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Report Highlights:

Brazil’'s Southernmost state, Ri o Grande do Sul (
levels, reaching up to 800 millimeters in some regions, leading to unprecedented floods. The death toll
reached 145 as of May 12th and nearly,6Q0 people have been displaced. A major agricultural

power house, RGDS's agricultural and |ivestock se
projections are still unknown, market specialists estimate losses across such key commodities as

soybeas, rice, wheat, corn, meat and dairy. Impacts on local food production and possible price spikes

are particularly concerning for consumers and policymakers, particularly on rice and dairy products.

THIS REPORT CONTAINS ASSESSMENTS OF COMMODITY AND TRADE ISSUES MADE BY USDA STAFF
AND NOT NECESSARILY STATEMENTS OF OFFICIAL U.S. GOVERNMENT POLICY




BACKGROUND

Since April28, Brazil’'s Southernmos
Grande do Sul (RGDS) has beempactedby its worst
climate catastrophasrecord high rainfall levels led to
unprecedented floods. As of Mag", thedeath toll
reachedl45people,132are missingand over 1,400
have been injured or sickened, accordintoe st at €
CivilDefense Out of the state’s 497
447have been affectgdlap 1) causing over R$ 6.3

billion in losses (US$ 1.22 liibn) andleaving several

thousands of citizens without electricity and/or clean

drinking water Approximately2.1 million locals have

been affected by this climate disastegnearly 620

thousand people have been displage& DS’ s t ot al

population is10.8 million people. Ma@di RGDS municipaldi

. . heavy.Smairveg or Ecof . ,
According to Brazil s Natby U.S. Embassy gri tati

Agency (ANA) and National Institute of Meteorology Sci ence, Technol.ogy
(INMET),t he st ate’s capital, . ; . - . _,.Stere
millimeters of rainfall in almost one week (April 28 May 5"). Howe/er several other reglons had
precipitationlevelsat nearly800 millimeterseight times higher thathe historical average (1992020)

at 113 millimetersSpecialistsaythatthreemainfactors enabled such disastrous climate catastrophe:

() the El Nifilo phenomenon, which albeit reducing its strength compared to late 2023 is still influencing

the weather in South America; (i) high humidity flowing fréine Amazon rainforest; and (iii) beat

waveaffectingBr azi | ' s SoutWesteegidns.and Cent er

Figure 1 — Porto Alegre’s (RGDS capital) metropolitan region in a regular period (left) and in
early May 2024 (right)
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Source Sentlnel 2, Google Earth Engine. Maps ﬁ‘hrlsthlan Santana Cunha



https://www.linkedin.com/posts/christhian-santana-cunha_ol%C3%A1-pessoal-utilizando-imagens-do-sentinel-ugcPost-7194072130299346944-v1uY/?utm_source=share&utm_medium=member_android
https://valor.globo.com/brasil/noticia/2024/05/03/veja-lista-de-cidades-atingidas-no-rio-grande-do-sul-pelas-chuvas.ghtml

Floods caused by heavy rains hatisastrous impacint he st ate’ s infrastructur.
bridges and highways and damaging tens of thousands of residential building$/#@s1df", the

state’s Autonomous De p aepdrec&partial orfcomdietdidtkagesacsoss( DE AR)
49roads and bridgedhis number islown from 58 roads blocked in 110 different points on May 5

The federal government estimates that reconstructitmedéderal highways should cost over R$ 1

billion (US$ 193.4 million).

Agriculture and liestock were the most impactsectordoth directly and indirectlyHoodsdamaged

crop fieldsandstorage facilitiesas well adhampeeds u p p | y | o g iNational €enfedetiom z i |
of Municipalities (CNM preliminarily estimates

losses above R$.264 billion(US$245million) in

these two sectors. Nonethelebs actualeconomic

impact could be considerably higher as improved

= = | weather should soon allow a more accurate estimat

of crop and animal losses.

S

RGDS isone ofthemainagricultural producing stage

in Brazil. The agriculture and livestock sectors

account for near | yGrod4s7 per cen
Ph oltboMaur i ci ¢ RTGd@rse t t Domestic Product (GDPAs such, impacts on local
Communications Secr e fyod production and possible price spikes are

particularly concerningor consumers and policymakefsmongst the main crops and agricultural

goods, the state produces significant shares of
and animal feed, fruifeind vegetableé\s an impactthe Brazilian bank Bradesco forecasts a 3.5
percentrecesi on in Brazil’'s agricultural sector in 20:

PhoZboyAmanda P(Reruotheerlidlyini ci palii hytbé& ¢&mrneatsPorto Al
metropol iilf hoodedi on


https://www.cnnbrasil.com.br/nacional/chuvas-no-rs-moradores-de-canoas-seguem-ilhados-e-pedem-comida-e-agua-a-militares/
https://globorural.globo.com/clima/noticia/2024/05/chuvas-no-rs-isolam-propriedades-rurais-e-causam-perdas-severas-aos-produtores.ghtml

SOYBEANS

Table 1 — Pre-flood soybean area, production, and yield forecasts*

Area Production Yield
(1000 hectares) (1000 MT) (1000 MT)
RGDS Brazil RGDS Brazil RGDS Brazil
CONAB 6,673 45,235 21,888 146,522 3,280 3,239
Safras & Mercados 6,667 45,391 22,799 151,246 3,420 3,332
EMATER/RS 6,682 - 22,247 - 3,329

SAFRA DE VERAO 2023/2024 - SOJA - AREA DE CULTIVO (HA)

After two seasons affected by dry weather and below
potenti al producti on,yielRGDS’ s
a full harvest. This would hawaused thetate to

return aghe second largest soybean producee T

st at eproductiVelpotdntialvas estimatetb

compensatéhe 2023/24 yield losses in the Cenialest

due to poor weather in late 2023.

SEMATER/RS 5 R moma 00w,

Legenda

Area de soja
Safra 2023-2024
1 1-100.000
100.001 - 400.000
B 400.001 -700.000

I 700.001 - 1.100.000

. TheAssociation of Technical and Rural Extension

Enterprises of Rio Grande do SUEMATER/RS)

latestpre-flood projections estimated an area of 6.7

million hectares (ha) and production at a record high of

22.3 million metric tons (MMT)Theyindicatethat 76

percentof harvesting is now completed. Thesults in

up to 16 million ha (and potentially up to nearby3

MMT, assuming average yields of 3,329 kg/ha) was

still to be harvestedt the time of the floodg his value representsrer 20percent oEMATER/RS s

output estimate angp to fourpercemd f Br azi |l s forecasted national s

Ma @i Geogr aphical Di ¢
Soybean 2023/ 2.4 Are

Source anEMATER/tRD.Y

As for al crops, a more accurate estimate of losses will only be possible in the coming weeks as weather
improvesMarketanal ysts agree that an i mportant share of
lost, with current projections ranging from 750 thousktidto 2.8 MMT.Accor di ng t o CONAB
estimatethis reductiorwould come on top of nearly 15 MMautf r om Br azi |l s initi al

1Sources: National
and Association of
of Matl€ehaot

Supply 'Codahangs (EOMABYAdas, ods
Techni cal and Rur al Extensi on
el aborat éd OAW.. Post Brasilia



potential for 2023/24 C O N duBéntsestimate at 146.5 MMT is ten percent below their initial
forecast at %$May WABMH estimdts b #54MMT.

Future soybean contracts negotiatethatChicago Board of TradgCBOT) have already been
impacted Severaimarket analystexpect nternational prices to continue highkccurate estimates of
|l osses will directly affect domestic gowd i nterna

Infrastructure bottlenecks resulfifirom landslides,
blockages or roads/bridges destruction should also
i mpact the state’ s Rrrauzsihli’'ngg c
_ fourth largest crusher in Brazil with installed capacity
, to process up to 31.8 thousand MT per day (15 percent
| of national capaciy according tahe Brazilian
Association of Vegetable Oil Industries (ABIOVEE)
This means that every seven days of outages in RGDS
is the equivalentp Brazil not crushing for an entire
day. As the state’s crushing
operates at lowerapacity, supply of soybegroducts
for biofuels, human consumption, and animal feed
should besomewhatlisrupted. Alsoasexcessively
moist soybeans increase the acidity of soybean oil
" supply should béurtherpressuredparticularly for the

Pho3boyFE8bi o (BR&DES tp i o foodindustry.
Tapes, by Pheoma)agi

OnMay 6", the Brazilian National Agency for

Petroleum, Natural Gas and Biofuéfs\P) allowed

for a30-day waiver in the biofuels blend mandate for RGR&ductions ranged from the current 14

percent (B14) to two percent (B2) for biodiesel, &odh 27.5 percent of anhydrous ethanol blend in

regular gasoline to 21 perceRte pr esent ati ves from Brazil’'s oil, g
logistical challenges in their operations, though confirmed that stocks are sufficient and theoé lvll

shortage of fuels.


https://globorural.globo.com/clima/noticia/2024/05/chuvas-no-rs-isolam-propriedades-rurais-e-causam-perdas-severas-aos-produtores.ghtml

RICE

Table 2 — Pre-flood rice area, production, and yield forecasts?

Area Production Yield
(1000 hectares) (1000 MT) (kg/ha)
RS Brazil RS Brazil RS Brazil
CONAB 901 1,234 7,476 9,766 8,301 7,912
Safras & Mercados 903 1,590 7,452 10,663.00 8,250 6,708
EMATER/RS 900 - 7,495 - 8,325 -
IRGA 900 7,150 7,942

RGDS is the largest rice producer in Braaid
contribuesto over 70 percent of all national rice
production a culturally and economically important

food product for BraziliansAccording to

EMATER/RS s Ipretloedgiojections, the state

had planted 900 thousand ha across 173 municipalities
Y and was expected to harvest 7.5 MMT in the current
2023/24 season. As of M&)f, theRio Grande do

of all areas had been kastedeaving22.9 thousand

ha completely lost due to the floods, ardther 17.9

thousand ha partially underwat&ssuming a state

wide yield of 7,942 kg/ha, these areas could be

responsible for 182 thousand MT and 1A@usand

MT of rice. Harvesting pogress is significantly

Pho4Smouvaoedenti fied behind the same period last year (99 percent
harvested in the state as of Md¥y; 8023, according

to CONAB). This is partially due to slow sowing progress last year as a result of floods in September

2023

2 Sources: CONAB, as of April #1Safras & Mercados, as @ctober 2, 2023 EMATER/RS, as of
March 03" andRi o Gr ande do GRGIA)aS of RdyB €hart etaborated hy:tPest
Brasiliad ©AA.

Sul " s Ri ce lestimatethat@4percelit]! RGA)



Although precise estimates are currently not possible, market analysts indicate that rice losses could

even reach up tb MMT, which would represemte ar | 'y 14 p e2023RAproduation, Br az i |’
accor di ngMaywASDE & MMT).Datagroestimate t hat t he state’s ric
volumes should be 10 to 11 percent lower than initially forecadtede rice has a natural water

resistance, water levels above certamts and floods lasting several dafyghen the crop is irts final

growth stagescan damage the graiasdredue yields.

Producersndicate thasomeof the rice crop that haalreadybeen harvested was flooded in
warehouses, casting f urAlsh sfrastrdotuce lbdttleneckslimittieGDS’ s s u
capacity of southern pducers to ship available rio@rthto other parts of BraziRi o Gr ande do S
Rice FederationRedearro/RS), howeverstressed thdrazil will not be internally undersupplied

despite the current disast@ihey argued thahe state is capable of reaping ovéMMT , sufficient to

supply the internal demaradongside rice supply fromther states.

Figure 2 — Evolution of average domestic rice prices and accumulated inflation (January 2019 —
April 2024)
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Source: CONAB and tHarazilian Institute of Geography and Statistics (IBGE). Chart elaborated by:
Post Brasilia (Office of Agricultural Affairs OAA).

On May9™", the federalgovernment enacted a Provisional Measivtedida Provisoériain Portuguese)

to allow theimportof up to IMMT of riceto curb potentiaprice spiks. The government has

emphasizethe measure will be put in place to contain speculation, highlighting that Brazil is not at risk

of a rice shortageCONAB will lead the import process through public auctidvercosur partners

(composeaf Argentina, Paraguay, Uruguaand Brazil) traditionally supply mosf imported rice.

Industry stakeholders also consider importing smaller vaddroen Thailandthewor | d’ s second



largest exporter after IndiRice impots from most countries outside the Mercosur boeild be
subject to the currerdiO to 12 percerdad valorentariff.

Brazil unilaterally reduced its rice tariff in September 20R@stablished a temporary tariff rate quota
(TRQ) of upto 400 thousand MT with zero-guota tariffs which fostered a diversification of import
partners (see Figure.3n May 2023, the federal government also temporarilyaniffs by 10 percent

onvarious food products amid growing inflation driven by thedemic andhe RussiaUkraine
conflict.

Figure 3 — Evolution of Brazil’s monthly rice imports (January 2019 — April 2024)
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Source:Trade Data Monitor (TDM)Chart elaborated by: Post Brasita®AA.
CORN

RGDS i s al s o fir@seasprecotnpraduckeréhefgiersstt corn crop out of E
crops).Before the floodsEMATER/RSestimated aareaof 812.8 thousand ha and an output of 5.2

MMT. As of May 9", nearly 86 percent of areas had been harvgstéide with thehistorical

harvestingprogress of the laive seasos. EMATER/RS reports that thiboodshave stalled harvesting

and damaged a significant portion of teenainingfield. Nearlytenpercent of the unharvested corn is

in thematuring stage, with the renmamg four percent in grain filling.

Thisresults inup to 114 thousand ha and potentially 728 thousand MT could be,ateps&senting

nearlyl4 percent of the st at @érst-seasororntMarket anglystofaracastt | v e |
an upwads price trend in the domestic market, though with limited spillover in international prices as



the bul k vol ume of coBedem itslsecand aop, mostlyproduded io the Gemter
West region after the soybean harvest.

WHEAT

Thestateihome t o over 40 per andisrespondble Bmearly 45Ipércentefh e at a't
thenational production in the 2023/24 seasantording to CONAB The harvest had already been

completed byate 2023. While sowing for the next season has kickeh @ther states, including

Brazil' s second | argekhtaspmoduyert GRarara) j nf IR&GIDE
IndustryAssociation (ABITRIGO)ndicate that several mills have been flooded, affecting the quality

and integrity of the store2023/24grain.

This mont h’ s di s a srelated phemomeandndo afeet the same logad \aheah e r
marketing yearln September 2023, another episode of rainfall levels, landslides and flash floods
i mpact ed t-bBeasorcprodugtiorswindoi d

Table 3 — Brazil’s estimated production, imports, supply, and domestic consumption (MY 2019/20
— MY 2023/24)

2019/2020 | 2020/2021 | 2021/2022 | 2022/2023 | 2023/2024
Production
(1000 MT) 5,155 6,235 7,679 10,554 8,100
Imports
(1000 MT) 7,029 6,395 6,392 4,678 5,700
Total Supply
(1000 MT) 14,271 14,576 15,922 16,334 15,597
Domestic
Consumption 11,000 | 11,800 | 11,750 | 11,850 | 12,000
(1000 MT)

Source: USDA FASO6s Production, Supply and Distri
OAA.

Brazil is not seHlsufficient in wheat production and relies imports, mostly from Mercosur countries.
In the firstquarterof 2022, wheat pricemcreased due tihe RussidJkraine conflict evideneng the
country’s reliance on international mar ket s.

Similarly, market specialists believe that domestic wheat prices should increase over the coming months
giventhee mpacts on RGD StoragdossesiThisg & fafeoddismgmgtt impact the ability

of theR G D Swheat farmers to expand productimn the next season, which could further pressure

supply and boost prices.



LIVESTOCK AND DAIRY/MILK

With the third largest hog and poultry herds in Brazil, RGDS also plays a significant role in the
country’ s |Itproduxdda pekcensf8ra z 0 I ' asd 2p percdnt of national poultry
production according to the Brazilian Animal Protein AssociatiéBPA). Between May 2023 and
April 2024,the stateaccounted foan average of nearly3 percent of all nationdivestockslaughters
with a particular relevance for hogs (20 percent), chicken (11 percent), and turkey (27 percent).

Table 4 — RGDS’s total animal slaughter (May 2023 — April 2024)

Chicken | Hogs/Pigs | Turkey Bovine Others Total
RGDS
(1000head 399,003 6,197 3,065 499 84,143.35| 492,907
Brazil
(1000head 3,526,245 31,442 11,267 17,759 | 331,561.64| 3,918,275
RGDS assharg 4, 20% 27% 3% 25 13%
of total (Brazil)
SourceBr azil 6s Ministry of Agr i elabbratadbyePost Brdsilidsi ve st oc

OAA.

Floodsi mpacted the state’s |livestock |l ogistical ope
wereseverely obstructed by the inaccessibility of many roads. While local news report that some animal
confinement sites were affected, the main challdragebeetogistical. On May &', ABPA announced

that ten of their associated animal origin processing facilities had to tempetesfignd operatioras

inputs and workers could not reach the sites safaivities started gradually resuming as of M#y

with only twofacilities still inoperative. The industry has declared that the risk of meat shortage has

been eliminated as companies sdfiheir attention to adapt their logistical routes in the short term.

Besides thee challengeghe industry islso concerned witthe instability of energy supply, which can

especialy impactpoultry production.

Table 5 - RGDS’s animal herds (2022) in thousand heads

Poultry | Hogs/Pigs Bovine Others Total
RGDS 178,719 6,171 11,933 4,574 201,397
Brazil 1,586,048 | 44,394 234,353 55,342 | 1,920,136
RGDS as sharg 440, 14% 5% 8% 10%
of total (Brazil)
Source: I BGE. Table el aborated by: Post Brasilia
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The state’s dairy sector, Brazil’'s third | argest
has also been affected by fftods The Ri o Grande do Sul ' s Shdil®#oci at i ¢
RS) notedin early May 2024, arourdl.4 million litersperdayl 4 0 per cent of RGDS’' s d
production) vasat risk of not reaching daifiactories due to the widespread infrastructure bottlenecks.
Additionally, with limited or no electricity for several daysany farmersiave reportedly beamable

to mechanically milk the cows and refrigerate the pradaoiperties with backup generators were

running out of fuel.

Inflation concerns grow as RGDS usually supplies larger volumes of milk between late April and July,
compensating lower outpuiim the offseason in the Southeastern (main milk producing region) and
Center Western states. In this scenario, both federal and state level policy makers have temporarily
flexed some procedures to ensure a steady flow of milk and dairy production andrciziagon.

Market analysts indicate this disaster can worsen an ongoing crisis in the dairy sector. Many producers
who have lost their houses, animals and/or machinery coraiddedoning thibusiness altogether as it
could no longer be viable to rastture the investments they once had.

WHAT’S NEXT?

Many municipalities across the state are still underyatet hundreds of thousandsp&opleremain
displaced. The exact timeline as to when they will be able to riststitl unknown, as well a® when
businesses will resume operations to any resembled normality. Weather fareteststhat rains
couldcontinue although at lower levelhanin the previous weekJ his wouldworsen the
humanitarian situatigraffect the welbeing of livestok, and further hinder crop developmemtshe
regions wherghe waterdiave noimpacted.

The actual figures of lossas agricultureremain unknown which is ora the hardeshit sectors It

shouldtake a while untithe governmenfarmers,cooperatives anmhdustriesare able to assess the
damages. However, considering RGDS’ s important n
is expected that prices should increase over the second half of 2024 in sasiefabd items,

especilly rice and dairy.

FAS OAA Brasilia will continue to monitor the situation and will incorporate the outcomes of this
natural disaster in the upcoming commodity GAIN reports.
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Attachments:

No Attachments
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