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Omega, official timekeeper of the Olympics  on the Today Show in April

 
By FORREST  CARDAMENIS

With the Olympics just a month-and-a-half away, Rio de Janeiro state governor Francisco Dornelles declared a state
of emergency to procure sufficient funding.

The financial emergency was swiftly answered by the central government, which disbursed $900 million to shore
up security and to complete an upgrade to the city's transport system. Brazil's  precipitous recession is one of several
issues to exert trouble on the Olympics, making both the event and the once-promising country a dicey proposition
for brands.

Um mundo novo
The city of Rio de Janeiro rather than the state is primarily responsible for producing the Olympic Games, but the
state is responsible for some expenses, including the metro line that will connect a cluster of venues to the rest of
the city.

Despite the declared emergency, Eduardo Paes, the city's mayor, said that the money shortage would not impact the
Games themselves. Instead, it would impact services, including public health, security and transportation.
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Rio is expecting half a million attendees for the Aug. 5-21 Olympics and Sep. 7-18 Paralympics. Security is a top
concern for every Olympics, as terrorists have long targeted the Games, but Rio's enormous crime rate elevates the
concern on a local level.
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Likewise, the fear surrounding the mosquito-transmitted Zika Virus, which has now been more conclusively linked
to microcephaly in newborns and can make pregnancy a risk for as many as two years, augment the need for
sufficient health measures.

Governor Dornelles is blaming the financial shortcoming on plummeting oil prices. Rio is the capital of Brazil's  oil
sector, but 2016 revenue has decreased by $2.5 billion approximately 70 percent compared to last year.
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In the first quarter of 2016, Brazil's  economy contracted by 5.4 percent. In addition to the oil sector, the steel industry
and automotive sector have also been hurt, and the once-promising economy is now approaching ruins.

President Dilma Rousseff is  currently undergoing an impeachment trial and has ceded powers to vice president
Michel Temer, who is also suspected of corruption. Throughout the country, politicians are being investigated and
inequality is mounting.

As long as the games commence as planned, sponsors and brands responsible for uniforms groups that include
Omega, Rolex, Stella McCartney, Ralph Lauren and Armani will see their sponsorship role continue as planned.
While there has been some chatter around Olympians sitting out the games due to fears of Zika, such a movement
has not gained significant traction.
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Similarly, tourism numbers could be slightly lower than expected if security issues are not convincingly addressed
and could adversely impact on-site sales. Even so, television ratings will ensure sponsors capture the maximum
number of eyes for the duration of the events and imbue the link in the minds of attendees and spectators.

Reversal of fortunes
After the games end, however, the question of how to position oneself in the imploding Brazil gets more
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complicated.

Despite the turmoil, luxury spending has recently increased. As a result of inflation, luxury spenders are now buying
within the country's borders rather than doing so abroad; however, the prospect of accessible luxury sales
increasing or of middle- and lower-class consumers climbing the income ladder are limited.

Recently, Brazil was touted as one of the best marketplaces for brands looking to grow.

In April 2015, U.S. fashion label Ralph Lauren opened its first Brazilian flagship location in the city of So Paulo.

The brand announced the store's opening on its social media channels to reach native Brazilians or consumers
who visit the country regularly. Ralph Lauren's latest store opening reinforced the brand's efforts to increase its retail
footprint internationally and in the Americas (see story).

Despite the dire outlook, some brands are looking to get involved in the nation in production in addition to sales
channels.

Automaker Jaguar Land Rover opened its first wholly owned manufacturing facility outside of the United Kingdom
earlier this month in Brazil.

The new $339 million plant and Education Business Partnership Centre in Rio de Janeiro will be focused on
producing Land Rover Discovery Sport and Range Rover Evoque models, Jaguar Land Rover's most popular vehicles
in Brazil. A milestone beyond the company, this facility represents the first time a British automaker has established
a plant in Latin America (see story).
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