BRAZIL OVERVIEW

Intro

Not many countries are named after commodities.  There is Argentina, from the Latin word for silver; Cote d’Ivoire, a reminder that nature’s endowments do not always lead to prosperity; Panama and Uruguay, whose names may come from indigenous words for fish; and also Brazil, which became known for its Brazil wood, the source of a valuable dye.

Prior to that Italian merchants apparently called it the land of parrots. Brazil has already lived through several commodities booms: Brazil wood in the 16th century; precious metals and stones in the 17th century, sugar in the 18th and coffee in the 19th. Yet none of them benefited the country as much as the current one.

The large discoveries of offshore oil made by Petrobras in 2007, which have generated so much excitement recently, have made it easy to forget that Brazil is already the world’s largest exporter of coffee, sugar, soya, fruits, chicken, beef and orange juice. It also exports vast amounts of iron ore, as well as other ores and metals. Its commercial forests are the source of much of the world’s pulp. If other countries opened their markets, Brazil would supply them with ethanol to fuel their cars too. Brazil produces 400.000 barrels of ethanol daily. More than 50% of Brazilian cars run with this green, renewable fuel. A history of booms and busts in the markets for raw materials is written into the country’s landscape.
Economy overview
According to the English magazine The Economist, Brazil, with a population of 192 million, will bypass England in 2015 and soon will be on of the five biggest economies in the world.
Brazil right now is self-sufficient in oil, and large new offshore discoveries in 2007 are likely to make it a big oil exporter by the end of the next decade. All three main rating agencies classify Brazil’s government paper as investment grade. For more than 50 years a debtor of international agencies, Brazil recently became a lender to the IMF, such at to Greece (US$ 200 million). As the whole world seemed to be heading into a long winter last year, foreign direct investment (FDI) in Brazil was 30% up on the year before-even as FDI inflows into the rest of the world fell by 14%. Nowadays Brazil is enjoying a new wave of trust and optimism as the world pours in money. According to IMF it has become the second largest destination for FDI flows into developing countries after China.
During latest crisis the economy shrank for only two quarters and is now growing again.
All this has brought sophistication and liquidity to Brazil’s financial markets. Sao Paulo’s futures and options market is one of the five largest in the world by volume traded.
Brazil’s banks are safe and their lending is well capitalized and profitable. Two thirds of Brazilian deposits are in local banks, which is unusually high for Latin America and a big change from the past, when anyone who had money kept it out of the country and in dollars.
National champions
For the first time Brazil has a crop of companies that can be described as multinationals. Some of them are already well known outside Brazil: Petrobras, the third biggest company in America (after Exxon and Apple); Vale, the second largest mining company in the world; and Embraer, the world’s 3rd largest maker of passenger jets.
Others may be familiar only to those who follow these sectors closely: Gerdau and CSN, two steelmakers; Marco Polo, a bus builder; Perdigao and Sadia (soon to merge into Brasil Foods) and JBSFriboi, all food companies; WEG, which makes electrical components; Odebrecht and Camargo Correa, two construction firms; Natura, a cosmetics maker; Votorantim, an industrial conglomerate; and Coteminas, a textile firm with branches in the USA.
In the most recent list of 100 companies from emerging markets that are evolving into multinationals compiled by the Boston Consulting Group, 14 are based in Brazil

One of the brightest example of grow is Vale story. At the beginning of this decade Vale was a State owned medium-sized mining company with a strong iron-ore business in Brazil and some interests in forestry and other bits and pieces. After privatization, the second biggest mining company with a market value of US$ 180 billion.
Infrastructure

Brazil has the world’s 3rd largest road network. 
Brazil’s ports are both more profitable than their peers elsewhere. Brazil is number two in airports in the world and has the second largest private planes fleet in the world.
Society
Middle class has increased from 42% of the population in 2004 to 52% in 2008. Middle Class covers households with a monthly income ranging from R$ 1,064 to 4,591 reais (about US$ $603,00 at current exchange rates). With the Bolsa Familia Program, 40 million people were rescued from poverty line.
Consumer credit has grown by 28% a year in nominal terms over the past three years.
From 2003 unemployment down on 25.8%, this is the same as giving jobs for 7.2% of the economically active population. In the first quarter of 2010, the number of jobs created was the same of the entire 2009.
International trade

Brazil’s imports and exports taken together were equivalent to 18.6% of its GDP in 2009, compared with 16.9% for United States.
For last decade total export grew three times, from US$ 55,118 billions to US$ 152,994 billions. 
Trade turnover for last decade with Russia grew from US$ 993 million to US$ 4,280 billion) and with China (from US$ 3,230 billion to US$ 36,101 billion). Thus, it has boosted four and 11 times, respectively.
The trade with Kazakhstan (US$ 37,328 million) and Central Asia in 2009 did not reflect its potential (Uzbekistan: US$ 13,770 million, Kyrgyzstan: US$ 6,343 million, Tajikistan: US: US$ 12,268 million; Turkmenistan:  US$ 5,613 million). It has made up only US$ 75,322 million, which is 2.6% of total trade turnover of Brazil (US$ 280,642 billion).
Down below some data on Brazilian regional trade inside MERCOSUL:

	
	GDP, $ bln
	
	
	GDP - per capita (PPP), $

	
	1991
	2009
	Growth, %
	1991
	2009
	Growth, %

	Brazil
	405.70
	1,482.00
	365%
	
	2721
	10200
	375%

	Argentina
	201.81
	301.30
	149%
	
	6333
	13800
	218%

	Paraguay
	6.25
	13.61
	218%
	
	1439
	4100
	285%

	Uruguay
	11.20
	31.61
	282%
	
	6091
	12600
	207%

	
	
	
	
	
	
	
	

	Total
	624.95
	1,828.52
	
	
	
	
	


	
	Bilateral Trade, $ bln
	

	
	1991
	2009
	Growth, %

	Brazil-Argentine
	3.09
	24.07
	780%

	Brazil-Paraguay
	0.72
	2.27
	317%

	Brazil-Uruguay
	0.75
	2.60
	347%

	
	
	
	

	Total
	4.55
	28.94
	636%
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Conclusion:

Until 10 – 20 years ago, the world power structure was divided as:

Peace and Security: the Permanent Members of the United Nations Security Council

Economy: G-7

Trade: QUAD (EU, USA, Canada and Japan)

The last decades has witnessed a change. The Economic G-7 is dead; the QUAD followed the same path. Today is impossible to discuss world trade and economic problems without the G-20.
From the Brazilian point of view, the new situation assures more democracy to world decisions and reinforces the notion of multilateralism. 

Following this trend, more than 50% of our trade is with developing countries and only 30% with developed ones. This was one of the main reasons for Brazil being one of the last countries to be touched by the last international economic crisis and one of the first to get out. 

We believe and defend South-South cooperation in political, economic and trade areas. That’s why I am here today once this region is Brazil’s number one partner in Kazakhstan. 

