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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

The US government last week

warned Brazil that it would

suspend trade benefits on some

$2.5 billion worth of Brazilian
imports in 90 days if the South American
country does not do more to fight piracy
of US movies, music, and software. What
prompted the US to take this action?
How will it affect larger trade relations
between the two countries?

Guest Comment: Rubens Barbosa:

"T don't think the US will imple-

ment this measure. Much has

been done to fight piracy in
Brazil. The INPI has been significantly
strengthened and a serious effort to curb
contraband is underway. Moreover, if the
US does apply this retaliatory measure, the
US companies that export most of the $2.5
billion to the US, especially in the auto
parts sector, will be affected. Multinationals
will suffer from the measure, and the FTAA
negotiations will be even more damaged.
So this is why I believe the US won’t imple-
ment it."

Board Comment: Harley Lewin:
"Brazil remains the single-largest
market for goods in South
America and also the single
largest problem of counterfeiting. The
counterfeit goods problem is rampant and
when coupled with the scope of the goods
concerned (everything from pharmaceuti-
cals to recorded music to automobile parts
to toothpaste) and the problems in the

Inside This Issue

Brazilian legal system, it is fair to say the
United States has lost patience. The two
countries have had a dialogue for at least a
decade on these problems, yet realistic
headway has been slow in coming. Pirates
now not only copy products, but they
incorporate businesses in the names of
legitimate brands, bribe the judiciary
(which is notoriously slow in any event)
and/or local officials to protect their illegal
activities thus slowing or entirely blocking
effective access of US brands to the
Brazilian marketplace. Perhaps the latest
threat by the United States will finally get

Continued on page 4

PHOTO OF THE DAY

US Treasury Secretary John Snow
announced yesterday he will reinstate
information sharing by the United States
with Mexico. See related story on page 2.

File Photo: Department of Treasury.
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Brazilian Footwear Exports Up
15 Percent in 2004 over 2003

Footwear exports from Brazil rose to
$844 million in the first half of this
year, an increase of 15 percent com-
pared to the same period last year.
Brazil's footwear industry associa-
tion, Associacao Brasileira das
Industrias de Calcados
(Abicalcados), also reported on its
website that exports from the sector
rose 14 percent year-on-year for the
month of June to $137 million,
according to preliminary export data
from the government.

Source: Abicalcados.

Peru Delays Bambas Auction by
Five Weeks to August 31

Peru's privatization agency said it
has delayed the auction for the Las
Bambas mining project to August 31
instead of July 23. Prolnversion said
the delay was due to the ongoing
debate in Congress over royalties on
mining projects and to give 11 pre-
qualified companies more time for
interested parties to prepare bids.

Source: Dow Jones.

Iberia Cuts Central American
Flights Through Miami

Spain's flagship airline Iberia will
discontinue five Central American
flights currently routed through
Miami, and further cut Miami stops
by running direct flights from Spain
to Guatemala and Panama. The
Spanish airline will continue its daily
flight to Miami where passengers can
transfer to affiliated airlines. The
direct flights to Latin America will
be operated by Airbus A340 aircraft.
Reports in the press cited Miami
International Airport's longer visa
clearance procedures as a reason for
the airline's decision to cut it from
these routes.

Source: Financial Times, Miami Herald.
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Political News

Venezuela's Electoral Council Visits
Washington, Defends Oversight

Two members of Venezuela's five-member
National Electoral Council on Tuesday
defended the CNE's oversight of the coun-
try's politically charged referendum
process and promised the Council would
be an impartial referee for the August 15
vote on whether to cut short President
Hugo Chavez's term in office. CNE
President Francisco Carrasquero and
Rector Jorge Rodriguez, both considered
by Venezuela's opposition and by outside
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reinstate information sharing by the
United States with its Mexican financial
intelligence unit counterpart, the Unidad
de Inteligencia Financiera (UIF). Sec. John
Snow said the reinstatement follows the
suspension of information sharing
imposed by Treasury on April 21 this year
as a result of a leak. At the time, Mexican
President Vicente Fox blamed Mexico City
Mayor Andres Manuel Lopez Obrador, a
leading candidate for the presidency in
2006, for the leak, while the Mexico City
mayor accused the Fox government of
using state institutions as part of a politi-
cally motivated campaign to discredit him
before the 2006 election. [Editor's note: see
related story in the April 26, 2004 issue of

"There is no chance that the date will be delayed."”

— CNE Rector Jorge Rodriguez

analysts to be pro-Chavez, told an audi-
ence at the Inter-American Dialogue in
Washington that the Council would
ensure a fair process. "[The CNE] has been
absolutely transparent, impartial, and
objective," said Carrasquero. "We are refer-
ees, and referees should be impartial."
Carrasquero said the Council wanted
international observers to be present in the
country to monitor the referendum, but
warned them against interfering in the
process. "We want The Carter Center and
the OAS to be there until the end, but as
long as they respect the laws and rules of
Venezuela as they would in any other
country," the CNE president stated. The
two officials also said that the August 15
date of the referendum was firm. "There is
no chance that the date will be delayed,"
said Rodriguez. If Chavez loses the refer-
endum before August 19, new elections
will be held within 30 days. If he loses after
August 19, his vice president and loyal
supporter Jose Vicente Rangel will be
allowed to complete the rest of his term.

US Treasury Department Restores
Information Sharing with Mexico

The secretary of the US Treasury
Department announced yesterday he will

the Latin America Advisor.] "As Mexico has
demonstrated their commitment to, and
recognizes the importance of, holding the
information we share to the utmost secre-
cy, we are pleased to re-engage in our
information-sharing relationship,” Snow
said in a press release yesterday. Snow also
thanked Mexico's Finance Minister
Francisco Gil Diaz in the release for "the
swift and serious attention Mexico gave
this important matter." "Not only has the
information-sharing relationship between
the United States and Mexico been
restored, our confidence in that relation-
ship has been restored, as well," said Snow.

Economic News

Brazil Auto Exports Rise Sharply in
June, 2004 Forecasts Revised Up

Brazil's biggest auto industry association
yesterday reported that the South
American country's June exports totaled a
surprising $699 million, a new monthly
record. Anfavea also raised its vehicle
export view for 2004 to $6.9 billion from
$6.6 billion, according to Agencia Estado.
The new projection represents a 25 per-
cent gain from last year’s result, according
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to the report. Anfavea President Rogelio
Golfarb attributed Brazil’s strong export
performance to the economic recovery of
Argentina. Sales to the neighboring coun-
try alone amounted to $1.02 billion in the
first five months of the year, representing
a 150 percent increase from the same peri-
od of 2003. The exports of agricultural
machinery are also growing "very fast
indeed" compared to 2003, according to a
research note from UBS yesterday, rising
56 percent in June and 72 percent year-to-
date.

Company News

Brazil's Petrobras Investing
$20 Million in Cuba Plant

Brazilian state oil company Petrobras
announced Tuesday it will invest $20 mil-
lion to build a lubricants plant in Cuba,
according to Reuters. The statement fol-
lows Brazilian President Luiz Inacio "Lula"
da Silva's encouragement of Brazil-Cuba
investment during a visit to the country
last September. Petrobras President Jose
Eduardo Dutra will travel to Havana on
July 26 to sign an agreement with Cuba
Petroleo, Cuba's state-run oil company.
The new plant will be operating in two
years, and its products will be sold in the
Cuban market and exported to Central
America and other Caribbean countries as
well. Cuba, which depends on imports for
roughly half its oil, is eager for foreign
investment. Oil off Cuba's north shore has
raised the country's output to about
75,000 barrels a day from about 10,000 in
the early 1990s. Canada's Sherritt
International now produces more than
half the nation's oil. Petrobras had little
success after spending $17 million explor-
ing for oil in Cuban waters in 2001,
according to a recent story in The New
York Times. In related news, Petrobras
announced last week that its appraisal
operations in St. Malo, a deepwater Gulf
of Mexico hydrocarbon discovery zone, of
which it owns a 25 percent working inter-
est, were highly successful. The company's
prospects in several other regions have
"similar or even higher potential," accord-
ing to a statement by the oil giant.

Copyright © 2004, Inter-American Dialogue
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Advisor Profile

Constantino de Oliveira Jr.

GOL Linhas Aereas Inteligentes S.A. captured more than $280 million in its initial
public offering on Sao Paulo and New York stock exchanges two weeks ago. Gol has
aggressive plans to expand its fleet of Boeing 737s and bring its
"low-cost, low-fare" business model to international markets,
reportedly starting with Argentina as soon as this fall. But
Brazil's airline industry has a history of flops, and now fierce
price competition. Varig, one of Gol's competitors, defaulted on
$900 million in debt two years ago. TAM, the country's second-
largest airline, at last this year expects to squeeze out a profit after
consecutive annual losses. And with much of its liabilities denom-
inated in dollars, currency risk will also loom large for Gol's out-
look. Constantino de Oliveira Jr. (35) is Gol's CEO.

=
Photo: Gol.

Name

Constantino de Oliveira Jr.

Background

Brazilian, 35 years old.

His father, Constantino de Oliveira Sr. (72), is the chairman of Gol and a seasoned
transportation industry leader in Brazil, having founded one of the South American
country's biggest bus and transportation conglomerates in the late 1950s.

Mr. Oliveira Jr. studied business at the Universidade do Distrito Federal (leaving school
before graduating, according to Bloomberg News) and attended the Executive
Program on Corporate Management for Brazil with the Association for Overseas
Technical Scholarships.

From 1994 to 2000, he was an officer of the Aurea group, a conglomerate his father
founded. He joined Gol as chief executive in 2001, when the company was established.

Career Highlights

Mr. Oliveira became a member of Gol's board of directors and its chief executive offi-
cer in March 2004.

He took the company public in late June 2004 with a successful IPO on the Sao Paulo
Stock Exchange and the New York Stock Exchange, capturing more than $280 million
for expansion of the airline.

GOL says by the first quarter of 2004 it held 22 percent of Brazilian market share, after
three years in operation.

This week Gol was named Exame magazine's 2004 "Company of the Year." Mr. Oliveira
was elected the Most Valuable Executive in 2001 and 2002 by the Brazilian newspaper
Valor Econémico and was also elected the Leading Executive in the logistics sector in
2003 by the readers of Gazeta Mercantil.

Source: Gol, Bloomberg News, Dow Jones Newswires.
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Featured 0&A
Continued from page 1

Brazil to move forward seriously as
much of the rest of South America has or
is doing."

Guest Comment: Mark Smith:
"What prompted it was the
petition by the International
Intellectual Property Alliance
(ITPA) to revoke GSP (Generalized
System of Preferences) benefits for
Brazil, and this was something that the

« ...this is an understandable reaction

by the US to Brazil's victory
in the WTO...””

- Tony Smith

IIPA has consistently done over the last
couple years, at least. In terms of the
implications, it particularly affects a lot
of the US automotive and machinery
manufacturers who have factories in
Brazil and who do inter-company trans-
fers between their various operations. It
does impact a wide variety of products.
There's a lot of trade there when you
think about the fact that Brazil's exports
to the US are a little upwards of $12-$13
billion per year—so it's about a fifth of
total exports to the US. It's certainly a
challenge for both governments and
should be interesting."

Board Comment: Tony Smith:
"This is all part of what a friend
of mine called 'the rich pattern
of life'. For Brazil the US agri-
cultural subsidies are a major issue. For
the US the same is true of intellectual

Copyright © 2004, Inter-American Dialogue

property rights. For both countries this
is true both economically and politically.
At the same time both countries are
stalking each other's position like a cou-
ple of boxers in the FTAA negotiations.
The US needs some leverage over Brazil
on its victory in the cotton subsidy case
before the WTO. Brazil's bureaucracy is
more a fan of the FTAA than the Lula
administration is. This gives the foreign
ministry some additional capital in
Brazil if they want to see Brazil bargain
seriously for the FTAA. If you add to this
the pressure from the congresses on both
administrations, this is an understand-
able reaction by the US to Brazil's victo-
ry in the WTO. Whether it will accom-
plish its goal, however, is problematic.”

Rubens Barbosa is former Brazilian
Ambassador to the US and President of
Rubens Barbosa & Associates.

Harley Lewin is Chairman of the
Trademarks and Global Brand Strategies
practice at Greenberg Traurig, LLP in
New York.

Mark Smith is Executive Vice President of
the US-Brazil Business Council.

Tony Smith is a member of the Advisor
board and Partner at Schmeltzer, Aptaker
& Shepard in Washington.
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