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Brazil:
exploring new paths with the European Union

SUMMARY AND CONCLUSIONS

The negotiation of a preferential agreement betwdercosul and European Union is
facing a critical moment. New facts are changingnutically the international
scenario: the creation of mega-trade-agreements, stirge of China as a new
geopolitical power confronting the old order stabéd by the United States and the
European Union and a political crisis in the WoFidde Organization that is blocking
the conclusion of the Doha Round or even its saitviv

The moment is also critical for Brazil, now faciagserious crisis, with political and
economic factors. The model of economic developrhased on the enlargement of the
consumer market by programs of income distributiod reduced credit, implemented
by the last two presidents, reached its limits.wNBrazil is facing the reality on how to
balance the political, economic and social costposed by a significant fiscal
adjustment.

For Brazil, one important consequence of this neternational scenario is the
recognition that not only its Economic Policy has thange but also that its
International Trade Policy needs a shift of oritota The adopted South — South
Strategy has produced some results, but challebgdide new international challenges,
Brazil has to change direction in search of a newtls— North Strategy.

In this context, the conclusion of the long delaywéferential agreement between
Brazil and the European Union is critical, not ofdy Brazil, but also for the European
Union.

Challenges for the EU and Brazil

There are new facts in the global trade scenanmoO®Gtober 4, 2015, the 12 countries
that were negotiating the Trans-Pacific Partnersfif’P) — Australia, Brunei
Darussalam, Canada, Chile, Japan, Malaysia, MeXewy Zealand, Peru, Singapore,
United States and Vietnam — announced the conclusioa final version of the
Agreement. The TPP is the largest and deepestrenti@ trade agreement adopted
since the end of the Uruguay Round in 1994. ThénBeship encompasses a market of
approximately 800 million people, a combined GDRJ&S$ 28.5 trillion that will cover
40% of the world economy.

More than tariffs, the TPP establishes the intéonat trade rules for the XXI Century.
The Agreement includes topics such as: trade imcagiral and industrial goods;
textiles and apparel; rules of origin; customs adstiation and trade facilitation;
sanitary and phytosanitary (SPS) measures; tedhbaraiers to trade (TBT); trade
remedies; investment; cross-border trade in sesyiggancial services; temporary entry
for business persons, telecommunications; elecronbmmerce; government
procurement; competition policy; state-owned enisgs (SOEsS) and designated



monopolies; intellectual property; labor; enviromme regulatory coherence;
transparency/anti-corruption; and dispute settldnmiEme TPP also constitutes the legal
and institutional framework that will regulate tbeeation of global value chains in the
Asia-Pacific Region led by the North American nmutiionals companies.

The Trans-Pacific Partnership reaffirms the US tomsias the biggest player and rule
maker in the global trade. The Agreement is thst foncrete evidence of the North
American pivotal shift from the Atlantic toward Asand the Pacific Ocean. It indicates
the US commitment to the region and its reluctanczede its primacy to China.

China is not being left behind in this new tradgat&tions dynamics. On the contrary,
the country is also putting into practice its ovirategies. Currently, China is leading
the negotiations of the Regional Comprehensive &con Partnership (RCEP), a Mega
Regional Agreement that will connect 15 countriesnt Asia and the Pacific to its

economy’ The RCEP initiative is a clear reaction of ther@isie government to the TPP
initiative. In addition to the RCEP, the Chinesevggmment also announced the Silk
Road Economic Belt and the 2Century Maritime Silk Road projects. These proposa
aim to push the need to export China’s productepacity to countries in Euroasia.
There are already some Chinese production chaatstk being deployed to this region
that will connect China to the European market. SThChina is expanding its

commercial power in the East and West fronts.

It is also worth highlighting the increasing importe of China in Latin America and

the Caribbean. For many South American and Caribleantries, Brazil is no longer

its main economic partner. This place has beenmedlby Chine through its attractive
investment projects and exports of competitive potsl There is a clear damaging
effect especially for the Brazilian manufacture @xp that always have had South
America as an important market. Currently, the m.american countries are turning

their back to Brazil and looking at the Pacificaasore interesting economic zone. It is
now clear that China is redrawing the old Treatylofdesillas between Portugal and
Spain, re-dividing the continent into two parts éitlantic and the Pacific.

These new realities put pressure on several lafdtse international trade governance.
In the multilateral level, the adoption of TPP n@apduce two different and opposing
scenarios facing the WTO: (i) the unlocking of ih@ha Round or (ii) the abandonment
of far-reaching negotiations based on the singleuaking.

On the one hand, the TPP may inspire other cosntoestrike a deal on a broad and
complex trade agreement if political will and deteration are present. According to
the WTO Director-General, “reaching agreement dficdit range of issues proves that
complex trade deals can be reached” He called o©®WiEmbers to accelerate their
work so that agreements on negotiated outcomebeathieved by the organization’s
10" Ministerial Conference in Nairobi (15-18 DecembBeipn the other hand, the

conclusion of TPP may have an adverse effect ambding the endeavors of great
trade powers, such as the US to achieve an exemagkeement in Nairobi, since its
interests has already been reached in the TPP.eTisela concern that the US
government may endorda politique de la chaise vide the WTO negotiations fora

from now on.

! The RCEP negotiations are composed by: AustrBlianei, China, Myanmar, Cambodia, Indonesia,
Laos, Malaysia, Philippines, Singapore, Thailanigthvam, India, Japan, South Korea and New Zealand.



In the preferential level, the TPP’s conclusionesrghe completion of another Mega
Regional Agreement negotiated between the US amdcEth: the Transatlantic Trade

and Investment Partnership (TTIP). The consultatibetween the two Parties were
occurring in a quick pace until the European cisdciety protested for more

transparency in the negotiation of issues suchnasstor-States Dispute Settlement
(ISDS) and Genetically Modified Organisms (GMO4)isl conceivable that with the

conclusion of the TPP’s final next, the TTIP negiidns gain new force and impetus to
be concluded.

The negotiation EU - Mercosul

Also in the preferential scenario, the TPP’s outadsraising the interests of private
actors and governments to achieve the conclusiothefTrade Agreement between
Mercosul and EU.

The negotiations have been dragging on for 17 yeattsout any substantial result.
Recently, however, there has been a significanhgdaamong the main interested
players from both sides of the Atlantic on the m&tidiscussed between the Parties.

Mercosul and EU have decided that they will notdss only tariff reductions but also
non-tariff barriers. The negotiations acquire ahbkiglevel of commitments that also
encompasses the adoption of common rules. Moret#rdfs, antidumping and rules of
origin, the negotiation of test equivalence, agreets on mutual recognition, accepted
list of certification institutes and accreditatipnocess are much more relevant in any
negotiation. Nowadays, the most relevant pointsetaliscussed in any new preferential
agreement are related to rules concerning regylatdrerence among parties.

Brazil's tree dilemmas

In the present context, Brazil is facing three miheas. The first is that the country has
opted to prioritize multilateral negotiations aral doncentrate its preferential options
with the expansion of Mercosul (Argentina, BraBgraguay, Uruguay, Venezuela (in a
transition phase) and Bolivia (whose accession swétiie approval of the other
Members” Parliament) to integrate South AmericaazBrhad also some agreements
with other developing countries, under its SoutBodth strategy, but these agreements
have small economic impact. The priorities of itgernational Trade Policy have been
directed toward South America and Africa. As a egugence, this policy had isolated
Brazil from one of the most important trends oflglbtrade, the one related to the
construction of a network of preferential agreeraent

The second dilemma faced by Brazil is the choickease development on a consumer-
led model, prioritizing its internal market withehexpansion of credit and several
programs of income distribution. This option raisesignificant portion of the Brazilian
population to the middle income level. Servicesaardboomed and industry was
protected from competition through tariffs and imtbees to compensate increasing
costs in infrastructure, labor costs and tax burdBms policy delayed Brazil in
incorporating a new trend in global trade: the gnégion of its industry and services
into global value chains. The option to implememtiredustrial policy that supports the
imports of intermediary goods with technologicahtamt that adds more value mainly



through services and then export the final prododhe World was not considered as
priority by Brazil. The consequence is that Bragzibne of the less integrated countries
in the global chains network.

The third dilemma faced by Brazil is a result oé threvious two issues. Due to the
countries isolation in the negotiation of new prefdial trade agreement and its
exclusion of the global value chains, Brazil isning into a mere rule-taker instead of
an influent rule-maker at the international aréRae country is no longer influencing
the priorities and direction that the internatiotmatie regulation is taking.

Another question under scrutiny is that facing #eFious impasse confronting the
WTO, Brazil has a leading role in redirecting th&®@/to explore new paths, such as
plurilateral agreements and the restructuring ®fdgcision process. It is important to
rethink its role in rescuing the Organization franelevance in the multilateral system.
Some of the new priorities of the WTO should be ¢heation of a new mechanism to
supervise the impacts of preferential and megaeageats on third countries and the
introduction of a mechanism to understand the ingadf global chains on the

traditional trading rules and to propose the negiain of new regulatory framework.

The new challenges confronting the internationatlitg system will impact Brazil
seriously: its isolation from the network of tradgreements and its non-integration in
the global or regional value chains networks. Thasslenges are already significantly
affecting Brazil competitiveness.

The year of 2016 will be a year of new options amedinitions. The numbers and
evidence are clear in showing that the economic ehaedopted by Brazil will be
revisited. In terms of its International Trade Bgland its Industrial Policy, the three
challenges already mentioned are already being/zetland new solutions are under
examination.

The Report

The main objective of this Report is to explore neaths that Brazil and the European
Union could follow in order to improve their econenand trade relations. Considering
the Brazilian isolation in the network of preferi@ahtagreements and the country’s low
integration in the global chains network, it is ionf@ant to highlight that Brazil has not
only the possibility to expand its trade toward ®oAmerica but also to explore new
pathways through preferential agreements.

The first option is to accelerate the conclusiorth@ preferential agreement between
Mercosul and the European Union. Started in 1985,tegotiation has lost momentum,
not only because of the political will of the ElLilag a deep economic crisis, but also
because of Brazil, more interested in South Amerithe complex situation of

Argentina offers a sensitive question to be solmed,if Brazil, Paraguay and Uruguay
regain impetus to negotiate, Argentina can be aocoodated through negotiated
flexibilities. Venezuela is still in a transitionhase to Mercosur. The complete
Membership of Bolivia still waits the approval diet other Member’'s Parliament.
Facing refusal of any parts involved, Brazil camals choose the alternative to
negotiate as a single country. The necessary siépevto renegotiate the Mercosul



Decision 32/00 that impedes any part to negotiag® agreements without the other
Members.

The second option derives as a consequence ofhéy lpgobable agreement between
the US and the EU, under the mega-agreement TTIgh the materialization of this
agreement, the challenge facing Brazil is whethemakes any sense to make an
agreement with the EU and not with the US. For Brazthe present World scenario,
there is no much trade logic in negotiating an agrent with the EU without
negotiating another one with the US, since bothntees will be negotiating with the
TTIP framework in mind. The gains and costs to ienpént the rules and instruments
negotiated with the EU will certainly reinforce tlgains and dilute the costs of
implementing the new rules and instruments negatiatith the US.

This report presents two sections:

Section | will enable a greater understanding ef cbmplexity of the issues related to
trade negotiations. The standpoint is the presadetposition of Brazil and the EU in
the international trade. In this first Section, thain features of Brazil and EU regarding
trade flows and their main products are analyzetipWwed by the trade instruments,
such as tariff profiles, trade defense and reguojadbarriers. Finally, the so-called new
generation preferential trade agreements will benpared and some regulatory
challenges will be explored, discussing new charatics from the mega-agreements.

Section II will present the results of the simuwatimodelling, analyzing possible
outcomes offered by the conclusion of PTAs betwezil (with or without Mercosul)
with US, EU and China. The impacts of the TPP afidPTon Brazil will be also
calculated.

In more details:

Chapter | gives a brief introduction of the newntie in external trade policies and the
position of Brazil: the multiplication of prefereaittrade agreements and the integration
of global or regional chains.

Chapter Il sets out the tariff profiles of the cties analyzed. Except for a few sectors,
applied tariffs are already low, which indicatestttihe greatest barriers to trade
nowadays are not directly related to tariffs, boitthe adoption of other non-tariff

barriers.

Chapter IlIl shows the importance of EU in the Bliamitrade agenda, examining trade
flows with emphasize to the main sectors.

Chapter IV contemplates the performance of Bramtl ahe EU with regard to
regulatory barriers, especially technical, sanitang phytosanitary ones. On the one
hand, the EU has been active in deploying nonftardasures and in raising questions
against these measures in the WTO Committees onafBITSPS. These specific trade
concerns are related to measures adopted by cesinparticularly with respect to
foods, chemicals, and electric and electronic egeift; animal health and food safety.
On the other hand, Brazil had a more discrete @padition in the activities of the
committees, with notifications concentrated on isjor imported products, as
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chemicals, mechanical equipment, electrical andtrelsic equipment, motor vehicles
and parts, and food safety.

Chapter V deals with trade defense strategies addpy the EU and Brazil. The most
used mechanism is antidumping, followed by subsi@died countervailing measures,
and finally safeguards.

Chapter VI summarizes the picture for investmeants)sidering flows and stocks of
foreign direct investments.

Chapter VIl explores the main issues negotiatedhleynew generation of preferential

agreements. It shows that the EU has been noteEeabilefending their interests in

various new topics related to international tra@lgincluding mechanisms that advance
the liberalization of topics WTO-plus and WTO-exinapreferential trade agreements
with the most diverse array of partners, the El@rgjthen its role as rule makers for the
new international trade framework.

This study is intended, therefore, to highlight Huvantages and potential bottlenecks
that Brazil may have to handle with, when negat@ivith the EU.

The results
The main results can be summarized in the follovpomts:

1 — Different scenarios analyzed in the simulati@monstrate that the adoption of a
PTA between the EU and Brazil is positive with impat gains in both GDP and trade
flows for all parts. For specific agricultural anttustrial sectors there are gains and
losses that will call for flexibilities in the neti@ations, adaptation and search for more
competitiveness. However, it is also true that ms@gtors would perceive immediate
benefits arising from this agreement, and the piaterto increase the long-term
advantages should not be neglected.

2 — The PTA with the EU is overall positive, bringia concentration of gains in the

agricultural sector, impacting the exchange ratélamnging some negative effects over

the Brazilian industry. These losses can be nexdglwith the inclusion of flexibilities

in the negotiation, such as differential tariff gutransition periods and adequate rules
of origin.

3 — These results have important messages to they Rm International Trade of
Brazil. The trade agreement with the EU, so mangrgeon the table, should be
concluded. In the negotiations, importance showddgiven not only to tariffs and
quotas, but also to regulatory barriers as the amedaded in TBT, SPS and private
standards, with special emphasis to equivalencerartidal recognition arrangements.

4 — The PTAs negotiated by the EU usually have stexéility regarding the level of
development of its partner, even incorporating asgtnic provisions that may result in
exclusions for sensitive sectors or products, peetéal access to the EU market, long
transition periods and financial assistance. Tipesets should be on the table.
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To explore these new trade issues, the Report zemihe FTAs signed by Korea with

both the US and the EU. Some interesting pointserealed regarding the agriculture,

the textile and the automotive sectors. These c@snhegotiated the use of safeguard
measures in order to protect these sectors andiatsgba series of flexibility points.

5 — The success of trade negotiations dependsIhaavihe Brazilian side. Brazil has
no more time to wait for internal reforms until l@&ady to make these agreements. It has
no other choices than to face the implementatiothe$e agreements at the same time
that it accomplishes some important internal tasksplving both industry and
Government: the Brazilian industry should concdstrafforts to promote its
competitiveness, and the Government should implérmelicies to support this goal,
such as the reduction of the tax burden, the remluctf energy costs, the qualification
of the labor force, and a more conservative figdicy in order to promote a more
competitive real exchange rate.

6 — In relation to the mega-agreements, consideting TPP, the simulation
demonstrates that its adoption will cause negatiygacts on the Brazilian economy.
These impacts can be more significant with the caitipeness gains achieved by the
TPP partners. Overall, the Brazilian exports wdlvl a decrease. The sectors that will
suffer the biggest losses in their GDP due to #ide of exports are: animal products,
food products, meat products, gas, and transparpexggnt.

7 — In relation to the TTIP, considering only thieménation of tariff barriers, the
simulation shows that the impacts on Brazil are swexpressive. However, when the
elimination of non-tariff barriers between EU an8 (¢ taken into account, the negative
impact to Brazil is significant, regarding sectbr@@DP and trade flows. More than
tariffs, the trade gains of TTIP will be obtaindardugh negotiations of non-tariff
barriers including technical barriers, sanitary aplytosanitary measures, trade
facilitation, investments among others, which amyadays, the real barriers to trade.

In synthesis, the most important messages revebledhis Report can be so
summarized:

Facing the new challenges on global trade sucthasmultiplication of preferential
trade agreements with the mega-agreements anadntingration of trade in the global
value chains, a new Policy on International Tradeusd be implemented for Brazil.
The economic interests of Brazil cannot be resti@ito South America and Africa. The
negotiations with important players such as thedfid the US should receive a new
attentive examination. The objective is not onlyitoprove access in these large
markets, but also to integrate Brazil in the gladains of production and trade through
imports of intermediaries with more technologicahtent.

The gains for agriculture with the adoption of agnents with the EU and the US can
be significant. However, because they involve vsepsitive areas, they should be
reached by steps. These implementation periods bheillessential for the necessary
reforms in the Brazilian industrial sectors in sbaior a new level of competitiveness.

The gains through negotiation with Mercosur asax lalre not so relevant to justify the
costs of its present inertia. Mercosur should ngtede the re-articulation of Brazil in
the global economy through new trade agreementstantegration in global chains.
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Brazil should support the formation of these chainsSouth America for the
competitive sectors, but sectors with higher lesietechnological content should be
integrated with the EU and the US.

The conclusion of TTIP by EU and US will represarsierious threat to Brazil. Not only
Brazil will be left behind in the new trends ofenmational trade, but will lose its role as
a participant in the rules making process. Eveahefconclusion of TTIP is postponed,
private actors in the EU and the US are alreadyotmigng among themselves to
approach their positions and advance complemendtigions. What is new, to explain
their cooperative intentions, is China and its hagequest of their respective markets.

The present Report advocates that Brazil not oaly to deepen its integration of
Mercosur and expands its preferences toward Sontériga, but also to give priority to
the negotiation of the preferential agreement wittre developed countries as the EU
and the US, because they are still, important mark@ Brazilian exports, but also
sources of innovations and technologies, essefacbrs to integrate Brazil in the
global chains networks. Facing the new challengpsesented by the mega-agreements
and engagement between the EU and the US to a@atns-Atlantic mega agreement,
there is no other choice available to Brazil thanatude immediately the negotiations
of a preferential agreement with the EU. Moreo®Begzil cannot stop there. There is no
economic and trade logic for Brazil to negotiateagneement only with the EU. In due
time, an agreement with the US must be considered.

A complementary action should also be contempldted. a new phase of economic
partnership in the business areas, with the suppotheir governments. There is a
whole positive agenda to be negotiated by busieaders to improve economic
partnerships between Brazil and the European Unfmong the issues to be
contemplated: innovation and technical cooperatiegulatory cooperation in the area
of technical, sanitary and phytosanitary measuwapd, private standards. These can be
accomplished by mutual recognition arrangementswdsmt business sectors,
equivalence assessment in standards settings, gamemts between private
laboratories, among others. These barriers areniegamuch more relevant than tariffs
and can be negotiated by private entities.

Another concrete alternative is to engage in ar@dnprogram of integration to the
European global value chains, importing intermegd@gwods to be re-exported to other
markets. This option will encourage a new searchnimovation and competitiveness.

Facing the new reality that is shaping internatidreade, the present lack of a proactive
agenda by Brazil can represent a serious riskgawn future development.

It is a time for action!
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SECTION 1

l. INTRODUCTION
International trade has been marked by two impodad powerful trends.

The first one is the multiplication of preferentedjreements in bilateral and regional
level. As of 7 April 2015, the WTO has been notifiey 612 PTAs, of which 406 are in
force. Currently, there are no more countries #ratnot yet part of these agreements.
With the successive impasses of the Doha Roundhef WTO negotiations, the
alternative envisaged by major World economies the US, EU, China and India has
being to seek the conclusion of PTAs with numenpaidners as a way to consolidate
and gain access to new markets in the areas okgeedvices and investments.

The second one is the integration of production taade in global value chains. With
the progress of new technologies, countries arecedmting in importing
intermediaries goods and exporting final produtiough the addition of value by
services or components of high technological canfEne era of production and trade
of complete goods is being substituted by the érategrated production and trade of
intermediaries, innovation, design, logistic, mairkg and distribution.

Going against these trends, Brazil and its Mercpauiners opted to continue favoring

the WTO as the principal forum for trade negotiasi@nd concentrated their efforts on
completion of the Doha Round. In the case of Bratalinternational trade policy has

been clearly marked by the support of the strategortance of preferred alliances

with developing countries (South America and Afyieathe expense of diversification

and the promotion of deep integration agreemerits kaige trading partners such as the
EU and the US, sources of high technologies anoviaions.

Brazil is a latecomer to the global chains stratdigyring as one of the least integrated
countries in the trend. With the exception of s@eetors as aerospace and automotive,
the last one considered a regional chain, Braztkils pursuing a path of importing to
export, the core of global chains.

The present study aims to shed some light on tip@itance of negotiating a PTA with
the European Union that includes non-tariff basieiThis Agreement would
compromise a large number of Brazilian trading mend, mainly those possessing
technological potential to help the country to agleia more competitive economy and
to integrate its economy not only to the World oéfprential agreements, but also to the
World of global value chains.

The present study advocates that Brazil not only tva deepen its integration of
Mercosul and expands the preference to South Amebiat also to give priority to the
negotiation of the preferential agreement withEwe However, facing the facts of new
engagements between the EU and the US to creatna-Atlantic mega agreement, to
rebalance the expansion of China, there is no enanand trade logic not to enter in a
new negotiation to create a preferential agreenmvéhtthe US at a proper moment.
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PTA Proliferation

International trade is under a significant and clexpghange process. It represents a
great challenge to Brazil. The low speed of tradies negotiation dead-locked in
multilateral negotiations under the WTO has leagomplayers in international trade,
notably the US and the EU to focus on the negotiatif preferential trade agreements
where they could advance trade rules, lower traatadys and promote integration with
their partners, signalizing the rules they wanttfa present century.

As the WTO graphic shows, there has been a hugeease in the number of
preferential trade agreements in the past yeaistipg to the importance that these
agreements have acquired in the regulation ofnateynal trade flows.

Figure 1 — Preferential Trade Agreements notificatons (1948-2014)
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The first generation of PTAs had as objective #giuction or the elimination of tariffs

in goods between its partners. The following getm@meof PTAs has promoted, besides
tariff reductions, the negotiation of rules on satg not fully dealt by the multilateral

system, establishing a relevant framework of trnadpilation on the preferential level,
that affected not only the partners of the resged®TA, but also influenced multilateral
negotiations. The current generation of PTAs ke#ps trends of the previous

agreements, but in a deeper process. These degpatibn PTAs promote a greater
coordination and harmonization between trade pestriacilitating the establishment of
production chains on the regional level, contribgtito establish the regulatory
framework the major phenomenon of trade in recenegs: the expansion of trade
through regional and global value chains.

In the new generation preferential agreementdfdaare not the main target. They have
become genuine hubs for the regulation to supplwbad trade, in pursuit of an

increasingly deep integration. Their proliferatidras resulted in the creation of
differentiated regulatory regimes that despite @dpcing basic rules of the WTO (trade
defense, technical barriers, sanitary and phyttesgnmeasures (composing the term



15

"WTO in"), contain other regimes that makes strigvisions relating to intellectual

property and gives a more liberalizing bias to niegjons on trade in services (WTO
plus). These PTAs also deal with areas not covesedhe WTO, such as rules of

promotion and protection of foreign investment, petition (antitrust and cartels),

regulatory coherence, environment, climate chaegegmmerce and labor standards
(WTO extra).

Brazil and the Global Value Chains

Global value chains can be defined as the fullo§etctivities required to produce and
deliver the product to the final consumer. The djgation of this process as a value
chain stems from the fact that production takeseli]m stages that aggregate value
added. At each stage of production, each firm aeguts inputs and employs factors of
production (capital, land and labor). The remunenatf these factors will compose the
value added. This process is repeated at the magé sn such a way that the value
previously added is transformed into cost to the peoducer. The set of steps may be
performed within a firm or between firms. If thet ¢ linked firms are located in more
than one country, a value chain that is globabisied.

The recent interest in the economics literaturettdy new production paradigm has
occurred for two main reasons: i) because tradssflarising from the outsourcing of

production stages are intensifying; and ii) becasiseh flows are occurring between
developing and developed countries. In this contiwere is an indication that this new
relationship has been beneficial to developing tees) as there is an increase in the
World income and exports share earned by emergiogamies in recent decades.

Figure 2 — Share in World Value Added

Share in World VA Exports (WIOD)
(RICH = high income, MI = middle income from World Bank)
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This result suggests that the fragmentation ofetrds been beneficial to developing
countries. If the case of the BRIC, and if we cdasiBrazil, it is evident that Brazil
presents the worst result in this group.
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Figure 3 — Share in World Value Added Exports
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Observing these numbers, one conclusion is thatlBsanot following the direction of

a greater fragmentation of production in the lastadies. In accordance with this path,
Brazil is the one showing the weakest backwardalggds in a sample of countries
studied by OECD, suggesting its low levels of catio@ to international supply
chains.

Figure 4 — Foreign Content in Manufacturing Exports

Foreign Content in Manufacturing exports - 1995 e 2009 - OECD/WTO

B0%
50% 7T
0% 395y,
31931 30%
0%
20% 155
11%
- | ||||||
" I
FPEEE Y EgeE P oL S FERELCSESETOE S EESE YRS S0 SEEESSENOEL gEFELE
ggsﬁéaéisz5%§§§§5§§a§azgéEEﬁgsééésE%Eﬁggééigegééésgéﬁgeéﬁﬁ
£ £ & ETzTeE 227 SgSEE = £ E52F &3 g
Egffpe il 2yde E£2T823%gF D3 TR0 gts 05 FLEls $3F 3b 38
5@ Y5 z & g r 8 2 =1 E:- E = 24 F
3 = 2 = = & = w k] £3 = 5 A c
] 8 3 1 £ E 5
1 g 3 -
£ 2 = H
-] 3
m1995 W2009

Source: OECD/WTO

In summary, the global trade has underpinned a iggpfvagmentation of productive
activity. However, Brazil does not seem to be itesin this movement. This should be
a great concern for the country since, nowadaysdgare bundles of many nation
inputs and competitiveness is no longer derived within the domestic border.
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In this sense, Brazil is losing a great developnogpmiortunity as can be seen comparing
Brazil with the Asian and East-European countries.

Il. TRADE PROFILE

In order to understand the new paths that Brazllthe European Union could follow,
it is first necessary to analyze the current tridol@s involving the two partners. In this
regard, the EU is historically one of the top ftvade partners of BraZil

In the past five years, the EU remained an imponaerket for Brazil. Figure 5 below
shows that our exports to the EU in 2010 were USS8 #n and US$ 42,0 bn in 2014.
However, the rise of imports from US$ 39.2 bn il@Q@o US$ 46,7 bn in 2014 has
reversed the trade balance in favor of European20L0, Brazil had a positive trade
balance of US$ 4.2 bn and, in 2014, a deficit o643 bn with the EU.

Figure 5 — Trade Flow: Brazil and the EU (2010-2014in US$ Billion
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Source:MDIC/SECEX. Elaborated by CGTI.

2 Other examples are Argentina and Untied States.
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Figure 6 — Trade Flow: Brazil and the EU in 2015 (dnuary -September)
in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

The EU participation in Brazilian exports and imjgoris extremely relevant.
Nevertheless, it can be observed a small declirtlearEU participation in the Brazilian
exports. In the last five years, the EU reducegasicipation from 21.46% to 18.24%.
For imports, the pressure has been higher. The B responsible for 20,80% of all
Brazilian imports in 2014, broadening the gap betwets exports and imports
participation (Figure 7).

Figure 7 — Participation of the EU in Brazilian exports and imports (2010-2014)
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Source: MDIC/SECEX. Elaborated by CGTI.

In general terms, these numbers are of conceriBifazil. The next subsections will
show how these deficits in the trade balance anstoged and what Brazilian exports
and imports profiles are by aggregate factors (codities, semi-manufactured, and
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manufactured). It will be possible to identify sopants for the trade policy of Brazil
and point to some aspects to be considered.

II.1. Trade flow: aggregate factor

The analysis of general trade flows between Brazd the EU is only part of the big
picture. To provide a more accurate characterinabibthe trade relationship between
these actors it is necessary to examine export&ngmoits by aggregate factor.

Brazil Ministry of Development, Industries and FHgreTrade (MDIC) established four
categories, which are explored here: commoditiesng@y products such as coffee in
grain, soybeans in grain, meatnatura etc); semi-manufactured (products that are not
in their final form of use to the consumer or easnan intermediary product —, i.e. they
demand another transformation process such asugav;scrude soybean oil; cellulose,
etc.); manufactured (products in their final formuse such as refined sugar; refined
soybean oil; paper, etc.).

Main products exported and imported to and fromEkecan be found in Annex | at
the end of this paper. The results are presentttkinext subsections.

I1.1.1. Commodities

Brazil is one of the largest economies in the Wad well-known for its agriculture

and exports of commodities. Recently, commoditigseg in international markets have
decreased. This movement might be one of the cdoist®e reduction of exports to the
EU.

Figure 8 — Brazil: Exports of Commodities to the EL(2010-2014) in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

Exports of commodities to the EU in 2014 amountedUS$ 21,7 bn. This result
demonstrates a decrease of US$ 2 bn as compaiteg poevious year.
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Another conclusion can be drawn from Figure 8: &i@011 commodities exports in
value have decreased to the market analyzed retutaithe level of 2010. From 2011
to 2014 the decrease was about US$ 5.8 bn forlthe E

From January to September 2015, the exports of awiiires from Brazil to the EU
amounted to US$ 12.64 bn. This results shows aedser of 24,7% in Brazilian
commodities exports to the EU in comparison with same period of time in 2014.

Figure 9 - Brazil: Exports of Commodities to the EUin 2015 (Jan. — Sep.)
in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

A more modest amount of commodities exports redleatectly in Brazil trade balance
performance with the European Union (see subsedti@below).

The main Brazilian commodities exported to the K&l &on ore, soybeans, coffee and
crude petroleum oils.
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Figure 10 — Brazil: Imports of Commodities from theEU (2010-2014)
in US$ Billion
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For imports, there is little or none variation frahe EU. It remains as US$ 0.7 bn since
2010. In the last five years, 2011 and 2014 weeeptriods were there were the higher
pics of commodities importation from the EU, amaunigt respectively to US$ 0.77 bn
and US$ 0.75 bn. (Figure 10).

From January to September 2015, the imports of codities from the EU to Brazil
amounted to US$ 0.47 bn. This result representseeing of 11.91% in the
commodities imports from the EU to Brazil in compan with the same period in
2014.
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Figure 11 - Brazil: Imports of Commodities from the EU in 2015 (Jan. — Sep.)
in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

I1.1.2. Semi-Manufactured

Exports to the EU in 2014 were of US$ 7.5 bn, repnéing an increase of US$ 1.3 bn
when compared to the previous year. However, frodl2o 2013 semi-manufactured
exports have lessened from US$ 8.4 bn to US$ 6.2Hamce, there was a small
recovery of the Brazilian semi-manufactured exptortthe EU in 2014.

One preliminary conclusion is that the exportseshsmanufactured products to the EU
have grown when compared to levels of 2010. Eveungh there have been no increase
of exports in 2013, there is a modest developmetiteosemi-manufactured products to
EU.
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Figure 12 — Brazil: Exports of Semi-Manufactured G@ds to the EU (2010-2014)
in US$ Billion
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From January to September 2015, the exports of-se@anufactured goods from Brazil
to the EU added up to US$ 4 bn. This outcome detraies a contraction of 8.92% of
the Brazilian exports of semi-manufactured goodsh® EU in comparison with the
same period of 2014.

The main Brazilian semi-manufactured goods expottedhe EU are: wood pulp,
niobium and ferronickel.

Figure 13 - Brazil: Exports of Semi-Manufactured Gads to the EU in 2015
(Jan. — Sep.) in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

Imports are relatively lower when compared to eigpof semi-manufactured goods as
Figure 14 shows:
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Figure 14 — Brazil: Imports of Semi-Manufactured Gabds from the EU
(2010-2014) in US$ Billon
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The same way as it is for commodities imports frtme EU, imports of semi-
manufactured goods from the EU are approximatedystime since 2010, around US$
1.4 bn.

From January to September 2015, the imports of-seanufactured goods from the EU
to Brazil totaled US$ 0.89 bn. This sum is 6.09%dothan the same amount of semi-
manufactured goods imported from the EU in the 2014
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Figure 15 - Brazil: Imports of Semi-manufactured Gads from the EU in 2015
(Jan. — Sep.) in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

In the semi-manufactured goods, Brazil has an espre positive trade balance of US$
6.2 bn with the EU.

I1.1.3. Manufactured

In the manufactured sector, exports to the EU lasreased from US$ 15.4 bn in 2010
to US$ 17.6 bn in 2013 (see Figure 16). HoweveR(m4 there was a decline on the
Brazilian manufactured exports to the EU of US$ B85 In that year, manufactured
exports to EU accounted for US$ 14.1 bn. This tasult contrasts with constant
growth experienced by the manufactured Braziligmoets to the EU.
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Figure 16 — Brazil: Exports of Manufactured Goods o6 the EU (2010-2014) in US$
Billion
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From January to September 2015, the exports of faetuwed goods from Brazil to the
EU amounted to US$ 8.75 bn. This result indicatdedine of 19.65% in the Brazilian
exports of manufactured goods to the EU in compangith 2014.

The main Brazilian manufactured goods exportecheo EU are: fuel oil, mechanical
machines and orange juice.

Figure 17 - Brazil: Exports of Manufactured Goods b the EU in 2015 (Jan. — Sep.)
in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.
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In spite of this, imports of manufactured goods amech higher and they are
responsible for the great deficits Brazil has eigrered in the last five years with the
EU.

Figure 18 — Brazil: Imports of Manufactured Goods fom the EU (2010-2014) in
US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

For the EU, in 2010 imports were of US$ 37.3 bn &$$ 44.7 bn in 2014. This means
a growth of 19.8% in five years. It is also wortbting that imports of manufactured
goods from the EU achieved a peak of US$ 48.6 20iB, representing a growth of
29.8% in comparison with 2010.

From January to September 2015, the imports of faatwred goods from the EU to
Brazil added up to US$ 27.1 bn. This result suggestdecline of 21.42% of the
Brazilian imports of manufactured goods from the iBldomparison with 2014.

The main manufactured goods imported from the EWBtazil are: mechanical and
electrical machinery, cars and pharmaceutical prtsdu
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Figure 19 - Brazil: Imports of Manufactured Goods fom the EU in 2015
(Jan. — Sep.) in US$ Billion

Jan. Feb. Mar. Apr. May Jun. Jul. Aug. Sep.
Source: MDIC/SECEX. Elaborated by CGTI.

I1.2. Trade Balance

In terms of trade balance, commodities have begporesible for positive results while
manufactured goods have reached an important aggssive deficit.

Figure 20 — Trade Balance of Brazil with the EU, byaggregate factor (2010-2014)
in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

In 2013, for the first time in the last four yeaBrazilian trade balance result was
negative in US$ 3.0 bn. This trend repeated in 20d¥n the Brazilian trade balance
result was again negative in US$ 4.7 bn. Thesdtsesere due to the increasing deficit
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in manufactured goods trade between Brazil andetheln brief, manufactured goods
deficit rose from US$ 21.9 bn in 2010 to US$ 3t6rb2014.

Trade in commodities and semi-manufactured wereenough to produce a positive
result for Brazilian trade balance in goods. Comitieslexports to the EU attained US$
26.7 bn in 2011 but since then it has decline t& 2%.0 bn in 2014. The same thing
happened in semi-manufactured goods sector. In,20h&ad a surplus of US$ 7.1 bn
while in 2014 it has decreased to US$ 4.6 bn (sgparé 20).

By analyzing the evolution of the trade balancédzil with the EU from January to

September 2015, it can be observed that tendenaynefgative result from Brazil has
been confirmed. In September, the trade balanceiai®d to a deficit of US$ 2,9 bn for

Brazil. The patters of the distribution by aggreg&ictor have not changed when
compared to the previous years.

Figure 21 — Trade Balance of Brazil with the EU, byaggregate factor in 2015
(January — September) in US$ Billion
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Source: MDIC/SECEX. Elaborated by CGTI.

The sector of manufactured goods is mainly resptmgor negative results Brazilian
trade balance has experienced in recent years. seu®r is undoubtedly the most
sensitive sector for Brazil in its exchanges of @pavith the EU. Even the bilateral
trade in commodities is not doing very well comphlte the previous years. It can be
partially explained by the decline of the commaaditiprices internationally. This is
something to be taken as a serious concern byl|Bwazuthorities.
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lll. TARIFF PROFILES

[11.1. Brazil

Import Tariffs

According to the WTO Word Tariff Profiles of 20%4Brazil has bound 100% of its
tariff lines, and all its concessions are alreadglemented. Moreover, Brazil has all its

tariff lines charge@d valorem

Table 1: Brazil Tariff Profile (2014) (%)

Bound Applied
31,4 13,5
Simple Average
Maximum duty 55,0 55,0
Non-ad valorem 0 0
Duty-free 1,0 5,9

Source: WTO; ITC; UNCTADWord Tariff Profiles , 2014

Regarding all the 10.032 tariff lines, the averdgend tariff rate is 31.4%, while its
average applied tariff rate is 13.5%, represenfii® percentage points below the
bound level. The maximum bound tariff for agricu#tu goods is 55%, and the
maximum import tariff for non-agricultural goods3s%.

Brazil's trade regime in agriculture, where it igtily competitive as a producer and an
exporter for World markets, is more open than tbfaits partners. Nonetheless, the
difference between the bound and applied tariffs lwa used as negotiating elements if
protection is needed for the agricultural sectdth@dugh the maximum bound tariff for
agricultural products is the highest possible foazd, 55%, the average applied tariff
for the same sector is 10.2%, below the averagkealjor all products.

When analyzing the agricultural subsectors, itasgible to understand the tariff profile
used by Brazil. Of the 10 subsectors that form algeiculture sector, half of them
present average applied tariffs below the averagetHe sector. The cotton sector
deserves consideration. Although its final bountieduare of 55%, the highest tariff for
the agricultural sector, it has the lowest averagplied tariff, of only 6.9%. On the
other hand, the subsectors related to dairy predbetverages and tobacco, and sugars
presented the highest average applied tariffs kmiwhe agricultural products, of
18.3%, 17%, and 16.5% respectively. Although highan the rest, the average applied
tariffs of these sectors do not show major deweirom the average rate applied for
the agricultural sector. This indicates that Bradol not applies tariffs with relevant
peaks for agricultural products.

The Brazilian non-agricultural market is more riesitre than the agricultural one. The
average applied tariff for non-agricultural produds 14.1%, but still significantly
below the average bound tariff of 30.8%. The maximbound tariff verified for all
non-agricultural products is 35%, lower than the eerified for agricultural products.
As regards the applied tariffs, some subsectorshrdge maximum percentage allowed.

3 WTO; ITC; UNCTAD. Word Tariff Profiles , 2014, p. 48.
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This can be seen in the clothing sector, whoseieppriff is the same as the bound
one, 35%. To a certain extent, other subsectos @sint with tariff protection, as
shown by the average applied tariffs of the follegvsectors: textile (23.3%), transport
equipment (18.6%), and leather and footwear (16%).

Six of the twelve non-agricultural subsectors pnésaerage applied tariffs below the
average applied for the sector, as can be seeable 2 below. The petroleum sector
has the lowest average applied tariff, 0.1%. Thisxplained by the fact that most of the
HS six-digit subheadings in this sector is dutef(89.5%).

It is important to have in mind that although thesdésectors’ average tariffs present
some difference when compared to the average btariits, some tariff lines within
these sectors already reached the maximum taofsiple, as can be seen in clothing
subsector in the non-agricultural product group.

Table 1: Import tariffs by product groups (2014) (%)

Bound tariffs Applied tariffs

Product Groups

Average Max Binding (%) Average Max
Agricultural Products
Animal products 37.8 55 100 8.2 16
Dairy products 48.8 55 100 18.3 28
Fruit, vegetables, 34.1 55 100 10.2 55
plants
Coffee, tea 34.1 35 100 13.3 20
Cereals & preparations 42.9 55 100 10.6 20
Oilseeds, fats & oils 34.6 35 100 7.9 30
Sugars and 34.4 35 100 165 20
confectionery
Beverages & tobacco 37.7 55 100 17.0 27
Cotton 55.0 55 100 6.9 10
Other agricultural 288 55 100 78 20
products
Non-agricultural products
Fish & fish products 33.6 35 100 10.3 32
Minerals & metals 32.9 35 100 10.0 35
Petroleum 35.0 35 100 0.1 6
Chemicals 21.1 35 100 8.2 18
Wood, paper, etc. 28.4 35 100 10.6 18

Textiles 34.8 35 100 23.3 35
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Clothing 35.0 35 100 35.0 35
Leather, footwear, etc. 34.6 35 100 16.0 35
Non-electrical 32.4 35 100 12.9 35
machinery

Electrical machinery 31.9 35 100 14.1 25
Transport equipment 331 35 100 18.6 35
Manufactures, n.e.s. 33.0 35 100 15.2 35

Source: WTO; ITC; UNCTADWord Tariff Profiles , 2014
Export tariffs

Brazilian Government imposes export tariffs on raitmree products: (i) cigarettes
containing tobacco; (i) wet blue leather; and)(iarms and ammunition. The
exportation of cigarettes containing tobacco isjexxtbd to the payment of an export
tariff of 150% when destined for Latin and Cen#aherica. This measure was adopted
in 1998 (Decree f 2.876/1998) with the aim of avoiding tax evasitmough
triangulation in neighboring countries. Regardihg exportation of skins and leather
products, the imposition of an export tariff of 38 wet blue leather has the aim of
stimulate the export of products with higher addedue (Camex Resolution®n
42/2006). Finally, arms and munition to Latin Antariare also subject to an export
tariff of 150% due to security issues (Camex Resmhs rf. 17/2001 and 88/2010).

Preferential tariffs

As a member of Mercosul and due to the Common Ma@auncil Decision f
32/2000, Brazil only has bilateral preference tradeeements or preference programs
towards developing or least developed countriekiwiMercosul and Latin American
Integration Association (LAIA).

With Mercosur, Brazil’'s main vector of regionalegtation, the country has signed free
trade agreements with Israel, Egypt, and Palestind, preferential trade agreements
with India and Southern African Customs Union (SACU

It should be emphasized that these agreementsaafeom ambitious, often covering
only a small number of tariff lines subject to masgof preference, as occurs in the
PTA with India, and restricted to trade in goodfieTPTA with Israel and Egypt
predicts the liberalization of trade in serviceb&implemented in the future, but there
IS no set deadline.

Within LAIA, Brazil has signed a Regional PrefeliahfTrade Agreement (APTR-04)
and Economic Complementation Agreements (ECA) witAny Latin American
nations, as Chile, Bolivia, Mexico, Peru, Colombiaguador, Venezuela (which
recently accessed Mercosur), Cuba, Guyana anda@oeinHowever, these agreements,
although representing relevant tariff preferences Brazilian exports, are not
innovative in the regulation on bilateral trade efé are only rules that reproduce the
provisions of WTO without addressing issues andné that challenge the current
international trade.
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Among them, only the agreement with Chile provides the liberalization of the
services sector, while the agreements with Boli@dalombia, Ecuador and Venezuela
only predict the future trading of the subjectalscenario of global value chains, which
increasingly trades services instead of produdis, $ervice industry is of great
importance. Lack of liberalization in this areauees the effects that a PTA can bring
to Brazil commercial insertion.

In general, Brazil agreements have rules on tralende measures, technical barriers
and sanitary and phytosanitary barriers resuming pghmovisions of the WTO
agreements, while regulation of matters such adl@atual property, investments and
so-called new issues, namely, competition, envimin social and government
procurement clauses, is almost nonexistent.

The preference margins agreed by Brazil within AFOFR are presented in the
following table. All signatory countries have pretsl a List of Exceptions with the
products that are excluded from the preferencestepa

Table 2: Preferential tariffs within APTR-04

Bolivia, Ecuador Colombia, Peru Argentina,
Paraguay Chile, Cuba, Mexico,
Uruguay , Brazil
Venezuela
Brazil 48% 40% 28% 14% 20%

Source: MDIC.

The ECAs have the aim of enhancing ‘economic dgreknt of the Aladi members
through complementarity of production systems i@ tegion. Among the ECAs, the
highest tariffs are applied to Mexico (ECA 53 arij,ZLuba (ECA 62), and Peru (ECA
59), and the lowest ones are applied to Mercosuntcies (ECA 18).

l.2. EU
Import Tariffs

The EU binds 100% of its tariff lines in the WTO damll its concessions are
implemented. Most of its tariff lines are chargad valorem still 4.8% of its bound
tariffs and 5.0% of its applied tariffs are subjerhon-ad valorenduties.

Countries that are not qualified for a special datty have normal trade relations status
with the EU and the general duty rates apfilghould be noted that 26.9% of the EU
total applied tariff lines are duty free for allwdries, regardless of tariff preferences
programs or agreements.

4 MDIC. ALADI . Available at: <http://www.mdic.gov.br/sitio/intes/interna.php?area=5&menu=412>.
Accessed in; 24, August 2015.
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Table 4: EU Tariff Profile (2014) (%)

Bound Applied
Simple Average 5.2 5.5
Maximum duty 605 605
Non-ad valorem 4.8 5.0
Duty-free 28.9 26.9

The European average bound tariff for all imponpeoducts is 5.2%, and the average
applied one is 5.5%, covering a universe of 10 M&3 applied tariff lines.

For agricultural products, the average bound t&iff3.5%, and the average applied one
is 13.2%. The sector also concentrates the greaterof the non-ad valorem duties,
approximately 32%. In 50% of the product groupsdterage applied tariffs are higher
than the one observed for all agricultural produets can be seen in the following
sectors: dairy products (52.8%); sugars and caofesty (29.7 %); animal products
(20.0%); beverages and tobacco (20.8%); and cemedlipreparations (17.1%).

It is also the agriculture sector that has the nsagnificant tariff peaks. Six of its
product sectors present tariff lines which haveffsahigher than 100%, and in the
subsector related to dairy products it may takéoup05%.

The non-agricultural sector has lower tariffs thte agricultural one. The average
bound tariff is 3.9%, and the average applied sn&2%. The maximum MFN applied
duties are considerably lower than the ones pezdeivhen analyzing the agricultural
sector.

Table 5: Import tariffs by product groups (2014) (%)

Bound tariffs Applied tariffs

Product Groups

Average Max Binding (%) Average Max
Agricultural Products
Animal products 23.2 133 100 20.0 133
Dairy products 53.9 597 100 52.8 511
Fruit, vegetables, 10.2 154 100 10.7 154
plants
Coffee, tea 6.2 21 100 6.2 21
Cereals & preparations 21.9 60 100 17.1 60
Oilseeds, fats & oils 5.6 86 100 6.1 86
Sugars and 30.6 131 100 29.7 117
confectionery
Beverages & tobacco 21.2 165 100 20.8 162
Cotton 0.0 0 100 0.0 0
Other agricultural 41 101 100 4.4 08

products
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Non-agricultural products

Fish & fish products 10.9 26 100 11.8 26
Minerals & metals 2.0 12 100 2.0 12
Petroleum 2.0 5 100 2.8 5
Chemicals 4.6 17 100 4.6 17
Wood, paper, etc. 0.9 10 100 1.0 12
Textiles 6.5 12 100 6.6 12
Clothing 11.5 12 100 115 12
Leather, footwear, etc. 4.2 17 100 4.2 17
r';‘f;rc"hei'neecrgica' 1.7 10 100 1.9 10
Electrical machinery 2.4 14 100 2.8 14
Transport equipment 4.1 22 100 4.3 22
Manufactures, n.e.s. 25 14 100 2.6 14
Export tariffs

The EU does not apply export taxes to its produots.the contrary, as an economy
highly dependent on imported raw material supplieg, EU is therefore trying to

discipline developing country use of export taxed aestrictions at the World Trade
Organization (WTO) and in its FTAs.

Preferential tariffs

Currently the EU has the greatest number of FTA®Ioce. EU PTAs are usually open
with respect to industrial goods and defensive gnicaltural goods. Moreover, the EU
provides enhanced market access for a large numbedeveloping countries
unilaterally, mostly within the framework of its Geralized System of Preferences
(GSP).

The European GSP currently running has a threestiecture: (i) a standard scheme,
open to the broadest group of developing count(igss ‘GSP+’, which provides lower
tariffs to ‘vulnerable’ countries that implement 3pecific labor and human rights
agreements; and (iii) ‘Everything But Arms’ (EBAg, mechanism available to LDCs
only, which gives duty and quota-free access forosk all goods exported to the EU
(except for armaments).

The exam of the tariff profile of the EU demonstsathat applied tariffs presented by
the economic bloc are already low, except for s@gecultural goods protected by

> TOWNSEND, lanEU trade preferences for developing countrieshe GSP & ‘Everything But Arms.
SN/EP/3369, December 2008.
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quotas. The tariff profile of Brazil is high in tes of its bound tariff but relatively low
for its applied ones. Except for some sensitivadpots, the reduction of tariffs can be
accommodated in an extended period in a prefeter@gotiation.

IV. REGULATORY BARRIERS

During the GATT era, several Codes were developsdl @aopted. One code was
dedicated to Technical Barriers to Trade, and ctonige the TBT Agreements at the
creation of the WTO. During the Uruguay Round, ikeue of agricultural was
negotiated together with a specific agreement aritagg and phytosanitary measures,
the SPS Agreement.

IV.1. Technical Barriers to Trade

According to WTO'’s definition, technical barrierseathose derived from the use of
technical standards or regulations which are neith@nsparent nor grounded in
internationally accepted standards, or even frogattioption of conformity assessment
procedures that are either not sufficiently tramspaand/or too expensive, as well as
from excessively stringent inspections.

The Agreement on Technical Barriers to Trade (T®&¥$ adopted at the WTO with the
aim of regulating the subject, assisting membersdantifying the best course for
implementing standards and technical regulationg] avoiding the adoption of
procedures that would unnecessarily restrict irigonal trade. TBT rules apply to both
the product and its related processes and prodguntethods (PPMs), seeking to avoid
the imposition of unnecessary or discriminatoryhtecal barriers based on the manner
in which a good is produced.

TBT also applies to the imposition of labels th@an ao provide consumers with
information about products sold, which may influericeir preferences and thus modify
the conditions of competition within the market.

In general, the adoption of technical barriersteslato trade and the proliferation of
measures taken under the exceptional circumstapo®mgded in the TBT and in
accordance with the exceptions set out in Artiché &f the GATT 94 represents a
source of uncertainty for the international comniynThese rules may affect the trade
flow of goods, primarily through measures to engmeironmental safety and to protect
human health. In addition, technical requiremewntsether voluntary or mandatory, can
be used as a disguised means of protecting domastikets, which proves to be an
important factor for limiting the free movementggods and services.

In order to avoid the multiplication of technicalles that rely on different scientific
bases and hinder trade flows, TBT encourages theofisnternational standards as a
basis for technical regulations and standards egly members, as stated in the Code
of Good Practice (henceforth the Code). Howevahate standards do not achieve the
appropriate level of protection that a WTO membetetmines to be necessary in order
to achieve its objectives, such as protection ohdw health or national security, such
member is allowed to establish a rule or techniegjulation that goes beyond
internationally established standards.
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The gray area between possible harm and lack efriational legislation that offers an
appropriate level of protection brings forth theeusf the precautionary principle.
Accordingly, discussions are held on the impactt tkan be caused by the
implementation of technical standards and reguiatichat exceed those set
internationally, since adaptation to imposed rai®s be highly costly and can influence
changes in regulations for the admission in otentries as well.

The rise of TBT measures

The erosion of classic barriers to trade meanstll@®iWVTO has been successful in its
main goal: reducing the barriers of internatiomatle. Now that the classical obstacles
to trade are vanishing, the WTO is trying to adegalf into a World where economies
are integrating one another at full speed. Accaydim Subramanian and Kessler’s
concept of hyperglobalizatibnthe new economic dynamics are visible throughb@&llo
Value Chains where imports of parts and spearstlamexport of items that absorbed
those parts are a sign of a healthy economy. ;ZzWwWhrld, tariffs should be eliminated
and the new tools used to protect one’s own mateethe so-called non-tariff barriers
(NTBs). The international trade law is moving tod/g@rotecting the consumer, not the
producer, and measures are evermore based on fioecddr. Pascal Lamy, in recent
event in Brazil, said‘We're moving from protection to precaution. Thisomement
cannot be countered or halte@”

The immediate consequences of this proliferatiom®Ts by developed countries such
as US and EU are that the actual tools for devetppountries to work with at the
WTO - the maneuver gap between bounded and coasadidariffs — are rendered
ineffective. Raising the applied tariff level ofpmoduct until it reaches de bounded
tariffs will not grant developing countries’ expers all the required certifications to
export their labor intensive, lower added value dgpao developed countries.
Nonetheless, the same specific requirements thedtes demand and generates
feedback from the consumers, when applied to dapiensive goods, to higher added
value goods, differentiates their product from cefitppn. Once the consumer market
establishes higher grounds, it will not settleléss.

Along with the continuous tariff reductions rounttea round of negotiation, some
authors confirm that TBTs are stepping up into phetectionism void created by the
effectiveness of WTO. Bhagwati affirmed that coiesr obey the “Constant
Protectionism Law®, not intending to leave its markets unprotectedgvgelf points

the incidence of the race-to-the-bottom effectegunegative as it clashes with the
precautionary principle, in case countries try timslate exports of certain national
sector by cutting off TBTs costs through more lani@riff regulations. Meaning that,
instead of competitiveness, the country will be atrgg environment for less

® SUBRAMANIAN, Arvind; KESSLER, Martin.The Hyperglobalization of Trade and its Future
Peterson Institute for International Economics VifugkPaper No. 13-6. July 24, 2013. Available at:<
http://papers.ssrn.com/sol3/papers.cfm?abstrac? 297994 >.

" LAMY, P. In: International Conference on the Fetf WTO with Mr. Pascal Lamy, 2014, S&o Paulo
School of Economics at Getulio Vargas Foundation. inutés available at
http://ccgi.fgv.br/ptbr/international-conferencetfte-wto-multipolar-world-mr-pascal-lamy

8 BHAGWATI, J. “More on the Equivalence of Tarifffié Quotas”. In: American Economic Review,
58(1), 1968, p. 142-146.

° BAGWELL, K.; MAVROIDIS, P.; STAIGER, R. “It's a Qestion of Market Access”. In: American
Journal of International Law, 96(1), 2002, p. 67
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requirements along the value chain. Staiger nadtedl the country will enforce and
restrict TBTs if the sector has a marginal cosdtre¢ly lower than the rest of the World
to adapt to new standards, even if it has to dadirectly, through stimuli to civil
society and adoption of technical standards, valynbr not’. The consequence is
competitive advantage on the competition into ageaf already more selective
consumers.

The TBTs epidemic is also confirmed by Kee. The Naniff Measures (NTMs)
tarification data showed that the ad valorem taaWerage of TBTs is higher on
countries with higher GDP per capita, shedding light on the fact that tam#asures
can be replaced in equal effectiveness of protediop NTMs. He also noted that TBT
and SPS measures can be used as “escape clausesihgythe members opacity and
flexibility to protect their markets and increasardgmin powef. The voluntary
standards have a prestigious position in articudadipacity to policy making.

IV.1.1. The CTBT

The Committee on Technical Barriers to Trade (CTBINctions under Article 13 of
the TBT Agreement and is a valuable tool for memlberdiscuss standards or measures
taken by other members that may affect the inteynat trade. Its structure and
functioning is available aDecisions and Recommendations Adopted by the WTO
Committee on Technical Barriers to Trade Since duday 1995°

The TBT Committee in general holds three meetingsyeyear in which members can
discuss, among other themes, aspects of the imptatien of the Agreement,

notifications received, and raises specific tradacerns (STC).The CTBT works in

cooperation with governments and technical orgasisoompiling, analyzing and

overseeing technical barriers to trade. Raisingexific trade concerns (STCs) in the
Committee, a member can formally question anothenber’'s measures relating to the
Agreement on TBT, both in progress or already asthpDuring the Committee’s

regular meetings or in informal discussions betwaeembers, the STCs afford
members the opportunity to review trade concerna bilateral or multilateral setting

and to seek further clarification. Through dialogued exchange of information for
STCs raised it is possible, many times, to soleentiatter without resorting to the WTO
dispute settlement systétn

Analysis of CTBT Notifications and STCs
In accordance with the raise of TBT measures, tisea@ unmistaken growth pattern on

notifications to the Committee. Since its entryoirforce in January 1995 up to
December 2014, 126 members submitted 18,886 newicabons (including 148

Y STAIGER, R. W. “Non-tariff measures and the WT®@orking Paper ERSD-2012-01, Geneva, WTO,
2012, p. 6.

1 KEE, H.; NICITA, A.; OLARREAGA, M. “Estimating trde restrictiveness indices”. In: Economic
Journal 119(534), 2009, p. 191.

12\WTO. World Trade Report 2012, p. 72

13 WTO. Decisions and Recommendations Adopted ByWhi@O Committee on Technical Barriers to
Trade Since 1 January 1995, Note by the Secret®uatision, 9 de junho de 2011, G/TBT/1/Rev.10

“ HORN, H.; MAVROIDIS, P.C.; WIJKSTROM, E.Nn the Shadow of the DSU Addressing Specific
Trade Concerns in the WTO SPS and TBT Committéeé.Working Paper No. 960, 2013, p. 24.
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revisions) of technical regulations and conformagsessment procedures along with
4,379 addenda and corrigenda to notifications.

Figure 24 - Number of TBT Notifications from 1995 to 2014
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According to the 2015 Annual Review of the CTBT,amm the 1,535 notifications
received in 2014, protection of human health oretsaf prevention of deceptive

practices; protection of the environment; qualgguirements and quality requirements
were the objectives most frequently mentioned.

5 WTO. Nineteenth Annual Review of the Implementatand Operation of the TBT Agreement, Note
by the Secretariat, 7 March 2014, G/TBT/34, p. 3.
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Figure 25 - Notification by Objective 2014

Cost Saving and Increasing Productivity
Not Specified

National Security

Trade Facilitation

Protection of Animal or Plant Life or Health
Harmonization

Lowering or Removal of Trade Barriers
Adoption of Domestic Law

Consumer Info

Quality requirements 177

248
308

Protection of the Environment
Prevention of deceptive practices

Protection of Human Health or Safety 971

0 200 400 600 800 1000 1200

Source: WTO

The Annual Meeting also highlights that exactly #@ne pattern can be observed on
STCs. In 2014, 47 new concerns were raised andré&dooisly raised concerns were

discussed. It is worth noting that the number af 8pecific trade concerns is the higher
in any given year since 1995.

Figure 26 - Number of STCs on TBT from 1995 to 2014
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Source: WTO

In spite of the total decrease, it remains cleat the number of new STCs rose, while
those cases pending resolution decreased, which imdigate the parties were
convinced of the legality of the measure or decidetto pursue the matter further.



41

This might point to a rise in CTBT's efficiency tmlve issues concerning measures
taken by members. It is interesting to notice ttie objectives also reflect those
concerns on Notifications, with a curious twist ttategory 'other' covers a wide range
of stated objectives including trade facilitatiamdacost saving. STCs that do not have
clear objectives have been classified as "not &pdti

Figure 27 - STCs Objectives for Measures Raised, 99-2013, and 2014
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Since 1995, the most frequent stated objectivesazsures raised as STCs relate to the
protection of human health and safety. This is &ise for 2014, when 30 STCs on this
objective were raised. It is worth clarifying thidile category “other” encompasses a
wide range of stated objectives such as tradatktain, enhancing the effectiveness of
conformity assessment, or avoiding entry of illggalducts.
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Figure 28 — Types of STCs raised, 1995-2013, andl20
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The most frequent concern raised was, by far, pamesicy-related, where members
asked for more information or clarification. Avorda of unnecessary barriers is also a
concern usually invoked.

Figure 29 — STCs Parts from 1995 to 2014
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One interesting point of the Review is that devetbpountry normally raises normally
more STCs than suffers them.

From all general data gathered, one can infer thete has been a steady raise in
technical barriers adopted and notified by memlibes these measures are being
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discussed in the CTBT and those making more ugleifmechanism are the developed
countries.

According to the WTO World Trade Report 2012 on Nariff Measures, the majority

of non-tariff measures are destined to agricultlitee weighted average of NTMs on
agriculture is of 62.5% and of 45.1% on manufactug®mods. The users of such
measures should also be highlighfed

Main actors

From 1995 to 2013, the top 10 members whose measiaee been most frequently
discussed at the CTBT are the EU (89), China (45),(44), Korea (30), India (20),
Brazil (19), Indonesia (17), Mexico (12), Japan)(Ehd Canada (10).

Figure 30 — Members most Frequently Subject to STC4995-2013
100

89

Source: WTO

In 2014, the members most frequently subject to SWere, respectively, Ecuador (11),
EU (9), Russia (6), China (4), US (3), Saudi Aral@ip Brazil (2), and Colombia (2).

% |dem, p. 115-116
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Figure 31 — Members most Frequently subject to STC2014
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From January 2010 to July 2015, observing the hieha¥ Brazil and the EU in terms
of STCs, the EU rose, alone or accompanied by ottenbers, 8 of 10 STCs against
Brazil. Brazil, in its turn, raised 5 STCs agaitinst EU.

Figure 32: STCs against the EU from January 2010 tduly 2015
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From January 2010 to July 2015, 40 Specific Tradadérns were raised against the
European Union. China was the most active couménging 14 STCs. Subsequently,
there were United States (11), Argentina (10), @an®), Brazil (5), India (5), Mexico
(5), Indonesia (5), South Korea (4), and Austrédia
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Figure 33: STCs against Brazil from January 2010 tduly 2015
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From January 2010 to July 2015, 9 Specific Traded€ms were raised against Brazil.
The European Union was responsible for the majarftthem (8). Others relevant
actors in raising STCs against Brazil were Mexi&), (Unitedes States (3), and
Switzerlanda (2).

Main products notified by Brazil

Brazil presented 305 new notifications from Janu2a®l0 to July 2015. The main
products notified by Brazil were machinery and eguent, medical and pharmaceutical
material (emphasis in cosmetics) foods and beverage chemicals.

Brazilian notifications concentrate on the top dported products by Brazil, according

to MDIC: chemicals (especially fuel, oils and ferers), mechanical equipment,

electrical and electronic equipment, motor vehi@ed parts, plastics and its products,
pharmaceuticals, and optical and precision equiprien

Main Products Notified by EU

The EU made a few improvements in its internal iaguy system. The Regulation
(EC) n° 764/2008 establishes procedures relatirthecapplication of member States’
technical requirements, and enforces the legigatieherence aimed by Directive
98/34/EC, that regulates notifications, harmon@atand mutual recognition among
members. From January 2010 to July 2015 the EUfiedti41l5 new technical
regulations to the CTBT, covering household apgksn electric and electronic
equipment, biocidal products, machinery, motor gigsi and parts, measuring devices,
chemicals, food, cosmetics and textile products.

It is quite interesting that foods and chemicaésponsible for 17,4% total imports of
EU in 2013, are also the focus of a large sharth@fmotifications. Machinery, motor

" MDIC, Brazilian Trade Balance Consolidated Data2(. 27
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vehicles and parts, also subject to notificatioostrespond to 24,1% of the total
imports®,

Main STCs Brazil Endured

Since January 2009, out of 138 STCs raised agtiesiO aforementioned members,
Brazil joined as a concerned party in only 11 cas&sen against EU, about seal
products, poultry meat, Grenelle 2 Law, honey coirig pollen from genetically
modified maize, prevention of legal supply chairsfaisified medical products for
human use, and wine and grape juice. Also, tobagainst Canada, Requirements for
Information Security Products and encryption aga@tsina and, against Indonesia, one
STC on the inclusion of sugar, salt and fat coniefdrmation, as well as health
messages on the label of processed foods, andathelal food.

IV.1.2. TBT and the DSU

Fifty cases under the WTQO'’s Dispute Settlement Bodye cited the TBT Agreement
in their request for consultatioh$The following articles are the ones in which thisre
most disagreement among members: Article 2 (PréparaAdoption and Application

of Technical Regulations by Central Government Bsyli followed by Article 2.2,

Article 2.1, and Article 5 (Procedures for Assessimef Conformity by Central

Government Bodies).

IV.1.3. Precautionary Principle

The EU adopts forms of consumer protection by dpglyhe precautionary principle as
a base for many regulations. The European precariologic permeates its whole
normative system. The application of the principfetechnical requirements is based
on the Regulation (EC) 764/2008. It establishesuadutecognition among member
states, and it also regulates imports from outdide EU under the technical
harmonization.

Under the new approach to technical harmonizatamndhed in the mid-1980s,
legislation adopted contains requirements expressegrms of performance-based
indicators or objectives. Essential requiremenfidedhe results to be attained, or the
hazards to be dealt with, without specifying anytipalar technical solution. This
approach covers a wide variety of products, inelgdilectrical and electronic products,
pressure equipment and gas appliances, toys, neghimedical devices, radio and
telecom equipment, elevators, personal protectiyeipeent, equipment for use in
explosive atmospheres, and recreational craft. Gtloat are covered by new-approach
technical regulations are subject to conformityeassent procedures commensurate
with the level of risk associated with them. Lamg®duct sectors considered low to
medium risk are subject to a supplier's declaratiobconformity. For certain categories
of products deemed high risk, third-party confognassessments conducted by notified
bodies are required beforehand. These high-riskdgaaclude high risk medical

18 Data extracted from Trade Export Helpdesk, avidlab at
http://exporthelp.europa.eu/thdapp/display.htm?pat§é2fst Estatisticas.html&docType=main&langua
geld=pt

19 WTO. Disputes by agreement Available at: <

http://www.wto.org/english/tratop_e/dispu_e/dispgreements_index_e.htm?id=A22>.
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devices, certain types of pressure equipment,cigbleways, gas appliances, and most
types of equipment for use in explosive atmospheres

IV.2. Sanitary and Phytosanitary Measures

Sanitary and phytosanitary measures are usualgntak a member in order to protect
its territory against risks linked to food safetyimal health and plant protection or to
prevent or limit damage from the entry, establishti@ad spread of peéfs

The Sanitary and Phytosanitary Measures AgreentAS) was negotiated with the
purpose of establishing clear rules and a levefipipfield so that members would be
able to set sanitary and phytosanitary standards rflect their national interest
without becoming unnecessary obstacles to trade.

The SPS Agreement recognizes the right to adoptasarand phytosanitary measures
necessary for the protection of human, animal antplife or health as long as there are
scientific principles that may well support suclgukation and do not represent a
unjustifiably discrimination or disguised trade treegions regarding foreign products.
Members are allowed to set higher standards basegmropriate assessment of risks if
the approach is consistent, not arbitrary. As @ TBT Agreement, it is also possible to
apply the precautionary principle.

Furthermore, members are encouraged to use intamahtstandards, guidelines and
recommendations as a means of harmonizing theulatgns, such as the FAO/WHO
Codex Alimentarius Commission for food; the Intdéromal Animal Health
Organization for animal health; and the FAO’s stuiat of the International Plant
Protection Convention for plant health.

IV.2.1. The SPS Committee

The Committee on Sanitary and Phytosanitary Measwees established as a means of
guaranteeing transparency and overseeing the ingpliaition of the SPS Agreement by
providing a forum for the exchange of informatiamdaconsultation on aspects related
to food safety and animal and plant health measiiembers shall make notifications
when introducing new or changed import requirements a suitable time so that the
other countries may provide comments.

The SPS Committee in general holds three meetings/ g/ear in which members can
discuss, among other themes, aspects of the imptatren of the Agreement,
notifications received, and raise specific tradaceons (STC). These mechanisms are
useful for many countries insofar as they can leadkxchanges of information or
bilateral consultations and often resolve problentsout resorting to the DSB.

From 1995 to 2013, 368 STC were raised in the Sét8mittee.

20 WTO. Sanitary and Phytosanitary Measures  Available at: <
http://gtad.wto.org/trta_subcategory.aspx?cat=33413
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Figure 34 — Number of new issues raised in the SE®mmittee 1995-2013
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Animal health and zoonosis is the most questiohethe, representing 45% of all the
trade concerns raised since 2010. Among the coscised, 24% were related to
transmissible spongiform encephalopathies, whikuds related to foot-and-mouth
disease account for 24%, and avian influenza repteg%>' Food safety, plant health
and other issues count for 45%, 17%, and 6% reispbct

Figure 35 — Specific Trade Concerns since 2010, bybject
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Source: WTO, 2014

Developed countries are the main actors both @isgsues and maintaining the
measures questioned, while developing countries paetiominantly as supporting
members.

2LWTO. Specific Trade Concerns G/SPS/GEN/204/Rev.14, March 2014, p. 6.
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Figure 36 — Participation by WTO Members (1995-2013
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Members raising

In the past few years developing countries havevehgreater activity regarding the

proposition of new trade concerns and, especiatiges2008, they even surpassed the
performance of developed countries. In 2013, deretp members raised 16 trade
concerns, while developed ones raised 8 (leastlole®®@ countries did not raise any
STC in the same yea.

Among the members that most frequently launch $&®:tconcerns are USS§1 EU
(2", and Brazil (&). These countries also are amidst the Membersibat frequently
face SPS STC: EU {}, US (4", and Brazil (18).23

The EU and the US undoubtedly are protagonistserSiPS Committee.

During 2013, the EU raised concerns about impostritions due to Bovine
Spongiform Encephalopathy (BSE); ban of offal; pamkport restrictions; Brazilian
import requirements for wine; restrictions relatedavian influenza; and certification
requirements for imports.

Brazil, in the same year, raised issues mostlynguort restrictions on beef due to BSE
and on poultry meat; European restrictions on mhoirtation of fruits and fruit juices;
and Korean and Chinese application of regionabratequirements on impors.

IV.2.2. SPS and DSU disputes

Specific trade concerns related to SPS do not ttotesta prior mechanism to the
dispute settlement system as stablished by the WN&ertheless, STC frequently
express divergences of views between members iiegattie consistency of SPS
measures adopted within the territory of a certaiember. Questioning national

22\WTO. Specific Trade Concerns G/SPS/GEN/204/Rev.14, March 2014, p. 7.
Z HORN, H.; MAVROIDIS, P.C.; WIJKSTROM, E.Nn the Shadow of the DSU Addressing Specific
Trade Concerns in the WTO SPS and TBT Committéeé.Working Paper No. 960, 2013, p. 9.
2‘5‘ WTO. Specific Trade Concerns G/SPS/GEN/204/Rev.14, March 2014, pp. 28-31.
Ibid.
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regulations is a means of demonstrating that angiwmember has reasons to believe that
certain obligations under the SPS Agreement ard@iog implemented.

There is strong evidence that the SPS Committestafely contributes to defusing or
preempting conflicts between WTO members. Fromtlad STC previously raised
within the Committee, only 6 led to formal proceegi under the WTO dispute
settlement system.

Altogether, SPS Agreement is mentioned in 43 dismatses since 198%The most
mentioned article is Article 5 (Assessment of Riakd Determination of the
Appropriate Level of Sanitary or Phytosanitary Bobion), followed by Article 2
(Basic Rights and Obligations), Article 7 (Transpary), and Article 8 (Control,
Inspection and Approval Procedures).

Conclusion

It is possible to conclude that for the EU and Bralze regulatory measures notified by
these members to the WTO Committees are concemtwatéheir main trade sectors.

Those measures, notified or not to the CTBT or GS#& frequently raised as STCs
against the member maintaining it, and the questgurrounding them are formally
discussed in bilateral or group negotiations. Ttennobjectives of STCs are to discuss
and enlighten technical details, postpone the entoyforce of the measure in question,
and recommend members to attain to internationigletjnes according to the TBT and
the SPS Agreements instead of using more reseictieasures such as panels in the
DSB.

The increasing use of voluntary standards by thedElonstrates a sophistication of
their normative system and customary use of volynsdandards. It is difficult to
understand, however, why the European Union issmefuto discuss the impacts of
these standards in their related Committees, aoraittat is distorting trade and causing
great concern from other partners.

This is an odd posture, since that the data seletéarly shows that the EU is actively
engaging in the meetings, both as member maintaimandated regulations, raising
them to discussions, meaning that it is not onlgceoned with regulatory barriers to
trade, but also seeking to influence the discussam the decisions of other members.

2 WTO. Disputes by agreement Available at:
<http://www.wto.org/english/tratop_e/dispu_e/disagreements_index_e.htm?id=A19>.
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V. TRADE DEFENSE

The use of trade defense instruments is based les set out by the World Trade
Organization (WTO).

V.1. Antidumping

Antidumping measures are often used against a tigituaof international price
discrimination, where the price of a product whelt sn the importing country is lower
than the normal value found in the market of theoeting country for the like product.

According to the Antidumping Agreement of the WTtBe practice of dumping is

condemned whenever cause or threaten to cause itgua domestic industry, or

materially retards the establishment of a domastitistry. Besides the existence of
dumping and injury, it is also required the demmigin of a causal relationship
between the dumped imports and the injury to theestic industry.

In a few words, the first step to be taken in aregtigation that aims the application of
antidumping measures is the determination of theadled normal value of the product
for the subsequent determination of the dumpinggmarThe dumping margin is
calculated from the difference between the nornadlier of the product and the export
price for the like product. Then it must be detered the material injury, the threat of
material injury, or material retardation of theaddishment of a domestic industry and it
must be established the causal link between dunmpeorts and material injury.

Brazil

From 1995 to 2014, 122 investigations have beetiaiad against Brazil, which

resulted in 89 antidumping measures applied. The iktlated 9 and applied 3

measures. The sectors most affected were basesnagtdlarticles (38 investigations
initiated and 38 measures applied); machinery amtectrecal equipment (21

investigations initiated and 12 measures appliedy] resins, plastic and rubber (12
investigations initiated and 10 measures applied).

In the same period, Brazil initiated 369 investigas and applied 197 measures. Amid
the initiated investigations, were 4 against the Bt 5 measures were applied against
the EU. The sectors most impacted were base matalsarticles (75 investigations
initiated and 43 measures applied); resins, plastecrubber (98 investigations initiated
and 28 measures applied); and chemicals (62 ima&ins initiated and 28 measures
applied).

EU

In the analyzed period, 108 investigations havenbagiated against the EU, which
lead to the implementation of 74 antidumping measuBrazil was among the countries
that initiated investigations and applied measaganst the EU. It has initiated 4 and
applied 5 measures. The following sectors are antoagnost affected ones: chemicals
(55 investigations initiated and 38 measures a@plieesins, plastic and rubber (18
investigations initiated and 14 measures appliadd base metals and articles (10
investigations initiated and 7 measures applied).
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During this time, the EU initiated 468 investigatsoand applied 298 measures. Amid
the initiated investigations, 9 were against Braaild 3 were effectively applied. The
sectors most impacted were base metals and ar{ibbsinvestigations initiated and
111 measures applied); chemicals (85 investigatimtiated and 61 measures applied);
and machinery and electrical equipment (58 invasibigs initiated and 32 measures
applied).
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Table 3: Antidumping - Investigations initiated and measures applied against Brazil and EU (1995-2014)

1995 1996 1997 1998 1999 200( 200[L 2002 2003 2do4 005 2| 2006 2007 | 2008 2009 2010 2011 2012 2013 2014 Total
(M|t ML (M1 M| M| (M| M| M T M MMM (MMM ML (MM ]I [M]I M I M
Brazil | 8 | 9| 10| 10| 5| 7| 6 6 18 5 ¢ 8 13 2 3 6 (3 |4 |10 |34 | 5| 7| 5|2 2|3 2/ 12 3 3 4 3 2 2 p B |3 D 3122 | 89
EU o| o] 1| o 2| 1| 4| 1| 71 4 9 4 8 10 6 10 |7 |3 |6 |5 |3 |B|2| 1| 4| 3| 6| 1| 9| 4 3 4 5 8§ 8 4 8 6 108 | 74
Source: WTO
Obs: | = Investigations initiated; M = measuresliggb
Table 4: Antidumping - Investigations initiated and measures applied by Brazil and EU (1995-2014)
1995 1996 1997 1998 1999 2000 2001 2002 2Q03 2704 2005 2006 2007 2008 2009 2010 201] 2012 2013 2014 Total
(M|t M| M| ML ML (M| (M| MMM MM M|l T [M|T |[M|IT|{M[I |[M]I [M]|I [M]|I [M I M
Brazil | 5| 3| 18| 6| 11| 2| 1§ 14 16 5 11 9 17 13 |8 |5 |4 |B | 5| 6| 3| 12| O 13 9 24 11 9 16 37 |5 16 (3 |47 |14 |54 | IB | 32| 369 | 197
EU 33| 15| 25| 23 41 23 2P 28 65 18 B2 @l |28 (13 |20 | 25| 2 | 30| 10| 24/ 20 3% 12 9 1 19 15 45 |9 (15 |5 |17 |11 | 1B | 4 | 12| 14| 1| 468 | 298
Source: WTO

Obs: | = Investigations initiated; M = measuresliggb

Table 5: Antidumping - Investigations initiated and Measures applied: Reporting Member vs Exporting Cantry (1995-2014)

Brazil EU
| M [ M
Brazil - - 4 5
EU 9 3
Source: WTO
Obs: | = Investigations initiated; M = measureslizop




Table 6: Antidumping - Investigations initiated / measures applied against Brazil and the EU (1995-24)1

Brazil EU
Sector | M | M
Live animals and 5 5 1 1
products
Vegetable products 2 1
Anlma_l and vegetablg 3 0 0 0
fats, oils and waxes
Prepared foodstuff
beverages, spirits|, 2 1 1 0
vinegar; tobacco
Mineral products 2 2 1 1
Products of the|
chemical and allied 10 8 55 41
industries
Resins, plastics and
articles; rubber ang 12 10 18 15
articles
Hides, skins and
articles; saddlery and 0 0 0 0
travel goods
Wood, cork and
articles; basketware 6 1 0 0
Paper, paperboard and
articles 9 6 7 3
Textiles and articles 8 4 2 1
Footwear, headgear;
feathers, artif. flowers 0 0 0 0
fans
Articles  of  stone,
plaster; ceramic prod. 4 3 0 0
glass
Pearls, pre.(:loqs stones 0 0 0 0
and metals; coin
Base metals and
articles 38 39 10 9
Mach!nery _ and 21 12 1 0
electrical equipment
Vehicles, aircraft and 1 0 0 0
vessels
Instruments,  clocks
recorders and 2 1 2 2
reproducers
Miscellaneous 0 0 0 0

manufactured articles

Source: WTO

Obs: | = Investigations initiated; M = measuresligop
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Table 7: Antidumping - Investigations initiated and measures applied by Brazil and the EU (1995-2014)

Brazil

EU

Sector

Live animals and
products

Vegetable products

Animal and vegetable
fats, oils and waxes

Prepared foodstuff;
beverages, spirits,
vinegar; tobacco

Mineral products

Products of the
chemical and allied
industries

62

32

85

61

Resins, plastics and
articles; rubber and
articles

98

a4

35

19

Hides, skins and
articles; saddlery and
travel goods

Wood, cork and
articles; basketware

Paper, paperboard and
articles

13

12

Textiles and articles

24

20

43

Footwear, headgear;
feathers, artif. flowers,
fans

Articles of stone,
plaster; ceramic prod.;
glass

20

16

11

Pearls, precious stone
and metals; coin

" 0

Base metals and
articles

75

45

160

111

Machinery and
electrical equipment

58

32

Vehicles, aircraft and
vessels

Instruments, clocks,
recorders and
reproducers

Miscellaneous

14

manufactured articles

12

Source: WTO

Obs: | = Investigations initiated; M = measuresligop
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V.2. Subsidies and countervailing measures

According to the WTO Agreement on Subsidies andnBawailing Measures (SCM),
the definition of the term “subsidy” comprises #renain elements that must be
satisfied in order for a subsidy to exist: (i) mafincial contribution, (ii) by a government
or any public body within the territory of a Membeiii) which confers a benefit. In
order for a financial contribution to be a subsidynust be made by or at the direction
of a government or any public body within the temy of a Member. These two
categories of subsidies are prohibited becausedheylesigned to directly affect trade
and thus are most likely to have adverse effecthemterests of other Members.

The agreement also defines two categories of sissigrohibited and actionable.
There are two types of prohibited subsidies: tret fype consists of subsidies related to
the export performance; the second comprises thealged local content subsidies,
giving preference to the use of domestic goods amgrorted ones. Because they
directly affect trade and thus are most likely tvér adverse effects on the interests of
other Members, the use of these two categoriesifuigidies are prohibited among the
members of the WTO.

Actionable subsidies are not prohibited, and mdshe existing subsidies fall in this
category. In order to challenge a given subsidg,dbmplaining country has to show
that the subsidy has an adverse effect on itsasterotherwise the subsidy is permitted.
The SCM lists three types of adverse effects thatle alleged by the party: (i) injury
to a domestic industry caused by subsidized importke territory of the complaining
member; (ii) serious prejudice that usually ariassa result of adverse effects in the
market of the subsidizing member or in a third coumarket; and (iii) nullification or
impairment of benefits, which arises most typicalljere the improved market access
presumed to flow from a bound tariff reduction rearcut by subsidization.

If domestic producers suffer damages caused by risipof subsidized products,
countervailing duty can be imposed. Countervaitingy can only be charged after the
importing country has conducted a detailed invesibgn similar to that required for
antidumping action.

Brazil

Countervailing duties are used less frequently thidumping measures. From 1995
to 2014, Brazil has been submitted to 7 countengaiprocess investigations, and 8
measures were applied. The EU have initiated avgstigations against Brazil. AlImost
all the investigations initiated and all the measuapplied are concentrated in the base
metals and articles sector (6 initiated; 8 applied)

In its turn, Brazil has initiated 10 investigatiomsd has applied countervailing

measures 7 times. Although the country did notiatét any investigation in the

vegetable products sector, this is the one thaivgthe greatest number of measures
applied: five out of seven.
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EU

In the analyzed period, the EU was subject to 1deshgations and to the
implementation of 12 countervailing measures. Tlaénmsectors affected were prepared
foodstuff; beverages, spirits, vinegar; tobaccanfiiated; 7 applied); and animal and
vegetable fats, oils and waxes (3 initiated; 3 izl

The EU initiated 74 investigations and applied 3&asures, and none of them were
against Brazil. The investigations and measures weginly distributed between the

following sectors: base metals and articles (2@at@d; 10 applied); resins, plastics,
rubber and articles (16 initiated; 8 applied); dedtile and articles (13 initiated; 5

applied).



Table 11: Countervailing measures - Investigationsitiated and measures applied against Brazil andhte EU (1995-2014)

58

1995 1996 1997 1998 1999 2000 200 2003 2004 005 2 2006 2007 2008 12 2014 Total
M1 | M| T (M| [M[I |[M[I [M]|I (M I I | M| I | M | M
Brazil | 0 4 0 0 1 0 1 0 1 Q 1 2 0 0 01 0|l 0| O 7 8
EU 31| 1 2| 1| of 1| 2/ 1 049 4@ 1 D 1 1 1 0| 0|0 1 114 | 12
Source: WTO
Obs: | = Investigations initiated; M = measuresligop
Table 12: Countervailing measures - Investigationsitiated and measures applied by Brazil and the EL{1995-2014)
1995 1996 1997 1998 1999 200( 200[L D3 042005 2006 2007 2008 2014 Total
| M I M | M | M | M M | | | M M M M M | M
Brazil | O 5 0 0 0 0 q a | D 0 0 0 0 4 D 10 7
EU 0| O 0 19 0 10 6 P 3 3 D of 2| o L p. p 74 | 35
Source: WTO
Obs: | = Investigations initiated; M = measureslizop

Table 13: Countervailing measures - Investigationsitiated and Measures applied: Reporting Member vEExporting Country (1995-2014)

Brazil EU
[ M | M
Brazil - - 0 0
EU 0 0 - -
Source: WTO

Obs: | = Investigations initiated; M = measuresliggb
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Table 14: Sectoral distribution of countervailing neasures - Investigations initiated and measures afpd against Brazil

and the EU (1995-2014)

Brazil

EU

Sector

Live animals and productg

o

o

=

[

Vegetable products

Animal and vegetable fats
oils and waxes

Prepared foodstuff
beverages, spirits, vinega
tobacco

Mineral products

Products of the chemicg
and allied industries

Resins, plastics an
articles; rubber and article]

2

Hides, skins and articles;

saddlery and travel goods

Wood, cork and articles|
basketware

Paper, paperboard an
articles

Textiles and articles

Footwear, headgeatr;

feathers, artif. flowers
fans

Articles of stone, plaster|
ceramic prod.; glass

Pearls, precious stones al
metals; coin

nd

Base metals and articles

Machinery and electrical
equipment

Vehicles, aircraft and
vessels

Instruments, clocks
recorders and reproducer

Miscellaneous
manufactured articles

Source: WTO

Obs: | = Investigations initiated; M = measuresligop
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Table 15: Sectoral distribution of countervailing measures - Investigations initiated and measures alipd by Brazil and

the EU (1995-2014)

Brazil

EU

Sector

Live animals and productg

Vegetable products

Animal and vegetable fats
oils and waxes

Prepared foodstuff

beverages, spirits, vinegar;

tobacco

Mineral products

Products of the chemicg
and allied industries

Resins, plastics an
articles; rubber and article]

Hides, skins and articles;

saddlery and travel goods

Wood, cork and articles|
basketware

Paper, paperboard an
articles

Textiles and articles

Footwear,
feathers, artif. flowers
fans

headgear;

Articles of stone, plaster|
ceramic prod.; glass

Pearls, precious stones al
metals; coin

nd

Base metals and articles

10

Machinery and electrical
equipment

Vehicles, aircraft and

vessels

Instruments, clocks
recorders and reproducer

Miscellaneous

manufactured articles

Source: WTO

Obs: | = Investigations initiated; M = measureslegop
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V.3. Safeguards

The adoption of safeguards measures, also unddrst®@ restriction of imports of a
product temporarily, is permitted if the domestidustry of a given member is injured
or threatened with injury caused by a surge in irtgpdJnlike the practices previously
discussed (antidumping e countervailing measussggguard measures do not aim to
respond to a condition of unfair competition; irste they aim to the emergency
protection from an import surge.

There are two kinds of import “surge” that justtfye adoption of safeguard measures:
(i) a real increase in imports (an absolute inagasr (i) an increase in the imports’
share of a shrinking market, even if the import it has not increased (relative
increase). Moreover, the injury must cause or tere@ao cause serious injury to the
domestic industry. The Safeguard Agreement (SA)Xhef WTO defines the term
“serious injury” as a significant overall impairnmteim the position of a domestic
industry, while the “threat of serious injury” shak understood to mean serious injury
that is clearly imminent and based on facts.

The SA also sets out criteria for evaluating whetiserious injury” is being caused or

threatened, and the factors which must be consideredetermining the impact of

imports on the domestic industry. When imposed,akeguiard measure should be
applied only to the extent necessary to prevemewredy serious injury and to help the
industry concerned to adjust. Where quantitatiwriaions (quotas) are imposed, they
normally should not reduce the quantities of impd¢low the annual average for the
last three representative years for which statistie available, unless clear justification
is given that a different level is necessary tovpre or remedy serious injury.

In the last nineteen years (1995-2014), Brazil inggted safeguards investigations 4
times and applied it in 2 of them. The sectors Imcl the safeguards were applied were
vegetable products (1) and miscellaneous manufettarticles. The EU initiated 5
investigations and applied safeguards 3 times. Jdwtors protected by safeguards
measures were live animals and products (1); bastlsnand articles (1); and
beverages, spirits and tobacco (1).



Table 16: Safeguard initiations and measures applieby Brazil and the EU (1995-2014)
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1995 1996 1997 1998 1999 2000 200 2002 20p3 20042005 2006 2007 2008 2009 201 201 201 2013 2014 Total

I M1 | M M M|l M M |1 (M M T M I M M M M M M M M M | M | M

Brazil | 0| O 0 a q | D 0 0 |0 0 0 0 D D D 4 2

EU 0| O 0 0 a q L 0o |1 0 0 0 0 0 0 a q 3
Source: WTO

Obs: | = initiations; M = measures applied
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Table 17: Safeguard initiations and measures applieby Brazil and the EU by sector (1995-2014)

Brazil EU

Sector | M | M

o
o
[
[

Live animals and products

Vegetable products 1 1 1 0

Animal and vegetable fatg,
oils and waxes

Prepared foodstuff
beverages, spirits, vinegar; 1 0 1 1
tobacco

Mineral products 0 0 0

Products of the chemicdl
and allied industries

Resins, plastics and
articles; rubber and 0 0 0 0
articles

Hides, skins and articleg;
saddlery and travel goods

Wood, cork and articles|
basketware

[}

Paper, paperboard ar
articles

Textiles and articles 0 0 0 0

Footwear, headgeatr;
feathers, artif. flowers 0 0 0 0
fans

Articles of stone, plaster}
ceramic prod.; glass

Base metals and articles 0 0 1 1

Machinery and electrical
equipment

Vehicles, aircraft and
vessels

Instruments, clocks
recorders and reproducers

Miscellaneous
manufactured articles

Source: WTO
Obs: | = initiations; M = measures applied

In summary, the exam of the instruments of traderde between Brazil and the
European Union demonstrates that in the presem, tiese instruments are not being
used with the frequency that would characterizenappropriate utilization. Hence, it

can be asserted that there is no abusive use dottalled unfair trade among these
partners.
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VI. INVESTMENT
VI.1. Investments

There are two main categories of Foreign Directeftment (FDI) as defined by
UNCTAD: FDI flows and FDI Stock.

UNCTAD defines FDI Stock athe value of the share of associate and subsidiary
enterprises capital and reserves (including retdirpgrofits) attributable to the parent
enterprise (this is equal to total assets minualtiabilities), plus the net indebtedness
of the associate or subsidiary to the parent fifflar branches, it is the value of fixed
assets and the value of current assets and invassmexcluding amounts due from the
parent, less liabilities to third partiés

FDI flows are composed of net sales of shares aahsl from associates and
subsidiaries to the parent company and its shatheofffiliate’s reinvested earnings
plus total net intra-company loans provided bygheent company.

It is possible to have reverse flows, which cossadt a negative result in one of the
above-mentioned components superseding the poaitiaeints of the others.

Figure 37 — Brazil: FDI Inflow from the EU (2008-20L2) in US$ Billion
45
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Source: UNCTAD.

Brazil FDI inflow from the EU has progressively gno in the last years ranging from
US$ 14.7 bn in 2008 to US$ 31.6 in 2012. This tesibws that FDI inflow from the
EU to Brazil more than doubled in five years. Hog EU, from 2010 to 2011 the FDI
inflow doubled and reached US$ 39.6 bn. The EUeasgmted 50.3% of all Brazil FDI
inflow in the last five years.

2 Cf. UNCTAD. Sources and Definitions Available at
<http://unctad.org/en/Pages/DIAE/FDI%20Statistics8es-and-Definitions.aspx> (Accessed on 24
October 2015).
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Figure 38 — Brazil: FDI Outflow from the EU (2008-2012) in US$ Billion
14
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Source: UNCTAD.

Brazil FDI outflow to the EU has progressively ieased from 2008 to 2011. There was
a rise of US$ 1.4 bn from 2010 to 2011 but it haduced since 2012. Brazil has
prioritized investments in other countries folloginon its external policy of
strengthening South-South integration and cooperati

Figure 39 — Brazil: FDI Stock Inflow from the EU (2005 and from 2010 to 2012)
in US$ Billion
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Source: UNCTAD.

In terms of FDI stock inflow, the EU has signifithninvested in Brazil when
compared to other trade partners. In 2012, EU Faksin Brazil was of US$ 464.7 bn
while other countries amount was only of US$ 281 Hence, the EU members are
responsible for more than 50% of FDI stock infldasBrazil.
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Figure 40 - Brazil: FDI Stock Outflow from the EU (2008-2012)
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Source: UNCTAD.

For FDI stock outflows, the majority of Brazilianvestments are focused in the EU.
From 2010 to 2012, total amount of Brazil FDI stackflow to the EU has raised US$
72.7 bn or 126.6% in five years. It is worth to Hiight that Brazilian FDI stock
outflows are growing towards other trade partné&pwing the external policy of
strengthening South-South integration and coopmratspects.

V1.2. Regulatory Aspects

Investment is a key-topic in the current internadilotrade dynamics. The technological
evolution gave international capital flows the resagy fluidity to easily transpose the
states’ borders. This phenomenon provoked a sogmti change in how countries
regulate and encourage investment internally angreally as well as how they
coordinate their actions.

Brazil is a good example in the international inwent changing landscape. According
to the World Investment Prospects Survey 2013-2@46, country is the ™ most
attractive country for future foreign investment time World?® As reported by the
Economic Commission for Latin America and the Caeigin (ECLAC), FDI inflows in
Brazil reached U$ 62.495 billion in 203%In Latin America, the country is the primary
destination for FDI as well as the main source sfrice World War 1£°

% UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENTWorld Investment
Prospects Survey 2013-2015. UNCTAD. Available at: <
http://unctad.org/en/PublicationsLibrary/webdia®42d9 en.pdf>. Accessed in: 10 Oct. 2015.

29 ECONOMIC COMMISSION FOR LATIN AMERICA AND THE CARBBEAN. Foreign Direct
Investment in Latin America and the Caribbean 201ECLAC. Available at: <
http://www.cepal.org/publicaciones/xml/8/52978/igredirectinvestment2013.pdf>. Accessed in:02T.
2015.

% AGENCIA BRASILEIRA DE PROMOCAO DE EXPORTACOES E WESTIMENTOS.
Investimento Estrangeiro DiretdApexBrasil. Available at: < http://www2.apexbrasil.com.bréatr
investimentos/investimento-estrangeiro>. Accesse@l2 Oct. 2015.



67

In this aspect, it is important to highlight theoging importance of the country’s role
not only as an investment receiver, but also aswastment promoter. In last years, the
country is gaining more space as a capital expoAserreported in the Census of
Brazilian Capital Abroad presented by the Brazilizentral Bank, the total of Brazilian
assets in foreign lands reached US$ 394.2 billimr2014. This amount shows an
increase of 0.7% compared to the year 2013. Raggr@irazilian foreign direct
investment, the Census reported a decrease of hS#e same comparison basis,
achieving the figure of US$ 294 billors.

A sensitive issue regarding the national policy foreign investment concerns the
Investor-State Dispute Settlement Mechanism, ptedem the significant number of

preferential agreements. The Investor-State Claumsbles the foreigner investor to
choose between the domestic jurisdiction and tternational arbitration to settle any
controversy arising during the execution of theelstment Agreement. It is argued that
this provision would be in disagreement with aeitl | (national sovereignty principle)

and article 5, XXXV (right of action) of the Bra&h Federal Constitution. The theme
Is controversial, attracting both criticism and gog from different stakeholders.

The United States has a consolidated position daggrthe adoption of the Investor-
State Clause. The country encourages and promis¢esridorsement of this dispute
resolution device in the majority of its investmagreements. In contrast, the European
Union demonstrates a more flexible attitude towaxestor-State dispute settlement.

Giving the strong public interest in the issue, Eiropean Commission decided to
launch a public consultation on a possible apprdahahcould serve as the basis for its
negotiations” The public hearing took place from March to Jubi2 and involved the
participation of approximately 150.000 persons.the past months, the European
Commission analyzed the collected data and, onalgr015 disclosed the outcome of
the consultatiorf®

The Report on the consultation identified four aredere further improvements should
be explored: (i) the protection of the right to wkde; (i) the supervision and
functioning of arbitral tribunals; (iii) the relatmship between ISDS arbitration and
domestic remedies; and (iv) the review of ISDS sleais for legal correctness through
an appellate mechanisth.

31 BANCO CENTRAL DO BRASIL. Censo de Capitais Brasids no Exterior (CBE): ano-base 2014.
BCB. Available at: < http://www4.bcb.gov.br/rex/CBEfResultadoCBE2014p.pdf >. Accessed in: 27
oct. 2015.

%2 EUROPEAN COMISSION. Preliminary Report: Online RalConsultation on Investment Protection
and Investor-to-State dispute Settlement (ISDShhen Transatlantic Trade and Investment Partnership
Agreement. EC. Available at: <http://trade.ec.europa.eu/doclib&la014/july/tradoc_152693.pdf>.
Accessed in: 25 Oct. 2015.

%3 EUROPEAN COMISSION. Consultations: Online PubliorGultation on Investment Protection and
Investor-to-State dispute Settlement (ISDS) in Wransatlantic Trande and Investment Partnership
Agreement. EC. Available at: <http://trade.ec.europa.eu/consigites/index.cfm?consul_id=179>.
Accessed in: 25 Oct. 2015.

% EUROPEAN COMISSION. Report on the Online Considtabn Investment Protection and Investor-
State dispute settlement in the Transatlantic anddtment Partnership Agreement. Strasbourg, 13
January 2015.EC. Available at: <http://europa.eu/rapid/press-regedMEMO-15-3202_en.htm>.
Accessed in: 13 Oct. 2015.
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Nevertheless, this report is only a first step. iDyr2015, the European Commission
intends to further consult EU stakeholders, EU MemBtates and the European
Parliament as part of a wider debate on the apprdacinvestor State Dispute
Settlement. Until then, no negotiations are culyetaking place on ISDS issu&s.

Hence, in the case of a future Brazilian negotiatim investment, the Investor-State
Clause should not pose a problem to the EuropeaonUhut it may pose one for the
United States.

VII. NEW GENERATION PREFERENTIAL TRADE AGREEMEN TS AND
MEGA-AGREEMENTS

The so-called new generation trade agreements inggtby the EU reflect its

economic priorities and values, and the aim of eslthe 2L century trade issues. As
an important trade partner for Brazil, it is esgdrb identify trends in the new trade
agreements negotiated by the EU in order to examireg impacts similar agreements
would affect the Brazilian trade policy and whichade instruments should be
negotiated.

The EU has 37 PTAs in force. These agreements aalense regulatory framework
with WTO-plus and WTO-extra rules, i.e., more arnabis regulation than the ones
already included in the WTO or innovative rules adtiressed by the Organization. The
European PTAs have been updated and improved &r twdneet the current needs of
international trade.

EU PTAs normally excludes a short list of sensitindustrial goods in its schedule,
representing less than one per cent of tariff lii@s the contrary, sections of the EU
agricultural schedule have been excluded from rsaluor liberalization, allowing for
the protection of key EU agricultural products sastbeef, poultry, dairy, olive olil, rice
barley, wheat, rye, sugar and witle.

The content of EU agreements generally takes iotwsideration a number of factors
which reflects a relative degree of flexibility,clnding a policy of differentiation
between agreements with developed economies, emgemgarket developing countries,
middle-income developing countries and small stated less developed economies.
According to the EU, this is relevant for all elemtseof PTAs but especially with regard
to commitments in tariffs for agricultural goodsdaservices, such as establishment of
service providers, cross-border supply of servieesl government procurement,
reflecting flexibility in the completion of PTA¥. This tendency for incorporating
asymmetric provisions may result in exclusions ehsitive sectors or products,
preferential access to the EU market, long tramsiperiods, financial assistance etc.
Furthermore, the EU encourages regional integratrahmultilateral liberalization as a

35 [|hi

Ibid.
% AHEARN, Raymond JEurope’s Preferential Trade Agreements Status, Content, and Implications.
Congressional Research Service. March 2011, p. 28Available at: <

http://fas.org/sgp/crs/row/R41143.pdf>.

3" HEYDON, Kenneth; WOOLCOCK; StepheBomparing international trade policies: the EU, US,
EFTA and Japanese PTA strategies. European Partani@ommittee on International Trade. February
2014. Available at: < http://www.europarl.europdregData/etudes/etudes/join/2013/433753/EXPO-
INTA_ET(2013)433753_EN.pdf >.
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means to foster complementarity between PTAs, nsgend the multilateral trading
system.

The analysis of the PTAs signed by the EU highSgdime important characteristics of
the trade policies pursued by it. The followingléabheds light on some of the main
topics observed in the PTAs signed by the EU.
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Table 18 — General Content of the EU new generatidATAS

Tariffs* Less than full coverage of tariffs

Positive list approach to establishment and crasddy services

commitments

Simplified system applied to least developed andnesp

developing countries;

Specific rules applied to developed economies.

Strict rules applied to sensitive sectors.

General provisions according to WTO rules. Adoptslesser

duty rule for dumping.

Establishment of EU exclusive competence for For@&gect

Investment (FDI)

Government Procurement Agreement (GPA) like prowisiwith

some differentiation according to the level of depenent of the

PTA partner on rules as well as asymmetric commitsa the

schedule of entities covered.

Establishes a framework for cooperation betweenpetition

Competition Policy authorities from the parties. EU-Korea identifipgafic anti-
competitive practices as being incompatible with dlyreement.
Framework for cooperation that seeks to ensurethieaParties

Trade Facilitation comply with their respective customs laws and regohs and

with relevant international agreement

The EU tend to match the US PTAs commitments ims$eof

substantive provisions, the major difference béhgg

recognition of developing country interests anddsean topics

such as genetic resources and traditional knowledge

Cooperation on standards and regulatory issuesgdeaency;

marking/labelling.

Specific commitments with considerable practicévance for

sensitive sectors.

Services

Rules of Origin

Trade Remedies**

Investment

Government Procurement

Intellectual Property

TBT and SPS

Labor and Environmental
Standards
Sources: European Policy Department. Made by: CCGI

Standard human rights clause in all PTAs

* The EU policy has close to 100% coverage of imdaistariffs either immediately or after a short
transition period (6 years average, with room fareptions), but excludes more tariff lines in agltigre.
The EU PTAs also allows developing countries po$ipgce in their sensitive sectors.

**Trade remedies provisions adopted by the EU imegal incorporates the rules established in the
multilateral system. However, the EU includes thgsér duty rule, the public interest criteria iplegul

(for the EU), and provides for a longer maximumi@efor bilateral safeguards, allowing for anoter
years up to a maximum of 4 years).
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VII.1. WTO-plus and extra rules

As stated above, amidst the content of EU PTAsetlage innumerous WTO-plus and
WTO-extra provisions. WTO-plus provisions can bérasl as provisions of PTAs that
come under the current obligations and rules oMA&, where the parties undertake
commitments that build on or deepen commitmenty th@ve already made at the
multilateral level. A WTO-extra provision refers tmmmitments in policy areas not
currently covered or regulated by the W¥0.

The following tables describe a non-exhaustivedisWTO-plus and extra provisions
that have been incorporated into EU PTAs.

Table 19 - Description of WTO-Plus Provisions

Provision Content \

FTA industrial goods Tariff liberalization; elimitian of non-tariff
barriers

FTA agricultural goods Tariff liberalization; elimation of non-tariff
barriers

Customs Administration Provision of information;pigation on the
internet of new laws and regulations; training

Export taxes Elimination of export taxes

Sanitary and Phytosanitary (SPS) measures Affionadf rights and obligations under the
SPS agreement; harmonization of SPS measures

Technical Barriers to Trade (TBT) Affirmation ofjhits and obligations under the

TBT agreement; harmonization of regulations;
mutual recognition agreements

State Trading Enterprises (STE) Establishment anteaance of an independent
competition authority; non-discrimination
regarding production and marketing conditions;
affirmation of Article XVII GATT provisions

Antidumping (AD) Retention of AD rights and obligas under
WTO agreement

Countervailing Duty measures (CVD) Retention of CKifhts and obligations under thg
WTO agreement

State aids Assessment of anti-competitive behavior; annual

reporting on the value and distribution of statisdi
provided; provision of information

Public Procurement Progressive liberalizationsionat treatment
and/or non-discrimination principle; publication ¢f
laws and regulations on the internet; specificatign
of public procurement regime

Trade-related Investment Measures (TRIMs) Provisimmcerning requirements for local
content and export performance on foreign dire¢t
investment

Trade in Services Agreement (GATS) Liberalizatiétrade in services

Trade-related Intellectual Property Rights (TRIPsHarmonization of standards; enforcement; national
treatment and most-favored nation treatment

Source: “Beyond the WTO? An Anatomy of EU and U%ferential trade agreements,” Bruegel
Blueprint Series VII, 2009.

38 HORN, Henrik: MAVROIDIS, Petros C.; SAPIR, Andigeyond the WTO?An Anatomy of EU and
US preferential trade agreements. Bruegel Blue@antes, Volume VII, 2009, p. 4.
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Table 20 — Description of WTO-Extra Provisions

Provision
Anti-corruption

Content \
Regulations affecting criminal meass relating to
international trade and investment

Competition policy

Harmonization of competition Isyvestablishment
or maintenance of an independent competition
authority

Consumer protection

Harmonization of consumer ptae laws;
exchange of information and experts

Data protection

Exchange of information and expéoiat
projects

Environmental laws

Development of environmentahdgads;
enforcement of national environmental laws;
establishment of sanctions for violation of
environmental laws

Investment

Development of legal frameworks; harmonizatig
and simplification of procedures; establishment
mechanisms for settlement of disputes

>

Movement of capital

Liberalization of capital movents; prohibition off
new restrictions

Labor market conditions

Regulation of the natidabbr market;
affirmation of International Labor Organization
(ILO) core commitments

Intellectual property rights (IPR)

Accession toeimtational treaties not referenced
in the TRIPs Agreement

Human rights

Respect for human rights

Illlicit drugs

Joint projects on reduction of supply and demar

Money laundering

Harmonization of standards; tecdrand
administrative assistance

Social matters

Coordination of social security sys; non-
discrimination regarding working conditions

Terrorism

Exchange of information and experience; joint
research and studies

Visa and asylum

Exchange of information; draftiagislation;

training

Source: “Beyond the WTO? An Anatomy of EU and U%ferential trade agreements,” Bruegel

Blueprint Series VII, 2009.

The following items will more closely consider somiethe PTAs that reflect the new
trade policies adopted by the EU and the provistbas are currently being negotiated

under the so-called Mega-Agreements.

VII.2. Korea-US FTA and Korea-EU FTA

In order to assess the main regulatory modelshidnae been adopted in the preferential
level, the following agreements between the US Kodea (KORUS) and EU and

Korea (KOREU) are analyzed, once they are congidiére most advanced models of
PTAs of each of these two major international tngdpartners and should serve as a
basis for negotiations of new agreements with tAeodthe EU.

It appears that both KORUS and KOREU have a latgeber of rules that go beyond
the WTO framework and expand the regulatory frargfeinternational trade. Although
both FTAs share many similarities, there are varidifferences between these FTAs

that must be highlighted.
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KORUS

Among the topics regulated in KORUS, we highlighe transparency measures in the
areas of technical barriers to trade, servicediaadcial services.

Regarding regulatory barriers, the PTA allows thespnce of representatives of the
government partner in the development of standatdshnical regulations and

conformity assessment procedures. In the contextsearvices, it is envisaged

justification in writing of action taken if this isot preceded by discussions with the
other party. Other topic relates to the facilitatmf e-commerce, with the prohibition of

discrimination to digital products and the elimioatof tariffs on these products.

With respect to intellectual property, the KORUShigxs increased protection

compared to the rules of TRIPS. The protectionagycight is extended to 70 years;
there is an intensification of the fight againstapy; patent revocation for non-use is
prohibited, among other measures. The agreementegsilates investments, including
the inclusion of the investor state arbitration.

The following tables describe the major charactieesamong the trade agreement
analyzed regarding its provisions to preferentigbaments.

Table 21 — Description on KORUS Provisions
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Theme

Content

Market access

Agriculture

Tariffs will be eliminated immediately for two
thirds of American farm exports. Tariffs and
import quotas applied to most other agricultural
goods will be eliminated in 10 years; rates
applied to commaodities and other products
should be eliminated within 23 years from thé
entry into force of the agreement.
Korea has the safeguards applied to 30
agricultural products, e.g., beef, pork, sugar and
alcohol.

\1%4

Beef: total reduction of tariffs by Korea in 15
years.

Pork: tariff reduction within 10 years after the
implementation of the agreement - with
safeguards.

Chicken meat: tariff reduction in 10-12 years

Dairy products: total reduction of tariffs on
cheese, milk and butter in 15 years.

Fruits, vegetables and nuts: significant tariff
reduction (tending to zero) on most products
within 10 years.

Grains: elimination of all tariffs applied.

Safeguard for the
. Total tariff reduction American
Motor vehicules oy .
within 10 years. automotive
industry.

Textiles and clothing

Immediate tariff elimination on 52% of Korea|
exports to the USA (in value); 21% within five
years and the remaining 27% within 10 years.
There is a provision of a special safeguard
mechanism for the textile sector

=)

122

Nontariff barriers

Promotion of transparency, ailag nationals
of the other party to participate in the
development of standards, technical regulatipns
and conformity assessment procedures.

Mutual recognition to US standards; accepts
US safety regulations for imported US cars.

Sanitary and
Phytosanitary Measures

Although South Korea presents some
sensibilities regarding health issues, as
requirements related to the import of American
beef cattle, the KORUS Agreement does not
include any SPS clause with content related to
specific commodities, despite American effonts
towards Korean full market liberalization for
SPS measurements.

The Committee on SPS measures established
under the KORUS will serve as a forum to
implement the terms of the WTO SPS
Agreement.
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Rules of Origin (ROO)

Rules of origin based on different criteria:

e Goods wholly obtained in one
particular country;

e substantial transformation ( the origi
of the good is determined to be the |
place in which it was substantially
transformed into a new and distinct
article of commerce);

o tariff shift;

» technical test (for certain chemicals:
requires that certain production or
sourcing processes be performed th
may - positive test - or may not -
negative test - confer originating
status);

» local content/ regional value content
test;

» value added;

Special ROO for textile or apparel goods: “ya
forward principle” (it is a type of tariff shift &
that requires, through a tariff shift, that textile
and apparel products must originate in an FT
country from the yarn stage forward; (fibers
may come from anywhere) (Annex 4-A)

Special ROO for automotive products: 35% ¢
the components used for manufacturing or 5
of the components of the final product must &
originated in either of the two signatory
countries to benefit from tariff reduction.

Ast

A

=

5%
e

Trade Facilitation: e-
commerce

Prohibition of discrimination against digital
products and of imposing tariffs on these
products.

Environmental Goods

Total tariff elimination witHiive years®.

Services
(Partial liberalization —
negative list)

Financial Services

American companies in Korea will receive th
same treatment given to Korean companies.

D

Audiovisual Services

Greater market access for American compan
that provide audiovisual services; less restric
local content; liberalization of restrictions
relating to the ownership of broadcasters ang
film companies by completely foreign
companies.

ies
ted

Entertainment

Reduction of quotas related to television
programs.

Transparency

Increased transparency i
TBT and financial
services.

TBT: (i) allows for the presence of

nrepresentatives of the government partner in
development of standards, technical regulati
and conformity assessment procedures; and

the
NS

(ii)

provides a minimum of 60 days for

39 The definition of environmental goods used is Hase theEnvironmental Goods Convergence lostsented as a non-paper at
WTO, covering products from HS Chapters 39, 44,79,73, 76, 84, 85, 89, 90 and 95. It should bedthat this list does not
include ethanol in the list of environmental goods.
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notification.

Services:if there is no prior notice or
opportunity for discussion of a proposed

regulation, one must justify the act by written|.

Financial services: regulation authorities mug
decide within 120 days on the request of an
investor or financial institution.

—

TRIPS plus provisions.
Increases intellectual property protection, inchgdior software, music,
movies, videos and text.

Intellectual Property

Copyright:
»  Copyright protection was extended to 70 years #fieauthor's
death ;

» Criminalizes the recording of films in movie theate

» Intensify the fight against piracy on the Internet

« Prevents manipulation of technical protection messdaTPM

Patents:
e Cancel the patente revocation for non-use;
» Establishes a compensation for unreasonable dédaysccur in
granting the patent

Trademarks:

* Requires seizure, confiscation and destructioroahterfeit and
pirated goods and the equipment used for its promhyc

» Prevents violators of intellectual property rigbfsdispatching
counterfeit goods through ports and Korean fregetzones
through new customs legislation;

e Protection of sound and scent aspects of a trademar

» Protection of domain names on the internet.

» Protection of encrypted program-carrying sateditel cable signals

Dispute Settlement

Designation of contact points in order to faciit@bmmunication and
bilateral cooperation among the Parties.

Labor Clauses

Since 2007, the US has a policy aimed at implemgriébor clauses in
preferential agreements in which they are garihis policy includes

mainly the adoption of labor standards establighethe ILO and coercitive
rules aiming to force the application of these dtads.

Government Procuremen

Reaffirms WTO GPA and expands the criteria aimmgdver more
contracts.

t The provisions of KORUS apply to contracts withadue equal to or greate
than $ 100 000, while the GPA applies to contragtsal to or greater than
193 000.

=

Environment

Environmental clauses are subject to hard law,estilbp the resolution of
disputes between the parties and to trade sanatiechanism.

Investiments

Protection to foreign investors based on the ppiecdf national treatment;
Exceptions to the principle of national treatmenntstrbe listed in annexes t
the agreement;

Application of the MFN principle to foreign investy

It must be ensured for foreign investments theiagfbn of minimum
standards internationally agreed, such as fairegpitable treatment;
Setting limits on government expropriation of inveents covered by the

% The New Trade Policy for America. Available at: tth//waysandmeans.house.gov/imedia/enewsletter/5-11
07/07%2005%2010%20new%20trade%20policy%20outlifie:pd
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agreement;

Free transfer of financial capital pertaining teaatments of both parties
covered by the agreement;

Prohibition of performance requirements to investtadrom the other
party;

Establishing procedures for resolving investor<tisputes;

Source: PTAs KORUS, KOREU. Elaborated by CCGI.

KOREU

The EU PTA with Korea liberalizes almost all tssifacross the board within a
transition periods of less than 7 years. But hiy mat be an indicator of future trends
given that Korea exports few agricultural products.

In KOREU stands out Korea's commitment to recogtheestandards set by the United
Nations Economic Commission for Europe as equitatenKorean standards for
sanitary standards considered essential, as whlrasonization of other 29 patterns.

As regards intellectual property, strong protection afforded to geographical
indications, as well as to copyrights, extending trm of protection to 70 years after
the author's death. The theme of regulatory traresgg is also discussed.

The following table describes the major charactiegsregarding provisions in this
agreement.

Table 22 — Description on KOREU Provisions

Theme Contenten

Substantial elimination of tariffs progressively:
prediction of 98.7% elimination of tariffs in terroé
commercial value in the first five (5) years of
implementation of the agreement.

Certain agricultural products and sensitive fish have
a period of greater than 7 (seven) years transition
Only a small number of agricultural products are
excluded from elimination rate, as rice.

There are also provisions related to bilateralgadeds.

Manufactured and
agricultural products

Eliminates third party
certification by
establishing a “supplier’s

Electrical and electronic .
declaration of

Market access equipments

conformity”;

Use of international
Non-Tariff Barriers standards

Regulatory convergence
Sector-specific approach based on the
annexes United Nations Economic

Motor vehicles and parts Commission for Europe

(UNECE) standards over a
5 year period.
Strong transparency rules
for Korea’s regulatory
system, especially

regarding pricing and
reimbursement rules.

Pharmaceutical products/
medical devices
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Enhance transparency an
regulatory cooperation.

Ensure transparency and

Chemicals .
enhance cooperation

Rules of Origin
(ROO)

ROO based on different criteria or on a combinatibn
these rules:

* Goods wholly obtained in one particular

country;

« Sufficient transformation in a Party;

e Tariff shift;

e Technical test;

e Local content/ regional value content test;

* Value added.

The originating good should be accompanied by an
origin declaration made out by: (i) an approvedogiqr;
or (ii) any exporter for any consignment of origing

products whose total value does not exceed 6008sEU

There is also different types of rules regardingcsiic
products, including more strict rules in sensieetors:
e Machines: for most products, non-EU parts
/materials should not represent more than 45

of ex-works price of the machine;
» Cars:moderate increase of levels of

permissible foreign content from 40% to 45%;

e Articles in base metafor most products, the

base metal itself could be imported, as long as

non-EU inputs don’t represent more than 509
of the ex-works price of the final product;
«  Clothing: for most products, a double

transformation should take place in the EU of

in Korea.

Textiles and clothing

Immediate elimination of 92% of tariffs; the remaip
tariffs will be eliminated within 5 years.

Antidumping

Lesser duty obligation in the application of anti-
dumping measures.

Services
(positive list)

Telecommunication

Satellite broadcasters can operate directly crosde
into Korea, without the obligation to establish a
relationship with a Korean operator;

Allows 100 percent indirect ownership;

Environmental

Among the liberalized environmental services aje: (
Waste Water Services; (ii) Solid/hazardous waste
management, excluding cross-border transport of
hazardous waste; (iii) Protection of ambient ait an
climate; (iv) Remediation and clean-up of soil and
waters; (v) Noise and vibration abatement; (vi)
Protection of biodiversity and landscape; e (viih€r
environmental and ancillary services.

Express delivery

EU providers of international express delivery smy
would have access to the Korean market.

Shipping

Full market access and the right of establishment i

%

0

South Korea for EU shipping firms; non-discrimingto
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treatment in the use of port services and infragtine.

Financial Full market access for EU financial firms
EU lawyers would be allowed to use their homeditle
European law firms will be allowed to open offidas
Legal South Korea to advise foreign investors or Korean

clients on non-Korean law. Law firms will also bade
to form partnerships with Korean firms and recruit
Korean lawyers to provide multijurisdictional ser$

SPS

The Agreement contains commitments relating tosfparency, consultation and
working together toward a common understanding&frnational standards.
Korea agrees to recognize the standards set bgdJNiations Economic
Commission for Europe (UNECE) as equivalent to larstandards for sanitary
standards considered essential. Korea also pleddearmonize regulations
concerning the other 29 patterns according to UNR@Ein a period of five
years.

For other standards not subject to harmonizatiame® undertook not to apply
them so that you can limit access to markets.

Finally, the Agreement provides that any new statislan SPS measures adop
by Korea should be based on European standards.

Competition

Ban and sanction of anti-competitive practices saghartels, abuse of
companies with dominant market position and antigetitive mergers (hard
law).

The parties agree to remove distortions of compatitaused by subsidies to th
extent that affect international trade.

D

Government
Procurement

It is possible to expand procurement opportuntegsublic works concessions
and "Built-Operate-Transfer" (BOT) contracts not gevered by the Governme
Procurement Agreement (GPA) commitments.

Intellectual Property

Higher level of protection for EU geographical icalionssuch as: Champagne,
Prosciutto di Parma, Feta cheese, Rioja, TokajewinScotch whisky;

In case of conflict between the registration ofemlémark and the registration of
an existing geographical indication, the latterlighr@vail.

Copyright: adequate remuneration for European hslderelated music and
other artwork rights, copyright protection for 7€ays after the author's death et

o

Provisions regarding the protection of designduitiog unregistered ones.

Transparency of the
regulatory
environment

The Agreement ensures horizontal commitments twspgarency of regulations
affecting matters subject to the agreement.

Sustainable
Development

« Social Clauses: ratify and implement the update&d tionventions;

*  Environmental Standards: implement the provisidralanultilateral
agreements on the environment in which they pasdiei.

« Total tariff reduction for environmental productghin three years from
the date of entry into force of the Agreement;

* Open access to markets for environmental services.

Investments

No provisions.

Source: PTAs KORUS, KOREU. Elaborated by CCGI.

Both US and EU agreements with Korea deal withsthvealled Singapore issues and
more: government procurement, competition, investmgade facilitation, and labor

and environmental standards. In government proceméniboth agreements go beyond
the agreed in the multilateral level. On environtaénssues, the KORUS enforce
clauses of hard law, while KOREU uses sustaingbdiandards and liberalization of

green goods.
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In general, the two deals bring an extensive régoldramework that goes beyond the
provisions of the WTO and imposes new rules foatbilal trade. Measures relating to
harmonization of standards, transparency and lizateon in services facilitating trade
between the Parties by promoting greater integratietween the economies of the
agreements

VII.3. EU-Canada FTA

The consolidated text of the Canada-EU Comprehendtconomic and Trade
Agreement (CETA) is worth noting.

The current version of CETA’s consolidated féxollows the new framework set by
KOREU, covering topics already agreed at the nat#ial level and including new
topics, as electronic commerce, sustainable dewedap labor, environment, regulatory
cooperation, mutual recognition of professionallidjgations etc.

The agreement establishes full tariff eliminatiam all non-agricultural goods on the
date of its entry into force. Regarding industgalods, 99 per cent will be duty free
immediately (100 per cent after seven years), tholy forestry, chemical and plastic
products that will be duty free on Day 1. About ®%er cent of fish and seafood
products will be duty free immediately (100 per tcafter seven years). On the subject
of agricultural products, 94 per cent of agricudiuariffs will be eliminated, with tariffs
immediately eliminated from items including maplgrup, fresh and frozen fruits,
cherries, fresh apples and cat and dog food. Cangatioducers will be able to sell a
significant higher amount of beef and pork, andeheill also be duty free - quota free
access to the EU dairy markét.

In general, the rules of origin applied to the agnent follow the wholly obtained and
sufficient production methods. There are some exmep regarding products with a
higher proportion of imported inputs, which aredtsin an annex designed to product-
specific rules of origin, such as automobiles, itextand apparel, processed foods,
among others.

The automobiles sector presents some sensibitiigis are addressed throughout the
agreement. The main rule of origin have a 50% lionit non-originating materials,
decreasing to 45% after seven years, presenti@g@mulation provision in the case of
an EU-US FTA. Canada also agrees to incorporaterakeWnited Nations Economic
Commission for Europe (UNECE) standards withinrggulatory regime in order to
meet European technical standards for motor vehicle

The chapter designed to address regulatory coopersiands out for creating, for the
first time, a formal mechanism aiming to facilitgtent initiatives between Canadian
and EU regulatory authorities. In the field of nand{f barriers, there are procedures
through which technical regulations from both metimay be requested to be

“l EUROPEAN COMMISSIONNote for the attention of the Trade Policy Committe: CETA
Consolidated text. Brussels, 5 August 2014.

42 Technical Summary of Final Negotiated OutcomesCanada-EU Comprehensive Economic and
Trade Agreement. Available at: < http://www.actitapgc.ca/sites/default/files/pdfs/ceta-
technicalsummary.pdf>.
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considered as equivalent. In the same way, a pybtatt provide for the acceptance by
Canada and the EU of conformity assessment teslisemnd product certification by
recognized bodies in the other party.

The investment chapter contains provisions on gxpaton (direct and indirect) and

provides for a detailed investor-state disputelesagtnt mechanism. CETA’s services
chapter guarantees great market access, laboritpdlitiuding mutual recognition of

professional qualifications) and commitments regeaydemporary entry.

Some provisions related to intellectual propers/capyright provisions, trademark and
industrial design, only enforces compliance witternational conventions on the topic
and do not expand the terms of protection alreadyiged. On the contrary,
geographical indications have detailed provisiofdlowing the European policy
agenda already established in other agreements.

VIl.4. TPP Agreement and TTIP negotiations

Within the proliferation of APCs, two initiativesasid out among the agreements under
negotiation: the Trans-Pacific Partnership — TABnexl in October 2015, and the
Transatlantic Trade and Investment Partnership HTih negotiation. The TPP is an
initiative launched by the US to ensure access adkets in the Pacific region and to
hinder China's influence in the region. Parts & #yreement are Australia, Brunei,
Canada, Chile, Singapore, USA, Japan, Malaysia,iddexNew Zealand, Peru and
Vietnam. Negotiations of TTIP, on the other haregksan agreement in the Atlantic
region, between the U.S. and the EU, aiming totkey basis of trade rules for the
current century.

These Agreements are named mega due to de fadh#yatover a substantial part of
international trade and they aim to promote a suitstl reduction of tariffs and non-
tariff barriers. In addition, they intend to estiablthe regulatory framework for the new
themes of contemporary trade as investment, cotigetienvironment and climate,
private standards and, especially, regulatory eotw, perhaps the most important
point of the whole initiative.

E-commerce, digital media trade, regulatory cohegerstate enterprises, small and
medium enterprises, global value chains, amongrstree brand new themes that
should be addressed by those agreenfénts.

TPP

After 19 formal rounds and several official meetinghe Trans-Pacific Partnership
(TPP) negotiations were concluded in Atlanta (U®A)October 4, 2015. Due to the
great number of participants with different levefssconomic development and diverse
interests, reaching a final consensus was no eagky t

3 FERGUSSON, |.; COOPER, W.; JURENAS, R.; WILLIAMB,, The Trans-Pacific Partnership
Negotiations and Issues for Congres€ongressional Research Service Report for Congress 2013,
p. 47-48 e AKHTAR, S. JONES, VRroposed Transatlantic Trade and Investment Partneship
(TTIP): In Brief. Congressional Research Service, July 2013
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The exact wording of the full agreement is now e and in order to enter into
force, the Agreement needs first to be ratifiethim legislature of each Member-State.

The Agreement seeks to address issues that praooterehensive market access, the
development of production and supply chains amoR& Thembers, and regulatory
coherence through the elimination of tariff, quotasd non-tariff barriers and the

regulation of telecommunications, e-commerce, lestiservices (including financial

services), customs, rules of origin, governmentcprement, environment, trade

capacity building, investments, competition, irgetlal property, labor standards, and
state-owned enterprises.

One of the group’s major achievements is the natjoti of regulatory coherence
among the parties. This aspect will surely bengdiparts but, at the same time, will
create an uncertain scenario for all other tradenpes, because, due to their size, they
will establish a new system of rules, probably anftict with WTO because it will
discriminate parts-in from parts-out of the PTA.

The Intellectual Property Rights and the Environtakohapters of the TPP is the most
challenging one. Some of the provisions relatinghe enforcement of patents and
copyrights provide intellectual property restraiftsyond those set in the KORUS
agreement.

The environmental chapter mostly reflects the wag S addresses environmental
issues and climate change challenges in its PTAse\Aelement of this chapter is the
commitment by the parties to adopt and implemewsland regulations to fulfil their
obligations under Multilateral Environmental Agreemis (MEAS) already in force. The
chapter also contains provisions on environmentaldg and services and encourages
the adoption of voluntary mechanisms to enhanceir@mwmental performance.
Furthermore, provides a detailed dispute resolunechanism regarding environmental
issues.

Regarding investments, there was a lot of contsysurrounding the issue of investor-
State dispute settlement (ISDS) system during e fiegotiation’ On the one hand,
the US demonstrated no flexibility on the topieica this clause already exists in other
PTAs in which they are part and it was unlikelyytiveere going to deviate from the
main points in its previous PTAs. On the other hahe other parties tended not to
agree with this clause as it could mean greatigaidnstability within its territories,
since it is natural that investors will choosedke up cases in the international tribunal
where their chances of success and the payouigirertthan in local courts.

At last, the TPP’s Chapter on Investment adoptedrthestor-State Dispute Settlement
(ISDS) mechanism that provides access to an indigmenfair and transparent dispute
resolution, subjected to appropriate safeguardsicélethe TPP’s Investment Chapter
preserves the rights of governments to legislaié @gulate in the public interest,

including for public health and environmental resst

“TPP State of Play after Salt Lake City 19-24 November 2013 Round of Negotiations. Awddaat: <
https://wikileaks.org/IMG/pdf/tpp-salt-lake-extraefpdf>.

4> GOVERNMENT OF CANADA. Trans-Pacific PartnershipRf) Investment Chapte€A. Available
at: <http://www.international.gc.ca/trade-agreeraeattcords-commerciaux/agr-acc/tpp-
ptp/understanding-comprendre/08-Investment.aspg2kamg>. Accessed on: 28 Oct. 2015.
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The TPP was the first Mega Regional Agreement te lits negotiations concluded. Its
adoption was received with surprise by the majarftyhe international community that
did not expect the acceleration of the last negotia rounds. Even though the
Agreement still needs to be ratified by the legigia of the 12 members in order to
enter into force, its conclusion has already aéféd¢he negotiation of other international
trade agreements, putting pressure, for exampléhewronclusion of the TTIP and the
Agreement between Mercosur and European Union.

TTIP

The conclusion of an agreement of major proportisnsh as TTIP may cause a
significant transformation not only for the partiesolved in the negotiations, but for
all partners that have trade relations with thesentries. This is because the TTIP aims
to be a new generation trade agreement, one thaesnaway from the traditional
mutual elimination of tariffs in order to addresgulatory barriers that are not fully
encompassed at the multilateral level.

Both parties deem regulatory diversion may affeedeé by creating unnecessary
barriers, unnecessary expenses and unnecessaigatiopl of rules'® The search for
regulatory compatibility among US and EU aims tméprdown additional costs, while
achieving the levels of health, safety, consunmeopt, and environmental protection
that each side believes appropriate. It is worttingathat this regulatory convergence
may comprise the entire range of new themes basqatinciples of equivalence and
mutual recognition, but third countries not invalve the negotiations, as Brazil, may
find themselves excluded from the rule making arddd to prove compliance.

Discussions over the content of TTIP provisionssdilerecent and the details have not
yet been published. Nonetheless, according to thhedean Commission paper on the
State of Play of TTIP negotiatioHsit is possible to infer that regulatory cohereixa
major topic, as well as technical barriers regaydsiome specific sectors as textiles,
chemicals, pharmaceuticals, cosmetics, medicalcdsyimotor vehicles, information
and communication technologies, engineering, astiqees.

There are two issues that are sensitive to mangildespartners of the EU and the US.
They are the propositions on intellectual propeidgiits and the provision investments.

To exam the alternatives already available, théovohg tables describe the major
characteristics among the trade agreements analyzélte present paper regarding
provisions on Intellectual Property Rights and ktueent.

4 EUROPEAN COMMISSION Transatlantic Trade and Investment Partnership The Regulatory
Part. Available at: < http://trade.ec.europa.euitfdocs/2013/july/tradoc_151605.pdf>.

4" EUROPEAN COMMISSION State of Play of TTIP negotiations ahead of the"™round of the
negotiations 11 July 2014.
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Table 23 — Major characteristics of the Agreementsegarding provisions on
Intellectual Property Rights

WTO

General work: no
less tharb0 years
from the end of the
calendar year of
authorized
publication, or,
failing such
authorized
publication within
50 years from the
making of the
work, 50 years
from the end of the
calendar year of
making.

Performers and
producers of
phonograms: shall
last at least until
the end of a period
of 50 years
computed from the

Copyright and
Related Rights

KORUS

Terms of
protection:

(a) on the basis of
the life of a natural
person, the term
shall be not less
than the life of the
author and’0
yearsafter the
author’s death; and
(b) on a basis other
than the life of a
natural person, the
term shall be:

(i) not less tharT0
yearsfrom the end
of the calendar
year of the first
authorized
publication of the
work,
performance, or
phonogram; or

(i) failing such

KOREU

Terms of
protection: shall be
not less than the
life of the author
and70 yearsafter
the author’s death

Broadcasting: no
less tharb0 years
after the first

transmission of a

TTIP %

Intellectual Property
Rights/Geographical
Indications

As regards IPR, the two
sides are currently
engaged in discussions
aiming to define the
architecture of the
chapter and identify
potential topics to be
addressed. The EU has
provided an indication
of the issues it
prioritizes. On Gls,

TPP*
Terms of
protection: (a) on
the basis of the
life of a natural
person, the term
shall be not less
than the life of the
author and’0
yearsafter the
author’s death;

(b) on a basis
other than the life
of a natural
person, the term
shall be:

(i) not less than
70 years from the
end of the
calendar year of
the first
authorized
publication of the
work,
performance, or
phonogram; or

end of the calendar authorized broadcast di : N
year in which the publication within |s%usrs]|?r:1s I\ENSre Tiet(JjS (||)tLa|I|_ng§uch
fixation was made 25 yearsfrom the OE. Ott. € an aublpni_e ithi
or the performance creation of the objectives publication within
took place work, 25 years from the
performance, or creation of the
Broadcasting: at phonogram, not worfk,
least20 yearsfrom less tharv0 years pﬁr ormance, 0[
the end of the from the end of the {;sznt?gham’ no
calendar year in calendar year of 70 years from the
which the the creation of the end of the
broadcast took work, calendar year of
place gﬁgﬁggiﬂge’ or the creation of the}
’ work,
performance, or
phonogram.
Term of There is no
protection: no less extension from the
than10 years TRIPs 7 years
Includes detailed  Includes
provisions for the  provisions for the
creation of an creation of an
Term of protection: efficient and efficient and
no less tha transparent transparent Term of
years; the trademark trademark rotection: no lesd
Trademarks registration of a registration registration fhanlo e:ars N
trademark shall be process, process, y
renewable comprising comprising
indefinitely. electronic electronic
applications, applications,
refusals of refusals of
protection to be protection to be
written and written and
reasoned, and the reasoned, and the
opportunity for opportunity for

interested parties

interested parties

8 According to the paper published by the Europeam@ission on the State of Play of TTIP negotiatiahsad of the'6round of

negotiations. July 2014.

49 According to the negotiating positions on Intefied Property released by Wikileaks in November201
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to contest
decisions.

Trademark
protection is also
used to cover

to contest
decisions

Geographic
Indications
Requirement of
'reC|pro'ca| or Provisions to
mutual :
Special provision protection for Gls [raerg(t)g?tlze and
Gepgrgphlcal for wines and . Geographical
Indication - Specific 2
spirits . Indications
geographical
indications for
wines, aromatized
wines and spirits
Appropriate Appropriate
procedure for the procedure for the
. settlement of settlement of

Domain disputes in order to disputes in order

names on the _

Internet address the to address the
problem of problem of
trademark cyber- trademark cyber-
piracy piracy

Industrial Protection for at Protection for at Provision on the

Designs least10 years leastl15 years _protectyon to .

industrial design

Term of protection: Plants and animals
20 years from the  other than micro-
filing date organisms, and

essentially
Article 27(2) biological
Members may processes for the General
exclude from production of Provisions
patentability plants or animals relating to
inventions, the other than non- . Pharmaceutical
prevention within  biological and The Parties shall Products and
their territory of the microbiological extend patent life Agricultural
commercial processes are not for up to 5 years, Chemical
exploitation of excluded from on application, to Products
which is necessary patenteability. compensate for
to protectordre pro_tectlon lost
public or morality,  Article 6(a) during approval
including to protect compensation for ~Procedures, such )
human, animal or  unreasonable as for new The Parties
plant life or health  delays that occur ~ Pharmaceutical recognize the
or to avoid serious  in granting the products. importance of the
prejudice to the patent (more than Declaration on

Patents environment, 4 years in Provision for data the TRIPS

provided that such registration). exclusivity: at Agreement and

exclusion is not least5 yearsfor Public Health

made merely Special measures pharmaceuticals

because the related to certain  and at leastO If there are

exploitation is regulated products yearsfor new unreasonable

prohibited by their  (Article 18.9): plants. delays in a

law pharmaceuticals Party’s issuance
and agricultural The Parties of patents, that

Article 27(3):
Members may also
exclude from
patentability:

(a) diagnostic,
therapeutic and
surgical methods
for the treatment of
humans or animals;
(b) plants and
animals other than
micro-organisms,
and essentially
biological
processes for the

chemical products: recognise the

period of
protection of5
yearsfor
undisclosed data
concerning
pharmaceutical
products and0
yearsfor
agricultural
chemicals.

Prohibits the
registration of any

importance of the
Declaration on the
TRIPS Agreement
and Public Health

Party shall
provide the mean
to, and at the
request of the
patent owner
shall, adjust the
term of the patent
to compensate for
such delays.
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production of
plants or animals
other than non-
biological and
microbiological
processes.
However,
Members shall
provide for the
protection of plant
varieties either by
patents or by an
effective sui
generis system or
by any
combination
thereof. The
provisions of this
subparagraph shall
be reviewed four
years after the date
of entry into force
of the WTO
Agreement.

Compulsory
licensing of
pharmaceuticals:
Compulsory
licensing is when a
government allows
someone else to
produce the
patented product or
process without the
consent of the
patent owner. It is
one of the
flexibilities on
patent protection
included in the
WTO’s agreement
on intellectual
property. What has
changed is a
provision that used
to say that
compulsory
licences must be
granted mainly to
supply the
domestic market
(paragraph (f) of
Article 31). The
2001 Doha
Ministerial
Conference
decided that this
should be changed
so that countries
unable to
manufacture the
pharmaceuticals
could obtain
cheaper copies
elsewhere if
necessary.

OBS: both the EU
and the US
announced that
they will not use
the compulsory
licence mechanism
to import.

pharmaceutical
product that uses
clinical data from
a protected
supplier for3
years or5 years
for other data, and
10 yearsfor new
agricultural
chemicals.

The Parties
recognise the
importance of the
Declaration on the
TRIPS Agreement
and Public Health
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Genetic and
Traditional
Knowledge
and Folklore

The Parties shall
provide for the
protection of plant
varieties.

Also, they shall
respect, preserve
and maintain
knowledge,
innovations and
practices of
indigenous and
local communities
embodying
traditional
lifestyles relevant
for the
conservation and
sustainable use of
biological
diversity and
promote their
wider application
with the
involvement and
approval of the
holders of such
knowledge,
innovations and
practices and
encourage the
equitable sharing
of the benefits
arising from the
utilisation of such
knowledge,
innovations and
practices.

Provisions on
Traditional
Knowledge,
Traditional
Cultural
Expressions and
Genetic
Resources

Layout-
Designs of
Integrated
Circuits

Term of protection:
no less thai0
yearscounted from
the date of filing an
application for
registration or from
the first
commercial
exploitation
wherever in the
World it occurs.

Protection of
Undisclosed
Information

Provisions related
to the protection
of undisclosed
data.

Protection of at
least 10 years for
agricultural
chemical
products; 5 years
for
pharmaceutical
products; and 8
years for
pharmaceutical
products that is o
contain biologic,
from the date of
marketing
approval in the
territory of the
Party.

Protection of
Encrypted

Each Party shall
make it a criminal

Each Party shall
make it a criminal
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program-
carrying
satellite and
cable signals

offense:

(a) to manufacture,
assemble, modify,
import, export,
sell, lease, or
otherwise
distribute a
tangible or
intangible device
or system,
knowing or having
reason to know
that the device or
system is primarily
of assistance in
decoding an
encrypted
program-carrying
satellite or cable
signal without the
authorization of
the lawful
distributor of such
signal; and

(b) willfully to
receive and make
use of, or further
distribute, a
program-carrying
signal that
originated as an
encrypted satellite
or cable signal
knowing that it has
been decoded
without the
authorization of
the lawful
distributor of the
signal, or if the
signal has been
decoded with the
authorization of
the lawful
distributor of the
signal, willfully to
further distribute
the signal for
purposes of
commercial
advantage
knowing that the
signal originated
as an encrypted
program-carrying
signal and that
such further
distribution is
without the
authorization of
the lawful signal
distributor.

offence to: (a)
manufacture,
assemble, modify.
import, export,
sell, lease or
otherwise
distribute a
tangible or
intangible device
or system
knowing or
having reason to
know that the
device or system
meets at least ond
of the following
conditions (i) it is
intended to be
used to assist; (i)
it is primarily of
assistance; or (iii)
its principal
function is solely
to assist in
decoding an
encrypted
program-carrying
satellite signal
without the
authorization of
the lawful
distributor of such
signal, and (b)
with respect to an
encrypted
program carrying
satellite signa,
willfully: (i)
receive such a
signal; or further
distribute such
signal, knowing
that is has been
decoded witouth
the authorization
of the lawful
distributor of the
signal.

Control of
Anti-
Competitive
Practices in
Contractual
Licences
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Table 24 — Major characteristics of the Agreementsegarding provisions on

Investments
WTO KORUS KOREU TTIP* TPP
Protection to foreign
investors based on the
principle of national
treatment;
Exceptions to the
principle of national
treatment must be
listed in annexes to Investment
There is no the agreement; rotection
specific Application of the gnsurin r;on-
multilateral MFN principle to f discri g N )
investment foreign investors; Guaraqtees 0 Iscrimination;
agreement under It must be ensured for gr(;[ii(;ttlon g;}'ggpdug}
the WTO foreign investments 9 . .
e expropriation; treatment;
Framework. the application of Free transfer of  Rules on
The only relevant minimum standards . S
. . . . funds; expropriation;
issue treated in theinternationally agreed, Fair and Prohibitions on
TRIMS is the such as fair and . o
L . . . equitable specified trade
prohibition of equitable treatment;  There is no . ' )
Investment - SO . treatment; distortive
certain investment Setting limits on investment .
and Related S ' Level of playing  performance
: measures that maygovernment provisions in the . . . .
Rights o field for investing requirements;
have trade- expropriation of KOREU. o
L ) companies; Investor-state
restrictive and investments covered Investment dispute settlement
distorting effects by the agreement; rotection: suk?'ect o
on trade in goods; Free transfer of p ! |
and GATS financial capital Investor-state safeguards to
includes pertaining to dispute protect rights of
. . ! settlement; countries to
investment in the investments of both Safequards and  reaulate in oublic
definition of mode parties covered by the i ht%o requlate intgerest P
3 of service suppl agreement; 9 9 ' )
Prohibition of
performance
requirements to
investments from the
other party;
Establishing
procedures for
resolving investor-
State disputes.
Conclusion

The European Union has its own model of preferemrtgmeements. The EU is more
flexible in terms of the tariff reduction programegsitive list for the liberalization of

services and intellectual property rights. Howevkere is a mounting pressure from
consumers to negotiate precautionary principles T8 and SPS, private stands,
climate change and to enforce labor standards.

It will depend on Brazil and the ability of its diggnacy to achieve a successful

agreement balancing gains and costs for the cauntry

% According to the paper published by the World Eroit Forum on Mega-regional Trade Agreements: gahaggers or costly
distractions for the World Trading System? July£201
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SECTION 2

Section two is divided into two parts. In the fimte, the construction of different

scenarios is simulated, considering the agriculéune@ industry sectors of possible PTAs
of Brazil (with or without Mercosul) with the UnieStates (US), European Union (EU)
and China. In the second part, this study devetopanalysis of the TTIP and TPP’s
impacts on Brazil.

I. MODELING ISSUES

The GTAP computable general equilibrium model wssduin the present simulations
in order to evaluate the first round effects otalative preferential trade agreements
involving Brazil and each of the possible partnddS, EU a China. Likewise, the

model was used to evaluate the first round effettthe costs and opportunities for

Brazil of the conclusion of the TTIP and the TPBr & description of the standard

GTAP model, see Hertel (1997).

The GTAP model is a global comparative static aapiieneral equilibrium model. The
model identifies 57 sectors in 153 regions of tloelek Its system of equations is based
on microeconomic foundations providing a detailgecsfication of household and
perfect competitive firm behavior within individuedgions and trade linkages between
regions. In addition to trade flows the GTAP modako recognizes global
transportation costs.

The GTAP model qualifies as a Johansen-type maddhks. model estimates the impacts
of external shocks (gains and losses of a PTA)utjinca comparative static modeling
(before and after the shock). The solutions araiobtl by solving the system of
linearized equations of the model. A typical resllbws the percentage change in the
set of endogenous variables (GDP, exports and ispexchange rate and land value)
after a policy shock is carried out, compared ®rthalues in the initial equilibrium, in

a given environment. The schematic presentatiafobfinsen solutions for such models
is standard in the literature (see Dixon et al 203hd Dixon and Parmenter (1996)).

For the modeling of the reduction of non-tariff tews, this project used the same
methodology presented in Ecorys, 2009.

II. DATA BASE

The GTAP 8 database combines detailed bilaterdetradansport and protection data
characterizing economic linkages among 129 regitmggether with individual country
input-output data bases which account for intetesed linkages within regions. The
dataset is harmonized and completed with additi@mlrces to provide the most
accurate description of the world economy in 200ié (ast available data base for
GTAP).

The main applied protection data used in the GTAR& base originates from ITC’s
MacMap database, which contains exhaustive infaomadt the tariff line level. The
ITC database includes the United Nations Conferemtelrade and Development’s
(UNCTAD'’s) Trade Analysis and information systemRAINS) data base, to which
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ITC staff added their own data. The model trans®ath specific tariffs in ad valorem
tariffs.

In order to capture the first round effects, thedations were carried out using a
standard GTAP hypothesis, which considers pertetbf mobility for labor and capital
and imperfect factor mobility for land and natur@sources. National aggregate supply
of factors of production is exogenous and productezhnology for firms is given.

The way the economy variables are affected by bot& reductions in bilateral import
tariffs of the TTIP and TPP partners will dependtl@ resulting behavior of domestic
relative prices. Domestic relative prices of thdH &nd TPP partners will be altered in
such a way that import competition from the PTAtpar will be favored, as the
economy becomes more preferentially open to tr&ileerall efficiency in resource
allocation tends to be improved and, by the sarkertopossible gains from trade may
take national welfare a step up.

Notwithstanding the aggregate benefits from impdovesource allocation, regions
might be adversely affected through re-orientabbtrade flows — trade diversion — as
relative accessibility changes in the system. Tinleteral aggregate gains from trade
are not necessarily accompanied by generalizednmafygains in welfare. This issue of
trade diversion versus trade creation has beempartant one in the international trade
literature, especially in the case of welfare estitns of preferential trade agreements.

[ll. RESULTS OF THE SIMULATIONS

The results in these simulations present the insplactexports and imports, as well as
the gains and losses for the sectorial GDP, inrdalevidence the sensitiveness of each
sector of the Brazilian economy in relation to agble PTA negotiation as well as in
relation to the TTIP and TPP.

The choice for impacts on sectorial GDP can beamrpt as an attempt to explore the
global effect of each PTA in a more complete evadmasince GDP includes the
impacts on production, exports and imports.

IV. BRAZIL — COMPARATIVE PTAs SCENARIOS

In this first part the construction of differentes@rios are simulated, considering the
agriculture and industry sectors.

Simulation 1 compares the impacts on Brazil of P US, EU and China. The
hypothesis assumed in this exercise is, on the hamel, a partial liberalization for
agriculture, with a 50% reduction of tariff barsein the agreements with the US and
EU and a full liberalization for industry; on théher hand, in the agreement with China,
it has been envisage a full liberalization for egiiure and a partial liberalization for
the Brazilian industry sector, with a 50% reductidnariff barriers.

Simulation 2 compares the impacts on Mercosul (iticlg its 5 members) of PTAs
with US and EU. Again the hypothesis assumed meRercise is a partial liberalization
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for the US and the EU for agriculture with a 50%uetion of tariff barriers, and a full
liberalization for industry.

Simulation 3 explores the impacts on Brazil in PToasgh by Brazil and Mercosul with
US, EU and China but under the hypothesis of fhirialization, that means no tariff
barriers amongst the partners. This scenario isoal g@xercise to explore the gains and
costs of a full liberalization on the all econoreaxtors.

Simulation 1- Brazil x US — EU — China

This simulation compares benefits and costs foziBefter the negotiations of PTAsS
with the US, the EU and China.

The hypotheses assumed for the US and the EUasial liberalization on agriculture

with a tariff reduction of 50%, and a full liberzdition on industry. For China, the
hypothesis is a full liberalization for agriculturand agribusiness and a partial
liberalization on Brazilian industry, with a 50%dtection of tariff barriers.

Results

Comparing the four agreements, Brazilian exportseimse by 20% for the PTA with
the EU, 10% for the PTA with the US, 12% for theAPWith China. Brazilian imports
increase by 43% for the PTA with the EU, by 43%tfa US, by 36% for China.

Considering the values given by Secex for the pyé&012 (US$ F.O.B.), this would
correspond to an increase of: US$10.0 billion ipats to the EU; US$2.6 billion in
exports to the US; and US$4.8 billion in exportsGhina. Regarding imports, the
increase would be of US$20.4 billion in importsnfrahe EU; US$13.9 billion in
imports from the US; and US$12.4 billion in impditsm China.

With a PTA with the EU there is a significant inase in the exports of agricultural
products, which explains the gains in the land @and the valorization of the Brazilian
real exchange rate. The effect on the exchange hateas impact the increase of
industrial imports from the EU.

Simulation 1- Brazil x US — EU — China: Macro ecoamic variables

Macroeconomic Variables EU 27 us China
Increase in bilateral exports (US$ mi, F.O.B., 2012 9,967 2,590 4,782
Increase in bilateral exports % 20.4% 9.7% 11.6%
Increase in bilateral imports (US$ mi, F.O.B., 2012 20,447 13,946 12,432
Increase in bilateral imports % 42.9% 43.1% 36,3%
Terms of trade 0.2% -0.3% 0,0%
Real wage 0.0% 0.0% 0,0%
Capital gains 0.2% 0.1% 0,1%
Land gains 15.2% 2.8% 1,8%
Real exchange rate 0.4% -0.2% 0,0%

Source: CGTI-FGV
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In the sectorial analysis, the simulation presémtsfollowing results for each sectorial
GDP:

For the agricultural sector, the PTAs with the W& EU and China present positive
results for almost all sectors, with more expresgains for the EU.

For the industry, the PTA with the US is the onattpresents the better results for
Brazil, and the PTA with China represents the mesdt results. The negative results for
the EU can be explained by the Brazilian real oakration, caused by the increase in
the agricultural exports.

Simulation 2 — Mercosul(5) x US — EU

This simulation compares benefits and costs foziBefter the negotiations of PTAsS
between Mercosul with the US and the EU.

The hypotheses assumed for the US and the EU apartéal liberalization on
Agriculture with a tariff reduction of 50%, and @alfliberalization on industry.

Results

Comparing the two agreements, Brazilian exporteegge by 20% for the PTA with the
EU and 10% for the PTA with the US. Brazilian imigoincrease by 42% for the PTA
with the EU and by 42% for the US.

Considering the values given by Secex for the yé&012 (US$ F.O.B.), this would
correspond to an increase of: US$10.0 billion ipats to the EU and US$2.7 billion in
exports to the US. Regarding imports, the increasald be of US$20.0 billion in

imports from the EU and US$13.8 billion in impaitsm the US.

In the PTA with the EU there is a significant irese in the exports of agricultural
products, which explains the gains in the land @@nd the valorization of the Brazilian
Real.

The impacts for Brazil negotiating with the Mercbate similar with the ones obtained
in PTAs with Brazil negotiating independently frothe bloc. This means that
participating in a customs union brings no sigm@ifiteconomic advantage for Brazil in
negotiations of PTAs with other players.
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Simulation 2— Mercosul(5) x US — EU: Macroeconomi¥ariables

Macroeconomic Variables EU 27 us

Increase in bilateral exports (US$ mi, F.O.B., 2012 10,016 2,697
Increase in bilateral exports % 20.5% 10.1%
Increase in bilateral imports (US$ mi, F.O.B., 2012 19,970 13,752
Increase in bilateral imports % 41.9% 42.5%
Terms of trade 0.0% -0.4%
Real wage 0,0% 0.0%
Capital gains 0.1% 0.1%
Land gains 15.7% 3.0%
Real exchange rate 0.2% -0.3%

Source: CGTI-FGV

In the sectorial analysis, the simulation presémtsfollowing results for each sectorial
GDP:

For the agricultural sector, the PTAs with the W8 ¢he EU present positive results for
almost all sectors, with very expressive gaingtierEU.

For the industry, the PTA with the US is the onat thresents the better results for the
Brazilian industry. The negative results for the Eah be explained by the Brazilian
real valorization, caused by the increase in thieealgural exports.

Simulation 3 — Brazil and Mercosul (5) x US — EU €hina

This simulation compares benefits and costs foriBedter the negotiations of PTAs by
both Brazil (negotiating independently from its tuss union) and Mercosul with the
US, the EU and China in contrast with a PTA betwBeazil/Mercosul and the other
South America countries.

The hypothesis assumed is of full liberalizationdth PTASs in all sectors. The idea is to
explore gains and losses of a full integration wlithse partners.

Results

When Brazil negotiates separately from MercosufziBian exports increase by 60%
for the PTA with the EU, 13% for the PTA with theSUand 12% for the PTA with
China. Brazilian imports increase by 49% for theARAlith the EU, by 44% for the US
and by 87% for China.

Considering the values given by Secex for the yé&012 (US$ F.O.B.), this would
correspond to an increase of: US$29.3 billion ipagis to the EU; US$3.5 billion in
exports to the US; and US$5.1 billion in exports@bina. Regarding imports, the
increase would be of US$23.4 billion in importsnrahe EU; US$14.2 billion in
imports from the US; and US$29.9 billion in impditsm China.

When Brazil negotiates together with Mercosul, Biaz exports increase by 57% for
the PTA with EU, 13% for the PTA with the US and®d.@or the PTA with China.
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Brazilian imports increase by 49% for the PTA witle EU, 43% for the US and 94%
for China.

Considering the values given by Secex for the yé&012 (US$ F.O.B.), this would
correspond to an increase of: US$28.0 billion ipagts to the EU; US$3.4 billion in
exports to the US; and US$4.2 billion in exportsGhina. Regarding imports, the
increase would be of US$23.2 billion in importsnfrahe EU; US$14.0 billion in
imports from the US; and US$32.2 billion in impditsm China.

In both scenarios, the PTA with the EU results substantial increase in the exports of
agricultural products, which explains the 81% gainthe land value and the 3%
valorization of the Brazilian real.

The comparison of results of the PTAs with Branitl @ TAs with Mercosul shows that
there are no significant economic gains for Brazilnegotiating within the customs
union. In fact, there are some small losses in iBegorts in Mercosul's PTAs if
compared to the PTAs negotiated only by Brazil.

Simulation 3— Brazil and Mercosul (5) x US — EU- Cima: Macroeconomic Variables

Macroeconomic Variables EU 27 us China
BR MER BR MER BR MER

Increase in bilateral exports
(US$ mi, F.0.B., 2012) 29,266 27,996 3,524 3,418 5,112 4,205

(I)Zcrease in bilateral exports  gq 90 57305 13206 12.8% 12.4% 10,2%

Increase in bilateral imports
(US$ mi, F.0.B., 2012) 23,402 23,211 14,172 14,042 29,864 32,193

(I)zcrease in bilateral imports 1o 101 48795  43.8% 43.4% 87.2% 94.0%

Terms of trade 3.6% 3.3% -02% -0.1% -0,3% -0,1%
Real wage -0.2% -02% 0.0% 0.0% 0,0 -0,1%
Capital gains 0.2% 0.2% 0.1% 01% 0,1% 0,1%
Land gains 81.2% 76.6% 5.0% 55% 2,8% 7,2%
Real exchange rate 3.5% 33% -0.1% 0.0% -0,3% 0,9%

Source: CGTI-FGV

In the sectorial analysis, the simulation presémtsfollowing results for each sectorial
GDP:

For the agricultural sector, the PTAs with the Bldgent expressive gains in a number
of sectors, with a small advantage in the PTA ofrddsul. The PTAs with the US
presents gains in the majority of sectors, althotigly are less significant than in the
PTAs with the EU Again, there is a small advantagehe PTA negotiated by the
Mercosul. The PTAs with China presents gains inreatynumber of agricultural
sectors; when negotiating with Mercosul, the gawesgriculture are more expressive.

For the industry, the PTAs with the EU present ificegmt losses for the majority of
sectors. The results are the same both to the PilA Brazil and the PTA with

Mercosul. In the PTA with the US, there are smaling for several sectors, with a
couple of sectors with more expressive gains. Th& Rith Mercosul presents a slight
disadvantage if compared to the PTA with BraziltHa same way, the PTA with China



97

reveals small gains for a great number of sectdrsrwBrazil negotiates alone. When
negotiating with Mercosul, the simulation presemtsigher number of negative results,
with expressive losses for some sectors, althotigér ectors present more significant
gains.

V. THE IMPACTS OF TTIP AND TPP ON BRAZIL

The objective of this second part is to analyze dfffects of the TTIP and TPP
conclusion for Brazil. This issue is addressed und#éferent hypotheses. The
simulations take into account the reduction of ktatiffs and non-tariff barriers. In the
TTIP, an audacious alternative is assumed: a hgtiotll participation of Brazil in the

TTIP. Regarding the TPP an eventual adhesion afi&tu the agreement is considered.

The methodology used to estimate non-tariff basriias presented in the Ecorys
Project (2009) developed by Berden e Francoisddetiropean Commission.

Simulation 4 - Impacts of the negotiation of the TTIP, betwees BU and the US, to
the Brazilian economy.

Three different hypotheses are proposed: (i) atéuiff reduction between US and EU;
(i) a full tariff elimination plus a 50% reducticsf non-tariff barriers (NTB); and (iii) a
full elimination of both tariffs and NTBs.

Results

Figure 1 — Impact on Brazils Bilateral Exports andlmports

TTIP 100% +  TTIP 100% +
TTIP 100% NTB 50% NTB 100%
0,0% -
0% -0,690,4%
-4,0%
-6,0%
-8,0%
-10,0%
-10,4%
-12,0%
m Variation in Exports mVariation in Imports

Source: CGTI-FGV

Despite the fact that Brazil does not suffer exgikeslosses in its trade balance with the
negotiation of TTIP between the US and the EU, damsg the first round effects
presented by the simulation, the comparison shbeopportunities lost by Brazil by
remaining outside the integration process. Furtibeemit is possible to assume that the
TTIP will result in gains of competiveness for gartners, while Brazil, by remaining
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outside of the agreement, will remain n in its eatrlevel, which will cause further
losses in the country’s trade balance.

When the elimination of non-tariff barriers betwded and US is taken into account,

the negative impact to Brazil is more significarggarding sectorial GDP and trade
flows. More than tariffs, the trade gains of TTIHIWe obtained through negotiations

of non-tariff barriers including technical barriesanitary and phytosanitary measures,
trade facilitation, among others, which are, nowadghe real barriers to trade.

Simulation 5 — Impacts of the participation of Bral on the TTIP

This simulation presents the impacts to the Brazileconomy of a hypothetical
participation of the country in the negotiationdiué TTIP.

The hypothesis assumed for this participation @ye full liberalization of both tariff
and NTBs; and (ii) a 50% reduction of tariffs irriaglture for the US and the EU and a
full liberalization of all other tariffs and NTBgjii) a 50% liberalization of EU and
US’s agricultural sectors, 50% liberalization o@Bil's industry and services and a full
liberalization of non-tariff barriers for all padrs; and (iv) 50% liberalization of EU
and US’s agricultural sectors, 50% liberalizatidrBoazil’s industry and services and a
50% reduction of non-tariff barriers for all pantse

Results

Figure 2 — TTIP + Brazil: Impact on Brazils Bilateral Exports and Imports
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100,00%
80,00% 67,60%
000 52.90% 52,90%

46,50%
34,90%

40,00% -
20,00% -
0,00% -
TTIP + Brazil 100% TTIP + Brazil + TTIP + Brazil + TTIP + Brazil +
+ NTB 50% 50%Ag + NTB 50%Ag + 50% Ag.+Br.
100% Br.50%Ind.+ NTB 50%Ind. + NTB
100% 50%

® Variation in Exports ® Variation in Imports

Source: CGTI-FGV

When Brazil adheres to the TTIP, its exports presesignificant increase. There are
highly expressive gains for the majority of agriouhl sectors in all three scenarios.
This presents the greatest costs of opportunitgrakil remaining outside the Trans-
Atlantic integration process. For the industry, wherazil participates in the TTIP,
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there are losses and gains for the industrial sgotaplained by the valorization of the
Brazilian real, caused by the growth of agricultereports.

The audacious hypothesis of including Brazil asd pf the TTIP presents a substantial
gain for agriculture, but as expected, losses é&esal industrial sectors due to the
overvaluation of exchange rates and the conseqonergase on industrial imports. To

make this hypothesis viable, two important tasksreeded: the Brazilian industry must
face an arduous work to improve its competitivenessl the Brazilian Government

should also play its role through active econonalicges.

Simulation 6 — Impacts of the TPP on Brazil

The simulation presents the impacts of TPP to tlaziBan economy, considering: (i) a
full tariff liberalization amongst TPP members) @i full tariff liberalization plus a 50%

reduction of non-tariff barriers (NTB) amongst TlRkembers; (iii) the adhesion of
China to the agreement and a full tariff liberdiiaa; and (iv) the adhesion of China to
the TPP, with a full tariff liberalization plus &% reduction of NTBs.

Results

Figure 3 — TPP: Impact on Brazil’s Global Exports ad Imports

TPP 100% + NTB TPP+China 100% +
(] + Ina (1] 0 0
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Source: CGTI-FGV

As the TTIP, the TPP shall present negative impfactthe Brazilian economy, already
in the first round effects. These impacts can beensgnificant with the gains of
competitiveness of the TPP partners, result oatireement.

The losses for the Brazilian economy become mopeessive when China accedes to
the agreement and, most of all, when non-tariffriees are reduced, showing, once
more, the importance of the negotiation of rule®irAs, which have direct impact on
market access.
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In summary

The conclusion of TTIP and TPP will represent acser threat to Brazil. Not only it
will lose international market, but will be left lied in the negotiations of international
trade rules, losing its present role as relevaoiball rule maker, accepting a secondary
role of passive rule taker.

In a time of global value chains, the integratidnBoazil with major economies is
fundamental to the survival of the industry.

The present research shows clearly that the neéigotiaf an agreement between Brazil
and the EU, now in its final phase, is an importatép forward and should be
concluded rapidly, before the finalization of th€IF negotiation.

But a second step should also be considered shrieubat of an agreement with the
US. There is no “trade logic” of an agreement with EU without an agreement with
the US in the case of a successful TTIP.

With the TTIP and TPP, a new opportunity is operBtazil. It is time to review the
priorities and to re-evaluate losses and gains. ddsts of Brazil's isolation in the
World because of the difficulties of Mercosul stibbk re-examined with care.

Details of the simulations on the impacts of TTIP ad TPP for Brazil.

In this Section the construction of different sagre are simulated, considering the
following sectors: agriculture, industry and seedc

The idea is to estimate opportunity costs for Braznot participating in the TTIP and
the TPP. The hypotheses are: partial and full élmation of tariff and non-tariff
barriers. The audacious scenario of Brazil paritng in the TTIP is considered.

Simulation 4.1 — Impacts of the TTIP on Brazil by ectors

This simulation presents the impacts of the negotiaof the TTIP, between the EU and
the US, to the Brazilian economy.

Three different hypotheses are proposed: (i) atéuiff reduction between US and EU;
(i) a full tariff elimination plus a 50% reductiasf non-tariff barriers (NTB); and (iii) a
full elimination of both tariffs and NTBs.

Results
When Brazil remains outside the TTIP, the counteXports are reduced:

0] an exclusively tariff reductions results in a snugibp of 0,6% of
Brazilian exports to the US and the EU, correspogdd a decrease
of US$0.4 billion;
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(i) a full tariff reduction plus a 50% NTB reductiorsudts in a decrease
of 5% of Brazil's exports, corresponding to US$Bilon reduction;
and

(i) a full liberalization of both tariff and NTBs forTIP result in a drop

of 10% of the exports, corresponding to a US$7l®bidecrease.

With the expected increase of trade flow betweerad® EU, the share of Brazil in the
World trade will be reduced.

Regarding imports, when Brazil remains outsideTthiP:

0] a full tariff reduction between the US and the Egults in a decrease
of 0,4% of Brazil imports from the US and the Edfresponding to
0.3 billion;

(i) a full tariff elimination plus 50% reduction in NEBesults in a drop
of 4% of imports, corresponding to a decrease d#3JEbillion; and

(i) a scenario of full liberalization of both tariffaiNTBs results in a

decrease of 8% of imports, corresponding to USBlidn.

Despite the fact that Brazil does not suffer exgikeslosses in its trade balance with the
negotiation of TTIP between the US and the EU, damsg the first round effects
presented by the simulation, the comparison shbeopportunities lost by Brazil by
remaining outside the integration process. Furtibeemit is possible to assume that the
TTIP will result in gains of competiveness for gartners, while Brazil, by remaining
outside of the agreement, will remain n in its eatrlevel, which will cause further
losses in the country’s trade balance.

Simulation 4.1 — Impacts of TTIP on Brazil: Macroe@nomic Variables

Macroeconomic Variables TTIP TTIP+NTB (50%) TTIP+NTB (100%)
Variation in bilateral exports

(US$ mi, F.O.B., 2012)p 453 "3.778 -7,.858
Variation in bilateral exports % -0.6% -5.0% -10.4%
Variation in bilateral imports (US$

mi, F.O.B., 2012) ports | -320 3121 6,401
Variation in bilateral imports % -0.4% -3.9% -8.0%
Terms of trade -0.1% -0.6% -1.3%
Real wage 0.0% 0.0% -0.1%
Capital gains 0.0% -0.1% -0.1%
Land gains -0.4% -2.7% -6.2%
Real exchange rate -0.1% -1.0% -2.2%

Source: CGTI-FGV

In the sectorial analysis, the simulation presémsfollowing results for each sectorial
GDP:

For the agricultural sector, the conclusion of TEP results in small losses to the
majority of the agricultural sectors, with a slilghbetter scenario according to the level
of liberalization of NTBs. One factor that shoulfieat Brazilian agricultural exports to
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the EU is that any preferential tariff quotas oéeby the EU to the US should affect
other countries’ market access to the EU, sincakbieal tariff quotas will be shared by
many partners, with the US benefiting from a largéare of such global quota.
Regarding the NTBs, the results of the simulatioovs that Brazil will benefit from the
elimination of NTBs between the two countries.

For the industry, the conclusion of the TTIP resutt small gains for a number of
sectors. This can be explained by the fact thatnbrease of trade flows and economic
integration between the EU and the US will creatmes demand for exports from other
countries as well.

In services the scenario is not very different frime industry, with small gains for
Brazil in the agreement between the EU and the US.

Simulation 4.1 — Impacts of the TTIP on Brazil: Setrial Analysis

TTIP TTIP+NTB (50%) |TTIP+NTB (100%)
Agriculture 4 5 7
Industry 12 12 12
Services 8 10 11
Total 24 27 30

Source: CGTI-FGV
Simulation 5.1 — Impacts of the participation of Bazil on the TTIP by sectors

This simulation presents the impacts to the Brazileconomy of a hypothetical
participation of the country in the negotiationdiué TTIP.

The hypothesis assumed for this participation @ye full liberalization of both tariff
and NTBs; and (ii) a 50% reduction of tariffs irriaglture for the US and the EU and a
full liberalization of all other tariffs and NTBgjii) a 50% liberalization of EU and
US’s agricultural sectors, 50% liberalization o@Bil's industry and services and a full
liberalization of non-tariff barriers for all padrs; and (iv) a 50% liberalization of EU
and US’s agricultural sectors, 50% liberalizatidrBoazil's industry and services and a
50% reduction of non-tariff barriers for all panse

Results
When Brazil adheres to the TTIP, its exports preaesignificant increase:

0] a full liberalization of tariffs and NTBs for altee partners results in
a strong increase of 126% of Brazilian exportsyesponding to a
US$95.4 billion raise; and

(i) with a more realistic 50% reduction of agricultutatiffs plus a full
liberalization of all other tariffs and NTBs resulin an increase of
102% of the country’s exports, corresponding to 33 billion.

(i) with a 50% reduction of EU and US agricultural ffari a 50%
reduction of Brazilian industrial tariffs a fullbleralization of non-
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tariff barriers for all partners, Brazilian expoitgrease by 121% |,
corresponding to US$91.5 billioh

finally, in a more realistic scenario of 50% redowctof EU and US
agricultural tariffs, a 50% reduction of Braziliamdustrial tariffs and
a 50% reduction of non-tariff barriers for all {rears, Brazilian
exports increase by 67,6%, corresponding to US$ Billion>?

In the TTIP, there is a very expressive increasthénexports of agricultural products,
which explains the gains in the land value andviderization of the Brazilian real.

Regarding imports, when Brazil participates in TiaP:

(i)

(ii)

(iii)

(iv)

full liberalization of tariffs and NTBs results Bn increase of 54%;
corresponding to a US$43.1 billion rise in impdrsm the US and
the EU; and

a 50% liberalization in agricultural tariffs andf@l liberalization in

other tariffs and NTBs results in an increase gb%§ corresponding
to US$37.2 billion.

a 50% liberalization in the agricultural sectorstioé EU and US, a
50% liberalization in the Brazilian industrial sectand a full

liberalization of non-tariff barriers for all padrs results in an
increase of 34.9%, corresponding to US$27,9 bitflon

finally, in a more realistic scenario of 50% redowctof EU and US
agricultural tariffs, a 50% reduction of Braziliamdustrial tariffs and
a 50% reduction of non-tariff barriers for all {rears, Brazilian
imports increase by 52,9%, corresponding to US$ Blion>*

Simulation 5.1 — Impacts of the participation of Bazil on the TTIP - Macroeconomic Variables

TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil

Macroeconomic Variables (100% + (50%ag +100%  (50% ag + 50% (50% ag + 50%

100%NTB) NTB) ind. + 100% NTB) ind. + 50% NTB)
Increase in bilateral expor
(USS$ mi, F.0.B., 2012) 95,433 77,374 91,504 51,079
(I)Zcrease in bilateral expor 126.3% 102.4% 121.1% 67.6%
Increase in bilateral impor
(US$ mi. F.O.B., 2012) 43,130 37,209 27,926 42,330
(I)zcrease in bilateral impor 53.9% 46.5% 34.9% 52.9%
Terms of trade 16.0% 10.7% 16,9% 5,4%
Real wage 0.4% 0.8% 0,4% 1,0%
Capital gains 1.1% 1.1% 1,0% 1,2%
Land gains 198,4% 87.7% 191,2% 57,9%
Real exchange rate 15.2% 10.5% 15,9% 6,3%

Source: CGTI-FGV.

*1 Values from Secex (US$ F.O.B.) for 2012
*2Values from Secex (US$ F.O.B.) for 2012
*3 Values from Secex (US$ F.O.B.) for 2012
> Values from Secex (US$ F.O.B.) for 2012
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In the sectorial analysis, the simulation presémsfollowing results for each sectorial
GDP:

In a scenario of participation of Brazil in the PTithere are highly expressive gains for
the majority of agricultural sectors in all threzesarios. This presents the greatest costs
of opportunity of Brazil remaining outside the Tsaftlantic integration process.

For the industry, when Brazil participates in th€lH, there are significant losses for
the majority of Brazil's industrial sectors in @ases, explained by the impact of the
exchange rate.

For services, small and medium losses for the ntjof sectors are verified.

Simulation 5.1 — Impacts of the TTIP on Brazil: alernative scenario - Sectorial Analysis

TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil
(100% + 100% | (50%ag +100% | (50% ag + 50% ind. + 100% | (50% ag + 50% ind. +
NTB) NTB) NTB) 50% NTB)
Agriculture 13 13 13 12
Industry 2 3 2 4
Services 5 5 6 6
Total 20 21 21 22

Source: CGTI-FGV.

Simulation 6.1 — Impacts of TPP on Brazil by sectar

The simulation presents the impacts of TPP to ttaziBan economy, considering: (i) a
full tariff liberalization amongst TPP members) @ifull tariff liberalization plus a 50%

reduction of non-tariff barriers (NTB) amongst TRiembers; (iii) the adhesion of
China to the agreement and a full tariff liberdii@a; and (iv) the adhesion of China to
the TPP, with a full tariff liberalization plus &% reduction of NTBs.

Results

The entry into force of the TPP, considering faliff liberalization results in a drop of
0,4% of Brazilian global exports as well as a dobp,4% of Brazilian global imports.

Full tariff elimination plus a reduction of 50% NIfTBs result in a more marked drop on
Brazilian global exports, with a reduction of 2,7ile imports drop by 2,6%.

The adhesion of China to the TPP results in evereragpressive losses to Brazil: the
elimination of tariffs leads to a reduction of 1,486 Brazilina exports and 1,3% of

imports, while the elimination of tariffs combinéd the reduction of 50% of NTBs

leads to a reduction of 5% of Brazilian global estp@nd 4,7% of imports.

Simulation 8 — Impacts of TPP on Brazil: Macroeconmic outlook
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TPP + NTB TPP + China TPP+China+NTB

Mroeconomic variables TPP

Variation in global exports (%) -0,4% -2,7% -1,4% -5,0%
Variation in global imports (%) -0,4% -2,6% -1,3% -4,7%
Terms of Trade -0,2% -0,9% -0,3% -1,5%
Rela wage 0,0% -0,1% 0,0% -0,1%
Capital gains -0,0% -0,1% 0,0% -0,1%
Land gains -0,3% -3,1% -0,2% -1,7%
Real Exchange rate -0,3% -1,8% -1,2% -3,7%

Source: CGTI - FGV
Regarding the sectorial analysis, the followingihessare verified:

In agriculture, small losses are verified for mofthe sectors and more relevant losses
are verified to a limited number of sectors. Thiaion is worsened both by the
adhesion by the reduction of NTBs. For the indystrgall losses are verified for a few
sectors, with more sectors affected when NTBs e w@educed. For services, small
gains are verified for the majority of sectors.

Simulation 6.1 — Impacts of TPP on Brazil: Summaryf gains — GDP by sector

TPP TPP + NTB TPP + China  TPP+China+NTB
Agriculture 14 9 14 9
Industry 16 11 15 12
Services 12 11 12 11
Total 42 31 41 32

Source: CGTI - FGV
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SIMULATIONS

Simulation 1 — Brazil x US — EU — China

« Hypothesis: US and EU — Partial liberalizationAgriculture + Agribusiness = 50% reduction
Full liberalization on Industry
China — Full liberalization on AgricultureAgribusiness

Partial liberalization on Industryp8% reduction (Brazil)

Table 0.1 — Variation on GDP by sector (%) — Agriclture

Agricultura EU 27 us China
Paddy rice 0,06 0,02 0

Wheat 0,51 0,08 0,04
Other cereals 1,60 0,22 0,04
Vegetables/fruits 1,76 0,22 -0,06
Oil seeds -0,06 0,30 1,27
Sugar (cane&beet) 2,16 0,44 0,51
Plant fibres -0,65 0,73 0,92
Other crops (unprepared) 0,50 1,32 0,29
Cattle, horses, sheeps 11,81 0,38 0,08
Animal products 4,77 0,37 0,22
Raw milk -0,09 -0,02 0

Wool, silk -0,04 0,02 -0,02
Forestry products 0,03 0,36 -0,03
Meat: cattle, sheeps, horses 14,89 0,46 0,10
Meat products 9,11 0,68 0,43
Vegetables oils and fats 0,34 0,29 0,88
Processed rice 0 0 0

Sugar 3,47 0,85 0,66
Food products (animal feed) 1,36 0,17 0,09
Beverage, Tobacco products 0,09 0,01 -0,01

Source: CGTI-FGV



Simulation 1 — Brazil x US — EU - China

Hypothesis: US and EU — Partial liberalization ogridulture + Agribusiness = 50% reduction
Full litedization on Industry
China — Full liberalization org#culture + Agribusiness

Partial liberaliiat on Industry = 50% reduction (Brazil)

Table 0.2 — Variation on GDP by sector (%) — Industy

Industry | EU 27 us China
Extractive

Fishing 0,14 0,01 0,01

Coal -0,01 0,18 0,03

(0] -0,05 0,14 0,02

Gas -0,14 0,09 0,01

Minerals -0,27 0,19 0,04

Manufacturing

Textiles -0,92 1,08 -1,57
Apparel -0,15 0,32 -0,40
Leather products 1,72 6,29 1,92

Wood products 0,62 1,19 -0,14
Paper products -0,66 0,00 0,02

Petroleum products -0,09 0,14 0,03

Chemical, rubber, plastics -1,38 -0,68 0,10

Mineral (non-metallic) -0,58 0,94 -0,13
Iron, steel -2,13 -0,11 -0,11
Metals (non-ferrous) 0,52 0,85 0,30

Metal products -2,78 -0,67 -0,38
Motor vehicles and parts -0,92 0,16 0,15

Transport equipament 0,75 1,56 0,29

Electronic equipment -0,72 -0,75 -0,89
Machinery and equipment -5,22 -2,09 -0,51
Manufactures -0,51 -0,42 -0,54

Source: CGTI-FGV
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Simulation 1 — Brazil x US — EU - China

Hypothesis: US and EU — Partial liberalization ogridulture + Agribusiness = 50% reduction
Full litedization on Industry
China — Full liberalization org#culture + Agribusiness
Partial liberaliiat on Industry = 50% reduction (Brazil)

Table 0.3 — Summary of gains - GDP by sector

EU 27 us China
Agriculture 15 18 13
Industry 5 14 12
Total 20 32 25

Source: CGTI-FGV

Table 0.4 — Macroeconomic outlook

Macroeconomic Variables EU 27 us China
Increase in bilateral exports (U9

mi, F.0.B., 2012) 9,967 2,590 4,782
Increase in bilateral exports % 20.4% 9.7% 11.6%
Increase in bilateral imports

mi. F.0.B., 2012) P (US 20,447 13,946 12,432
Increase in bilateral imports % 42.9% 43.1% 36,3%
Terms of trade 0.2% -0.3% 0,0%
Real wage 0.0% 0.0% 0,0%
Capital gains 0.2% 0.1% 0,1%
Land gains 15.2% 2.8% 1,8%
Real exchange rate 0.4% -0.2% 0,0%

Source: CGTI-FGV
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Simulation 1 — Brazil

X _US — EU - China

Table 0.5 — Trade Balance: Agriculture

Agriculture

Paddy rice

Wheat

Other cereals
Vegetables/fruits

Oil seeds

Sugar (cane&beet)

Plant fibres

Other crops (unprepared)
Cattle, horses, sheeps
Animal products

Raw milk

Wool, silk

Forestry products

Meat: cattle, sheeps, horses
Meat products

Vegetables oils and fats
Processed rice

Sugar

Food products (animal feed)

Beverage, Tobacco products

Source: CGTI-FGV

EU 27 us China
A A A
b-;rlzﬁie % % b-;rlzﬁie % % bgrlgﬂge % %
(US$ Exports Imports (US$ Exports Imports (US$ Exports Imports
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Simulation 1 — Brazil

X _US — EU - China

Table 0.6 — Trade Balance: Industry

Industry

Extractive

Fishing

Coal

Oil

Gas

Minerals

Manufacturing

Textiles

Apparel

Leather products

Wood products

Paper products
Petroleum products
Chemical, rubber, plastics
Mineral (non-metallic)
Iron, steel

Metals (non-ferrous)
Metal products

Motor vehicles and parts
Transport equipament
Electronic equipment
Machinery and equipment

Manufactures

Source: CGTI-FGV

EU 27 us China
A Trade A Trade A Trade
balance % % balance % Exports % balance % %
(Uss$ Exports Imports (Uss$ o EXp Imports (Uss Exports Imports
Million Million Million
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Simulation 2 — Mercosul (5) x US — EU

Hypothesis: US and EU — Partial liberalizationAgriculture + Agribusiness = 50% reduction

Full litedization on Industry

Table 0.2 — Variation on GDP by sector (%) — Agriclture

Agriculture EU 27 us

Paddy rice 0,45 0,03
Wheat 0,88 0,18
Other cereals 1,71 0,28
Vegetables/fruits 2,04 0,29
Oil seeds 0,2 04

Sugar (cane&beet) 2,’31 0,,46
Plant fibres -0,55 0,77
Other crops (unprepared) 0,65 1,37
Cattle, horses, sheeps 11,5 0,46
Animal products 5,08 0,49
Raw milk -0,07 -0,02
Wool, silk -0,03 0,02
Forestry products 0 ,18 0,43
Meat: cattle, sheeps, horses 141,45 0:56
Meat products 9,74 0,91
Vegetables oils and fats 0,59 0,39
Processed rice 0,1 0,01
Sugar 3,7 0,92
Food products (animal feed) 1,42 0,19
Beverage, Tobacco products 0,1 0,02

Sour€&TI-FGV.
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Simulation 2 — Mercosul (5) x US —EU

Hypothesis: US and EU — Partial liberalizationAgriculture + Agribusiness = 50% reduction

Full litedization on Industry

Table 0.2 — Variation on GDP by sector (%) — Industy

Industry EU 27 us
Extractive

Fishing 0,14 0,01
Coal 0,08 0,22
o]] 0,04 0,18
Gas -0,09 0,12
Minerals -0,14 0,25
Manufacturing

Textiles -0,98 1,04
Apparel -0,16 0,33
Leather products 2,34 6,55
Wood products 1,05 1,38
Paper products -0,63 0,02
Petroleum products -0,07 0,14
Chemical, rubber, plastics -1,46 -0,81
Mineral (non-metallic) -0,54 0,96
Iron, steel -2,24 -0,11
Metals (non-ferrous) 1,01 1,10
Metal products -2,91 -0,76
Motor vehicles and parts -2,15 -0,06
Transport equipament 1,44 1,90
Electronic equipment -0,66 -0,87
Machinery and equipment -5,36 -2,28
Manufactures -0,51 -0,46

Source: CHGV.
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Simulation 2 — Mercosul (5) x US —EU

Hypothesis: US and EU — Partial liberalizationAgriculture + Agribusiness = 50% reduction

Full litedization on Industry

Table 0.3 — Summary of gains - GDP by sector

EU 27 us South America

Agriculture 17 19 9

Industry 7 14 7

Total 24 33 16

Source: CGTI-FGV.

Table 0.4 — Macroeconomic outlook

Macroeconomic Variables EU 27 us
Increase in bilateral exports (US$ mi, F.O.B., 2012 10,016 2,697
Increase in bilateral exports % 20.5% 10.1%
Increase in bilateral imports (US$ mi, F.O.B., 2p12 19,970 13,752
Increase in bilateral imports % 41.9% 42.5%
Terms of trade 0.0% -0.4%
Real wage 0,0% 0.0%
Capital gains 0.1% 0.1%
Land gains 15.7% 3.0%
Real exchange rate 0.2% -0.3%

Source: CGTI-FGV.



114

Simulation 3— Brazil and Mercosul (5) x US — EU — iina

Hypothesis - Full liberalization

Table 0.3. — Variation on GDP by sector (%) — Agrialture

EU 27 us China

Agriculture BR MER BR MER BR MER
Paddy rice -0,05 0,81 0,00 0,01 0,04 2,18
Wheat -0,84 -0,32 -0,32 -0,28 0,41 12,36
Other cereals 2,99 3 0,18 0,23 0,25 1,05
Vegetables/fruits 2,45 2,82 0,16 0,16 0,17 1,23
Oil seeds -2,41 -2,11 0,20 0,23 1,62 5,92
Sugar (cane&beet) 15,88 15,98 1,27 1,36 0,76 1,31
Plant fibres -3,41 -3,22 0,59 0,68 -0,02 -1,57
Other crops (unprepared) -0,65 -0,58 2,93 2,8 0,52 -0,31
Cattle, horses, sheeps 38,05 36,57 0,30 0,59 0,24 0,86
Animal products 10,66 10,9 0,30 0,52 0,63 0
Raw milk -0,50 0,02 0,04 0,75 0 1,45
Wool, silk -0,15 -0,15 0,01 0,02 -0,05 0,15
Forestry products -2,34 -2,23 0,25 0,23 0,21 0,15
Meat: cattle, sheeps, horses | 48,28 46,3 0,36 0,7 0,29 1,03
Meat products 19,65 20,18 0,50 0,89 1,23 -0,31
Vegetables oils and fats -1,51 -1,24 0,19 0,2 1,27 3,44
Processed rice -0,09 0,15 -0,01 0 0,01 1,13
Sugar 23,37 23,52 2,03 2,24 0,94 0,35
Food products (animal feed) 3,30 3,35 0,23 0,31 0,17 0,7
Beverages and tobacco -0,27 -0,26 -0,04 -0,03 0,01 0,26

Source: CGTI-FGV.
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Simulation 3— Brazil and Mercosul (5) x US — EU — iina

Hypothesis — Full liberalization

Table 0.2 — Variation on GDP by sector (%) — Industy

Industry EU 27 us China

Extrative BR MER BR MER BR MER
Fishing 0,3 0,29 0,01 0,01 0,01 0,01
Coal -1,11 -1,07 0,14 0,11 0,21 -0,03
oil -1,05 -1,02 0,10 0,06 0,16 0,10
Gas -1,48 -1,50 0,04 -0,04 0,18 1,77
Minerals -2,42 -2,38 0,10 0,01 0,32 -0,36
Manufacturing

Textiles -3,32 -3,16 0,99 1,19 -3,58 -5,16
Apparel -0,26 -0,24 0,31 0,36 -0,98 -0,98
Leather products -10,59 -8,74 6,01 7,36 1,19 -2,32
Wood products -5,01 -4,68 0,96 0,95 0,36 -1,58
Paper products -2,50 -2,49 -0,09 -0,13 0,24 1,06
Petroleum products -0,71 -0,71 0,12 0,08 0,11 3,33
Chemical, rubber, plastics -4,23 -4,27 -0,75 -0,98 0,27 3,96
Mineral (non-metallic) -2,09 -2,02 0,87 0,89 -0,15 0,34
Iron, steel -7,18 -7,16 -0,33 -0,47 0,10 -2,55
Metals (non-ferrous) -9,46 -9,45 0,42 -0,04 1,44 -6,15
Metal products -5,38 -5,42 -0,79 -0,91 -0,79 -1,51
Motor vehicles and parts -3,61 -3,03 0,04 0,94 0,58 2,76
Transport equipament -6,03 -5,65 1,27 1,26 1,67 -3,52
Electronic equipment -3,21 -3,24 -0,86 -1,42 -1,72 -3,88
Machinery and equipment -11,42 -11,65 -2,36 -2,92 -0,91 -4,89
Manufactures -1,04 -1,06 -0,44 -0,50 -1,34 -1,77

Source: CGTI-FGV.



Simulation 3— Brazil and Mercosul (5) x US — EU — iina

Hypothesis - Full liberalization

Table 0.3 — Summary of gains - GDP by sector

EU 27 us China
BR MER BR MER BR MER
Agriculture 9 12 16 17 17 16
Industry 1 14 12 14 8
Total 10 13 30 29 31 24
Source: CGTI-FGV
Table 0.4 — Macroeconomic outlook
Macroeconomic Variables EU 27 us China
BR MER BR MER BR MER
Increase in bilateral exports
(USS$ mi, F.0.B., 2012) 29,266 27,996 3,524 3,418 5,112 4,205
perease In bilateral exports - 5 g5 57306 13.20% 12.8% 12,4% 10,2%
Increase in bilateral imports
(US$ mi. F.0.B., 2012) 23,402 23,211 14,172 14,042 29,864 32,193
(')Zcrease in bilateral IMports g 105 48705 43.8% 43.4% 87.2% 94.0%
Terms of trade 3.6% 3.3% -0.2% -0.1% -0,3% -0,1%
Real wage -0.2% -0.2% 0.0% 0.0% 0,0% -0,1%
Capital gains 0.2% 0.2% 0.1% 0.1% 0,1% 0,1%
Land gains 81.2% 76.6% 5.0% 55% 2,8% 7,2%
Real exchange rate 3.5% 33% -0.1% 0.0% -0,3% 0,9%

Source: CGTI-FGV
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Simulation 4 — Impacts of TTIP on Brazil

Hypothesis: TTIP — only tariffs
TTIP with 50% reduction of ntariff barriers (NTBS)
TTIP with 100% reduction of R§

Table 4.4 — Variation on GDP by sector (%) — Agriclture

Agriculture TTIP TTIP+NTB (50%) |TTIP+NTB (100%)
Paddy rice -0,03 -0,12 -0,27
Wheat 0,20 1,54 2,74
Other cereals -0,12 -0,66 -1,24
Vegetables/fruits -0,01 -0,27 -0,63
Oil seeds 0,08 -0,55 -1,54
Sugar (cane&beet) 0,01 0,11 0,28
Plant fibres -0,12 0,07 0,20
Other crops (unprepared) -0,12 -1,23 -2,93
Cattle, horses, sheeps -0,13 -0,29 -0,76
Animal products -0,24 -1,01 -1,95
Raw milk -0,02 0,00 0,03
Wool, silk 0,00 0,00 0,01
Forestry products 0,06 0,59 1,26
Meat: cattle, sheeps, horsé -0,17 -0,37 -0,96
Meat products -0,48 -2,01 -3,83
Vegetables oils and fats -0,02 -0,17 -0,61
Processed rice -0,01 -0,03 -0,07
Sugar 0,00 0,06 0,19
gjec:jc)i products (animal 0,04 0,24 0,49
g Tobacco 0,01 0,43 0,68

Source: CGTI-FGV



Simulation 4 — Impacts of the TTIP on Brazil

Hypothesis: TTIP — only tariffs
TTIP with 50% reduction of ntariff barriers (NTBS)

TTIP with 100% reduction of R

Table 4.2 — Variation on GDP by sector (%) — Industy

Industry

Extractive

Fishing

Coal

Qil

Gas

Minerals

Manufacturing

Textiles

Apparel

Leather products

Wood products

Paper products
Petroleum products
Chemical, rubber, plastics
Mineral (non-metallic)
Iron, steel

Metals (non-ferrous)
Metal products

Motor vehicles and parts
Transport equipament
Electronic equipment
Machinery and equipment
Manufactures

TTIP TTIP+NTB (50%) |TTIP+NTB (100%)
0,00 -0,05 -0,10
0,04 0,26 0,49
0,03 0,01 -0,01
0,01 0,09 0,21
0,04 0,07 0,15
-0,06 0,03 0,10
-0,01 -0,03 -0,05
-0,47 -0,64 -0,87
0,15 1,41 3,00
0,06 0,52 1,11
-0,03 -0,32 -0,61
0,02 0,26 0,53
-0,19 -0,59 -0,94
0,10 -0,14 -0,34
0,00 0,36 0,78
0,04 0,28 0,59
-0,02 -0,01 0,01
0,12 -2,86 -6,54
0,07 0,41 0,82
0,16 0,55 1,06
0,00 -0,07 -0,15

Source: CGTI-FGV
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Simulation 4 — Impacts of the TTIP on Brazil

Hypothesis: TTIP — only tariffs

TTIP with 50% reduction of ntariff barriers (NTBS)

TTIP with 100% reduction of RF

Table 4.3 — Variation on GDP by sector (%) — Servies

Services

Electricity

Gas distribution
Water

Construction

Trade

Transport

Water transport

Air transport
Communication
Financial services
Insurance

Business services
Recreation and other ser|
Public administration

Dwellings

TTIP TTIP+NTB (50%) | TTIP+NTB (100%)
0,00 0,04 0,08
0,01 0,10 0,25
0,00 -0,02 -0,05
0,00 0,00 0,01
0,00 -0,02 -0,05
0,00 0,01 0,04
0,08 0,68 1,49
0,03 0,22 0,49
0,01 0,05 0,11
0,01 0,02 0,05
0,01 0,02 0,06
0,03 0,32 0,70
0,01 0,06 0,12
0,00 -0,04 -0,08
20,01 -0,07 -0,15

Source: CGTI-FGV
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Simulation 4 — Impacts of the TTIP on Brazil

Hypothesis: TTIP — only tariffs
TTIP with 50% reduction of ntariff barriers (NTBS)
TTIP with 100% reduction of RS

Table 4.4 — Summary of gains — GDP by sector

TTIP TTIP+NTB (50%) | TTIP+NTB (100%)
Agriculture 4 5 7
Industry 12 12 12
Services 8 10 11
Total 24 27 30

Source: CGTI-FGV

Table 4.5 — Macroeconomic outlook

[Macroeconomic Variable:
Variation in bilateral exports
(US$ mi, F.O.B., 2012)
Variation in bilateral exports %
Variation in bilateral imports
(US$ mi, F.O.B., 2012)
Variation in bilateral imports %
Terms of trade

Real wage

Capital gains

Land gains

Real exchange rate

TTIP TTIP+NTB (50%) TTIP+NTB (100%)

-453
-0.6%
-320

-0.4%
-0.1%
0.0%
0.0%
-0.4%
-0.1%

-3,778
-5.0%
-3,121

-3.9%
-0.6%
0.0%
-0.1%
-2.7%
-1.0%

-7,858
-10.4%
-6,401

-8.0%
-1.3%
-0.1%
-0.1%
-6.2%
-2.2%

Source: CGTI-FGV
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Simulation 4 — Impacts of the TTIP on Brazil

Table 4.6 - Trade Balance: A

riculture

121

Other cereals
Vegetables/fruits

Oil seeds

Sugar (cane&beet)

Plant fibres

Other crops (unprepared)
Cattle, horses, sheeps
Animal products

Raw milk

Wool, silk

Forestry products

Meat: cattle, sheeps, horses
Meat products

Vegetables oils and fats
Dairy

Processed rice

Sugar

Food products (animal feed)
Beverage, Tobacco product

Source: CGTI-FGV

Simulation 1 — Impacts of the TTIP on Brazil

TTIP TTIP+NTB (50%) TTIP+NTB (100%)
A A A
. % % % % Trade % %
Agriculture 1(-5 gg rt:l?lllﬁ)nnc)e Exports Imports 'I('Lagg r?ﬁlli)nnc)e Exports  Imports balance Exports  Imports
(US$ million)
Paddy rice
Wheat




Table 4.7 - Trade Balance: Industry

TTIP TTIP+NTB (50%) TTIP+NTB (100%)

_ A Trade % % A Trade % % A Trade % %
Extrative balance balance balance
Exports Imports

(US$ milliony ZXPOMS  IMPOItS | (o gy EXPOMtS  IMports | jg¢ mijlion)

Industry

Fishing

Coal

oil

Gas

Minerals
Manufacturing
Textiles

Apparel

Leather products
Wood products
Paper products
Petroleum products

Chemical, rubbe
plastics

Mineral (non-
metallic)

Iron, steel

Metals (non-ferrous)
Metal products
Motor vehicles an(
parts

Transport equipame
Electronic equipment
Machinery ang
equipment
Manufactures
Source: CGTI-FG
Simulation 1 — Impacts of the TTIP on Brazil
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Table 0.5 - Trade Balance: Services

TTIP TTIP+NTB (50%) TTIP+NTB (100%)

Services A
% % A Trade balance % % A Trade balance % %
Exports Imports (US$ million)  Exports Imports (US$ million)  Exports  Imports

Trade balance
US$ million

Electricity

Gas distribution
Water
Construction
Trade
Transport
Water transport
Air transport
Communication
Financial services
Insurance

Business services

Recreation and oth
serv.

Public administration
Dwellings
Source: CGTI-FGV
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Simulation 5 - Impacts of the participation of Braal on the TTIP

e Hypothesis
o0 Full Liberalization + NTBs (100%)
0 50% liberalization on agriculture (US and EU) + NST@.00%)
0 50% liberalization on agriculture (US and EU) + 50%eralization on industry (Brazil) +
NTBs (100%)
0 50% liberalization on agriculture (US and EU) + 50%eralization on industry (Brazil) +

NTBs (50%)

Table 5.1 - Variation on GDP by sector (%): Agricuture

TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil
Agriculture (100% + 100% | (50%ag +100% (50% ag + 50% (50% ag + 50%
NTB) NTB) ind. + 100% NTB) | ind. + 50% NTB)

Paddy rice -0,81 -0,71 -0,84 -2,27
Wheat -5,44 -3,44 -4,53 -26,11
Other cereals 8,00 6,89 6,43 4,63
Vegetables/fruits 16,93 16,69 16,14 9,49

Oil seeds 3,74 6,74 6,02 1,28
Sugar (cane&beet) 22,09 3,94 3,56 1,35
Plant fibres -9,33 -5,39 -5,65 -10,15
Other crops (unprepared) 14,19 14,18 13,69 10,45
Cattle, horses, sheeps 47,01 24,86 24,34 28,92
Animal products 29,43 21,33 20,5 21,34
Raw milk -0,98 -0,54 -0,96 -2,91
Wool, silk 0,97 1,67 1,55 -0,57
Forestry products -5,35 -2,41 -2,69 -1,98
Meat: cattle, sheeps, horseg 59,89 31,71 31,08 36,22
Meat products 57,26 41,27 39,70 41,73
Vegetables oils and fats 19,06 22,55 21,27 8,63
Processed rice -0,21 -0,26 -0,29 -0,51
Sugar 34,74 8,47 7,73 4,50
Food products (animal feed 10,12 7,53 7,16 4,42
Beverage, Tobacco product -0,56 -0,16 -0,36 -0,66

Source: CGTI-FGV




Simulation 5 — Impacts of the participation of Brazl on the TTIP

e Hypothesis:

0 Full Liberalization + NTBs (100%)
0 50% liberalization on agriculture (US and EU) + NST@00%)
0 50% liberalization on agriculture (US and EU) + 50%eralization on industry (Brazil) +

NTBs (100%)

0 50% liberalization on agriculture (US and EU) + 50%eralization on industry (Brazil) +
NTBs (50%)

Table 5.2 - Variation on GDP by sector (%): Industy
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TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil

Industry (100% + 100% | (50%ag +100% | (50% ag + 50% ind. | (50% ag + 50% ind.
NTB) NTB) +100% NTB) +50% NTB)

Extractive
Fishing 0,95 0,72 0,70 0,61
Coal -5,83 -4,05 -4,45 -4,38
Qil -1,57 -0,24 -0,51 -0,61
Gas -7,53 -5,18 -5,50 -3,29
Minerals -9,06 -6,15 -6,60 -3,78
Manufacturing
Textiles -6,85 -3,04 -2,73 -3,66
Apparel 1,19 1,54 1,79 1,05
Leather products -6,09 15,35 12,84 11,27
Wood products -12,50 -5,71 -6,48 -3,78
Paper products -6,59 -4,48 -4,49 -3,18
Petroleum products -1,03 -0,30 -0,35 -0,64
Chemical, rubber, plastic -11,92 -8,32 -7,71 -7,2
Mineral (non-metallic) -2,34 -0,03 -0,09 -1,16
Iron, steel -13,23 -6,56 -6,71 -6,95
Metals (non-ferrous) -28,08 -17,14 -18,62 -11,34
Metal products -12,13 -8,76 -7,43 -7,18
Motor vehicles and parts -7,22 -3,66 -3,68 -3,18
Transport equipament -13,45 -5,24 -8,03 0,66
Electronic equipment -12,05 -9,13 -8,93 -6,56
Machinery and equipmen -23,74 -15,74 -14,20 -17,19
Manufactures -1,89 -1,13 -0,74 -1,07

Source: CGTI-FGV
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Simulation 5 — Impacts of the participation of Brazl on the TTIP

e Hypothesis:
0 Full Liberalization + NTBs (100%)
0 50% liberalization on agriculture (US and EU) + NST@00%)
0 50% liberalization on agriculture (US and EU) + 50%eralization on industry (Brazil) +
NTBs (100%)
0 50% liberalization on agriculture (US and EU) + 50%eralization on industry (Brazil) +
NTBs (50%)

Table 5.3 — Variation on GDP by sector (%): Servicg

TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil

Services (100% + 100% (50%ag (50% ag + 50% (50% ag + 50%

NTB) +100% NTB) |ind. + 100%NTB) | ind. + 50%NTB)
Electricity -4,28 -2,58 -2,74 -1,85
Gas distribution -5,76 -3,18 -3,48 -2,71
Water 0,43 0,28 0,34 0,37
Construction -0,03 -0,04 -0,03 -0,01
Trade 0,24 0,30 0,34 0,33
Transport -0,84 -0,56 -0,59 -0,35
Water transport -10,38 -7,43 -7,99 -4,82
Air transport -4,35 -3,22 -3,36 -1,91
Communication -0,95 -0,69 -0,66 -0,46
Financial services -0,77 -0,53 -0,47 -0,55
Insurance -0,02 -0,16 -0,12 0,05
Business services -3,76 -2,54 -2,74 -2,13
Recreation and other ser 0,44 0,12 0,17 0,49
Public administration 1,49 0,72 0,84 0,79
Dwellings 1,80 1,07 1,23 1,17

Source: CGTI-FGV.



Simulation 5 — Impacts of the participation of Brazl on the TTIP

e Hypothesis:

[0}
[0}
[0}

0

Full Liberalization + NTBs (100%)

50% liberalization on agriculture (US and EU) + NsT@00%)
50% liberalization on agriculture (US and EU) + 50i#eralization on industry (Brazil) +
NTBs (100%)
50% liberalization on agriculture (US and EU) + 50#eralization on industry (Brazil) +

NTBs (50%)

Table 5.4 — Summary of gains: GDP by sector
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TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil
(100% + 100% | (50%ag +100% | (50% ag + 50% ind. + 100% | (50% ag + 50% ind. +
NTB) NTB) NTB) 50% NTB)
Agriculture 13 13 13 12
Industry
Services 6
Total 20 21 21 22
Source: CGTI-FGV.
Table 5.5 — Macroeconomic outlook
TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil
Macroeconomic Variables (100% + (50%ag +100%  (50% ag + 50% (50% ag + 50%
100%NTB) NTB) ind. + 100% NTB) ind. + 50% NTB)
Increase in bilateral expor
(US$ mi. F.0.B., 2012) 95,433 77,374 91,504 51,079
(I)zcrease in bilateral expor 126.3% 102.4% 121.1% 67.6%
Increase in bilateral impor
(USS$ mi, F.0.B., 2012) 43,130 37,209 27,926 42,330
(I)zcrease in bilateral impor 53.9% 46.5% 34.9% 52.9%
Terms of trade 16.0% 10.7% 16,9% 5,4%
Real wage 0.4% 0.8% 0,4% 1,0%
Capital gains 1.1% 1.1% 1,0% 1,2%
Land gains 198,4% 87.7% 191,2% 57,9%
Real exchange rate 15.2% 10.5% 15,9% 6,3%

Source: CGTI-FGV.
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Table 5.6 — Trade balance - Agriculture
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TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil
(100% + 100%NTB) (50%ag +100%NTB) (50%1%%;0 gg‘g})'”d' * (50% ag + 50% ind. + 50%NTB)
A A A A
Agriculture Trade % % Trade % % Trade % % Trade % %
balance Exports  Imports balance  Exports Imports balance  Exports Imports balance Exports Imports
(US$ mi) (US$ mi) (US$ mi) (US$ mi)
Paddy rice -32,25 1998,15 66,89 -21,11 1975,79 49,85 -24,29 1892,75 53,91 -58,93 286,09 91,74
Wheat -393,71  -11,35 27,21 -286,18 -12,07 19,70 -290,05 -12,95 19,95 -349,37 -24,4 23,85
Other cereals 227,69 14,31 42,37 314,52 17,05 29,78 307,17 16,72 29,75 162,66 9,59 23,51
Vegetables/fruits 796,26 109,31 34,72 788,75 104,37 28,34 775,26 103,57 29,38 439,28 58,9 16,99
Oil seeds 62,62 1,59 70,38 171,06 3,16 70,27 171,72 3,16 69,3 215,41 3,53 41,43
Sugar (cane&beet) -2,59 -70,06 74,03 -1,36 -38,91 26,47 -1,39 -39,68 27,08 -1,21 -34,73 22,8
Plant fibres -72,31 -8,81 21,94 -56,66 -6,89 17,27 -71,91 -8,2 24,14 -160,79 -17,15 58,77
Other crops (unprepared) | 5580,24 101,64 121,04 5338,18 96,22 95,89 5224,54 94,49 100,22 | 3615,72 66,75 95,98
Cattle, horses, sheeps -296,34  -79,97 474,26 -137,83 -48,83 127,35 -137,69 -48,78 127,19 -88,47 -28,18 107,08
Animal products -127,61  -9,35 73,64 -34,92 6,30 44,57 -37,45 6,62 47,42 -34,56 3,7 37,12
Raw milk 6,44 439,18 65,14 9,23 559,6 47,00 8,94 546,45 48,52 0,63 104,1 46,86
Wool, silk 39,59 415,57 195,62 63,86 607,52 118,45 59,17 575,41 148,9 -14,33 62,39 597,59
Forestry products 37,6 160,62 24,31 42,94 175,98 18,30 40,49 170,67 23,27 13,95 91 48,92
Meat: cattle, sheeps, horsg 24007,78 686,25 445,65 9358,86 266,11 135,21 | 9232,76 262,68 137,34 | 9050,04 255,39 79,88
Meat products 12671,07 179,5 265,96 8453,70 119,61 129,37 | 8200,49 116,17 169,72 | 7364,64 104,94 339,82
Vegetables oils and fats 3403,36 90,31 87,47 4034,42 102,42 64,48 3849,04 99,84 79,5 1683,57 53,87 120,88
Processed rice -33,00 38,10 30,22 -28,70 21,92 22,43 -33,49 19,17 23,98 -37,58 0,57 19,72
Sugar 7638,74 152,45 84,27 1947,03 38,87 36,11 1861,25 37,16 42,98 1152,52 23,04 60,86
Food products (animal fee¢ 3353,58 112,09 45,68 2704,97 87,61 30,32 2541,61 85,51 35,9 1098,18 47,07 39,01
Beverage, Tobacco produq 29,29 14,74 28,85 52,61 10,61 16,4 -6,44 9,96 23,13 -26,68 7,07 19,49

Source: CGTI-FGV.
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Table 5.7 — Trade balance - Industry

129

: TTIP + Brazil : TTIP + Brazil

Industry (10&1215(535&5) (50%ag +100%NTE) (50% ag +T E(I)P%ﬁr?(;é -|Z-||100%NTB) (50% gg(;; NS%/;’ ind. +
Extractive bance . % | hdance % % | pURE % % | C % %

(US$ mi) Exports Imports (US$ mi) Exports Imports (US$ mi) Exports Imports (US$ mi) Exports  Imports
Fishing -18,75 13,07 20,67 -10,07 18,38 14,95 -11,19 17,79 15,72 -6,74 10,36 9,35
Coal 59,61 -12,69  -4,73 32,82 -11,10 -2,60 33,5 -11,7 -2,66 79,06 10,14 -6,27
oil 586,59 64,43 38,66 782,94 67,68 38,62 701,78 66,71 38,9 306,42 26,1 14,84
Gas 30,19 269,90 -3,07 11,16 24845 -1,13 6,31 228,59 -0,64 31,34 40,32 -3,19
Minerals -94,58 -2,11 -11,27 -60,40 -1,35 -7,21 -107,1 -1,52 -6,82 89,74 -0,5 -6,45
Manufacturing
Textiles -918,78 27,28 47,07 -402,49 47,06 39,54 -324,41 40,87 33,46 | -438,62 23,22 27,97
Apparel -171,80 94,06 88,18 37,71 129,00 69,93 100,22 118,04 51,71 | -15,57 74,38 47,29
Leather products -103,05 11,43 101,67 | 2293,14 63,09 71,29 2029,51 55,8 62,86 | 1505,9 41,38 46,47
Wood products -830,89 -11,62 78,36 -189,45 1,90 67,41 -262,82 -1,68 46,53 | -108,43 0,92 36,82
Paper products -1808,02 -20,90 49,89 | -1181,70 -10,56 41,01 -1161,81 -13,5 31,87 | -802,87 -8,07 25,44
Petroleum products 114737 21,94 1,25 1058,68 23,62 3,13 1016,76 23,21 3,31 772,06 13,96 0,37
Chemical, rubber, plastic{ -11571,64 -19,79 34,78 | -8456,84 -7,42 28,49 -7628,29 -10,84 23,89 | -5670,61 -2,78 20,07
Mineral (non-metallic) -33,82 17,11 50,03 344,87 29,72 41,58 345,52 26,51 32,85 63,71 15,5 34,75
Iron, steel -441,36 1,91 30,87 642,51 13,83 29,55 475,12 10,41 22,67 | 102,21 6,04 21,91
Metals (non-ferrous) -1613,65 -23,49 2,33 -756,94  -9,23 4,24 -994,44 -12,9 4,2 -198,77 -2,87 0,32
Metal products -2322,72 -25,54 87,27 | -1800,87 -11,96 74,66 -1338,91 -15,59 49,54 | -1142,44  -9,47 45,69
Motor vehicles and parts | -2863,30 2,58 32,90 | -1102,44 12,16 29,77 -893,13 7,5 20,52 -519 8,19 17,78
Transport equipament -960,19  -7,46 8,15 -246,53 7,38 8,97 -464,47 1,24 7,53 570,2 22,71 8,69
Electronic equipment -4508,38 -34,76 39,20 | -3397,09 -21,79 31,12 -3276,54 -26,24 28,14 | -2169,63 -12,72 20,31
Machinery and equipmen| -10055,34 -6,06 41,20 | -6358,08 12,00 35,55 -5273,64 4,85 26,42 | -5244,75 6,11 27,05
Manufactures -641,14 2,41 79,85 -397,22 23,39 63,43 -294,53 17,11 46,88 | -336,89 8,06 46,29

Source: CGTI-FGV..
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Table 5.8 — Trade balance - Services
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Services

Electricity

Gas distribution
Water

Construction

Trade

Transport

Water transport

Air transport
Communication
Financial services
Insurance

Business services
Recreation and other serv
Public administration
Dwellings

TTIP + Brazil TTIP + Brazil TTIP + Brazil TTIP + Brazil
(100% + 100%NTB) (50%ag +100%NTB) (50% ag + 50% ind. + 100%NTB) [ (50% ag + 50% ind. + 50%NTB)
baance - % % | baance % % | baance % % i % %
US$ mi Exports Imports US$ mi Exports  Imports US$ mi Exports  Imports US$ mi Exports  Imports
15,21 11,66 12,41 7,31
5,64 4,64 4,99 2,14
29,85 21,69 23,51 16,19
23,16 16,78 18,31 9,8
28,17 19,91 21,48 14,11
24,79 17,98 19,36 12,2
12,38 8,81 9,51 5,37
15,37 11,11 11,96 6,86
22,50 16,33 17,73 10,85
19,14 13,94 15,32 15,4
20,16 14,76 15,89 11,34
19,15 14,15 15,19 9,59
26,90 18,78 20,32 12,63
26,09 18,09 19,66 14,28
0 13,51 13,51 0 10,04 10,04 0 10,79 10,79 6,3

Source: CGTI-FGV.
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Simulation 6 — Impacts of TPP on Brazil

« Hypotheses:
o Full liberalization of tariffs
o Full liberalization on tariffs and 50% reduction N Bs
o Full liberalization of tariffs + China
o Full liberalization on tariffs and 50% reduction NiBs + China

Table 6.1 — Variation on GDP by sector (%) — Agriclture

Agriculture TPP TPP + NTB TPP+China | TPP+China+NTB
Paddy rice 0,04 0 0,02 -0,03
Wheat 0,26 -0,21 0,67 -0,14
Other cereals -0,13 -0,3 0,07 0,38
Vegetables/fruits 0,22 -2,5 0,57 -1,75
Oil seeds 0,57 0,32 0,53 -9,59
Sugar (cane&beet) -0,02 -0,1 -0,27 -0,01
Plant fibres 0,56 -0,49 -1,16 -2,21
Other crops (unprepared) 0,17 -1,12 0,25 -0,71
Cattle, horses, sheeps 0,24 0,49 0,11 0,87
Animal products -1,74 -2,76 -1,32 -2,04
Raw milk 0,05 0,05 0,07 0,17
Wool, silk 0,02 0,03 -0,03 -0,02
Forestry products 0,09 0,75 0,06 1,09
Meat: cattle, sheeps, horseg 0,26 0,58 0,10 0,98
Meat products -3,52 -5,07 -2,76 -3,74
Vegetables oils and fats 0,16 -0,14 0,10 0,31
Dairy 0,07 0,07 0,10 0,21
Processed rice 0,02 0,01 0,01 0,01
Sugar -0,05 -0,29 -0,06 0,14
Food products (animal feed -0,23 -0,95 -0,13 -0,90
Beverage, Tobacco product -0,01 -0,22 0,05 -0,09

Source: CGTIl - FGV
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* Hypotheses:

o Full liberalization of tariffs

o Full liberalization on tariffs and 50% reduction NifBs
o Full liberalization of tariffs + China
o Full liberalization on tariffs and 50% reduction NifBs + China

Table 6.2 — Variation on GDP by sector (%)— Industy
Industry TPP TPP + NTB TPP+China | TPP+China+NTB
Extractive
Fishing 0,01 -0,01 0,05 0,02
Coal 0,13 0,5 0,38 0,84
Oil 0,15 0,01 0,09 0,05
Gas 0,05 -0,3 -0,06 -0,31
Minerals 0,22 0,49 -0,03 -0,87
Manufatures
Textiles -0,2 -0,11 -1,65 -1,47
Apparel -0,08 -0,12 -0,23 -0,22
Leather products -1,16 -0,96 -5,99 -6,7
Wood products 0,32 1,8 0,31 2,62
Paper products 0,04 0,69 0,09 1,03
Petroleum products 0,03 -0,14 0,24 0,07
Chemical, rubber, plastics 0,08 0,42 -0,86 -0,41
Mineral (non-metallic) 0,02 -0,02 0,02 -0,1
Iron, steel -0,01 -0,32 0,7 0,77
Metals (hon-ferrous) 0,57 1,08 1,78 3,72
Metal products 0,05 0,25 0,28 0,9
Motor vehicles and parts -0,33 -1 0,08 -0,24
Transport equipament 0,22 -3 1,75 -0,61
Electronic equipment 0,14 0,91 0 0,91
Machinery and equipment 0,2 0,08 0,97 1,48
Manufactures 0 0,03 0,04 0,19

Source: CGTI - FGV
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* Hypotheses:

(0]

[0}
[0}
[0}

Full liberalization of tariffs

Full liberalization on tariffs and 50% reduction HifBs
Full liberalization of tariffs + China

Full liberalization on tariffs and 50% reduction NifBs + China

Table 6.3 — Variation on GDP by sector (%) — Servies

3

Services TPP TPP + NTB TPP+China| TPP+China+NTE
Electricity 0,04 0,10 0,13 0,36
Gas distribution 0,09 0,59 0,36 1,18
Water -0,01 -0,03 -0,03 -0,06
Construction 0,00 0,00 0,01 0,01
Trade -0,02 -0,05 -0,03 -0,06
Transport 0,01 0,05 0,03 0,11
Water transport 0,49 1,34 1,90 4,03
Air transport 0,09 0,39 0,23 0,72
Communication 0,02 0,07 0,06 0,14
Financial services 0,02 0,08 0,08 0,16
Insurance 0,02 0,11 0,08 0,20
Business services 0,09 0,44 0,20 0,80
Recreation and other ser 0,01 0,08 0,09 0,14
Public administration 0,00 -0,04 0,02 -0,08
Dwellings -0,02 -0,11 -0,04 -0,19

Source: CGTI - FGV
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Simulation 6 — Impacts of TPP on Brazil

* Hypotheses:
o Full liberalization of tariffs
o Full liberalization on tariffs and 50% reduction NifBs
o Full liberalization of tariffs + China
o Full liberalization on tariffs and 50% reduction NifBs + China

Table 6.4 — Summary of gains — GDP by sector

TPP TPP + NTB TPP + China | TPP+China+NTB
Agriculture 14 9 14 9
Industry 16 11 15 12
Services 12 11 12 11
Total 42 31 41 32
Source: CGTI - FGV
Table 6.5 — Macroeconomic outlook
Macroeconomic Variables TPP TPP + NTB TPP + China TPP+China+NTB
Variation in global exports (%) -0,4% -2,7% -1,4% -5,0%
Variation in global imports (%) -0,4% -2,6% -1,3% -4,7%
Terms of Trade -0,2% -0,9% -0,3% -1,5%
Rela wage 0,0% -0,1% 0,0% -0,1%
Capital gains -0,0% -0,1% 0,0% -0,1%
Land gains -0,3% -3,1% -0,2% -7,7%
Real Exchange rate -0,3% -1,8% -1,2% -3,7%

Source: CGTI - FGV
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Table 6.6 — Trade Balance: Agriculture

Agriculture

Paddy rice

Wheat

Other cereals
Vegetables/fruits

Oil seeds

Sugar (cane&beet)

Plant fibres

Other crops (unprepared)
Cattle, horses, sheeps
Animal products

Raw milk

Wool, silk

Forestry products

Meat: cattle, sheeps, hors
Meat products
Vegetables oils and fats

Dairy

Processed rice

Sugar

Food products (anim
feed)

Beverage, Tobac
products

Source: CGTI - FGV.

TPP TPP + NTB TPP + China TPP+China+NTB
A Trade % % A Trade % % A Trade % % A Trade % %
balance Exports Imports balance Exports Imports balance Exports Imports balance Exports Imports
(ussmi) —P P (uS$mi)y —P P (ussmi) —P P (us$miy =P P
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Table 6.7 — Trade Balance: Industry
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Industry
Extrative
Fishing

Coal

oil

Gas

Minerals
Manufacturing
Textiles

Apparel

Leather products

Wood products

Paper products
Petroleum products
Chemical, rubber, plasti
Mineral (non-metallic)
Iron, steel

Metals (non-ferrous)
Metal products

Motor vehicles and parts
Transport equipament
Electronic equipment
Machinery and equipme
Manufactures

Source: CGTI - FGV

TPP TPP + NTB TPP + China TPP+China+NTB
A Trade % % A Trade % % A Trade % % A Trade % %
balance balance balance balance
(US$mi) Exports  Imports (US$mi) Exports  Imports (US$mi) Exports  Imports (US$mi) Exports  Imports
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Table 6.8 — Trade Balance - Services
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Services

Electricity
Gas distribution
Water

Construction
Trade
Transport

Water transport

Air transport
Communication
Financial services
Insurance

Business services
Recreation and other se
Public administration

Source: CGTI - FGV

TPP TPP + NTB TPP + China TPP+China+NTB
A Trade % % A Trade % % A Trade % % A Trade % %
balance Exports Imports balance Exports Imports balance Exports Imports balance Exports Imports
(uS$mi)y —P P (ussmi) —P P (uS$mi)y —P P (US$mi) P P
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GTAP DATA BASES: DETAILED SECTORIAL LIST

le

1

o]

D

ses,
d,

nd-
rd,
or
d
DN
or
and
ble

2S,
at,
’S,
nal
Sl

Number | Description

1 Paddy Rice: rice, husked and unhusked

2 Wheat: wheat and meslin

3 Other Grains: maize (corn), barley, rye, oatseotereals

4 Veg & Fruit: vegetables, fruit vegetables, franitd nuts, potatoes, cassava, truffles,

5 Oil Seeds: oil seeds and oleaginous fruit; s@nbgcopra

6 Cane & Beet: sugar cane and sugar beet

7 Plant Fibres: cotton, flax, hemp, sisal and other vegetable materials used in textiles

8 Other Crops: live plants; cut flowers and flowmrds; flower seeds and fruit seeds;
vegetable seeds, beverage and spice crops, unmoturefh tobacco, cereal straw and
husks, unprepared, whether or not chopped, gropressed or in the form of pellets;
swedes, mangolds, fodder roots, hay, lucerne fa)fatlover, sainfoin, forage kale,
lupines, vetches and similar forage products, wéretin not in the form of pellets, plants
and parts of plants used primarily in perfumerypl@rmacy, or for insecticidal, fungicidal
or similar purposes, sugar beet seed and seedsradef plants, other raw vegeta
materials

9 Cattle: cattle, sheep, goats, horses, assessnamd hinnies; and semen thereof

10 Other Animal Products: swine, poultry and othee animals; eggs, in shell (fresh or
cooked), natural honey, snails (fresh or presereedppt sea snails; frogs' legs, ediple
products of animal origin n.e.c., hides, skins duadskins, raw , insect waxes amd
spermaceti, whether or not refined or coloured

11 Raw milk

12 Wool: wool, silk, and other raw animal materiaéed in textile

13 Forestry: forestry, logging and related seractvities

14 Fishing: hunting, trapping and game propagafimeiuding related service activitie
fishing, fish farms; service activities incidentalfishing

15 Coal: mining and agglomeration of hard coahitig and peat

16 Oil: extraction of crude petroleum and natums (part), service activities incidental to
and gas extraction excluding surveying (part)

17 Gas: extraction of crude petroleum and natuaal(gart), service activities incidental to
and gas extraction excluding surveying (part)

18 Other Mining: mining of metal ores, uranium, gemther mining and quarrying

19 Cattle Meat: fresh or chilled meat and ediblalodf cattle, sheep, goats, horses, as
mules, and hinnies. raw fats or grease from anyalnor bird.

20 Other Meat: pig meat and offal. preserves amgamations of meat, meat offal or blog
flours, meals and pellets of meat or inedible nodal; greaves

21 Vegetable Oils: crude and refined oils of sogarh maize (corn),olive, sesame, grou
nut, olive, sunflower-seed, safflower, cotton-seedpe, colza and canola, mustal
coconut palm, palm kernel, castor, tung jojoba,dsab and linseed, perhaps partly
wholly hydrogenated,inter-esterified, re-esterified elaidinised. Also margarine ar
similar preparations, animal or vegetable waxets &nd oils and their fractions, cott
linters, oil-cake and other solid residues resglfimm the extraction of vegetable fats
oils; flours and meals of oil seeds or oleaginaugd, except those of mustard; degras
other residues resulting from the treatment ofyfatibstances or animal or vegeta
waxes.

22 Milk: dairy products

23 Processed Rice: rice, semi- or wholly milled

24 Sugar

25 Other Food: prepared and preserved fish or abtgst, fruit juices and vegetable juice
prepared and preserved fruit and nuts, all ceteatd, groats, meal and pellets of whe
cereal groats, meal and pellets n.e.c., other kgram products (including corn flakeg
other vegetable flours and meals, mixes and dofmhthe preparation of bakers' ware
starches and starch products; sugars and suggrssgire.c., preparations used in anin
feeding, bakery products, cocoa, chocolate andrscmafectionery, macaroni, noodle
couscous and similar farinaceous products, foodysts n.e.c.

26 Beverages and Tobacco products
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27 Textiles: textiles and man-made fibres

28 Wearing Apparel: Clothing, dressing and dyeihfp

29 Leather: tanning and dressing of leather; luggawandbags, saddlery, harness and
footwear

30 Lumber: wood and products of wood and cork, pixderniture; articles of straw and
plaiting materials

31 Paper & Paper Products: includes publishingtiog and reproduction of recorded medja

32 Petroleum & Coke: coke oven products, refinetigbeum products, processing of nuclear
fuel

33 Chemical Rubber Products: basic chemicals, athemical products, rubber and plastics
products

34 Non-Metallic Minerals: cement, plaster, limeaggl, concrete

35 Iron & Steel: basic production and casting

36 Non-Ferrous Metals: production and casting qfpew, aluminium, zinc, lead, gold, and
silver

37 Fabricated Metal Products: Sheet metal prodbatspot machinery and equipment

38 Motor vehicles and parts: cars, lorries, traikend semi-trailers

39 Other Transport Equipment: Manufacture of othemsport equipment

40 Electronic Equipment: office, accounting and patmg machinery, radio, television and
communication equipment and apparatus

41 Other Machinery & Equipment: electrical machineand apparatus n.e.c., medical,
precision and optical instruments, watches andksloc

42 Other Manufacturing: includes recycling

43 Electricity: production, collection and distrtimn

44 Gas Distribution: distribution of gaseous fublough mains; steam and hot water supply

45 Water: collection, purification and distribution

46 Construction: building houses factories offiaes roads

47 Trade: all retail sales; wholesale trade and mmsion trade; hotels and restaurants;
repairs of motor vehicles and personal and houdedmbds; retail sale of automotive fuel

48 Other Transport: road, rail ; pipelines, auxilikansport activities; travel agencies

49 Water transport

50 Air transport

51 Communications: post and telecommunications

52 Other Financial Intermediation: includes auxjliactivities but not insurance and pension
funding (see next)

53 Insurance: includes pension funding, except edsapy social security

54 Other Business Services: real estate, rentiddpasiness activities

55 Recreation & Other Services: recreational, caltand sporting activities, other service
activities; private households with employed pess(sgrvants)

56 Other Services (Government): public administratand defense; compulsory sodjal
security, education, health and social work, sewagg refuse disposal, sanitation 1nd
similar activities, activities of membership orgaations n.e.c., extra-territorial
organizations and bodies

57 Dwellings: ownership of dwellings (imputed renfdhouses occupied by owners)
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Brazil — Main products exported and imported to andfrom the EU
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Brazil: Main products Exported to the EU (US$ Million F.O.B)

Description 2014

Value Share
Ore 5.588 13,3%
Soy meal 4.606 11,0%
Coffee, tea, mate 3.506 8,3%
Soybean and seeds 3.187 7,6%
Fuels 2.816 6,7%
Mechanical Machines 2.198 5,2%
Wood Pulp 2.082 5,0%
Iron and Steel 1.769 4,2%
Meat 1.398 3,3%
Preparation of Vegetables 1.301 3,1%
Subtotal 28.451 67,7%
Other products 13.596 32,3%
Total 42.047 100,0%

Source: MDIC/MRE, 2015.

Brazil: Main products imported from the EU (US$ Million F.O.B)

Description 2014

Value Share
Mechanical Machines 10.237 21,9%
Cars 4,557 9,8%
Pharmaceutical Products 3.959 8,5%
Electrical Machines 3.523 7,5%
Organic Chemical Products 2.972 6,4%
Fuels 2.807 6,0%
Precision Instruments 2.190 4.7%
Products of the Chemical 1.991 4,3%
Industry
Plastic 1.960 4,2%
Articles of Iron or steel 1.291 2,8%
Subtotal 35.487 76,0%
Other Products 11.228 24,0%
Total 46.716 100,0%

Source: MDIC/MRE, 2015.
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SECTION 3

Effects on GDP and trade: dynamic modelling

In this Section the effects on GDP of a PTA with ElUJ will be examined.

The simulation explores the impacts on Brazil &1TeA with EU under the hypothesis
of full liberalization of tariff barriers for all@nomic sectors: Agriculture, Industry and
Services.

|. MODELING ISSUES

The Dynamic GTAP (GTAP-Dyn) is a dynamic appliech@al equilibrium model and
was used in the present simulations in order tduata the effects of alternative
preferential trade agreements involving Brazil ang other party.

The dynamic GTAP model (lanchovichina and McDoug&B99) is a multi-period
extension of the standard GTAP model (Hertel, 199§ latter is used for trade policy
analysis. The dynamic GTAP model enhances thetyabilistandard GTAP to conduct
projections by adding new investment theory empiagi errors in investors’
expectations about potential returns to capital iatefnational capital movements. The
model preserves other features of GTAP including tepresentation of consumer
demands and a supply side that emphasizes thefroléer-sectoral factor mobility in
the determination of sectoral output. The modeleot$ exchange rate movements
indirectly, either as shocks to regional trade heds, or equivalently as changes in net
capital outflows.

Both the static and dynamic version of the GTAP elagualifies as a Johansen-type
model. This type of model estimates the impactsxéérnal shocks (gains and losses of
a PTA) through a comparative static modeling (befand after the shock). The
solutions are obtained by solving the system afdiized equations of the model. A
typical result shows the percentage change in ¢hefsendogenous variables (GDP,
exports and imports, exchange rate and land valfte) a policy shock is carried out,
compared to their values in the initial equilibriunm a given environment. The
schematic presentation of Johansen solutions feh suodels is standard in the
literature (see Dixon et al (1992) and Dixon anchi@anter (1996)).

The development of a baseline scenario is an irmapbrtomponent of assessing the
impact of a policy issue with a dynamic model. Asélane depicts how the world
economy might be expected to change, over a gieaongof time, if the policy was not
carried out. The baseline scenario should therefeflect as closely as possible the
changes expected to occur in the world economyueixgy the policy of interest

The GTAP 8 database combines detailed bilaterdetradansport and protection data
characterizing economic linkages among 129 regitmgether with individual country

> WALMSLEY, Terrie L.; DIMARANAN, Betina V.; MCDOUGA.L, Robert A. A Baseline scenario
for the Dynamic GTAP Model. In: IANCHOVICHINA, Elen WALMSLEY, Terrie L. (ed.) Dynamic
Modeling and Applications for Global Economic Ansily. New York: Cambridge University Press,
2012, p. 136.
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input-output data bases which account for intetesed linkages within regions. The
dataset is harmonized and completed with additi@mlrces to provide the most
accurate description of the world economy.

The main applied protection data used in the GTARt base originates from ITC’s
MacMap database, which contains exhaustive infaonadt the tariff line level. The
ITC database includes the United Nations Conferemtelrade and Development’s
(UNCTAD'’s) Trade Analysis and information systemRAINS) data base, to which
ITC staff added their own data. The model trans®ath specific tariffs in ad valorem
tariffs.

In order to capture the effects from each prefémeiade agreement, the simulations
were carried out using a standard GTAP hypothegisch considers perfect factor
mobility for labor and capital and imperfect factorobility for land and natural
resources. National growth supply of factors ofdouction (labor and land) follows
baseline predictions, capital stock growth is dedaby investment dynamics and
production technology for firms is given.

[I. RESULTS OF THE SIMULATIONS

The results in this simulation present the imp&mt8razil’'s GDP, exports and imports,
as well as the gains and losses for the sectoidt,@&s projected for the year of 2030
relative to the baseline, in 2013. Gains and lossescalculated in relation to 2013
dollars.

The choice for impacts on sectorial GDP can beamrpt as an attempt to explore the
global effect of the PTA in a more complete evatrasince GDP includes the impacts
on production, exports and imports.

Simulation 7 — Brazil x EU — Dynamic Modelling

The simulation compares benefits and costs for iBrater the negotiation of a
preferential trade agreement (PTA) with the EU. Tigpothesis herein assumed is full
tariff liberalization on all sectors: Agriculturtndustry and Services.

This is a strong hypothesis, because negotiationmally take in account sensitivities
of the main sectors. In the case of the EU, adguoellcan be named and, in the case of
Brazil, some important industrial sectors can lzbdated. However, for the purpose of
this simulation, what is relevant to reveal areltimts of gains and losses to interested
governments and economic sectors.

These economic data will be important instrumenfdture negotiations.
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Results

The hypothesis assumed for this simulation is blifogralization of tariff barriers for
all sectors: Agriculture, Industry and Services.

The baseline is the year 2013 and the projectianargil 2030, when it is stablished
that all restrictions will be eliminated. It is assed that the implementation period of
the PTA will start in 2016.

Concerning the impacts on Brazil’'s GDP:

Brazil’s GDP in 2013 corresponded to US$ 2,2 ¢rilliThe model projects the baseline
GDP for 2030 as approaching US$ 3,0 trillion. Tagsessment does not consider a
PTA between Brazil and EU.

An agreement between Brazil and the EU, under latduff liberalization hypothesis
would represent an increase of the Brazilian GDRually, around 1.3% in 2030. In
dollars of 2013, the annual increases of GDP waich an equivalent of more US$38,8
billion relative to the baseline, per year.

These numbers are compatible with the estimat€3D# increases for the US and the
EU with the conclusion of the Trans-Atlantic Agreemh— TTIP. For the US, estimates
vary fEr)gm 0,3% to 1,3%. For the EU, estimates Vilaoyn 0,5% to 0,7% (Schott, J.
2014)>".

Concerning the impacts on exports:

The conclusion of a PTA between Brazil and the Rlith full elimination of tariff
barriers, will increase Brazil's annual total exgsofto the world), from 2016 till 2030,
until these increases reach 6.8% annually in 2030.

Concerning the impacts on imports:

The Brazil — EU PTA will increase Brazil’s annuatal imports (to the world), from
2016 till 2030, annually, till reach the amoun®g®% in 2030.

In view of the projections assumed for the year®@Bis agreement would represent in
2013 dollars, additional annual total exports iasieg till reach US$25.1 billion
annually, while the increase in imports will incseaaround US$33.9 billion annually.

*6 Schoot, J. - Broad Objectives and Prospects fdPTFetersen Institute.
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Table 7.1: Macroeconomic Variables

Macroeconomic Variables 2030
Total exports projected baseline (US$ bi, F.O.B.) 369,963
Increase in total exports (%) 6,77%
Total imports projected baseline (US$ bi, F.0.B.) 376,876
Increase in total imports (%) 9,02%
Real GDP projected baseline (US$ bi) 2.964,029
Real GDP (%) 1,31%

Source:CGTI-FGV

In the sectorial analysis, the simulation presémsfollowing results for each sectorial
GDP:

Regarding the agricultural sector, a PTA with tHé Would represent positive results
for some subsectors like meat and sugar, whichrebsa significant increase in its

exports (333.8% and 67.4% respectively, by 203@heOsubsectors tend to show a
slightly deterioration in export performance whemmpared to the baseline, especially
cattle, horses and sheep and cane and beet. Thoetatigns of agricultural products

tend to increase over the years for all productéably regarding cattle, horses and
sheep and milk and dairy products.

Both the extractive and the manufacturing indubktiye a slightly negative GDP during
the period, which seems to be consistent with ¢laeiction of its exports and the rise of
its imports. Almost all sectors present a GDP desmethroughout the years, especially
machinery and equipment and metal products. Reygamekports, the highest rates are
verified for apparel and motor vehicles and pawihjle metal and wood products
present the highest import rates.

On the subject of services, it is observed a cantis growth for both GDP and
importations, with a negative variation in the estpaates throughout the considered
years.



Simulation 7.2 — Brazil x EU

Hypothesis: full tariff elimination for all sectars

Table: Sectoral GDP and Trade balance — Agriculture

Agriculture 2016 2020 2025 2030

Sectorial | Exports | Imports | Sectorial | Exports | Imports | Sectorial | Exports | Imports | Sectorial | Exports Imports

GDP % % GDP % % GDP % % GDP % %

Paddy rice 0,00 3,89 4,93 0,15 6,39 6,62 0,30 10,67 9,68 0,52 16,81 7,29
Wheat -0,44 -4,84 2,59 -0,15 -7,67 4,41 -0,09 A424 7,06 0,90 -10,43 6,66
Other grains 1,55 -0,61 4,26 2,87 -1,49 7,62 4,64 3,55 13,05 5,01 -2,75 12,84
Vegetables/fruits 1,45 4,71 2,61 2,31 6,11 3,61 53,1 6,89 511 3,73 8,21 4,89
Oil seeds -1,17 -1,47 0,65 -1,47 -2,16 1,63 -2,18 3,10 2,45 -1,41 -2,28 2,63
Cane & Beet 2,10 -6,00 2,78 5,60 -11,5p 5,85 13,74 -23,63 13,22 15,49 -25,34 14,60
Plant fibres -1,22 -2,47 0,56 -1,54 -3,48 1,1( 52,5 -5,06 1,33 -1,63 -3,42 1,17
Other crops -0,11 1,27 5,96 -0,10 -2,23 7,95 -0,50 -4.46 11,02 0,08 -2,51 10,51
(unprepared)
Cattle, horses, sheeps 11,93 -10,98 21,42 2282 8719 4252 41,58 -34,82 86,79 42,22 -36,6 91,6
Other Animal products 3,59 -3,52 6,50 5,99 -5,62 618, 8,70 -8,96 11,51 9,04 -8,33 11,30
Raw milk -0,40 -6,01 2,98 -0,25 -8,76 4,74 -0,23 3,74 7,83 -0,09 -10,18 5,81
Wool, silk 1,63 -12,18 35,45 2,99 -17,81 45,20 4,11 -26,95 61,97 3,29 -21,45 57,37
hM;";‘gscatt'e' sheeps, 14,63 89,99 | 1256 | 2810 172,98 22,74 51,73  320l69 5404 | 5335 | 333,73| 47,29
Other Meat products 6,23 13,02 32,76 9,84 20,39 837, 1349 28,12 46,95 14,08 29,64 47,58
Vegetables oils and fatg -0,79 -2,62 16,3p -0,44 023 17,91 -0,58 -5,49 20,72 0,30 -2,81 20,71
Milk & Dairy -0,58 -4,90 34,95 -0,44 -6,14 38,15 ,46 -10,48 44,52 -0,30 -6,64 46,63
Processed rice -0,04 -0,86 2,22 0,01 -0,6R 2,17 01-0,] -2,21 4,50 0,11 -0,02 3,20
Sugar 3,37 10,54 6,10 8,16 25,09 8,76 19,68 61,18 5,911 21,72 67,32 16,55
feoe‘(’j‘;' products (animal | 4 4¢ 6,02 6,56 2,27 9,55 7,79 3,70 12,8P 10,26 3,96 15,28 9,46
greo‘aeljgge' Tobacco 0,13 212 | 1068 | 0,08 351| 1114 0,22 399 1244 420, 547 11,93

Source: CGTI-FGV.



Simulation 7.3 — Brazil x EU

Hypothesis: full tariff elimination for all sectars

Table: Sectoral GDP and Trade balance — Industry/

Industry 2016 2020 2025 2030

Sectorial | Exports | Imports | Sectorial | Exports | Imports | Sectorial | Exports | Imports | Sectorial | Exports Imports

GDP % % GDP % % GDP % % GDP % %

Extractive -1,21 -2,10 0,35 -1,58 -2,95 0,80 -2,70 -4,84 1,36 -2,13 -3,97 1,55
Manufacturing
Textiles -0,83 0,08 4,07 -0,92 -0,44 5,38 -1,69 773, 7,90 -0,95 -0,23 6,35
Apparel 0,08 11,78 7,70 0,28 10,90 10,44 0,25 5,91 15,58 0,41 9,91 12,54
Leather products 0,36 2,12 7,07 -0,42 -0,32 9,77  ,043 -8,31 15,25 -1,99 -5,51 13,77
Wood products -0,50 0,23 11,44 -0,75 -0,30 16,63 ,062 -3,53 25,31 -0,89 -0,12 24,68
Paper products -0,73 -3,52 7,00 -0,57 -3,46 9,76 ,76-0 -6,10 14,91 -0,13 -2,77 13,96
Petroleum products -0,19 -0,82 -0,34 -0,01 -0,99 ,140 0,09 -1,63 -0,13 0,46 -1,13 0,29
;gg?c'ga" rubber, -1,28 2,31 3,73 -1,19 -2,38 5,21 -1,86 5,32 7,98 -098 | -2,20 7,34
Mineral (non-metallic) -0,64 -2,66 6,43 -0,61 -2,70 8,40 -0,80 -5,19 12,20 -0,25 -2,41 10,65
Iron, steel -2,01 -3,00 5,12 -1,99 -2,94 7,49 13,3 -5,07 10,84 -2,15 -1,93 10,87
Metals (non-ferrous) -1,85 -0,52 0,82 -2,06 -0,66 ,621 -4,88 -4,38 2,29 -2,38 -0,22 2,65
Metal products -1,32 -4,88 13,48 -1,16 -5,13 19,12 -1,90 -8,52 28,44 -1,42 -3,97 26,62
Motor vehicles and parts -0,42 0,94 5,90 -0,17 1,56 8,92 -0,89 0,15 13,74 -0,41 2,73 13,66
Transport equipament -1,70 -3,29 1,45 -1,1y7 -291 592 -2,46 -5,92 3,62 -0,50 -2,21 3,23
Electronic equipment -0,24 -4,59 3,61 0,48 -456 754, 0,38 -8,40 7,15 0,87 -3,78 4,89
Machinery and -3,36 -3,93 7,44 -3,60 -3,73 10,57 -5,80 692 350 -4,65 -2,31 12,53
equipment
Manufactures 0,16 -4,95 5,51 0,72 -5,14 6,69 0,99 -8,84 9,50 1,16 -4,33 6,07

Source: CGTI-FGV.

" The extractive industry encompasses fishing, aklgas, minerals, and forestry.



Simulation 7.4 — Brazil x EU

Hypothesis: full tariff elimination for all sectqr40% reduction of non-tariff barriers for all sex.

Table: Sectoral GDP and Trade balance — Services
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2016

2020

2025

2030

Sectorial
GDP

Exports
%

Imports
%

Sectorial
GDP

Exports
%

Imports
%

Sectorial
GDP

Exports
%

Imports
%

Sectorial
GDP

Exports
%

Imports
%

Services

0,01

-2,30

3,87

0,05

-0,13

12,61

0,31

-2,68

14,(

9 510

-0,32

12,62

Source: CGTI-FGV

Impacts of the PTA Brazil — EU on Brazil’'s GDP
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