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Potential positive impacts should be smaller than in 2018...

® The 2018-2020 trade war benefited Brazil by boosting foreign trade, increasing exports and expanding its market share in places like China, as
the country retaliated against US tariffs.

" However, in a potential second trade war, the room for new gains seems more limited. Regarding the main commodities exported by Brazil:

® Approximately 70% of Chinese soybean imports already come from Brazil.
. . . Total Chinese market (2022)\
® Only about 45% of Chinese cornimports come from Brazil, and 30% Chinese imports of commodities

fromthe US, but strong production and elevated domestic stocks in China could
lead to lower overallimports. Product Share in Chinese imports ~ USD bn
® Regardingiron ore, Australia (60%) is the the major supplier, followed by Brazil (20%).
. . . Crude oil 13.3% 287.0
® Asfor steel, Brazil supplies about 10% of the steelimported by the US . | .
) ) . ron ore 4.8% 103.0
Canada and Europe (both with 20-25%) are the main suppliers. Natural gas 3.4, .
China has alow market share (<5%). However, the US accounts for J ' 0° '
about 50% of Brazil's steel exports, and this fact restricts further gains. Gold 3.1% 67.6
. Soybeans 2.5% 54.0
® Crude oilis apparently more decoupled from a trade war, Copper ore 0 39, 50 5
although the commodity is influenced by other geopolitical issues. Around 45% of Maze 0'30/ 6 é

Brazilian crude exports head to China, compared to 11% to the US.
Source: OEC, Itau

¥ Thus, in terms of commodities exported by Brazil, the US currently has a relatively small share in Chinese imports (excluding corn and
soybeans). Therefore, possible retaliation measures should target other items, as in the recent ban on exports of critical minerals to the US
(marketsin which Brazil's participationis limited).
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https://www.reuters.com/markets/commodities/china-bans-exports-gallium-germanium-antimony-us-2024-12-03/

Highlights

...but the negative impacts could be greater this time

" According torecent statements by President Trump and his advisors, higher tariffs on Brazilian products are also a possibility. In 2019,
Trump accused Brazil and other countries of “manipulating” the exchange rate so that a weaker currency would encourage exports. Back
then, the exchange rate was at 4.00 reais per US dollar.

®  Trump has mentioned a possible “universal” tariff of 10%. Moreover, Kevin Hassett, Director of the National Economic Councilof the Trump
administration, suggested that US foreign policy could adhere to the principle of “matching” tariffs between countries (Reciprocal Tariff
Act). Brazilimposes an average tariff of 11.2% on products imported from the US, while the US applies an average tariff of 1.5% on Brazilian
goods.

® Considering the composition of Brazilian exports to the US, industries such as steelmaking (steel was recently mentioned and was targeted
by US tariffsin 2018, but after negotiations, these were converted into import quotas, and subsequently reduced in 2020), fuels and aviation
could suffer greaterimpacts. Other items —including food (meat, coffee etc.)—could also be impacted, but probably at a later stage, given
the potentialimpact on consumer inflationin the US and the fact that there are fewer substuition alternatives.

® Chinamay aim to purchase more US agricultural productsin hopes of securing an agreement to avert higher tariffs. If that is indeed the
case, the positive impacts for Brazilian exports of commodities could be even lower.

In all, the current context suggests a downwardly asymmetric balance of risks for Brazil, as upside risks seem smaller than in 2018 and the
risk of new tariffs on Brazilian exportsis on the rise.
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Overview of Brazilian trade: Main products and destinations; trade with the US
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US elections and the impact on international trade

“ Brazilian trade flows increased between 2018 and 2020, while flows in the rest of the world receded. Compared to countries like
China, few tariffs were applied to Brazil (only quotas were imposed on steel, for example).

® Recentindicators of trade uncertainty and statements by President Trump and his team suggest that a “new trade war” could start

this year.
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Soybeans: Chinais already the main destination of Brazilian exports

® A major substitution in soybean trade took place in 2018-20, with Brazil advancing and the US receding by nearly the same magnitude.
® Thereis room for market share gains, as the US share has rebounded in recent years. However, such advances are likely to be smaller
this time because Brazil already supplies approximately 70% of soybeans purchased by China.
® Onthe other hand, a potential agreement under which China buys more agricultural products from the US to avert tariffs could cause
some impact, but the US can only meet about half of Chinese demand at the moment, limiting the impact on Brazil.
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Corn: potential growth restricted by strong production and high inventories in China

" Thetrade war impact on corn was delayed by a few years: exports were approved in 2022 and Brazilian sales to China started later.

® From Brazil's standpoint, there is room for China to increase its share of exports; however, expectations of a strong crop and high
domestic inventories indicate that the Chinese need for imports will remain close to zero.

Origin of Chinese cornimports Corn production, imports and stocks in China
100% 350
300 Mm ton Tradewer =~~~ _ .
90% 250
200 ...... ]
80% 150
70% 100
’ 50
60% o —a—s——a—a——a—a—0 S — LT
N > » &) © A ® Q) Q N o) ™ \»)
ST LS R R N T S S AR QR ) Sy

50%

Final stock Domestic production Imports
40%

30% Destination of Brazilian corn exports

20%

0,
10% United States

Brazil
0% .
-— N ™ < To} © ~ 0 o o — N %) Vietnam, 11.4%
~ ~ ~ ~ ~ ~ ~ ~ ~ AN AN AN AN
S & 8 8 8 8 88 8 8 8 8 & §

Marrocos,
Taiwan : 3.6%
South Korea, (Form...
6.8% 5.6%

Source: USDA, World Bank, MDIC, Itau



Steel: room for gains seems limited, given China's low share in US imports and the
large share of the US in Brazilian exports

® Although China supplies a small share of steelimports by the US, tariffs have been imposed on Europe, Mexico and Canada (the
latter two within the context of negotiations under USCMA, which replaced NAFTA).

" We see limited room for Brazilian steel to expand its market share, given that approximately 80% of Brazilian exports are already

bound for the US.
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Crude oil: trade war seems to have had little impact on Brazilian exports

®  Chinaimports crude mainly from the Middle East (Saudi Arabia, Iran and Oman), Africa and Russia; Brazil’s share is small.

® The volume imported by the US has already decreased in recent years, mainly due to strong growth in domestic production

(particularly shale oil).
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Iron ore: dynamics seems decoupled from US vs. Chinaissue

® Australia and Brazil are the main suppliers of iron ore to China. There are no US exports to China, so there is no chance of
retaliation based on this input.
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Tariffs: which industries would be most affected?

® Trump has said that his basic foreign policy will be to “match” tariffs charged on US products. If this is the case on a sector-by-sector
basis, virtually all items will be affected. Manufactured goods and machinery would get the largest increases.

® Onthe other hand, if Trump adopts a universal 10% tariff on imported products, commodity and fuel industries would see the largest
increases.
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Another perspective: US surplus with Brazil could divert focus to other countries

" The US has significant trade deficits with countries such as China, Mexico and Vietnam, which could be the first “targets” of
tariffs. The US has a small trade surplus with Brazil, suggesting lower propensity to implement such policies.

® Furthermore, the composition of Brazilian exports—heavy on basic products like oil and food—could serve as a positive
distinction. If adopted, the tariffs should initially target industries such as steel and aviation.
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To access our reports and forecast visit our website:
https://www.itau.com.br/itaubba-pt/macroeconomic-analysis

Relevant Information

1. This report has been prepared and released by the Macro Research Department of Itai Unibanco S.A. (“ltad Unibanco”). This report is not a product of the Equity
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