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Abstract: Given the Brazilian economy's heavy reliance on oil over the past two
decades, despite diversifying his sources of income, particularly with increased
exploration and production activities in its territorial waters, it is essential to examine
how oil prices affect public spending in Brazil. This research aims to analyze and
measure the impact of oil prices on Brazilian public spending during the period 2004—
2023, using an Autoregressive Distributed Limiting (ARDL) model and its pre- and
post-estimate econometric tests. Public spending was adopted as the dependent variable
and oil prices as the independent variable, with two control variables (exchange rate and
GDP) included in the econometric model only, without theoretical or descriptive
analysis, to enhance the model's explanatory power. The econometric analysis results
showed that oil prices had a significant positive impact (at a significance level of 1%)
on Brazilian public spending in both the short and long term. In the short term, the
impact was 0.998%, attributed to the rapid response of public spending to improved oil
revenues and the overall fiscal position. In the long term, the impact remained positive,
albeit at a lower level of 0.076%. This is attributed to the diversified Brazilian
economy's ability to absorb fluctuations in oil prices, as well as its adoption of a more
prudent and stable long-term fiscal policy. These findings suggest that oil prices are a
contributing factor, but not the dominant one, in determining the trajectory of public
spending in Brazil.
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Forecast: LNY2F

Actual: LNY2

Forecast sample: 2004 2023

Adjusted sample: 2005 2023

Included observations: 19

Root Mean Squared Error 0.033456

Mean Absolute Error 0.022806

Mean Abs. Percent Error 0.301064

Theil Inequality Coefficient 0.002212
Bias Proportion 0.000011
Variance Proportion 0.001342
Covariance Proportion 0.998647

Theil U2 Coefficient 0.339299

Symmetric MAPE 0.301342
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