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Final Report on the 12th Wise Group Meeting for Strategic Economic Partnership

between Brazil and Japan
April 10, 2024

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 12th meeting was held in Tokyo, Japan on April 10, 2024. Considering the current circumstances
around us, such as heightened geopolitical tensions, economic instability, progress in low-carbon and
decarbonization efforts, and rapid development of Artificial Intelligence (AI) and Digital Transformation (DX),
the Group members discussed the ideal form of bilateral co-operation between two nations, and expressed their
opinions, suggestions and proposals on the following four themes; “Cooperation for Decarbonization”,
“Economic Security - Resilience of Supply Chain, Neo Industrialization, Food Security.”, “Opportunities to be

created by Digitalization and AT” and “Priorities in 2024".

The first theme, "Cooperation for Decarbonization," was discussed at the past three meetings, and it was also

taken up at this meeting because of its importance.

At last year's meeting, it was confirmed that Brazil, which is making strong progress in the use of renewable
energy, with 85% of its energy matrix coming from renewable sources (mainly sugarcane, hydroelectric, solar
and wind). The country has abundant potential for further expansion. On the other hand, Japan, which has
advanced technologies related to low carbon and decarbonization, have a complementary relationship to solve
common challenges to energy transition for the hard-to-abate sectors such as transportation and steel production.
It was concluded that it is important to promote concrete projects through cooperation in various fields such as

bioethanol, biofuels, sustainable aviation fuel (SAF), green hydrogen, ammonia and biochemicals.

Based on the conclusions of the last meeting, the participants reviewed what kind of initiatives had been
promoted under the cooperation between Japan and Brazil over the past year and what kind of technological
development has occurred, and discussed what should be done in the future and what should be focused on

based on the review.

Over the past years, Brazil has made accelerated progress towards decarbonization, including addressing the
issue in the new Brazilian industry policy. While various measures and possibilities are being considered, such
as the production and development of biofuels and biogas using biomass derived from agriculture and forests,
the further expansion of renewable energy production such as solar and wind power, and the development of
green hydrogen, the specific joint investments and projects by Brazilian and Japanese companies have been also

progressing.

There is no doubt that joint development in clean energy by combination of the advanced and diverse
technological capabilities and renewable energy potential of Brazil and Japan will generate mutual benefits for
both parties. In addition, sustainable urban development is a critical issue in today's urbanizing society, and

Japan and Brazil can learn from each other in urban planning and energy efficiency improvement. Furthermore,



Brazil is a country with vast farmland and forests which means there is enormous potential for the development

of sustainable agriculture and forestry. On the other hand, Japan has highly sophisticated agricultural technology

and forest management expertise. The combination of these advantages can promote sustainable agriculture and

forestry in Brazil.

As the Wise Group, we hope that both Japanese and Brazilian business communities will further strengthen and

develop the possibility of cooperation, and in the meeting this year, the following opinions and proposals were

made by each member.

v

Acceleration of joint development between Japanese and Brazilian companies related to biofuels, biogas
and Sustainable aviation fuel (SAF).

Further development of hydrogen-reduced iron technology and continued verification for its practical
application.

Strengthening and expanding the cooperation between Japanese and Brazilian companies regarding the use
of cold agglomerates, as briquettes, aiming to promote the decarbonization of the steel industry.
Strengthening new initiatives in the mobility industry, such as the promotion of the Hybrid Flexible Fuel
Vehicles (HFFVs) and the expansion of Plug-in hybrid electric vehicles (PHEVSs), not only considering the
Brazilian domestic market but also export to third countries. Contribution to the reduction of CO2
emissions by improving the efficiency of truck transportation.

Joint effort by Japan and Brazil to recognize and promote sugarcane ethanol as an available, competitive
and immediate decarbonization tool for lower carbon societies, considering its application in Direct
Blending with gasoline, and as feedstock for the production of such as SAF, Hydrogen, Bio Bunker, and
Bio Chemicals. Notably, sugarcane ethanol production utilizes only 1.35% of Brazilian agricultural
territory, offering significant potential for expansion without deforestation, while being extremely efficient
in terms of energy generation per unit of area.

An example of bilateral collaboration with mutual benefits is the promotion of a “Book and Claim”
mechanism between Brazil and Japan, incentivizing the production of biofuels, while saving logistics costs
and carbon emissions in transportation.

Expansion of financial support for renewable energy and energy conservation for decarbonization. A
strategic partnership between Brazil and Japan's development banks has the potential to unlock investments
and accelerate biofuels technology and production. This collaboration leverages each nation's strengths,
fostering economic growth and clean energy objectives.

Joint initiatives in areas such as project financing, technology transfer, and research and development can
unlock the full potential of this collaboration and drive sustainable development in both countries.
Technological development related to green aluminum.

Commercialization of blue hydrogen production using the Brazilian natural gas potential and carbon
capture, utilization, and storage (CCU).

Offshore wind power generation.

Development of next-generation vessels.

Support to the residents in Amazon region, such as improvement in transportation of both land and river
and implementation of educational program, which may contribute to reduction of illegal deforestation.

Possibility of Japan’s contribution to agricultural sector in terms of agrochemical and agriculture materials.

The second theme, Economic Security - Resilience of Supply Chain, Neo Industrialization, Food Security”



focuses on how Japan and Brazil can cooperate and contribute to solution of various issues related to economic
security in the circumstances that the geopolitical tensions have been rising in many parts of the world. The
current scenario presents challenges, such as supply chain resilience and diversification, ensuring stable supply
of critical products, management for sensitive technologies and stable procurement of basic daily necessities
including energy and food, as well as the proposition of restrengthening the competitiveness of the

manufacturing industry in Brazil, which is being tackled by the Brazilian government administration.

From the perspective of economic security, Brazil and Japan play an important role. First, Brazil is rich in
natural resources, and it is especially important as a supplier of mineral resources such as iron ore and bauxite,
as well as energy such as oil and natural gas. Next, as one of the world's largest agricultural producers, especially
as producer of grains and livestock such as soybeans and meat, Brazil contributes to global food security by its
stable supply of products. Furthermore, as one of the emerging economies, various growth industries are
expected to grow further, especially automobile industry, and aerospace industry, and their economic growth
will lead to the stability of the world economy. In this sense, Brazil is also greatly involved in the security of

the international community.

Brazil's abundant natural resources, especially iron ore and its steel products (DRI - direct reduced iron and HBI
- Hot briquetted iron) play a key role in Japanese industry. Japan will be able to receive a stable supply of
resources and food through cooperation with Brazil. By providing products and services to the Brazilian market,
which has a population of more than two hundred million people and continues to grow economically, Japan
can find new sales and business opportunities there. In addition, through technology exchanges, joint research
programs between the two nations in the manufacturing industry and advanced technology fields, more

technological development and industrial innovation can be realized while mutually growing.

Not only in the field of decarbonization, but also from the perspective of economic security, Japan and Brazil
are in an advantageous position to complement each other. In addition, to the same sense of value shared by
both countries, there is also a special relationship of affinity and trust that has been built by the Nikkei
community in Brazil. In terms of dependence in the supply chain of sensitive goods and basic daily goods, the
large geographical distance is challenging. However, this special relationship between the two societies is
unique and not found in any other bilateral relationships between Japan and other countries. It is important to

work closely with an emphasis on its advantages.

At the Wise Group meeting this year, the following opinions and proposals were presented regarding what kind
of efforts should be made by two countries with the background of such mutual complementarity and special

relationship.

v" Importance of efforts to diversify supply chains in Brazil and Japan through the use of technology.

v" Importance of joint business development in the field of critical minerals.

v" Cooperation in the development of storage batteries, which are indispensable for electrification and
digitalization in the future and for maintaining the infrastructure of society, such as the electrification of
mobility and the balance adjustment of the supply and demand of electricity that enables the renewable
energy to be the main power source.

v" Collaboration on highly specialized human resources between two countries in order to foster productivity

with background of the Nikkei community.



v" Deepening partnerships between Japanese and Brazilian companies in order to promote Japanese
investment in industrial complexes (Mega Hubs) in Brazil to produce low carbon footprint products to the
steelmaking industry, fostering Brazil’s neo industrialization. Initiatives that recognize the importance of
"Technology and Innovation", which are the two comerstones of Neo Industrialization in Brazil.

v" Improving agricultural productivity using Al in Brazil as a food supply base.

v" Financial support for the automotive sector.

v" Importance of improvement of productivity throughout supply chain, as well as its resilience and
diversification.

v" Cooperation between Brazil and Japan to implement data centers mega hubs in Brazil, considering that the

country will have a surplus of energy in the forthcoming years.

The third theme, “Opportunities to be created by Digitalization and AI” explores the possibility of collaboration

and cooperation between the two countries on the subject.

Japan is developing advanced technologies in various fields such as Al robotics, and automated control systems.
Brazil, on the other hand, has particularly good technology in the fields of biofuels, agricultural technology. It
is possible for two countries to complement each other by combining their strengths and conducting joint

research and technological development.

In addition, a wealth of data that both nations have can be largely used for improvement of productivity and
increase of profitability. For example, in the agricultural sector, data collected on vast farmlands in Brazil is
valuable. By combining these data with Japan's advanced technology, it is possible to pursue efficient
agricultural production. This approach of collaboration between both nations using big data can be applied to

other fields such as digital healthcare and smart cities.

Japan and Brazil have various incubation programs to support the development of new businesses and
technologies. The two countries can work together to promote exchanges between startups and innovators,
creating new business and investment opportunities. Both have prominent levels of higher education and rich
research results. The Universities and research institutes in both countries can collaborate to promote exchanges
between students and researchers, thereby enabling the sharing of new knowledge and skills. In the fields of
digitalization and AI particularly, where human resource development and technical skill improvement are
required, joint research and development of educational programs play a significant role, so it is important for

the business community to consider supporting these research and programs.

Japan and Brazil each have their own technologies and large economic powers, so collaboration and cooperation
in digitalization and Al have immense potential. While it is expected that the strengths of both countries will be
fused together and mutually developed through joint projects and exchanges, the following efforts, and the need

to solve problems were pointed out at the Wise Group.

v" Brazil's diverse flora and the potential of drug discovery business in Brazil using AL

v' Utilization of Al in healthcare field.

v' Digital and Inclusive Cities: promote the use of digital technologies in cities in order to improve their
services to the most vulnerable population, as well as their climate adaptation capacity. For example, the

application of digital technologies for weather forecast and resident protection in urban areas.



v" Contributing to the improvement of production efficiency in the important industries in Brazil through the
dissemination of failure prediction systems using big data.

v" Digitalization and the use of Al in agriculture, mining and related industries.
Collaboration between both governments and private sectors about needs and concemns on Al to develop
conscious and engaged legislation. The objective is that activities related to artificial intelligence are
carried out in favor of the evolution of societies and not in a way that is harmful to people and companies.

v" Create partnerships between Brazilian institutions and Japanese companies for education and qualification
with the aim of promoting the training of workforce related to AL

v" Promotion of various initiatives to improve customer satisfaction through the development of connected
services, and discovery and development of human resources that can promote connected services and
applications which meet the specific needs of Brazil, based on hardware originating in Japan.

v" Financial support for implementation of communication network with high quality.

v" Necessity to discuss ethics in development and use of Al

The final "Priorities for 2024" aims to reiterate what the business and industrial sectors should do and what they
should appeal as a means to deepen economic cooperation between Japan and Brazil this year, when the G20

Summit will be held in Rio de Janeiro in November.

For many years since its foundation, the Wise Group has been appealing to the governments of both nations for
the early conclusion of an Economic Partnership Agreement (EPA) between Japan and Mercosur. The
conclusion of the EPA will further invigorate trade between Japan and Mercosur. By improving and integrating
the investment environment, such as reviewing regulations on investment by foreign capital and formulating
rules for dispute settlement, the companies in Japan and the Mercosur region may increase their investments in
partner countries and regions. In addition, the increase in trade and investment will promote economic growth
in both regions and generating benefits such as job creation and technology transfer. Furthermore, if visa,
residence, and work requirements are facilitated, the flow of people between Japan and Mercosur will increase,
and cultural exchange and labor sharing will be promoted. It may bring and deepen mutual understanding and

cooperation in fields such as tourism, education, and research.

In this way, the conclusion of the EPA will not only promote trade and investment between the Japan and
Mercosur region but will also lead to cultural and personnel exchanges and economic growth on both sides and

may contribute to the construction of a free and fair intemational economic order.

Mercosur is one of the few regions with which Japan has not signed an EPA or FTA. Including the newly joined
Bolivia, the total population of Mercosur member countries exceeds 280 million, which means Mercosur is a
large economic zone with such a substantial population. EPA may facilitate Brazilian companies to have better
access to Japanese market. Nevertheless, we are aware that negotiations among Mercosur and other countries
are undergoing. It is important to prioritize negotiations between Mercosur and Japan, so that Japanese products
exported to Mercosur region and Japan companies investing in the region may not lose their competitiveness
compared to other countries and regions which have already concluded EPAs or FTAs. For Brazil and Japan,

the EPA with Mercosur is an urgent issue.

There are, of course, some controversies in concluding an EPA with Japan and Mercosur. Among those, the

challenges to overcome are the concerns from Japanese agricultural sector and livestock industry about the



impact of highly competitive agricultural and livestock products from the region, and the reaction of Brazilian
manufacturers to the influx of industrial products from Japan into the region. These issues need to be resolved
as soon as possible by striving to foster dialogue and understanding for the proper evaluation of the effects and
efficacy of EPAs.

In the next seven months toward the G20 Summit to be held in Rio de Janeiro in November this year, there will
be many opportunities for mutual visits and dialogue between the leaders of Japanese and Brazilian governments.
In these circumstances, the Wise Group strongly requests both governments to start official discussions and
dialogue toward the implementation of the Japan-Mercosur Economic Partnership Agreement (EPA). Especially,
on Brazilian side, the Wise Group members will make an effort to motivate Brazilian govemment to adopt

Japan-Mercosur agreement.

As the Wise Group, we hereby report the results of this discussion to the leaders of the governments of the two
nations, and then aim to create and expand specific initiatives and projects in cooperation with the government,
and business communities to realize our proposals and recommendations. We will continue to contribute to the

development of the economies of both countries.
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