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Final Report on the 11th Wise Group Meeting for Strategic Economic Partnership

between Brazil and Japan
April 10, 2023

The Wise Group for Strategic Economic Partnership is a group of top business experts from Brazil and
Japan established to discuss specific issues affecting both countries from a broad perspective and
provide recommendations and proposals to officials of both governments. The Group aims at

promoting bilateral strategic economic partnership and relations; to date, it has annually held meetings

since 2007.

This year, the 11th meeting was held in Rio de Janeiro, Brazil on April 10, 2023, as the first in-person
meeting in four years. Considering the fast changing world situation, the ever-accelerating
decarbonization efforts, the rapid progress of digital transformation (DX) and artificial intelligence
(AD), the Group members discussed the ideal form of bilateral co-operation under the title of
"Collaboration for a Sustainable Future”, and expressed their opinions, suggestions, and proposals on
the following three themes: "Decarbonization - Development and Utilization of Biofuels and
Hydrogen", "Proactive Contribution to Ecosystem Maintenance and Social Development in the

Amazon Region", "New Role of Brazil for Restructuring and Diversifying Global Supply Chain".

The first theme, "Decarbonization - Development and Utilization of Biofuels and Hydrogen", is an
extension of the theme "Solution for Environment & Climate Change, Carbon Neutrality” that was

discussed at the last two meetings in 2021 and 2022.

Brazil is one of the leading countries on environmental issues: currently 85% of its electricity demand
is covered with power generated from renewable energy sources; further expansion of wind and solar
power generation is largely expected and production of green hydrogen and ammonia using these

renewable energy sources is making rapid progress.

The new Brazilian government led by President Luiz Indcio Lula da Silva, inaugurated last January,
has confirmed this leadership: measures against global warming is one of its most important policies

and strategies. Brazil will host the G20 summit in 2024 and is expecting to host the COP30 meeting

in the Amazon region in 2025.

In addition, Brazil has potential to expand the production and diversification of the use of sugarcane
as raw material for bioethanol, which has been used as automobile fuel for the last 50 years. Mention
was specifically made on the use of ethanol and its derivatives such as cellulose ethanol, biogas,

sustainable aviation fuel (SAF) and hydrogen.




Brazil is thus a major driving force for the realization of a low-carbon and decarbonized society and is
expected to contribute to the acceleration for the achievement of carbon neutrality.

Meanwhile, in Japan, both the government and the private sector are working together to build up a
decarbonized society toward 2050, under the strong leadership of Prime Minister Kishida. Japan can
contribute to maximizing Brazil’s potential for low carbonization and decarbonization, by providing
loans, investments and technologies. Capture and storage of greenhouse gas, production,
transportation, and utilization of renewable energy such as green hydrogen and ammonia - the most

promising solutions for realizing a decarbonized society - were amply considered.

Japan and Brazil, in a complementary way, can be better positioned for the mutual challenges of the
energy transition. The two countries, each with its specificity, can and should pool their economical
and technical resources applied to research and development, in order to accelerate the use of new

technologies and to promote bilateral investment as a way of guaranteeing a win-win scenario.

Japan would increase its energy supply security by ensuring competitive access to the Brazilian
products mentioned above (green hydrogen, ammonia, SAF and green steel, among others). Using the
example of the green hydrogen, it’s important to highlight that investments related to its production

chain and its uses can be reversed in the generation of jobs and income in Brazil.

At this meeting, the members confirmed that the private sectors of the two nations - Brazil amply
possessing decarbonization-related resources and Japan having technologies to make the most
effective use of these resources - can contribute to the acceleration of low carbonization and
decarbonization on a global scale, with governmental support. The members also discussed specific

‘nitiatives and measures for such contribution, and made the following suggestions, and proposals:

v Importance of initiatives from a long-term perspective considering the balance between economic
growth and stable social life, and necessity of multiple options in various industries during the

transition period

v  Further effective use of biomass, made from agricultural residues like sugarcane filter cake
(natural gas co-firing, production of nitrogen fertilizers, etc.)

v Exploration of the possibility of utilizing associated gas produced from the “pré-sal” layer:
development of infrastructure to transport associated gas inland; study on the production of blue
hydrogen and ammonia from associated gas by using Japanese technology

v Promotion of cooperation initiatives related to a sustainable and low-carbon mining and steel
industry through the presentation of collaboration opportunities available to be developed in the

short-term

v Purther promotion of wind power and solar power generation, development of green hydrogen
and ammonia production, transportation, storage, and utilization (power generation, fuel, and
fertilizer production) by using Japanese and Brazilian technologies and/or joint investment by

Japanese and Brazilian companies, etc. Japan is a great importer of hydrogen, especially from




Australia, a position that could be occupied by Brazil, which will be a great producer

v Joint research on the promotion of pd\;i}er generation for fuel cell vehicles (FCVs) using green
hydrogen and ammonia.

v Japan-Brazil joint research and development of direct-reduced ironmaking (DRI) by using green
hydrogen. Large quantity of hydrogen needs to be produced for decarbenization in iron and steel
production

v Commercialization of SAF production using sugarcane-derived bioethanol as raw material

v Transplant of ecosystems established in Brazil, such as sugarcane-derived bioethanol production
technology and flex hybrid electric vehicles (HEV) technology, to third countries (e.g., transplant
to other sugarcane-producing countries such as India and Thailand)

v Institutional financial support for projects related to decarbonization and ecosystem conservation

AN

Maximizing the use of Al and DX in decarbonization efforts

v Toencourage the powershoring, decentralization of production to countries close to consumption
centers and that offer clean, safe, cheap and abundant energy, in addition to other virtues for
attracting industrial investments, conditions presented by Brazil, that allows a combination of
environmental compliance

v Supply of Japanese funds through BNDES to enable co-investment in projects of mutual interests.

The second theme, "Proactive Contribution to Ecosystem Maintenance and Social Development in
the Amazon Region" allowed discussion on conservation of diverse ecosystems and economic
development of the Amazon region, the vast rainforest used to be a net absorber of carbon dioxide
from the atmosphere and supplier of a huge amount of oxygen into it. In recent years, due to climate
change and deforestation, the Amazon has become a net emitter of carbon dioxide and there is
scientific evidence that it can become a major source of CO2 as it approaches a tipping point — or
ecological collapse. Questions were raised about the conservation of the wide variety of ecosystems
and development of local communities in a well-balanced manner, and how the private sectors of Japan
and Brazil could co-operate with that purpose. In addition to support of the Amazonia Fund and other
finance mechanisms, as well the provision of technologies related to forest conservation, the
contribution to this region by the private sectors is also expected due to the motivation that ESG
management may increase the corporate value. In this session, the following opinions, suggestions,
and proposals were shown by members regarding the kind of collaboration and co-operation from the

private sector could be possible.

v Direct engagement of Japanese companies in supporting Amazon conservation and sustainable
development as a key element of their ESG agenda

v Promotion of bilateral agreement on carbon credits, such as the Joint Credit Mechanism, and
participation in environmental conservation activities to allow the private sector using this
mechanism

v Promotion of the Amazon sustainable bioeconomy through initiatives led by the private sector in
partnership with local governments

v Utilization of Amazon regional products in the pharmaceutical, cosmetics, sustainable rubber




\

industry and food sector. Improvement of production efficiency

Possibility of collaboration involving academic institutions on water conservation and sustainable
agro-forestry projects in the Amazon region. The Amazonia Fund - administered by the Brazilian
National Bank for Economic and Social Development (BNDES) — attracts resources, donations to
be invested into the preservation and surveillance of the Amazon forest. Norway and Germany
are donors to the Fund. According to the forest role in climate balancing, it was hinted that other
developed countries - USA and Japan - could also be contributors to the Fund. There are also
other financial mechanisms that could be supported by the Japanese government that could
support conservation and sustainable development agendas in the Amazon.

Further development of the programs which have been implemented by JICA

Increase the partnership in diversified and innovative projects, in addition to the Amazon Fund,
such as Floresta Viva and Blended Finance, initiatives aimed at implementing ecological
restoration projects with native species and agroforestry systems in Brazilian biomes. Possibility
of further applicaition of the Green Coalition project between financial institutions and
international and multilateral organizations for application in solutions that ensure economic
alternatives for local populations.

Possible partnership between Japan and the Amazon Biotechnology Center (CBA), which is in
the process of being reformulated, led by the consortium that brings together the Fundagio
Universitas de Estudos Amazénicos (FUEA), together with the University of the State of
Amazonas (UEA) and the Technological Research Institute of Sao Paulo (IPT-SP) and which will

be a vector for attracting new investments in Brazil

The final theme, "New Role of Brazil for Restructuring and Diversifying Global Supply Chain", led to

discussions on Brazil’s potential as a supply source and export base of various industrial products. It

led to further discussions on what measure should investment and technologies from Japan contribute

to this purpose. Confronting the Russia-Ukraine issue and US-China relations, western countries are

seriously recognizing the need to review current supply chains, strengthen and diversify them to put

up with the new world order.

President Lula new government has pointed reindustrialization of Brazil as one of its economic growth

mechanisms. The Group has then discussed what is needed to enable Brazil to offer more competitive

and value-added products to the global supply-chain.

v Attention was given to present “reshoring”, “friendshoring” as basis for new industrial production.

Brazil and Japan association to explore traditional markets was amply considered.

Need to improve Brazilian business environment, expansion of export financing and incentives to
attract foreign investment toward reindustrialization were discussed. The aim is reducing the so-
called “Brazil Cost”.

Early conclusion of Japan-Mercosur EPA was proposed; for such, a wide revision of the Brazilian
domestic system such as tax reform, development of logistics infrastructure etc were all examined
Discussions have considered the importance of Brazil’s participation in APEP (Partnership for

the Americas for Economic Prosperity) and the efforts to improve industrial competitiveness and




strengthening supply chain resilience in' the entire Americas region.
v Efforts to improve the productivity of Brazilian SMEs by utilizing production methods, Al, and
robots established by Japanese companies were subjects of discussions as well.

v Need to strengthen economic and business ties between Brazilian and Japanese companies operating
in both countries, increasing Japanese direct foreign investment (FDI) in Brazil and Brazilian FDI in
Japan.

v Necessity to build up strong food supply chain that can contribute to increase of export from Brazil
and diversification of supply sources of food for Japan.

v Brazilian government schedules to suspend the exemption of visa for Japanese citizens who visit Brazil
for short period of time for purpose of business and tourism from October 01, 2023, which may give a
negative impact in communication and business development between private sectors of both nations.
The Wise Group strongly requests Japanese Government to apply the exemption of visa for Brazilian

citizens and Brazilian Government to continue its exemption of visa for Japanese citizens.

In a reference to the format of the annual meetings of the Group, it was proposed that along the year
exchange of ideas should be frequent so as to create more subjects of discussion. These exchanges
should be held and coordinated on a technical level, not by top executives. Each side is considering
nominating one official to communicate or meet every three months, so as to follow up the
development of what has been discussed. The governments of Brazil and Japan were requested to
support the business environment and strengthen trade chain between the two countries in order to
facilitate the implementation of industrial and commercial initiatives; the early conclusion of Japan-

Mercosur EPA was repeatedly mentioned.

Brazilian and Japanese members agreed that the subjects discussed at this 11" meeting of the Wise
Group will soundly contribute to implementing energy transition strategies, promoting sustainability

in Amazdnia and strengthening the global value chain.

Japan Chair Brazilian Chair

Akio Mimura Eduardo Eugenio Gouvéa Vieira
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