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Brazil's Rising Star

Pat Farrey

The Chinese packaging market is projected to surpass the
U.S. packaging market volume by 2015. With the attention this
news has attracted, packaging manufacturers may be over-
looking equally attractive opportunities in another BRIC country, Brazil.

A 60 Minutes story in January (http.//bit.ly/gAy5kf) confirms the
potential of this rising market. Noting that Brazil was the last market to
be affected by the recent economic crisis and the first to successfully
emerge, U.S. companies should consider the opportunities to export to,
start new businesses in, or partner with Brazil's market of nearly 200
million people.

"Brazil's production of packaging grew at an astonishing 16.3%
in the first half of 2010 and will likely close the year with cumulative
growth of about 10%,” according to Salomao Quadros, Coordinator of
Economic Analyses of Fundacao Getulio Vargas, an economic statistics
research center. This growth creates a Brazilian packaging industry
valued at $23.9 billion in 2010,

sustainability issue across the entire value chain, from the product to
the final consumer.

consider the retail chain Grupo Pao de Aclcar, which has about 15%
of market share in Brazil. They were the first to operate a “green” distri-
bution center and a “green” store model in the country. With these ini-
tiatives they have reduced by 38% their consumption of energy, by 27%
their consumption of water and send only 7% of its garbage to landfills.
The company also heads the first private recycling program in Brazil, in
partnership with Unilever; it operates today two hundred collection cen-
ters in the state of Sdo Paulo. The program is responsible for collecting
the equivalent of 20% of all the material collected in Sao Paulo, which
results in more than 39 thousand tons of recycled materials.

According to a recent Nielsen research, the model of Pao de Agucar's
stores is one of the macro trends that will most influence Brazilian retail
in the future. Beyond sustainability, other positive trends to consider, and
to capitalize upon, in the Brazilian

reports the Brazilian Packaging ‘
Association (ABRE).

While the Brazilian market has
long been self-sufficient, with rich
natural resources and growing
manufacturing operations, recent

Brazil's production of packaging grew
at an astonishing 16.3% in the first half of 2010
and will likely close the year with cumulative
growth of about 10%.

market are the increased corpo-
rate appetite for acquisitions, the
growing number of retail stores,
geographic expansion, and multi-
channel retail strategy. In the lat-
‘ ter, the cash & carry format has

trends indicate a significant shift.
According to Mauricio Groke, President of ABRE, there have been
dramatic changes in both packaging imports and exports. Brazil's
packaging exports grew at almost 16% in 2010 ($185 million), while
imports grew almost 57%, reaching about $320 million. Flexible packag-
ing (mostly films) represents the highest percent of both imports and
exports, while metal packaging remained the most imported Brazilian
packaging material.

Brazilian growth industries for packaging include beverages (+16%),
pharmaceuticals (+9.3%) and foods (+5.3%). And in the food category,
fruit juices have experienced 20.61% growth, followed by sugar with
15.49%, pet food with 11.22%, preserves and sauces with 8.05% and
milk and dairies with 7.02%. Among other packaging users, agricultural
chemicals registered an increase of 37% in the first half of 2010, fol-
lowed by inks and varnishes with 26.5% growth.

To be successful in Brazi—and of course in any other market
around the world—one must understand the local reality and closely
follow the current trends. The most important packaging event in Brazil,
the Brazilian Packaging Congress, held in late 2010, unveiled a new
reality to national and international companies that want to succeed in
this market: every product and market strategy must be aligned to the

special prominence, and in all of
them a well-planned packaging strategy is required.

In terms of business opportunities, an understanding of Brazilian cul-
tural trends is the best way to expand business beyond the US frontier. In
practical terms, more packaging (and of course machinery, equipment,
etc.) will be needed to develop new categories of products to meet the
increasing demand of Brazil's new consumers and their purchasing
power, including greater demand for better package functionality and
convenience, healthier products and more luxury, “indulgent” product
experiences. Sophistication, newness and innovation, driven largely by
packaging improvements, have new-found consumer demand.

A report in the February 12th Wall Street Journal noted that Brazil
was the 16th largest export market for U.S. product in 1990. By 2000,
Brazil moved to #13, and #8 in 2010, making Brazil second only to China
in export growth.

Most, if not all, of the new demands of the emerging Brazilian
market are trends U.S. companies have been experiencing for years.
Our experience, and the products and strategies now well-developed,
are easily exportable. Coupled with a strong, stable economy, growing
consumer demand and untapped potential, Brazil may well be the next
great partner for U.S. expansion.
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