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After reaching an all-time high in the first quarter last year, unemployment slowly fell to 12.2% in the
quarter ended last August, without seasonal adjustment. This is still a very high rate and shows that the
unemployment rate has dropped very slowly so far, thwarting initial expectations pointing to a more dynamic
job market.

The evolution of the employed population bears some similarities between the events that took place last
year and those seen in the second half of this year. Both periods saw a strong upsurge in employment, driven
primarily by the growth in self-employment (Chart 1). These trends may have been triggered by the additional
income made available to households after the FGTS funds were released in 2017 and the PIS/Pasep payout
held this year. Besides driving consumption, this injection of funds could help expand this particular
employment category – individuals who were unemployed or out of the market were responsible for boosting
total employment (and the EAP). Another driving factor behind self-employment is the faster pace of new MEI
(individual micro-entrepreneur) applications, up 14.5% in the first half of the year compared to the same period
last year, according to data from Serasa Experian. The main feature of the MEI modality is that it is easy to
formalize employment and reflects Brazilians’ actual entrepreneurship, serving as an alternative for individuals
who were unemployed and couldn’t find a job, and ultimately boosting self-employment rates.
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Chart 1: Evolution of the employed population
3-month annualized variation, in %

Source: IBGE, Bradesco 
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Growth of the self-employed population has been so relevant that unemployment would have remained
unchanged without it. Chart 2 shows a simulation of the unemployment rate disregarding the improvement
caused by self-employment. For such, we excluded the number of self-employed people from total
employment and calculated the evolution of the Economically Active Population (EAP) through the Working-
Age Population (WAP) ad the historical participation rate. In essence, the effects caused by the upsurge in self-
employment were removed from the employment rate and EAP.

Without these effects, the unemployment rate maintains the same level recorded in the beginning of 2017.
There was some volatility throughout last year, but the fact remains that the job market, under this
perspective, showed little or no improvement in recent months. In fact, this result is closer to expectations and
indicates that the gradual reduction in unemployment seen since early 2017 has been influenced mainly by the
increase in self-employment. Without this phenomenon, unemployment would be higher than it currently is.

In addition to higher self-employment, another highlight is the steady decline in private registered
employment since 2014. Although the PNAD unemployment rate fell since the second quarter last year, the job
market breakdown took a turn for the worse in the period, since the informal market usually has less favorable
working conditions, lower wages, higher volatility, and much less job security.

Another way to analyze the market is by calculating the labor underuse rate, which encompasses
unemployment, underemployment and discouraged workers; this metric reached its historical peak this year
(Chart 3), reflecting the full-fledged expansion in the number of discouraged workers. This group grew
approximately 15% in the year, compared to the period of January to August of 2017, driven by an extended
period of time with a high unemployment rate, leading people who would like to join the job market to simply
give up on looking for a job.

Chart 2: Unemployment rate and unemployment rate excluding self-employment
Not seasonally adjusted, in %

Source: IBGE, Bradesco 
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Regarding wages, the average nominal income in the job market as a whole has gradually increased with
some volatility, but still holds a comfortable level from an inflation standpoint – wages varied from a 4.5%
high to 5.7% in the last eight months. In the formal sector, in turn, data from the Brazilian General Register of
Employed and Unemployed Persons (CAGED) point to the opposite direction, dropping steadily since early last
year – moving from an 8.4% high in January 2017 to 2.6% in September 2018. Therefore, inter-annual growth in
average wage within the formal market is following the services IPCA, considering the variation in 12 months
(Chart 4), indicating that wages should not put any pressure on inflation in the short term.

In short, after reaching its historical peak, the unemployment rate receded this year, essentially due to the
upsurge in self-employment; otherwise, the rate would have remained unchanged since last year, revealing a
much less positive qualitative composition. Therefore, the slow decrease in the unemployment rate, the
unfavorable employment breakdown, and the high number of discouraged workers together make up the
challenging scenario in Brazil’s job market. However, we expect this scenario to improve in the next few
months, as confidence grows once again due to a greater focus on the reform agenda, which should accelerate
growth and improve the job market’s quality, featuring more formal and less informal jobs.

Chart 3: Labor underuse rate
Not seasonally adjusted, in %

Source: IBGE, Bradesco 
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Chart 4: Service inflation and inter-annual variation of average wage among new hires (nominal)
In %

Source: IBGE, Caged, Bradesco 
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