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Brazil in Scale and Size

 Brazil’s leading role in feeding the world
 World’s largest producer of coffee, sugarcane and oranges

 World’s largest commercial cattle herd (50% larger than U.S.) The country also 
became world leader in beef exports in 2003 after surpassing Australia

 World’s largest exporter of ethanol, Soybeans, sugar cane, and frozen chickens

 The world’s 3rd largest user of fertilizers

 Low relative land values, favorable climate, modern technology and professional 
management will ensure that it be a primary supplier of additional acreage to feed 
the world and produce bio-fuels

*(includes about 27 million hectares of cultivated grassland) 

(Source: CIA Factbook)
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Land (sq km) Arable Land Irrigated land sq km 
(2003) 

Workforce in 
Agriculture

Brazil 8,456,510 6.93% 29,200 20%

Australia 7,617,930 6.15%* 25,450 3.6%



A Story of Potential
 But the real potential of Brazil still lies untapped…
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Brazil's agricultural potential has yet to be fully exploited. The country is larger than 

the USA's lower 48 states, and today grows crops on only 19% of its 790 million 

cultivable acres. 



Converting Pastures
 Further expansion is possible 

without any encroachment on 
the Amazon rainforest. The 220 
million hectares of breeding 
pasture are becoming more 
efficiently run allowing 
agriculture to move into these 
areas without opening up new 
land to deforestation.
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Agriculture’s Importance to Brazil
 Production agriculture accounted for 9 percent of the country’s gross 

domestic product (GDP) in 2005
 but with the associated supply chain, the agro-food sector (production agriculture, 

processing, and distribution) accounts for nearly 27 percent of total exports two-thirds of 
its total trade surplus. It also employs 18 million people, equivalent to 37 percent of the 
labor force. 
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The agro-food sector, which was valued at US$254 billion in 2005, accounted for 28 percent of the countryôs GDP.



Grains Production
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Trading Partners
 Soaring demand in China has been at the root of much 

of Brazil's export growth. At US$27.5 billion, Brazil's 
agro-food trade surplus is the largest in the world.
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1. United States (18.9% of 

total exports)

2. Argentina (8.4%)

3. China (5.7%)

4. Netherlands (4.5%)

5. Germany (4.2%)

6. Mexico (3.5%)

7. Chile (3.1%)

8. Japan (3.0%)

9. Italy (2.7%)

10. Russia (2.5%)



World Food Exporters
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Historical Context
 Brazil was under military rule until 1985, and ratified the current constitution in 1988.

 )Î ÔÈÅ ΫγγΪȭÓ ÔÈÅ ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÍÁÃÒÏÅÃÏÎÏÍÉÃ ÅÎÖÉÒÏÎÍÅÎÔ ×ÁÓ ÎÏÔ ËÉÎÄ ÔÏ ÅÍÅÒÇÉÎÇ 
economies. Financial turmoil from Asia to LTCM to the Russian debt crisis of 1998 
posed enormous macro economic challenges that were not well met by the young 
democracy.

 6ÏÌÁÔÉÌÅ ÉÎÔÅÒÎÁÌ ÍÁÃÒÏÅÃÏÎÏÍÉÃ ÃÏÎÄÉÔÉÏÎÓ ÉÎ ÔÈÅ ΫγβΪȭÓ ÁÎÄ ÅÁÒÌÙ ΫγγΪȭÓȟ ÓÕÃÈ ÁÓ 
four-digit hyperinflation, further discouraged trade.

 1994 was a turning point for Brazilian economic growth with the ratification of the 
Ȱ0ÌÁÎÏ 2ÅÁÌȱ ×ÈÉÃÈ ÉÎÔÒÏÄÕÃÅÄ Á ÓÔÁÂÌÅ ÃÕÒÒÅÎÃÙ ÁÎÄ Á ÒÁÎÇÅ ÏÆ ÅÆÆÅÃÔÉÖÅ ÉÎÓÔÉÔÕÔÉÏÎÁÌ 
reforms that set the stage for the growth to come.

 The new millennium brought the rise of China and a worldwide demand spike for the 
very raw materials that Brazil has always been know for. This has led to the biggest 
rise in real GDP in modern Brazilian history.
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Some Barriers to growth Remain

 Brazil's infrastructure and tax burden pose barriers to 
long-term growth and the country needs more 
investment.

 The government's relatively low infrastructure spending 
increases the cost of shipping goods via potholed roads 
and choked ports according to Reuters. It also reduces 
the competitiveness of exports - especially the farm 
goods driving Brazilian growth.
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The “Custo Brasil”

 There remains the notorious "Brazil Cost," 
which businessmen describe as the added 
burden of trying to get anything 
accomplished in this bureaucratic 
economy. 

 Even this is changing…

 In 2005, it took 39.5 days to open a 
business by 2008 it had dropped to 
20.3

 Outside Investors will profit from a strong 
local partner with knowledge and ability to 
get things done.
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How do you get from farm to port 
when you have roads like these?

Brazil's BR163 highway

Port of 

Santarem



Infrastructure Challenges
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ÅSome farm commodities travel 1,000 miles or more over poor and highly 

congested roads to reach the port. 

ÅLess than one-quarter of national roads are officially deemed in good 

condition in Brazil. 

ÅRecent studies have shown that the cost for logistics when exporting 

soybeans from Brazil is, on average, 83 percent higher than in the United 

States and 94 percent higher than in Argentina. 



Booming Investment

 Foreign Direct Investment has 
averaged US$30 Billion per year 
for the past decade up 
dramatically from years past.
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Ramping up Infrastructure Spending

 Government (PAC) “Programa 
de Aceleração do Crescimento” 
to spend US$236 billion over the 
next 4 years on infrastructure.

 Private companies VALE, 
Caramuru Alimentos, and 
Petrobras together expect to 
spend over US$10 billion a year 
on roads, ports, and rail 
improvments.

 Agricultural remains a major 
benificiary of both private and 
public spending
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Grain Strorage
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ÅBanco do Brasil has a credit 

line specifically to finance 

investments in storage. 

ÅñBrazil has about 100 million 

tons of agricultural storage 

capacity, about 40 million 

tons less than it needs to 

reduce loss from spoilage 

and to take the best 

advantage of price 

fluctuations.ò
economist Jose Vicente Caixeta of the 

University of Sao Paulo's agricultural school.



New Partnerships
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New partnerships are needed to make 

improvements to and expand Brazilôs agricultural 

capacity. Companies from different areas of 

production, construction, logistics, and finance all 

share a common vision of making Brazil a more 

efficient and predictable environment in which to do 

business. More local and international partnerships 

would allow for the scale and cooperation required 

to truly exploit Brazilôs potential.



Interest Rates in Brazil

 The highest real 
interest rates in the 
world lead farmers to 
seek alternative 
methods of financing.
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Agricultural Finance
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In Brazil, financing for 

Agriculture comes from three 

sources:

1. SNCR Government loans 

(26 Percent)

2. Input Suppliers and 

Trading Houses (20 

percent)

3. Commercial Banks (54 

percent)

Agricultural Financing in Brazil



Sistema Nacional de Crédito Rural(SNCR)

 Over US$27 Billion disbursed through Banco do Brasil
and Bradesco at a total interest rate of 9.75% p.a. 

 These loans are limited to a maximum of R$300,000 and 
therefore only benefit the small farmers
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Input Suppliers and Trading Houses 

 A primary source of funding for mid sized agricultural 
businesses. These loans are issued at near commercial 
rates; currently 12% - 15% p.a. Major players in this 
segment include ADM, Bunge, Cargill, Syngenta and 
Bayer.
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Commercial Banks

 Including Rabobank, Arab Banking Corp., Santander are 
all active in the agriculture finance space. These are 
commercial loans subject to credit requirements and 
often bear interest rates of 15% or more.
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New Financial Partnerships
 New private partnerships are being developed in 

response to tighter credit markets. 

 One concept being developed in Brazil is the payment 
of all up front production costs in exchange for a set 
share of the farmers output. This can result in favorable 
returns for the grower and increased margins and 
hedging possibilities for the underwriter.

 Brazilian agro-business is increasingly open to creative 
solutions in finance.
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New Frontiers
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ñNo Tillò Planting in Mato Grosso



Opening new Land
 The MATOPI (Maranhão, 

Tocantins, Piauí) region 
has a favourable climate 
and soils and is suitable for 
agriculture. Its 
development has been 
hampered so far by a lack 
of logistical infrastructure, 
especially port facilities 
and adequate rail capacity. 

 Various infrastructure 
projects in the region are 
expected to change these 
dynamics and foster 
production.
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MATOPI
 World supply and demand 

dynamics indicate that projected 
world soybean demand increases 
of 10 million tonnes per annum are 
most readily met by increased 
supply from Brazil.

 Internal Brazilian factors mean 
that this supply is most likely to be 
sourced by increasing production 
from the currently 
underdeveloped northern states of 
Maranhão (MA), Tocantins (TO), 
and Piaui (PI) (collectively 
MATOPI). 
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MATOPI

 Large areas of production are 
being developed in remote areas 
more than 1.500 km from ports. 

 High inland freight costs made 
worse by the rising currency, are 
pushing crush capacity and 
meat production inland:

 Areas close to ports are 
becoming more and more export 
orientated

 Areas away from ports are 
becoming more  geared towards 
the domestic markets
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Port of Itaqui
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A tender has been 

announced by the port 

authorities for the 

construction of new port 

facilities to greatly 

increase the handling 

capacity of grains and 

minerals

Voyage times to 

Europe (Rotterdam) are 

also significantly shorter 

from Itaqui ; 17 days 

voyage time, as 

opposed to 23 from 

Santos or Paranagua.



Rail Corridors
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Vale is the worldôs second largest miner and manages the largest railroad network in Brazil. 

This network includes the countryôs most efficient : the Carajás Railroad (EFC), with 892 

kilometers of track, links the interior of Pará (Northeast of Brazil) with to the main seaport of 

the Northeast Region in São Luís, Maranhão.  Recent upgrading and expansion have reduced 

the regionôs reliance on trucks and poor roads, and has also led VALE to seek more 

agricultural cargo to recoup the costs.



The Final Link
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North-

South 

Railway

Carajás

Railroad

ÅThe Carajás line in turn connects, in 

the town of Açailândia, with the famous 

ñNorth-Southò line purchased by Vale in 

October of 2007. The North-South, 

started in the 1980ôs, has long been 

considered a crucial link. It will 

efficiently connect the vast areas of 

central Tocantins and Goiânia with the 

port cities of Belem and Itaqui and the 

export markets that lie beyond.  An 

investment of R$900 million allocated 

to the line will allow VALE to complete 

the final link by the middle of 2009. It is 

expected to cut freight costs in the 

region by at least 30%.

ÅWith this line in place, Brazil will finally 

have a continuous rail line cutting 

through the center of this vast country 

from the northern ports to the southern 

coast.



Sustainable Fuel

 In addition to the widely publicized petroleum finds of 
recent years Brazil is also a world leader in the use of 
renewable fuels.
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Bio Fuels (Ethanol and Biodiesel)
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In 2008 Brazil produced 26.4 billion litres of 

Ethanol and 840 Million litres of biodiesel. 

In conjunction with legal mandates both state 

and federal governments have increased 

incentives and financing available for firms 

contributing to all aspects of the production of 

biofuels.

Nearly all ethanol production in Brazil is done 

using Sugar Cane, a much more efficient input 

than corn.

. With the arrival of 2nd generation biofuels

and non food feedstocks jatropha and castor, it 

is possible Biodiesel could represent as much 

as 20% of all on-road diesel used in Brazil, 

Europe, China and India by the year 2020.



Ethanol
 Ethanol production is growing quickly and has over 30 

years of history being used as a fuel here in Brazil
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FlexFuel Cars
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Around 90% of new cars sold in Brazil are ñFlex-Fuelò Able to run on gasoline or 

ethanol or any combination of the two. As older cars are retired and more flex fuel 

cars hit the road the demand for ethanol as a cheap alternative to gasoline will 

continue to climb.



Soybeans
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Soybean is Brazilôs 

largest agriculture 

product:

- Heavily export 

orientated,

- Enjoys liquid 

market and 

sophisticated 

pricing
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Soybean Production 
Expanding
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Soybean Production Costs

 Despite rising costs and an appreciating 
currency, production costs remain 
competitively low
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Corn Distribution
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Brazilian corn production 

is centered on the South 

and South East with the 

state of Mato Grosso

and itôs strong 

agricultural sector 

making significant 

contributions as well.

Source: CONAB

Elaboration: CONAB



Corn
 Corn Yields remain well 

below U.S. averages 
leaving plenty of scope for 
efficiency improvements. 

 These include:

 Increased use of Bt 
corn will reduce corn 
borer insect loss 

 Increased use of 
fertilizer if given 
greater access to 
capital
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Corn Production
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Cattle
 Brazil boasts the 

largest commercial 
herd in the world.

 Periodically suffers 
from bouts of animal 
health issues (foot 
and mouth disease.)

 Brazil exports 
primarily average to 
low quality meat to 
markets that pay 
lower prices than the 
premium European 
and US markets.
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ÅBrazil overtook Australia as the largest beef exporter in 

the world in 2003. 

ÅExport demand has enjoyed strong growth rates.



Improving Quality
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 New partnerships are helping Brazilian cattle producers deliver a 
higher quality product. New systems are in place to document:
 Environmental approval

 Animal welfare

 Licensed farms with individual traceability

 Improved quality to improve margins.

 Agriculture & cattle integration leads 

to greater efficiency.

Luziânia, GO



A Diversity of Crops

Brazil enjoys an ability to grow a wide range of 
products and year round planting allows up to 
three harvests per year of some crops.

Wheat, Sunflower, Rice, Coffee, Cotton, Beans, 
and of course the Brazilian staple Casava are 
all grown commercially throughout the 
country.
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Opportunities
 Demand is currently strong for:

 Infrastructure improvements. New areas in MT, and MATOPI are developing 
quickly and need outside investment to improve ports, rails, rivers, and roads

 Financing for farmers, ranchers, crushers, and bio-fuels refining

 Logistics supporting the shipping and transport of commodity goods

 Investment from the public and private sector (including multinational 
corporations)

 Application of agricultural technology aided by a large and professional farming 
community and a diversity of products and external markets
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Conclusion
There is only one country in the world blessed with:
 Plentiful land resources and low relative land values

 Fully one fifth of the worlds freshwater reserves

 Stable political institutions

 Large population of professional agri-business and farm management personnel widely distributed 
across the nation

 World-class agricultural technology and research capabilities

 Low relative labor and grain production costs

 Growing Domestic Market

Brazil has the potential to dominate the world’s agricultural production over the next 
century. The processes and institutions are in place and it is now a matter of capitalizing on the 
opportunities at hand. The volatility in the world commodity markets of the past few years has led 
the international community to seek new sources of production and the natural choice for future 
agricultural expansion is Brazil. There remain clear domestic issues such as streamlining the 
bureaucracy, and improving the transport infrastructure to work through but the last 4 years has 
brought great progress to even these areas. The internationalization that has revolutionized 
manufacturing is being brought to bear on agriculture and the greatest promise of the world’s grain 
future lies with Brazil.
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