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We will define a new geography of trade.
President Lula, shortly before his visit to China in May 2004

Brazil and China are materializing their
strategic leadership.

Senior diplomat, April 2004
Billions in Chinese invesment!

Press headline, May 2004
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China is an unfair competitor.

Representative of the machinery industry, March 2005

Safeguards must be applied to shield our
Industries against Chinese competition.

Speech by the chairman of a major business organization, June 2005
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Sino-Brazilian trade
(USS$ millions)
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The new geography of trade?

Trends in China’s agricultural trade (US$ millions)
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The new geography of trade?

15% -

Consumption of chosen agricultural products
12% - Annual average growth (1995-2003)
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The new geography of trade?

Brazil’s participation in China’s agricultural imports - 2003
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The new geography of trade?

Impact on metal markets

Copper Demand by Decade Aluminium Demand by Decade
7000 18000 -
6000 | |mChina 16000 1 (g china
14000
5000 | mOther W Other
0 « 12000
Q (]
€ 4000 1 € 10000 -
L 2
S 3000 - g 8000 -
e < 6000 -
2000 -
4000
1000 7 2000 -
0 0
1950-  1960-  1970-  1980-  1990-  2000- 1950-  1960-  1970-  1980-  1990-  2000-
1960 1970 1980 1990 2000 2010 1960 1970 1980 1990 2000 2010
Nickel Demand by Decade Zinc Demand by Decade
600 - 4000 -
500 /| |EChina 3500 7 | mchina
W Other 3000 -+ W Other
$400 1 & 2500 A
c c
c
2300
o
]
= 200 |
100
O -
1950-  1960-  1970-  1980-  1990-  2000- 1950-  1960-  1970-  1980-  1990-  2000-
1960 1970 1980 1990 2000 2010 1960 1970 1980 1990 2000 2010

Source: Jim Lennon, MacQuarie Bank

‘y

CONSELHO
EMPRESARIAL
BRASIL-CHINA

A e R EE
kR )



The new geography of trade
n economic rel

Is Sino-Brazilian trade unbalanced?
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Imports from chosen countries

ade?

World imports and country participation
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The new geography of trade?

Imports from chosen countries World imports and country participation
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The new geography of trade?

Evolution of technological sophistication of Chinese exports
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1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

Chinese exports
X
capital source

[[] National

Foreign

Industrial
goods
43,0%

57,0%

High
tech

15,0%

85,0%

‘ CONSELHO
(( ‘» EMPRESARIAL
2V BRASIL-CHINA

B G- 6 el B B 2



The new geography of trade?

Market access importance and negotiation priorities
Export partners measured by market size and import dynamism

Import market size

Import growth rate
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The new geography of trade?

Chinese investment in South America — 2004 announcements

. Brazil — railways, transportation infrastructure, steel, gas, alumina, ,
mining, farming

. Argentina — Treasury bonds (?), gas, farming
. Chile — copper

. Peru — mining, gas (?)

. Venezuela — oil (long-term supply contracts)



The new geography of trade?

Conclusions

» Imports are growing at a staggering pace in both value and market share

» China is replacing more traditional suppliers of manufactures

» Investments announced in 2004 failed to materialize. But a second, more
modest wave of investments is likely.
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An overview of Sino-Brazillan economic relations
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The new geography of trade?

Divergencia estadistica
Productos importados por Brasil de China (US$ millones)

Productos quimicos Confecciones Confecciones Calzados Autos y
organicos de malla excepto de malla partes

H Datos Brasil (SECEX)
| Datos China (China National Customs)

Fuente: SECEX y China Customs Statistic Yearbook / Elaboracion: Consejo Empresarial Brasil-China
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The new geography of trade?

Divergencia estadistica
Productos importados por Brasil de China (%)
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Productos quimicos Confecciones Confecciones Calzados Autos y
organicos de malla excepto de malla partes

H Datos Brasil (SECEX)
| Datos China (China National Customs)

Fuente: SECEX y China Customs Statistic Yearbook / Elaboracion: Consejo Empresarial Brasil-China
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The new geography of trade?

Hacia la apertura - productos con fuerte desempeno

Petréleo y derivados

270,5

Tabaco

Maquinas, herramientas e aparatos mecanicos
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The new geography of trade?

Consumo agricola - productos seleccionados
Tajas promedias de auto-suministro en Brasil y China, 2001-2003
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The new geography of trade?

Niveles de proteccion: aranceles agricolas (2004)

Brasil China India EEUU UE 15
Arancel promedio (%) 10 18 37 12 30
Arancel maximo (%) 55 71 182 350 277
No. De lineas > 30% (1) 4 130 108 167 633
Total de lineas 959 1044 690 1829 2091
arancelarias (2)
Relacion (1) / (2) 0,4 12,5 15,6 9,1 30,3

Apuntes
- aranceles convertidos en equivalentes ad valorem
- en el caso de China, fueron considerados los aranceles al final del periodo de transicion de las reglas de la OMC
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Appendices

An overview of Sino-Brazilian economic relations
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The new geography of trade?

Qué estrategias empresariales adoptar frente al ascenso Chino?

» Conocimiento y preparacion: insercion creciente del “factor China” en el
planeamiento estratégico empresarial

» El ascenso Chino es un hecho — no desaparecera con defensa comercial

» Principal riesgo de corto plazo: pérdida de participacion en terceros mercados
» Promocion de ventajas competitivas nacionales

> Politicas publicas mas favorables a la inversion nacional y extranjera

» Desarrollo de nichos competitivos

> Insercion competitiva en el mercado chino: promocion comercial e inversiones
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The new geography of trade?

Proyectos estrategicos chinos — petroleo y gas




