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Main news

On Monday (11/04), the Minister of Agriculture, Tereza
Cristina, said that China has approved seven meat packing
plants in the state of Santa Catarina for the export of pig offal.

Exports can start immediately, she said on Twitter, adding that
the approvals were the result of negotiations during President Jair
Bolsonaro’s visit to China last month.

The following chart, based on DataLiner data from Datamar,
shows Brazilian beef, pork, and chicken exports from Brazil to
China from January 2015 to September 2019:

China pork (0203), beef (0201, 0202), & chicken (0207) import trends from Brazil | Jan
2015 to Sept 2019 | TEU & WTMT
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Ports, terminals and infrastructure

The municipality of Balneario Barra do Sul, on the north
coast of Santa Catarina, could get a port venture linked to a
business and services complex. The project is called “Super
Porto BBS".

According to potential investors, the business could occupy an
area of 25.5m m2. The planned investment amounts to R$4.8bn.
The large project foresees the construction in stages of 15 port
terminals to meet long-term demands arising from the expansion
of international business of companies in the region and
throughout the south of the country. The venture will have an
access canal that is 18 meters deep to ensure the transit of large
ships.

The port industrial complex will also have industries from
different segments and an area of export processing zone - an EPZ
- to serve exporting companies with tax advantages in the future.
The BBS port will have its own railway extension far from urban
areas and three road lanes for access to BR-101.

In addition, there are also areas for logistics services for 3,000
trucks, workshops, tire repair stores, shops, and hotels. The study
also foresees commercial areas, residential single family homes,
schools, a university, and a hospital. An area of 8.5m m2 will be
preserved.

It is worth noting that everything still has to be done: from the
first legal authorizations of the federal agencies operating in the
segment - such as the National Agency for Water Transport
(Antaq) to environmental agencies, such as Ibama, federal, and
IMA, state.

The north coast of Santa Catarina already has the private port
operating in Itapod; the public port of Sdo Francisco do Sul;
private terminals in Sdo Francisco do Sul, in addition to the
projected Porto Brasil Sul, also designed for Sdo Francisco do Sul.

Acu Petroleo, a partnership between the Prumo Group and
the German Oiltanking, hit a record in handling this year at
its terminal at Acu Port, in Sao Joao da Barra (R]). Since the
beginning of the year, more than 53m barrels have been handled,
surpassing the total registered in 2018, which was 40m barrels.

“We have an efficient and modern terminal that enables safe, fast,
and cost-effective operation for our customers. And, increasingly,
we realize that these differentials are essential in the decision
making of oil companies,” said Victor Snabaitis Bomfim, CEO of
Acgu Petrdleo.

The company, which plans to close 2019 with about 65m barrels
of oil handled, already has contracts with all oil companies that
perform export operations in Brazil. The last to operate at the
terminal was Repsol, which handled about 1m barrels produced
in the Campos de Sapinhoa (Santos Basin).

With a modern infrastructure and strategic location, close to
Campos and Santos basins, A¢u Petréleo Terminal conducts
transshipment operations in an area sheltered by breakwaters,
with ships surrounded by containment barriers and next to an
emergency response base, enabling reliable and safe operation
with less risk of impact on the environment.

With a depth of 25 meters and licensed capacity to move up to
1.2m barrels of oil/day, Agu Petréleo Terminal is the only private
terminal in the country with the capacity to receive Very Large
Crude Carrier (VLCC) class ships, considered the largest in the
world. Since it began operating in 2016, A¢u Petroleo has already
carried out 114 transhipment operations, 24 with VLCC vessels.

With the forecast of the increase of oil production and export
expected for the next years, Acu Petréleo is developing a project
to expand the services provided by the company. “Brazil has a big
challenge for the next 10 years, which is to invest in infrastructure
to support the growth in oil exports, which can reach almost 3m
barrels per day. In this context, Acu Petroleo is developing a
project that includes a tanking park and pipelines that will
connect Agu to the Campos Basin producing fields and also to the
refineries installed in the Southeast of the country,” said Bomfim.

In October, the first textile cargo units destined for Paraguay
were unloaded and released in the Port of Itapoa.

The operations were supported by the local Brazilian Federal
Revenue Customs Ordinance in Sdo Francisco do Sul, which was
responsible for all customs control.

With the success of the operation, it is expected that the terminal
will be able to move more containers to the neighboring country.

In September 2, the Port of Santos recorded the largest
monthly container movement in history, up 9% from
September 2018. There were 386,165 TEUs, a result just
below the registered number in August 2018 (387,791 TEUs).
In the overall total of tons handled, the result fell slightly, by 0.1%,
over the same period of 2018, to 11.57m tons.

The September result can mainly be attributed to the contractions
in bulk sugar (-34.6%), bulk soybean meal (-39.4%), and bulk
soybean (-34.9%) shipments, which was also reflected in the drop
in the total volume of shipments (-3.7%). The 38.2% increase in
corn shipments contributed to soften the overall result of this
cargo flow.
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a high of 31.4% (3.79m). The following came next: pulp (3.56m
tons, growth of 6.4%); diesel oil (landing load, with a 23.6%
increase and 1.72m tons); coffee (134% growth, 1.70m); citrus
juices (1.58m, down 7.6%), sulfur (landing, 1.27m tons, down
22.3%) and meat (1.18m, up 126.3%).
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Container handling, which grew 9% in the month, fell in the year,
totaling 3.06m TEUs, 1% less than in the same period of 2018
(3.09m).

The number of ships in the Port of Santos registered 3,616 berths
between January and September 2019, a 0.8% decrease compared
to the same period of 2018 (3,646 berths). This resulted in a
0.78% increase in average productivity with 28,421 tons per
vessel.

Chilean public ports activity decreased by 2.25% from
January to September 2019, compared to the same period of
2018.

According to the latest statistics from the Public Business System
(SEP), in the nine months already completed, the port enclosures
moved 36.18m tons against 37.02m tons on the same period last
year.

The drop in handling, at least in terms of tonnage, occurred in
almost all measured cargo segments except bulk. Thus, the overall
fractional load decreased from 4.29m tons in 2018 to 3.94m tons
in 2019. Meanwhile, containerized goods totaled 25.02m tons this
year and 25.42m tons last year.

Bulk cargo increased to 7.22m tons, compared to 7,21m tons last
year between January and September.

Container circulation (TEUs) at the Port of Victoria jumped in
2019: from January to September, cargo handling increased
by 13.8% over the same period of the previous year. There
were 170,670 against 149,923 in 2018, a difference of 20,747
TEUs. Container import and export services are concentrated at
the Terminal Vila Velha (TVV).
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The data are from Codesa’s Planning and Development
Coordination (Coplad).

The project aimed at concentrating the solid bulk rail
unloading on the Paranagua Export Corridor into an
exclusive modal hopper is gaining new momentum. After
three months of analysis of the proposal presented by the
Engineering and Maintenance Board, in partnership with Rumo,
the complex’s port operators are interested in moving forward to
consolidate the proposal.

Ports of Parana’s CEO, Luiz Fernando Garcia, has already received
some considerations, but the terminals have committed to bring
together their technical teams, with the public company’s
Engineering Directorate and Rumo, to define how aerial
connections would be made to the new hopper, the rail
connections, the best location and position of the rail terminal,
and also the operating rules of the new Corridor equipment.

“If we want to grow, as the forecasts indicate, we need to have
adequate rail reception. It is an important modal segment that
today, in the port, is still underused. Once we train and improve
the railroad, we gain the logistics of the port,” says the CEO of
Ports of Parana.

The project was presented by Ports of Parana to representatives
of the Paranagua Export Corridor Terminals during Atexp’s
monthly meeting in July.

The proposal is to build a hopper (facility to receive and dispose
of solid bulk to the conveyor belts) exclusively for the unloading
of trains in the Paranagua Port Export Corridor. The solid bulk,
such as soybean, corn, and bran, coming by rail would arrive in
this structure and follow to the terminals by conveyor belts.

In principle, it would be three independent lines of belts. Each can
hold up to 60 wagons of different products simultaneously. These
conveyor belts would be connected to the terminals leased by
Ports of Parana and the other terminals could be interconnected
to the system or operate together.

The project benefits the entire logistics chain - ports, operators,
transporters - with increased unloading capacity and reduced
costs, as well as for the entire community.

For the population, the immediate improvements generated by
this reorganization of the railway discharge in the Paranagué Port
Export Corridor will be the elimination of road and rail
interference; increased security; fluidity in urban circulation; and
noise reduction, especially those generated by train horns.

According to the director of the Board of Directors of the
Paranagud Export Corridor Terminals Association (Atexp), André
Maragliano, also manager of Cargill in Paranagud, with the
increased annual railway discharge, the perspective is to further
increase the movement through the Corridor. “Today we are
already hitting around 20m tons. The project allows us to move to
somewhere around 23 to 25 m tons, without other investments,
without the increase of new terminals,” he says.

A new meeting, already with the feedback from the interested
terminals, was scheduled for November 28th. “Now let’s sit down
together, terminals, Rumo and Appa, to find the best layout that
meets everyone’s needs, which will make this hopper and

conveyor belts that will connect it to all the terminals as viable,
efficient, and productive as possible,” says the operator.

Shippin

Hamburg Siid will apply additional charges to its customers
for the use of cleaner fuel starting on December 1st.

The carrier noted, in a statement, that the Environmental Fuel Fee
(EEF) will be applied as a result of the costs associated with the
new fuel, which will be used to comply with IMO 2020 regulation,
aimed at reducing sulfur emissions from fuels.

According to Hamburg Siid, the rates were calculated using the
price difference between high sulfur content fuel and low sulfur
content fuel.

The estimated difference is of US$193.08 per ton. In this regard,
the carrier indicated that, until a reliable price index for fuels with
a sulfur content of 0.5% is available, Hamburg Siid will have a
0.1% diesel rate deducted for US$50/ton.

Greek-flagged ship Bouboulina might be responsible for the
oil spill on the beaches of the Northeast, prosecutors said in a
statement sent to the Federal Court, that based the search
and operation carried out on Friday on two companies linked
to the vessel.

In court, the prosecutors narrate all the work that led to the
suspicion surrounding the vessel.

“In this regard, it is crystal clear that there is strong evidence that
NM BOUBOULINA, from DELTA TANKERS LTD., was the ship
involved in the oil spill that generated a marine pollution
unprecedented in Brazilian history,” the prosecutors said.

“There are also strong indications that the company DELTA
TANKERS, the NM BOUBOULINA commander, and crew have
failed to communicate to the appropriate authorities about the
leakage/release of ‘crude oil’ into the Atlantic Ocean that has
polluted hundreds of Brazilian beaches.”

At the request of the Federal Public Ministry, the Federal Court
authorized searches and seizures at Lachmann Maritime Agency
and Witt O Brien'’s, both based in Rio de Janeiro, which would
have links with the suspected oil tanker.

Federal Police Delegate Agostinho Cascardo, one of those
responsible for Operation Macula, under which the search and
seizure warrants were fulfilled, said that the two companies based
in Rio de Janeiro are not in the suspicion of the oil leakage, but
would have links with the Greek-flagged ship.

“The two companies are addresses that are linked to the company,
they are representatives, consulting companies, they are not in
principle suspects of crime. These are people who may have files
and data that are useful for the Federal Police investigation,” the
delegate told a news conference.

The delegate said he had sent five requests for international
cooperation to five different countries via Interpol to investigate
the ship who allegedly caused the oil spill in Brazilian waters. He
pointed out that this is one of the lines of the investigation.
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Cascardo said that, based on research data, the oil may have been
discarded between July 28 and July 29, 730 kilometers off the
coast of Paraiba. He said that it is not possible to know the reason
for the disposal of the material, since, although the materiality of
the crime is well defined, the circumstance of the crime is
unknown.

The delegate stated that the ship can carry 80,000 tons of oil, not
one of the largest for this type of use. “What has arrived on the
Brazilian coast is a small fraction,” he said.

Meat

BRF has signed a memorandum of understanding with the
Saudi Arabian Investment Promotion Agency (Sagia) to invest
about US$120m to build a chicken processing plant in the
country.

“The company estimates the value of the investment to be about
US$120m, which will allow BRF to expand and consolidate its
presence in the Saudi market,” said BRF in a securities document.

The idea is for the factory to produce breaded chicken, marinades,
hamburgers, among others. The investment comes amid the
Middle East’s efforts to ease its reliance on chicken imports.

In the Middle East, BRF has 5 factories and 11 distribution
centers, as well as over 6,000 employees.

Grain

Argentine corn exports reached a record between March and
October 2019, with 35.5m tons according to the Nation’s Ministry
of Agriculture, Livestock, and Fisheries.

Argentine maize sales reached 36.50m tons until October, which
meant a 69.7% increase over the same period of the 2016-17
harvest, when the record of 21.5m tons had been reached.

“This mark achieved by corn is the result of public-private
articulation and changes in public policies for the grain sector,
after the government eliminated taxes and limits that many years
ago reached their shipments, added to technology,” said the
Minister of Agriculture, Livestock, and Fisheries, Luis Miguel
Etchevehere.

Considering the volume of corn shipped between March 1 and
October 15, 2019, 27.35m tons left Argentine ports, against
19.36m tons shipped during 2017, the year of the last record in
that same period. Thus, there was a 41.3% increase in shipments
compared to the previous record.

Also, according to the country’s Ministry of Agriculture, “the
excellent prospects for exporting Argentine corn are also
projected for the 2019/20 crop, as so far exporting companies
have registered sales totaling 11.40m tons, against the 4.31m
tons, corresponding to the 2018/19 harvest, registered on the
same date.”

“On the other hand, Argentinian corn reaches 106 destinations so
far, consolidating itself as the third world exporter of the product,
with great recognition for its quality,” added the Ministry.

Soybean planting in Brazil reached 46% of the estimated
area for the 2019/20 crop, which began to be planted in mid-

September, lower than the 60% seen last year, said AgRural
on Monday (11/04), citing the scarce rainfall.

Despite the slower planting rate compared to 2018, the works
exceeds the five-year average for the period, at 45% of the
estimated area, AgRural added.

This season, Brazil is expected to reap a record crop of 121m tons,
after a 1.3% increase in planted area to 36.4m hectares.

With 84% of the planted area in Mato Grosso, the main grain
producing state in the country, and an increase of rainfall in
Parand, where planting reached 60% of the area, now all eyes turn
to Mato Grosso do Sul, according to AgRural.

Although planting advanced well last week, to 58% of the area,
the state received little rainfall, which forced some farmers to
replant, AgRural said.

There are also concerns about planting the country’s second corn
crop, which occurs after the soybean harvest, the consultancy
said, referring to the situation in Mato Grosso do Sul.

If the rains expected this week are confirmed, sowing of soybeans
in southern Mato Grosso do Sul will end within the first half of
November, allowing corn to be planted within the normal window
of the region, which runs until mid-March, added AgRural.

However, the ideal would be that the planting of the “small
harvest” of corn would occur until the end of February, to avoid
the productivity from being more susceptible to the reduction of
rainfall and possible frosts from May, concluded the consultancy.

Minister Tereza Cristina (Agriculture, Livestock, and Supply)
announced on 10/30, during the meeting of the National
Council of State Secretaries of Agriculture (Conseagri), the
approval by the Senate of a loan of US$195m from Inter-
American Development Bank (IDB) for investments in the
Brazilian agricultural defense system.

“Yesterday I received the good news, after suffering and sweating,
that we were finally able to approve a Senate funding of US$195m
to help the Brazilian health defense,” she told state secretaries
gathered at Mapa headquarters in Brasilia. “It is not a grant, but it
is at low interest rates, and this is very important to organize the
health system as a whole,” added the minister. “We will now fight
in the Ministry of Economy for this money to come (soon).”

Tereza Cristina asked the agriculture secretaries to warn the
governors about the importance of the health issue. “We need to
work under the same norms. We cannot have two Brazils in
sanitation,” warned the minister. “It is up to us to bring income
and new investments. We have to think big,” she said, referring to
the possibility for all Brazilian states to export their agricultural
products, especially to China, Brazil’s main trading partner.

“We are setting up at the Ministry a China core that will work in a
half day and half night time zone to serve them, so we have to
deliver,” she said. Tereza Cristina reported that during the
meeting in Beijing last week, Chinese President Xi Jinping asked
President Jair Bolsonaro to help solve their problem (animal
protein supply caused by the decimation of part of the herd
affected by African swine fever). “He (the Chinese president)
asked Brazil to enable more plants to export meat to China; we
were able to authorize 25 refrigerators; they want more,” she
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said. “We can grow a lot more in other chains besides meat,
soybeans, corn, and cotton - and not just for China,” added Tereza
Cristina. The minister also informed that the Chinese want to
import coffee from Brazil. “Help us bring more coffee to China.
That’s what I heard,” she reported.

“It’s up to us to be proactive,” warned the minister. “It’'s no use
thinking that the Chinese need our animal and vegetable protein if
we don’t have sanitation. It is no use having good production and
good hygiene if we do not answer the questionnaires (sanitary,
required for export). We will end up leaving room for others who
can fill paper better than we do; help me with that,” she appealed
to the agriculture secretaries.

The Senate’s authorization for the Brazilian government to
contract up to US$195m in foreign credit operations with the
Inter-American Development Bank (IDB) was published in today’s
Official Gazette. The proceeds of the credit operation are intended
to partially finance the Agricultural Defense Modernization and
Strengthening Program - ProDefesa.

World coffee production in coffee year 2018-2019 amounted
to 168.72m 60kg bags, of which 102.68m bags are arabica
coffee, equivalent to approximately 60%, and 66.04m bags
are robusta coffee, equivalent to approximately 40%. If a
comparison is made with the previous coffee year, whose harvest
was 162.85m bags of coffee, being 100.88m of arabica coffee and
61.90m of robusta coffee, it appears that these volumes represent
increments, respectively, of 3.7% of total production, 1.8% of
arabica coffee volume and 6.7% of robusta coffee volume.

Specifically in relation to robusta coffee, it has been observed that
in coffee year 2018-2019 the volume produced in the world
increased by 4.14m bags compared to the 2017-2018 volume. In
this same context, it can be seen that the Brazilian production of
robusta coffee had a similar volume increase, because in 2017 the
harvest was 10.72m bags and in 2018 it was 14.17m bags, which
generated a physical increase of 3.45m bags. This increase in
Brazilian robusta coffee production indicates a recovery in the
harvest of this type after the severe drought that occurred in
previous years in Espirito Santo, Brazil’s largest producer of
coffee, which negatively affected production.

Thus, given the significant participation of Brazil in world coffee
production, which accounts for approximately 1/3 of world
production, it can be inferred that this increase in the Brazilian
crop has contributed to the increase in world robusta coffee
production. Extrapolating this same analysis for the Brazilian
robusta coffee crop in 2019, it is also possible to deduce that the
increase in robusta coffee production should not have such
expressive growth in this crop, which is estimated at a volume
equivalent to 14.52m bags, that is, growth of only 2.5% compared
to 2018.

The data and statistics on world and Brazilian coffee growing that
allowed these analyzes to be made were extracted from the Coffee
Market Report September 2019, from the International Coffee
Organization - ICO, and from the Brazilian Coffee Monitoring -
Third Survey - September 2019, from National Supply Company
(Conab). These documents are available in full at the Coffee
Observatory of the Café Research Consortium, coordinated by
Embrapa Café.

According to the mentioned Coffee Market Report September
2019, supply growth in coffee year 2018-2019 was reflected in

the increase in exports, since in the first eleven months of this
coffee year the volume sold abroad was 9.2% higher than the
coffee year 2017-2018, with 120.28m bags shipped. From October
2018 to August 2019 Arabica exports exceeded the same period of
2017-2018 by 11.3%. Robusta shipments increased by 5.6% to
42.84m bags in the first eleven months of coffee year 2018/19.
For the purposes of this analysis, the ICO coffee year covering the
period from October to September is being considered.

Coffee
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In the same context of world coffee production performance, in
relation to consumption alone, the Organization estimates that
global coffee consumption will increase by 2.1% in this coffee year
of 2018-2019, as it should reach a physical volume equivalent to
164.82m 60kg bags. Stratifying this global volume of
consumption, the ICO points out that consumption in importing
countries increased 2.4%, reaching 114.51m bags, which
corresponds to 69.5% of consumption on the planet. And, in
relation to exporting countries (coffee producers), consumption
increased by 1.3% to 50.31m bags, representing 30.5% of world
consumption.

Ores

Vale may once again operate the Alegria mine in the Mariana
Complex in Minas Gerais, which was closed in March 2019. The
company said today (11/01) that it has received the Mine
Operations Interdiction Term by the National Mining Agency
(ANM), suspending the effects of interruption in the operation
made at that time.

According to the company, the authorization releases the capacity
of about 8m tons of iron per year (Mtpa) of the approximately
50m (Mtpa) that were paralyzed, as presented in Vale’s 3Q19
Performance Report and will enable the partial return of the dry
operations at the Alegria mine. “With the resumption,
approximately 42 Mtpa of iron ore production capacity is still
paralyzed,” Vale said in a statement.
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To ensure a safe return to operations, Vale estimated the increase
in production volume in 2019 to be 1 Mt, with no impact on
expected total sales this year. The increase in production will
occur in the coming years.

“For the next few years production will gradually return, in
addition to the margin over volume strategy,” said Vale.

Vale has, however, confirmed its guidance [of the company’s own
estimates for future results] “of iron ore and pellet sales of 307-
332m tons for 2019, expecting them to be within the lower limit
and center of the estimate.”

On 10/31, Vale informed that it has preventively triggered the
Level 1 emergency protocol of the Forquilha IV dam, located at
Mina Fabrica, in Ouro Preto (MG). According to the National
Mining Agency (ANM), the protocol does not require evacuation of
the population downstream of the dam.

The decision is a precautionary measure, derived from Vale’s own
assessment, and agreed on with external enforcement agencies,
due to an anomaly identified at the dam during routine inspection.
With the new facts observed, the expectation is that the
structure’s Statement of Condition of Stability (DCE) becomes
negative. The Forquilha IV dam has not received tailings since
February this year.

According to Vale, the triggering of Level 1 of the Forquilha IV
dam does not impact the 2019 production plan, and it is certain
that the plan to resume production of approximately 50 Mt
remains unchanged, as presented in Vale’s Performance Report of
3Q19, as it does not foresee the disposal of tailings in the
structure in the coming years.

Trade

Fiat Chrysler and Peugeot’s parent, PSA, plan to join forces in
a merger of equals that will create the world’s fourth-largest
carmaker, seeking the scale to fund heavy investments in
new technologies and cope with slowing demand.

Fiat Chrysler (FCA) and PSA announced on 10/31 that they intend
to reach a binding deal to create a US$50bn automotive group that
will have shares listed in Paris, Milan, and New York. The chief
executive of the new group will be current PSA chairman Carlos
Tavares and the chairman of the board will be current FCA
chairman John Elkann.

In Brazil, the combined group is expected to surpass General
Motors and Volkswagen in vehicle sales. From January to
September, FCA and PSA registered 395,500 licenses compared to
GM'’s 345,750 and Volkswagen group’s 304,600, according to
Fenabrave data.

In Brazil, Fiat’s largest market outside Italy, FCA has two vehicle
factories - Betim (MG) and Goiana (PE) - with a total capacity of
about 1m cars per year, as well as two engine factories capable of
producing 1.4m thrusters each year. PSA has an automotive hub
in Porto Real (R]), including vehicle and engine factories.

The group will feature the brands Fiat, Jeep, Dodge, Ram, Chrysler,
Alfa Romeo, Maserati, Peugeot, Citroen, DS, Opel, and Vauxhall,
including popular, luxury cars, SUVs, and commercial vehicles.

The announcement came less than five months after the FCA
dropped talks on a merger with Renault.

With the merger, FCA will have access to PSA’s most modern
vehicle platforms, helping the group comply with stricter
pollutant emission standards, while Europe-focused PSA will
benefit from FCA’s lucrative business in the United States and in
large markets like Brazil.

Jefferies analyst Philippe Houchois said the achievement of a
merger of equal parts means PSA will pay a 32% premium to take
control of FCA.

FCA shares jumped more than 11% in Milan while PSA shares in
Paris plunged as much as 14%.

PSA and FCA said they expect to conclude the deal in the coming
weeks. The deal will create a group with sales of 8.7m vehicles per
year that will be behind Volkswagen, Toyota, and Renault-Nissan.

The two automakers, which also have vehicle factories in Brazil,
aim to save 3.7bn euros, of which 80% will be achieved in the first
four years of the deal. The companies did not mention closing
factories.

Chile has given up hosting an Asia Pacific Economic
Cooperation (APEC) trade summit in November and the
COP25 climate summit in December because of several weeks
of violent riots, President Sebastian Pifiera said on 10/30.

The APEC summit would bring together 20 world leaders,
including US President Donald Trump and Chinese President Xi
Jinping in November 16 and 17. The United Nations Conference
on Climate Change (COP25) would have happened from
December 2 to 13.

“This was a very difficult decision, a decision that causes us a lot
of suffering because we fully understand the importance of Apec
and COP25 for Chile and the world,” Pifiera said in a short
statement at the La Moneda Palace in Santiago.

Riots, arson, and anti-inequality protests this month left at least
18 people dead, 7,000 arrested and damages of about US$1.4bn to
Chilean companies. The subway in the capital suffered at least
US$400m in damage.

In a scenario in which Pifiera’s popularity has reached its lowest
level, Chileans are calling for new protests and the United Nations
is sending a team to investigate allegations of human rights
abuses.

The cancellation of the trade forum took the Trump government
by surprise, a White House official told Reuters.

The official said Washington learned of the decision through news
reports and is seeking more information.

An unprecedented survey by the National Confederation of
Industry (CNI) with leading Brazilian exporters to the
countries of Mercosur, Argentina, Paraguay, and Uruguay
showed that over 60% of them face customs difficulties to
enter neighboring economies. Companies complain of the
excessive time for the clearance of goods, excessive
documentation, formalities, and fees and charges, in addition to
the lack of transparency in the norms.
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According to CNI's Director of Industrial Development, Carlos
Abijaodi, this problem will only be reduced with the signing of the
Trade Facilitation Agreement between Mercosur members. The
deal reduces bureaucracy and attacks the main common non-tariff
barriers between partners. The industry is expected to sign this
agreement at the presidents’ summit in early December. It would
be the first major delivery of the Bolsonaro government in
Mercosur.

“Mercosur customs rules need to be modernized. There are
commitments that the four countries in the bloc have already
adopted in other international agreements, but have not yet
negotiated with each other. Brazil needs an ambitious facilitation
agreement, with concrete definitions of deadlines, and tax cuts
and bureaucracy commitments to boost trade and integration in
the region,” says Carlos Abijaodi.

Brazilian exporters are still paying taxes that are not consistent
with international rules for exporting to Argentina, Paraguay, and
Uruguay. These include the 2.5% statistical rate for exports to
Argentina, the consular rate for Uruguay, which can reach 5%, and
for Paraguay, it ranges from US$2 to US$30 per document, such as
a commercial invoice, certificate of origin, and bill of lading.
Bilateral agreements with other countries (such as Mercosur-EU
and Uruguay Mexico) already exempt exporters from these
countries from these taxes in Argentina and Uruguay, which puts
Brazil at a disadvantage.

The losses of Brazilian exporters in 2018 alone exceeded
US$500m. “It makes no sense for Brazilians to pay a fee within
Mercosur that their competitors are exempt,” adds Abijaodi.

The trade facilitation protocol may also shorten the deadline for
the release of goods, which according to exporters’ report today
can reach 30 days in Argentina and Paraguay and 20 days in
Uruguay.

The Protocol may also further increase transparency in the block.
More than 50% of exporters say that the lack of transparency and
information about fees, charges, and rates on the official website
is the main problem related to information disclosure in
Mercosur. Entrepreneurs also face data difficulties on export
procedures and rules for the classification and valuation of goods
through official channels.

For CNJ, to be innovative, the agreement must include devices
with common criteria and a joint schedule in the development of
the Single Window and Authorized Economic Operator Programs.
The industry needs these models to communicate to reduce
import and export lead times.

For the Brazilian industry, the agreement should also provide
customs clearance within 48 hours after the arrival of goods,
standardization of records and certifications, and maximum
deadline for the collection of fines for violation of customs rules.
Another expectation of the industrial sector is that the fees and
charges are disclosed to the user on the official websites of the
countries, in an organized structure and in the official languages
of the bloc. “Mercosur is important for the Brazilian economy, we
need to accelerate and innovate in this agreement,” explains the
director of CNI.
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