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BMI View: The Brazilian electricity market will offer several business opportunities to
project developers and power sector investors over the coming quarters, despite a
worsening of the country's economic recession in 2016. The renewables and
hydropower sectors will present the biggest upside to international investors in terms of
scale, but we see opportunities also in power transmission and distribution. That said,
we maintain that high interest rates and continued currency weakness, coupled with a
corruption investigation into state-run energy companies, will keep the power sector's
growth below its full potential.

Latest Updates And Structural Trends

Brazil current macroeconomic malaise will increase costs for power project
developers through higher interest rates, while persistent currency weakness will
inflate import costs. These factors - coupled with an ongoing investigation on
state-run utility Eletrobras, which could result in delays and asset impairments -
are tempering our growth outlook for power capacity and generation in Brazil
over the coming decade. As such, we forecast growth in the Brazilian power
sector to be significant, but below the government's official targets.
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