Press release

Euler Hermes: 2016 Rio Olympic Games will hinder, not help,
Brazilian economy

BALTIMORE, Md. And PARIS –1 AUGUST 2016 – While the Olympic Games will generate minor shortterm growth and employment in Brazil, the net impact of the Games will be negative for the host country,
predicts Euler Hermes, the world’s leading provider of trade credit insurance. Amidst a trend of rising
public debt, hosting the Olympics will increase regional business bankruptcies and create inflationary
pressures until 2020.
Increased investment projects and tourism linked to the Olympics will add only 0.05 percentage points
(ppt) in real growth to Brazil’s GDP, which is expected to decline by 3.5 percent in 2016. According to
official figures, total Olympics infrastructure investment between 2009-2015 could reach R$38.5 billion
(US$ 12 billion), a small sum compared to the country's economy. Tourism is expected to generate R$1.3
billion (US$ 0.4 billion) and increase real growth by just 0.02 ppt – less than half of the total original
estimated impact.
“While these increases in jobs and tourism look good on the surface, they are just not enough to offset
the severe economic turmoil that has plagued Brazil since before the Olympics. Some issues, like
inflation, could even be significantly exacerbated by the Games,” said Daniela Ordonez, Latin American
economist for Euler Hermes. “Infrastructure investment and public spending alone has further increased
public debt by 0.04 pp of GDP, with the State of Rio de Janeiro’s debt spiking by 17 percent.”
During the investment phase leading up to the Olympic Games, the number of new companies surged,
especially for micro and small enterprises. The massing of new businesses in relatively few sectors will
generate a “crowding out effect” between newcomers and fragile existing companies unfit to benefit from
the Games. In addition, many of the new businesses will have a short life and are expected to close after
the Olympics. Overall, hosting the Olympics will inflate Rio de Janeiro’s insolvencies in 2016 by 5 percent
and those of micro and small enterprises by 12 percent.
Brazil’s inflation has been a major issue for households and the private sector. Since the 2009
announcement that the country would host both the 2014 World Cup and 2016 Olympic Games,
anticipation appears to have accelerated inflationary pressures. The two events will boost the country’s
overall inflation rate by about 1 ppt in 2016, of which 0.4 ppt is residual from the World Cup, 0.4 ppt is due
to the Olympics, and 0.2 ppt is a result of hosting both global events in such a short time period.
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“Brazil is unfortunately not in a position at this time to benefit from the potential positive impact the
Olympic Games can have on a host country’s economy,” said Ordonez. “Instead, the timing of hosting the
World Cup and Olympics back-to-back has had an increasingly negative impact. With everything else the
country is currently experiencing, Brazil’s economy did not need more drama right now.”
View more of the story in Euler Hermes’ infographic “Rio 2016: A False Start for Brazil.”
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Euler Hermes North America Insurance Company
Euler Hermes’ regional headquarters for the United States, Canada and Brazil is located in Owings Mills,
Md. Founded in 1893, Euler Hermes is North America’s largest and longest-established provider of trade
credit insurance and accounts receivable management solutions. The company protects and insures
around $250 billion of regional trade transactions annually, serving small, medium and multinational
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clients across a range of sectors. The company employs 430 people regionally and serves clients from
more than 50 locations in North America and Brazil.
Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of
bonding, guarantees and collections. With more than 100 years of experience, the company offers
business-to-business (B2B) clients financial services to support cash and trade receivables management.
Its proprietary intelligence network tracks and analyzes daily changes in corporate solvency among small,
medium and multinational companies active in markets representing 92% of global GDP. Headquartered
in Paris, the company is present in over 50 countries with 6,000+ employees. Euler Hermes is a
subsidiary of Allianz, listed on Euronext Paris (ELE.PA) and rated AA- by Standard & Poor’s and Dagong
Europe. The company posted a consolidated turnover of €2.6 billion in 2015 and insured global business
transactions for €890 billion in exposure at the end of 2015. Further information: www.eulerhermes.com,
LinkedIn or Twitter @eulerhermes.
Cautionary note regarding forward-looking statements: The statements contained herein may include statements of future expectations and other
forward-looking statements that are based on management’s current views and assumptions and involve known and unknown risks and uncertainties
that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. In addition to
statements which are forward-looking by reason of context, the words "may", "will", "should", "expects", "plans", "intends", "anticipates", "believes",
"estimates", "predicts", "potential", or "continue" and similar expressions identify forward-looking statements. Actual results, performance or events
may differ materially from those in such statements due to, without limitation, (i) general economic conditions, including in particular economic
conditions in the Euler Hermes Group’s core business and core markets, (ii) performance of financial markets, including emerging markets, and
including market volatility, liquidity and credit events (iii) the frequency and severity of insured loss events, including from natural catastrophes and
including the development of loss expenses, (iv) persistency levels, (v) the extent of credit defaults, (vi) interest rate levels, (vii) currency exchange
rates including the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes in laws and regulations, including monetary
convergence and the European Monetary Union, (x) changes in the policies of central banks and/or foreign governments, (xi) the impact of
acquisitions, including related integration issues, (xii) reorganization measures, and (xiii) general competitive factors, in each case on a local, regional,
national and/or global basis. Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities and their
consequences. The company assumes no obligation to update any forward-looking statement.

