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Report Highlights:
The Federal Government announced on April 6, 2006 an emergency credit package of R$ 16.9 billion (nearly US$ 8 billion) to alleviate Brazilian farmers debt burden caused by the drought the last two growing seasons, a strong domestic currency relative to the dollar and higher production costs. Farmer’s organizations consider these measures to be insufficient, and have indicated that the current farm debt crisis requires twice the amount announced. The Minister of Agriculture has promised to announce other measures soon along with the new Agriculture and Livestock Plan for the 2006/07 growing season.
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The Federal Government announced on April 6, 2006 an emergency credit package of R$ 16.9 billion (nearly US$ 8 billion) to alleviate Brazilian farmers debt burden caused by drought the last two growing seasons, a strong domestic currency relative to the dollar and higher production costs.  This is the second year of emergency credit assistance to Brazilian farmers. Private analysts estimate that the total subsidy from the National Treasury will cost Brazilian taxpayers R$ 1.5 billion (nearly US$ 705 million). 

The measures announced fall into three basic areas: a) additional credit to support the marketing of the current year crop; b) relaxation of payment terms for last year’s investment and production loans; and, c) crop insurance. The National Monetary Council (CMN) recently approved some of these measures, while other policy measures will depend on further negotiations in the Congress.

Marketing of the current year crop (2005/06):

1. In addition to the R$ 650 million appropriated in the Federal Government Budget, the Government will make available an additional R$ 1 billion to support farm prices through the Minimum Support Price Programs (PGPM), half in April and the other half in May 2006;

Additionally, the support will involve allocation by public and private banks of R$ 5.7 billion (nearly US$ 2.7 billion) for the Federal Marketing Loan Program (EGF), by the Special Credit Line for Marketing (LEC), and other bank credit lines, at subsidized interest rates of 8.75 percent per year.

2. The Ministry of Finance will also submit to the National Monetary Council (CMN) a proposal to change financing limits, in order to expand credit availabilities by:

1) Delinking the limit for financing the marketing of the current crop from production credit limits;

2) Increasing the limit of marketing credit for producers of cotton, rice, corn, sorghum, and wheat.

Extension (rolling-over) of payments for investment and production loans:

1. Investment loans. The Ministry of Finance has submitted a proposal to the National Monetary Council to extend for 12 months farm loans due in 2006. These include loans from investment programs of the National Development Bank (BNDES) and other sources of financing to the producer. These investment loans, due in 2006, are estimated at R$ 7.2 billion (nearly US$ 3.4 billion) and have their interest rates subsidized by the National Treasury.

2. Production loans for 2005/06 crop year. The Ministry of Finance has authorized public and private banks to extend for 12 months payments due in 2006 of farm loans for production credit. In order to qualify for this extension a farmer needs to prove that he is facing difficulty in paying his debts. 

3. Farm debts already extended (rolled-over) in 2005 because of last year’s drought, and with due dates in 2006, will again be extended for an additional 12 months.

Crop Insurance

The 2006 budget forwarded to the National Congress proposes a subsidy for the premium of crop insurance of R$ 44 million.

Comments:

The Minister of Agriculture recently mentioned that the Federal Government would also propose under the new Agriculture and Livestock Plan for the 2006-07 (Oct/Sep) growing season a new set of measures, such as reduction of import duties for agricultural inputs (fertilizers, pesticides), an increase in the budget for crop insurance, and reductions of social taxes (PIS/COFINS) on agricultural operations. 

The Minister considered the rolling-over of R$7.7 billion (nearly US$ 3.6 billion) in farm loans due in 2006 as the most positive aspect of the credit emergency package.

Farmer’s leaders consider the emergency package insufficient to resolve the current problems of the agricultural sector. They estimate the total loss of Brazilian farmers, mostly grain producers, in the past two growing season to be at R$ 30 billion (US$ 14 billion).

Brazilian grain and oilseed producers have begun demanding more aggressive government policy measures to help the sector and avoid widespread bankruptcies. Producers in the states of Mato Grosso, Mato Grosso do Sul, Goias, and Parana have begun to block roads in protest and are threatening to cut back in area for the 2006/07 growing season. 

Note: the exchange rate used in this report was US$ 1.00 equals R$ 2.13
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