capital, administrations, customs, and transport approaches.

Economic Outlook for Brazil:
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The Pandemic Continues to Leave a Shadow
Overview
Brazil is the world's ninth largest economy.
The country is still working on rebuilding
itself after the recession that happened six
years ago, when the economy contracted by
almost 7%. Since then, Brazil hasn’t been
able to grow at the same pace it was used to
during the decade before the recession hit.
Recent Updates
Brazil labored through its deepest economic
downturn in recent memory in the first half
of 2020. And while the economy witnessed
a recovery of sorts in the second half, the
scars of the pandemic still run deep. A surge
in new COVID-19 cases this year has again
soured sentiment and weighed on economic
activity. The economy continued its
recovery path in the first quarter 2021, but at
a slower pace compared to the previous two
quarters. GDP grew by 1.2% quarter on
quarter in the first quarter of 2021, with 3
intermittent lockdowns in March due to
rising virus cases weighing on economic
activity.
The boost to growth in early 2021 came
from business investment, gross fixed
capital formation grew by 4.6% in the first
quarter, which expanded for the third
straight quarter. The economy also found
some support from exports, which grew by
3.7% during the quarter. Overall, with the
third successive quarter of growth, the GDP
in the first quarter was almost back to end2019 levels. Nevertheless, 2020 marks a
major setback to policymakers’ efforts over
the prior years to steer the economy back to
a path of strong growth not seen since 2014.

On June 1, 2021, the complementary Law
182/21 was enacted in Brazil, establishing
the Legal Framework for Startups and
innovative entrepreneurship in the country.
With the new law, Startups are now defined
as all business organizations that work on
innovation applied to a business model,
products, or services, and registered in the
National Register of Legal Entities.
Another important innovation brought by the
law was the formalization of the definition
of the so-called "Angel-Investor," the one
who contributes money into the Startup, but
without becoming a partner. Therefore,
financial investments made by an individual
or legal entity are not part of the Startup's
share capital. This new law will provide an
additional favorable environment for the
creation of more innovation companies,
bringing greater legal certainty to
entrepreneurs and investors, which tends to
foster the sector's growth.
To read more about the new Law (text in
Portuguese): Here
Outlook for 2021 and Beyond
The outlook depends on the scars left by the
COVID-19 crisis, on the confidence that the
government will be able to maintain the
normalization of deficit and debt over, and
by the country’s ability to address existing
structural bottlenecks. Analysts predict an
upturn in 2021, although it will be unlikely
to reach pre-pandemic levels this year.
Analysts see the economy expanding 4.9%
in 2021, which is up 0.1 percentage points
from last month’s forecast. In 2022,
panelists see GDP growth at 2.3%
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Brazil’s main economic indicators were hit hard in 2020,
and some are struggling to return to pre-pandemic levels.
15.8%

6.1B

is the increase in the BOVESPA stock index
over 2021 as of August 31st, growing
consistently after experiencing a huge drop
in value in March of 2020.

USD was the amount of foreign investment
in Brazil in July 2021, compared to only
1.77 billion USD for the previous two
months combined.

5.25%

14.1%

is the central banks interest rate which
gradually decreased from over 14% in 2016.

is the unemployment rate in June 2021,
which has remained above 14% since rising
from 11% during the Covid-19 pandemic.

1.2 %

9.0%

GDP growth was reported for first quarter
2021, following the previous two quarters of
7.8% and 3.2% respectively.

is the annual inflation rate for July 2021,
which is rising after a large dip during 2020.

10672

63

USD GDP per capita was reported at the end
of 2020, down from 11203 USD in 2019.

was the business confidence in August 2021,
which has returned to pre-pandemic levels.

1444B

124

USD was the GDP of Brazil reported at the
end of 2020, representing 1.28% of the
world’s economy.

was the ease of doing business ranking at the
end of 2019 which dropped significantly
from 109 in 2018
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Forecasts for the region are looking hopeful;
however, Brazil’s political climate in 2022 might
challenge economic growth.

Although pandemic concerns have been labeled as a major source of uncertainty, domestically
and internationally, Brazil has strong economic fundamentals which has allowed for stability and
consistent growth throughout the last few decades. There is a tiny window for more economic
reforms before the October 2022 elections. The economy has been more resilient to a second
wave of Covid-19 infections in early 2021 and will recover pre-crisis levels this year, sooner
than expected. Policy interest rates are rising amid higher inflation. However, failure to tighten
fiscal policy enough after the pandemic could renew debt-sustainability woes.

2.3 %

4.5B

GDP growth is estimated for 2022, and
4.9% is expected for the remainder of 2021.

USD is the expected foreign direct
investment in Brazil for 2022 and is
expected to flatten out from 2021.

11200

9.7%

GDP per capita is estimated for 2022, rising
upwards from the 10 672 it is at currently in
2021.

decrease in BRL per USD is estimated by
2022, as the value of the Brazilian Real is
expected to continue decreasing over 2021.
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Startup Ecosystem in Brazil:
A Large Market Ready for Continued Innovation
Internet penetration and use are still high, Brazil trails only the United States in total Facebook,
LinkedIn, Twitter, and YouTube users, and the country still has more mobile devices than human
inhabitants. The only Portuguese-speaking country in Latin America, Brazil is still uniquely
positioned to capitalize on regional markets and is artificially devoid of international
competition.
Brazilians are famous for innovating around inefficiencies, and their own attitudes tell a different
story than the dire headlines of the business press. Fundacity, a network for start-ups and
investors, has found that education and healthcare, two of Brazil’s most chronically troubled
sectors, are precisely the areas investors are most keen on. With the national mood plunging
toward despair in the first semester of 2015, Brazilian accelerators, VC funds and angel networks
nevertheless backed at least 195 start-ups between them. Those combined investments accounted
for just under 7 percent of the total capital taken in by start-ups that semester, which suggests the
potential remains enormous.
Geographical Diversity
Brazil’s ideal geographic location has encouraged many investments and collaboration between
the USA and the Latin American markets. Initiatives for start-ups are seen in the form of
international accelerators, incubators, and start-up development programs. The funding and
mentorship of these initiatives, coupled with government aid, has allowed for the creation of
local accelerators. The following cities are each contributing intensely to the growth of the startup ecosystem in Brazil.
São Paulo
São Paulo is by far the most mature start-up
scene in Brazil. Even entrepreneurs from
rival cities will tell you that most Brazil’s
start-ups are concentrated in the city.
Transitive talent is one of the main
advantages São Paulo has in that respect.
Established tech companies like Google,
Uber, and Airbnb, to say nothing of
established corporations in general, have
their Brazilian headquarters in the city, and
when employees get bored or inspiration
strikes, they often leave to start companies
of their own. By the same token,
entrepreneurs looking to recruit experienced
teams have no shortage of options from
which to choose. The largest Startups in the
country are based in the city.

Rio de Janeiro
The city’s transformation in recent years has
been specifically directed toward creating a
more attractive environment for a young,
cosmopolitan professional class.
Government programs to improve security,
4G connectivity and transportation have in
turn encouraged major private investments
in the tech sector. Cisco, in conjunction with
local authorities, is devoting $500 million to
a project that includes a venture capital fund
and co-development facilities. Located in
the heart of downtown revitalization, NEX
has become the largest co-working space in
all of Latin America.
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The Startup ecosystem in Brazil has been rising in recent
years and is looking to continue post-pandemic.

$ 2.3B

155

USD total amount invested in the Brazilian
Startup ecosystem at the beginning of
January to April 2021

venture capital deals made in the first
trimester of 2021

20%

56

Increase in venture capital investments
despite the initial hit of the pandemic.

$428M
USD raised funds by 21 Startups at São
Paulo in the beginning of 2021

$329M
USD raised funds by 9 Startups at Paraná in
the beginning of 2021

M&A in the first trimester of 2021

$7.6M
USD raised funds by 2 Startups at Santa
Catarina in the beginning of 2021

8
Startups raised funds between $1.8M USD
and $18M USD in the beginning of 2021
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Key Sectors
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Fintech
Context
Even with the challenges that entails during the pandemic, the Brazilian fintech ecosystem has
exhibited resilience by attracting $584M USD volume of investment in the first quarter of 2021.
The country has the 4th highest adoption rate worldwide according to EY ranks (2017); largest
fintech hub in Latin America, with over 500 companies, and has the largest unbanked population
of 49 million unbanked individuals. There is no surprise that the fintech sector is dominating.

Sector Breakdown
Top City
According to the 2021 Global Fintech ranking, São Paulo is the city with the fourth largest
fintech ecosystem. Mainly responsible for boosting the overall country’s global fintech ranking.

Top Segments
Banking 74% of traditional banking customers are now adopting Fintech banking service
Payments 60% Fintech adoption rate within the money transfer and payment space
Financial Management Space where Startups are providing softwares that streamlines around
AR/AP in small to medium businesses

Top Players
Nubank acquired $750 million USD in the last funding round in June 2021 with a total funding
of $1.5 Billion, and total value raised to $30 Billion USD
Pagseguro with a total funding of $2.3 Billion and total valuation at $5.6B raised as of 2018 and
acquired 2 companies in 2021.
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Property Tech (PropTech)
Context
According to the report of Deloitte (2020), the real estate industry continues to evolve. In the
areas of security, privacy, and convenience in choosing a property has been established but it is
predicted to progress by 2040. Like any other countries, Brazil face the scarce availability of
space in central areas. Location is a key player in choosing a property as it impacts the overall
quality and practicality of everyday life. However, this issue did not held back the emerging
property tech companies that to provide solution in the areas of sharing, renting, property format,
technology and connectivity, service and infrastructure, and purchase process.

Sector Breakdown
Top Cities
Brazil, like many other countries throughout the world, is undergoing urban growth. It's been
going on for decades, notably in the megacities like São Paulo and Rio de Janeiro. Rising trend
of urbanization is in motion also affects the neighbouring cities.

Top Segments
Marketplace segment has a total of 104 Startups as of 2020
Marketing segment has a total of 78 Startups as of 2020
Property Management segment has a total of 68 Startups as of 2020

Top Players
Loft operates by buying, renovating, and selling real estate within four-month time frame. The
company is targeting to simplify the process for Latin Americans to acquire a property. The
company raised a total of $175 million USD in its third round of investment last January of 2020
and increased the company total valuation to $1 billion USD.
Quinto Andar, a PropTech company that revolutionized the real estate marketplace for buying
and selling, announced in May of 2021 that the company have raised $300 million USD in Series
E funding round and raised its total valuation $4 billion USD.
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EdTech
Context
The pandemic has served as a catalyst in the rise of EdTech Startups. With school closure during
the Edtech Startups served as the heroes for remote learning. In 2019, the study by the Brazilian
Startup Association, the country has 449 EdTech Startups- which is a whopping 25% increase
from the previous year. 61% of the enterprise offers SaaS (Software as service) based.70% of
which address basic education.

Sector Breakdown
Top Cities
Most of the Startups are located to the southeast region of Brazil and 35% of the Startups is
nested in the state of São Paulo.

Top Segments
Specific Education 22.4% of Edtech Startups focused on delivering education in a specific skill
(e.g. language, coding skills, business education) to users in 2020
New Teaching Forms 22.4% of Edtech Startups focused of delivering education in new forms
such as gamified version, and incremental rewards system to users in 2020
Educational Platforms 20% of Edtech Startups focused on a new system of delivering
education such as virtual platforms, gamified, and interactive features in connecting to users in
2020

Top Players
Descomplica is the first EdTech company that to infiltrate the higher education market in Brazil.
Closed a total funding of $84.5 Million last February 2021.
EduK provides short online professional courses in various industries has a total funding of $10
million USD

18
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Getting Started
Putting the Gears
Into Motion
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Conclusion:
The ongoing world health and economic crisis has revealed structural flaws in the ecosystem,
such as the criteria for granting credit to innovative small companies. But at the same time, it
has brought about the opportunity to correct these flaws with actions. By structuring public
policies and attacking these problems, it can create more solid bases to accelerate the postpandemic recovery movement.
It is therefore important that, more than just focusing on emergency actions, governments and
support entities implement policies that can strengthen the ecosystem in the medium and long
term, such as the advances in the new Legal Framework for Startups already under discussion in
the legislation in the Congress in Brazil. There is also a strong push for the public sector to
purchase solutions created by Startups.
Due to its agile, innovative, and fast-growing characteristics, the support for Startups can be
strategic for the renewal of economic growth, whether for the development of the Startup
economy itself, or for its ability to equip companies and governments with technological tools
for faster and more efficient adaptation and progress.
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Advancements and Resources:
A Starting Point for the Transition
As with any new market, it is recommended to explore the country’s culture, laws, and
business climate. Forming the right local partnerships can be crucial to beginning the
transition to Brazil.

Collaboration with Locals
Given the nuance and difficulties of the
Brazilian market, we would advise those
seeking business in Brazil to establish a
partnership with some of the local
population, who are familiar with the
ecosystem. Failure to do so could result in
frustrating roadblocks and unsuccessful
ventures because of the unfamiliar context.
Language Barrier
5.1% of the population aged over 16 state
that they have some knowledge of the
English language. Nevertheless, there are
differences between the generations. Among
younger people aged 18-24 the percentage
of those stating they speak English doubles,
reaching 10.3%. Therefore, Englishspeaking investors and entrepreneurs should
attempt to find an interpreter who is familiar
with the local customs for business
negotiations to reduce friction from
communication barriers.

Personal Touch
Close relationships are important to all
aspects of Brazilian society and doing
business is no different. Developing strong
personal connections with business partners,
especially before discussing negotiations, is
often very important to succeed. For
Brazilian business relationships to succeed it
is crucial to build trust. Dedicate time to find
good business partners and develop a
personal connection with them. Face-to-face
meetings whenever possible are a much
more preferential method of communication.
Utilize these opportunities to get an
understanding of a person’s trustworthiness
and character.
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