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Free trade with Mexico knocks on the door
Except for some route changes, the free trade in the automotive sector will become reality in the bilateral relations of
Brazil and Mexico from next month. The current trade agreement that the countries maintain for the automotive trade,
with quotas for both chains, ends on March 19 and the commercial trade of vehicles exempt from import tax will start
to be in force the following day...
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Foreign trade

Free trade with Mexico
knocks on the door
Bruno de Oliveira | bruno@autodata.com.br

S

ao Paulo - Except for some route changes, the free trade in the automotive sector will become
reality in the bilateral relations of Brazil and Mexico from next month. The current trade
agreement that the countries maintain for the automotive trade, with quotas for both chains, ends
on March 19 and the commercial trade of vehicles exempt from import tax will start to be in force
the following day.
Industry sources argue that the new scenario in the commercial relationship between the
countries, at the moment, would show the Brazilian competitiveness deficiencies. A big concern is
the attraction of investments: with Mexico being able to supply the main market in South America
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with tax-free vehicles, there is the fear of redirecting the contributions destined to new vehicles of
the companies, all global, to the commercial partner of the North American continent because it is
more competitive in the eyes of the headquarters.
Antonio Megale, president of Anfavea, said last week that the entity would coordinate with the
government to extend the current agreement with a higher quota, to allow that more vehicles are
exported to Mexico, so that the surplus could help automakers compensate the volume loss in
exports to Argentina, in crisis:
“A higher quota would be ideal for our industry, in order to help companies to have a bigger
market to act before the decrease of shipments to the Argentine market. Opening the Brazilian
market today could bring challenges to our industry in terms of competitiveness”.
For the entity that represents the vehicle manufacturers, the ideal would be that Brazil negotiate
with the Mexican government an annual quota, higher than the US$ 1.6 billion established by
the current trade agreement. The highest possible quota, according to Megale, would be the main
challenge in this issue that should mobilize industry and ministries in Brasilia the next days, since
“there couldn’t be an imbalance regarding the landing of Mexican vehicles.”
However, there are other challenges besides the one pointed out by the president of
Anfavea. According to the executive heard by AutoData, industry and government have
not yet sat down to discuss the future of exports to Mexico - the new economic team has
an agenda aligned with the opening of the Brazilian national market in several sectors and,
therefore, there is fear inside the industry for the possibility to exist expressive volume of
imported vehicles in Brazil: “The free trade, now, would show the world all our deficiencies
from the inside out.”
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Foreign trade

Industry, overall, according to the source, agrees to a more flexible scenario with regard to imports,
but time is needed for adaptation: “It is not the maturation time of Rota 2030 to modernize the
lines. It is a shorter time, the time for the reforms that the government promised, of improvements
in Brazil’s port infrastructure. We need to be as competitive as Mexico or even more so that the
national industry continues to be relevant from the attraction of new investments point of view”.
There is a clause in the agreement which will end in March stablishing that, in the free trade
situation, the amount of Brazilian content in the vehicles involved in the commercial chain
increases from 35% to 40%. That is seen as something to be respected by the countries in the
future scenario, told the source: “It has been heard that the rule of origin in the agreement could
be negotiated by the countries, and we hope that it will be respected. Otherwise, there could be
problems in the supply chain”.
The Mexican automotive sector has been through difficulties in domestic sales due to the
exchange rate and credit shortages. Production lines have been occupied in recent years by the
demands with regard to exports – and not just for long-standing regional partners, such as the
United States and Canada, but for other regions, such as Brazil and European countries.
According to data by Amia, the association that represents the automakers of Mexico, sales in the
year-accumulated decreased 7% in comparison with the volume sold in 2017, reaching 1 million
421 units. Exports grew 6% on the same basis of comparison, reaching a volume of 3 million 449
thousand 201 units shipped. Production was of 3 million 908 thousand 139 vehicles, practically
the same volume of 2017 – 0.6% less.
Mexico accounted for 12% of Brazilian vehicle exports last year, while exports to Brazil represent
2.3% of the total sold by the manufacturers installed in North America in 2017.
The best-selling model on the Mexican market last year was the Nissan Versa. In the light
commercial segment, a pickup truck of the company, the Nissan MP300, is the best-selling vehicle,
followed by models also produced in Brazil, such as the Nissan Kicks and Honda CR-V.
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Automaker

Volvo hires and invests
in Curitiba
André Barros | andrebarros@autodata.com.br

Disclosure.

S

ao Paulo - Volvo hired three hundred employees and extended to R$ 250 million the
investment in the plant in Curitiba, PR, expecting a significant new growth in sales of light
and heavy trucks. The amount adds up to the R$ 1 billion cycle for the period 2017-2019, now
extended to the end of 2020.
New employee hirings began earlier last month, according to Wilson Lirmann, president of Volvo
Group for Latin America. With them, the second shift of trucks will be expanded and the unit will
go back to the pre-crisis employment level, with 3,7 thousand employees.
All new employees will work on the truck lines - Lirmann estimates a 30% expansion in sales
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of PBT models above 16 tons this year, to about 65 thousand units. Most part of the additional
investment also has the truck operation as destination: “It will be applied in the development of
new models, a share of it is going to Volvo Bus and another to CE [construction equipment]. In the
factories, for the time being, no new investments are needed”.
The Volvo Group’s Latin America division closed last year at a profit. In Brazil alone, truck sales
increased 79% to 10 thousand 642 units. The results were also good in Peru, with 1 thousand 215
trucks delivered in Chile, 1 thousand 60 units sold, and in Argentina, which, despite the decline
due to the economic crisis, closed the year with 1 thousand 122 trucks traded.
But the Brazilian market went ever further: if in 2017 28% of Curitiba’s production was in the
Brazilian market, that share rose to 55% last year: “At the beginning of last year we projected
a 30% increase in sales. They grew 79%, which generated a whole adaptation process in the
productive chain. It was well managed and we were able to deliver that volume, which left us in
second position in the market above 16 tons”.
Heavy bus sales increased 114% in Brazil, to three hundred units. 908 chassis were sold in the
region, a stable volume compared to 2017. Fabiano Todeschini, president of Volvo Buses for Latin
America, estimates a new growth of 20% in the Brazilian market in 2019. “And Transantiago, in
Chile, has positive prospects for new demands”.
This year, Volvo completes 40 years since the first bus chassis production in Curitiba. The trucks
entered the lines in 1980, one year later.
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FCA trusts Brazil
André Barros | andrebarros@autodata.com.br

S

ao Paulo - The first movements of the new
government reinforced the trust that FCA,
Fiat Chrysler Automobiles, has in the future of
the Brazilian vehicle market. In a conversation
with reporters on Friday, 8, its president
for Latin America, Antonio Filosa, reported
that the global CEO Mike Manley sees great
opportunities in the country and, in his opinion,
it is on course to improve its competitiveness.
“The speeches of the economic team set
the tone that they will work to generate

the necessary competitiveness to make the
Brazilian industry strong on the international
scenario. That sounds like music to us”,
Filosa said. “More than measures, such as
the Brazilian Social Welfare Reform, indicate
positive paths such as privatizations in the area
of infrastructure and a tax reorganization.”
According to Filosa, a Renegade produced in
Pernambuco cost 30% to 35% more than a
model produced in a factory installed in Europe
or Asia, “and the car is the same, with the same

Photo: Rafael Cusato.

2.11 to 2.16.2019

8

processes and parts”. Infrastructure bottlenecks,
logistical costs and taxes were some of the
factors mentioned by the president to justify
that higher cost, although having stressed the
quality of Brazil’s workforce and the training of
Brazilian engineers.
Still, Brazil was the great responsible for FCA’s
€ 359 million EBIT profit in Latin America
last year, which contributed to the positive
global record of € 7,3 billion, a 34% increase
over 2017. Vehicle sales of the company to
the Brazilian market advanced 14%, to 434
thousand units - the growth reached 10%
in the whole region, accounting for 566
thousand vehicles: “Performance here has
helped to compensate for the sales drop in
Argentina”.
For Filosa, the strategic vision of the company
that, with Jeep, bet on the SUV segment, which
is growing the most in the Brazilian market, and
offers good pickup truck options with Fiat, also
with positive performance, helps explain the
profit in the region.
For 2019, the president projects new sales
growth in Brazil, from 8% to 11%, with
passenger cars gaining strength because of the
return consumption by families. Argentina,
according to Filosa, will only return to growth
from the second quarter of next year – but
from July or August this year, sales will drop,
because the basis of comparison is very low.

The investments of R$ 14 billion in the region,
announced last year, are confirmed. In Betim,
MG, a reorganization of the platforms is
under way - which will be (at the end of the
investment cycle) only two.
For the plant in Goiana, PE, the project of
attracting more suppliers continues. Filosa’s
wish for the unity, which produces Jeep, is to
make it an export hub. And, who knows, even
produce models of other Chrysler brands, such
as RAM’s 1-ton pickup truck – which is in the
plans, but without any progress.
It is certain that the RAM 1500, one of the
attractions in the company’s stand at Sao Paulo
Auto Show in November, will hit the market in
the second half, imported. And the first vehicle
of the new phase at the factory in Minas Gerais
will arrive in early 2020: “From there, we will
have one launch every six months from Betim,
until 2021, when the Fiat SUV will arrive. And it
looks beautiful!”.
Returning to the market leadership, a position
taken by General Motors three years ago, is not
part of the company’s targets - at least the main
ones. According to Filosa, the important thing is
to keep delivering positive results like last year,
“which does not mean that we do not want
to grow in the market. We have space and we
will grow. But a comfortable position is the one
that allows us to deliver comfortable financial
results”.
2.11 to 2.16.2019
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Toyota unveils modest profit
in Brazil in 2018
Vicente Alessi, filho | vi@autodata.com.br

S

ao Paulo - The executive board of Toyota Latin America and the Caribbean and Toyota do
Brasil brought good news from the company to a meeting with journalists on Tuesday, 12, in
Sao Paulo: it obtained “modest” profit in its operations in 2018, year that the company completes
60 years in Brazil, generated by its best historical sales, a little more than 200 thousand units, and
projects more growth, of 9.5%, this year - which will also end at a profit.
“But we expect 2019 earnings to be more substantial than registered last year”, said Rafael Chang,
responsible for operations in Brazil. “Actually, 2018 could have been a little more generous.”
Other good news was signaled by the CEO and chairman, Steve St. Angelo: Toyota’s dealers chain
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is the most profitable of all those operating in Brazil.
When there is so much good news together, the solid skeleton of a well-conducted operation
becomes solid. St. Angelo did not fail to point out the developments: from 2012 to 2018 the
company went from a 3.1% market share to 7.8%, with production increasing from 83 thousand
to 209 thousand units and sales from 114 thousand to 200 thousand units.
In Latin America, business evolution was also gradual in that period: share from 5.2% to 9.6%,
production from 188 thousand to 315 thousand and sales from 322 thousand to 441 thousand.
Production and global sales also grew in 2018, for the Toyota brand and for the Toyota Group as
well.
And why did Rafael Chang complain about the lack of generosity regarding the 2018 result?:
“Because of Brazil, which always eat significant share of our profits. But the year has started well
for the industry, and the good perspective we have on the Welfare Reform and a tax reform makes
us very excited about the potential result this year”.
This year, sales projected to the domestic market reach 219 thousand units - basically, let’s say,
“good sales”, which oppose to those called “direct sales” regardless of the price. Perhaps this is the
secret, of Pirro, developed by Toyota: do not succumb to easy sales. And there is an advantage: the
dealer chain is grateful for that.
And production is expected to account for 225 thousand units, 7,6% more than in 2018, with
factories in full steam and three shifts, during the “operational efficiency process.” Exports are
calculated in a volume that will correspond to 28,2% of production, around 63 thousand 450 units,
which will go to Latin American countries - and with an advantage, which is Yaris in a full year.
Latin America contributed with 14% of the company’s worldwide growth in 2018.
Investment of R$ 1 billion is being applied in the Indaiatuba plant, where Corolla is produced, to
make it “more flexible and competitive”.
Toyota’s labor force rose from 5 thousand 880 employees on December 31, 2017 to 6 thousand
954 on the same day last year.
2.11 to 2.16.2019
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Nissan gives up the third shift
in Resende
Marcos Rozen | rozen@autodata.com.br

S

ao Paulo - The crisis in the Argentine automotive market has already made at least one evident
victim in Brazil: Nissan has given up its third production shift at the plant in Resende, Rio de
Janeiro state, in 2019. The plan now points, at best hypothesis, to 2020.
According to the president Marco Silva, no vehicles were sent to the Brazil’s neighbor in January, a
necessary action to regulate the stocks there: “But we will resume shipping in February”.
The downturn in Argentina, where Nissan sends, from Brazil, Kicks, March and Versa, will make
the current pace, in two full shifts, enough to meet all the expected demand, in Brazil and abroad,
aborting this way, at least temporarily, the need for the third shift. Still, Nissan expects to increase
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its exports by 15% in 2019 comparing to 2018, thanks to the first full year of Kicks in that same
Argentina and the start of shipments to Uruguay and Chile, which should happen until the last
quarter this year- these markets already receive March and Versa, both Brazilians, which are also
forecasting orders increase.
Mexico – The president Silva expressed some concern about the possibility of a free trade
between Brazil and Mexico starting next month. For him, “if Brazil wants to grow, it has to open its
market, but that must happen gradually, until it achieves equal conditions for competitiveness”.
And that’s not what happens today, he says: “Not only for Nissan, but for any automaker,
producing in Mexico is cheaper than in Brazil, with regard to the production volume, which is
much higher there. This way, a market opening now can cause imbalance”.  
He recognized that the quota agreement in the bilateral trade, with a gradual increase from year
to year to free trade, aimed precisely at this quest for common competitiveness, but recalled that
“in the middle of the way we had a crisis and lost 1 million units of productive volume, which
changed all the conditions”.
Nissan today imports the Sentra model from Mexico and does not send anything there.
Silva affirmed that Nissan is working on an “interesting project to maximize the potentialities of
the three plants in Latin America” -- Brazil, Argentina and Mexico: “Our objective is to promote the
solid and orchestrated integration of these three units.”
That action would involve the production of models in Brazil to be sent to Mexico and Argentina
as well as in Mexico to supply Brazil and Argentina and, naturally, also in Argentina to serve
Mexico and Brazil. And, in this planning, Nissan is counting on the “free trade or something very
close to that condition”.
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Auto parts

Partnership Sindipeças-Embrapii
aims at industry 4.0
Bruno de Oliveira | bruno@autodata.com.br

S

ao Paulo – Sindipeças, the entity that represents the auto parts manufacturers, and Embrapii,
the Brazilian Company for Research and Industrial Innovation, signed on Thursday, 14, an
agreement that establishes research and development partnership in the auto parts segment.
The idea of the entity that represents the auto parts industry is to bring its associates closer to the
structure and services provided by the entity linked to the federal government.
According to Mauricio Muramoto, Sindipeças’s advisor, the measure is aligned with the new
moment that the automotive sector is going through regarding innovation applied to production:
“The industry undergoes a transformation process sustained in pillars such as Industry 4.0. Our
role is to help companies get into this new industry context”.
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The auto parts segment was one of the most affected by the recent crisis in the automotive
industry. There was a decrease in production capacity and a cut in the number of employees.
With the resumption of sales, the production chain had to readapt to meet the demands of
the automakers and the aftermarket. Muramoto said that the partnership with Embrapii helps
accelerate suppliers to return to the pace they were before.
In the context of Rota 2030, the new policy for the automotive sector, the support via Embrapii
could represent the opportunity for auto parts companies, especially those considered small
and medium-sized organizations, to be structured to act on the level of quality and technology
required by the vehicles born in the context of industry 4.0.
Embrapii has 42 technology centers equipped with infrastructure to create new projects for the
automotive sector, according to José Luis Gordon, director of planning and management. Aside
from this, the organization also makes its technical staff and industry experts available to its
component manufacturers: “Companies that have an approved project receive technical support
for their development.”
The service offered by Embrapii also consists, aside from the structural part and the group of
specialists, in financing a third of the companies’ projects. The entity emerged as a supporting
arm for four years with a reserve of R$ 1.6 billion to fund projects aimed at innovation in various
sectors. Gordon said that 30% of the value is already allocated in several projects, and for this year
there is an investment of R$ 150 million scheduled.
Although considered a first exercise in the automotive sector, Embrapii has already promoted
projects related to this industry. There is a project with Renault to develop a device for braking
support of the ABS system. Another example is a project with companies from the chemical and
mining sectors to create high efficiency lithium batteries with Brazilian technology.
2.11 to 2.16.2019
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Caoa Chery seeks to nationalize
520 components in Brazil
Caio Bednarski | caio@autodata.com.br

C

abreuva, SP - Caoa Chery has expanded its nationalization plan for parts and components
in Brazil: the almost four hundred items have raised to 520, according to Marcio Alfonso, its
CEO.
In addition to reducing dependence on the exchange, Alfonso said that locating the purchase of
the components also decreases the delivery time: “An imported part takes ninety days to arrive at
the factory, while a national one requires fifteen. That’s why the more Brazilian components our
vehicles have, better for production and for our aftermarket services”.
According to Alfonso, the initial focus will be on items that the automaker will use more frequently
in the aftermarket, as the case of filters and brake pads that need to be replaced in scheduled car
revisions. “After those items, we will advance the nationalization of other components that are
part of the engine and the lighting of cars”.
The company already has approximately 180 Brazilian items, such as the injection system used
in Tiggo 7, which was developed by Bosch in Brazil, and components from other companies
such as Michelin and Pirelli. In all, about fifty Caoa Chery suppliers are already Brazilians and the
expectation is that number to increase until 2020, along with the nationalization of the parts in
Brazil.
The company has also worked on the dealer chain: Alfonso’s goal is to have more than 110
dealerships this year, compared to the 65 units that were already operating in 2017. Another
investment by Caoa Chery is in training some employees to be specialists in the brand’s vehicles, with
all the necessary knowledge to serve customers -- each dealership will have two specialists.
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Industry

Automotive profit remittances
increase
Bruno de Oliveira | bruno@autodata.com.br

Disclosure.

S

ao Paulo - Remittances of profits and dividends from companies in the automotive sector to
their headquarters started growing again in 2018, when automobile, auto parts and vehicle
manufacturers sent US$ 516 million, higher than the US$ 131 million issued in 2017. It is the
largest volume since 2014, when companies sent US$ 807 million.
The increase reflects the vehicle sales resumption in Brazil, which grew 14.6% last year, according
to Antonio Jorge Martins, specialist in automotive chain of FGV SP: “As far as the automakers
regained sales volumes after the crisis period started in 2014, it was possible to send more
dividends and profits”.
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Even though they have shown increase, the value is almost ten times lower than the emissions
made in 2008, which totaled US$ 5.8 billion. For Fernando Trujillo, consultant of IHS, the
automakers went through moments of losses in Brazil, and that has caused remittances to
decrease in volume since 2010: “The industry has already been much more profitable. In the
last four years, many automakers have suffered losses and this has become evident with the
restructurings in Ford, GM and FCA, for example”.
Compared to the profit remittances of other important sectors in the economy, the sendings
from the automotive sector were lower. Financial services, beverages and commerce - except for
vehicles - sent more than US$ 1 billion in 2018 according to a survey by the Central Bank of Brazil.
For Trujillo, the sensitivity of the sector to crises is greater than the other segments:
“When compared to other markets, the vehicle market is very sensitive to crises, a little different
from industries with basic needs such as food and beverages or even financial services, which tend
to profit more in times of crisis when the default level increases. If we look at financial services,
remittances declined last year because of the economic recovery, but it’s a sector that historically
has a larger remittance volume than the automotive”.
The data by the Central Bank also showed that intracompany loans in the automotive sector have
increased in the period of 2017-2018. Last year, the headquarters earned US$ 9,9 billion in their
Brazilian subsidiaries, 6.8% more than in 2017. In that sense, the automotive sector was the third
largest receiver of loans from abroad, behind oil companies and agribusiness.
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