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Brazil is driving
arevival in
sugar cane fuel

By Carolyn Whelon

or Ronaido Silvelrs Ribelro, the
future Is here, and it's called
cthanol. The Sko Psulo-based
eab driver switched lust year
from gasoline and canoot see himself
olng back scon. The sugar-bated
F 's price Is more than one-third be.
low what gasolloe now sells for,
tshﬂ'di: Ribeiro l} not llcu}‘e in his
enthusiasm, Henry Joseph, who man-
sges engine test development and the
emissions lab st Volkswagen Braxil, fs
traveling the wordd lo speak about
Br;:il‘a ethanal H n:d how
othary might copy them elsewhere.
Drazi] Is the world's t:iljgul ethanc
maksr and exporter, apd delegatlons
, Japan,
Soredenand Snu‘lﬂ.fdu have raid vis-
Its ta learn more about the fuel,
m"mm 2% {uﬁ etletice with
c ~ los, 33 e can 111
the 12chnol ep. engine parts, nnm
plantsin B an na.”

President Hu Jintao of Ching under-
acored his country’s intercst in Brazili-
an ethano] during a visit to the cou
last month. And jn May In Shangha
the Brazilian president, Lulz Indcio
Lula da SHivs, made - 17t ol on etiionol-
furled Flat to the nnyor of the city dur-
Ing a trade mi;l::ué; !lu China. Sﬂu of

nsseoper cars \ina were tp 17 pes-
lér.mh the firet Il months of 2004, com-
pared with a year cazlicr, and although
sales umped recently amid of-
forts to cool the hecnn;m){. Ludn:}qr ob-
servers figure there Is plenty of pent-
vp demand.

~Ethanol Is a hot toplc on our trade

-zyeadn,” sald Flavlo Damico, bead of the
spriculure aod commedities division in
Tirazil's Foreign Migistry. Witk Chins,
wwhich he deseribet a8 4 “Hrategic part

Pﬂ ~
net” Brazhl has establislted 1 joint work- “boom

I.!:ﬁumup on ethanol, with technical
due to start next month “Brazil
could a leading role in the Aslan
cthanel foel market,” Damice satd

The buzz arcund ethanol todsy may

‘We sae signs of a real
hoom In ethanol exports
from Brazil and Latin
America.’

came as 4 surprise, or s 23 déjd
u, to thase :rphli mne’:g:l:rhzn the
aiterstative fuel fMest einerged as a -
able subatitute for newly scarce forelgn
cwoline jo the 15705 Distilicd from
sugar &ane !lt‘.lhl:nnl[:nil:ul l;l::-lnlgh l;;-::
wontation, e Q| ap; B
cause it burns cleaner than oil and Is &
rencwable fuel
Butl the moment was shori-lived.
Sthancl was wrilien off by 1990 be-
caitse hlgh production costs made its
price at the pump higher than oll,
Why athanol is making a comeback
is n simple matter af econemics, With
wotld nﬁ prices luppl:s $40 a burrel,
driving up inflation and cuthing coc-
wrate profits and hirlog, cheaper fucts
Em't‘l: tore attractive to dﬂe.ln‘“ np.ﬁA‘.I-
lecnative eoergy expetts re that
ethanal is competitive when of] nrices
are above $30 1 I many coun-~

Ethanol’s sweet success

‘l:l:?.z billion gallans from 8.2 gallons

yeat,

“Countries are desperately locking
[for alternatives to oll,” said Lew Fulton,
an ecopomist at he Pacis-based Inter-
national Energy .

This is whete Brazil comes Jn, Ex-
perts say the word's fifth-bipgest
couatry is uniquely positioned ta fuel a
n ethacol as an alternative to
gnh:l;l’fulz. m:ll:h o1 blmﬁt;nl- d:;f

clogy, sugarctop yields,
and low costs for land and labor,

Brazilian ethanol exports are expec-
ted to rise to 24 billion Liters, or 638
milljon gallens, this r, mote than

le the 656 million liters that Brazil

d abroad in 2003, primarily to Indiz,
the United States, South Eorea, Japan
and Sw‘ealm. Buz:l]r :grwm m:nl.:lfur
hea| percent o production.

'a{ see sigus of 1 real boom in eth-
ano] exports from Brari] snd Latin
America, " Fulton said.

In addltion to settiog itself up as the
world's ethanol pump, Brazdl is gearing
much of }ts domestic energy econamy
around the fuel;

W Ethanol soaks up aimest half of
Brazil's anaual sugar cane prodiction
af 390 million tons.
W Sales in Brazil of dual-fuel cars,
which ailow drivers to choose between
ethano! and gasoline depending on
prices, shot vp to 284,500 in the
year through November, compared
writh 48,100 2 year earlier. The share of
" cars, which cost sbout
the rame a3 uf:nline-cnly cars, |s pro-
Jected to double again in 2005 to reach
AQ percent of car sales in Brazil In con-
trast to the 1970s, the fuel is widely
available, thanks to a natictiwide net-
work of ethano! service stations.
2 In October the Brazilfan jet maker

are pushing many coun-
tries jn Europe and Asia
to consider cthanol
again. And a Europesn
n;pz' Industry in sen;:e.h
of greener pastures
fore mbakEu end to
comply with new glcbal
teade also  has
French sugar processors
like Beghin Say and Te-
revs  expanding into
Brazil,
Brazil is cven help
countries

other bl
their ethancl industries.
India, the \m'ddi': r'q:&'z
sugar neet, is smdy-
ing wider use of ethanol
to reduce Hs reliance on
all and to offset rising
o I:nu:l: l'ohr 0 zuls

et it growing
along with lts middle
clags.

'E;mnucurllylsn

cthanol exports to big countrles be-

cittse of Us links wit
buyers.

Brazilisalso carving out a niche sup-
plying consulting services to countries
zonsideting cthanol for their ewa use
or export. The fuel is viewed as jdeal
for developing economies in tropleal
2ones with Jow land and Jaber costs.

“China is locking st cthanol to help
case pollution in big cltics, employ ita

overseas fuel

Embraer announced the fiest mgta;
Jower

t hanol alsn compl ts gazol-
Ine through a 10 percent blend to cut

paliution.

Given the geopolitical climaie and
the kel that oil prices will stay
high, cthanol watchers say there fs
mare upside to come. EO. Licht, a com-
moditles research concern In Ger-
many, says that world ethano! produc-
tion should more than double by 2042,

p'h, : i airpl ;lo
ethanol Mare englne power,
malnt costs, and fuel prices of »
;mner the ptice of aviation Tue! were
ted as the benefits of uslag ethanol In
the cropduster xircraft.
® Transpetro, the logistics unit of
Petrdleo  Beasil the leading
Brazilian ofl producer, handles the rf"f'
ing and delivery of ethano! zround the
cotntry. tn time, seme oil indnsicy
analysis nry, it could get invoived in

and clean up the esvironment
prior to the 2008 Glympic Games in
Beljing." sald Pllzio Masteri, president
of Datagre, a sugar and ethanol con-
sulting firm En Brazil

Ansiralia and Thafland are alsa
lzaking at dn:!u:rlng thelr ethanal in-
duslries ta feed demand for energy in
the region, rspecially from China.

Penalties or temptlng tax hresks
from new International secords Hke
the Kynte Proloce! on globa) warming

big issue for us,” sald
Asltava Tripatht, the Indian ambassa-
dor lo By “We get 0 percent of our
ol from outside.” Dedinl, the leading
Bﬂﬁhﬂ mlmlr’:r af ethmlc:!l dhlﬂleryl
machinery, has already sold to severs!
distilleries in India.

With the lmportant lysues of enst,
m:plr and Infrastructure already sor-
ted out, Brazll looks likely to hold its
lead in ethanol production. But there
are limiting factors, including dutles
and quolz syttems in the Unlted States
and ﬁumg; that, as Pulton of the Intes-
natiotial Energy Assoclation sald, are
1e5elgl.nga 1id on ethanal trade today.”

nol producers are undeterred.
"With gas prices 1o high, even with a
54-conts-on-the-gallon  US. import
duty and 2.5 percent value added tax
on Brazilian ethanol, the foe is attract-
twe for Lhe ULS. macket,” Nastari sald,

Agalnst this backdrap, it is tot sur-
prising that vepture capltal firms have

Itemetionsl Teiving

Sugar cane being harvested ln Bzl {0 bemade [nto cthanol, an
slternatlve to gasoline. Brazi), the workd's blggest cthanol maker and
exportct, Is beneflting from renewed demand for the fuel 29 oll prices
bave soared. At left, a lab techutclan at one of Brazil's ethanol plants;

]
o "

singled ont cthana] for alternative efi-
investments. Ecoinvest, a financldl
a in Sio Paulo, introduced » fund
dudnglthe summer for which i expecns
;;nu‘ nmmsuf:l:‘mhulizpmem
m {nvestments in fenewable eg
plants, in:ludin“ﬂ those for e:hlnnl.ﬂg?’
For individual tnvestom, the oppdr-

tunity to proflt 3
interest are {imlted — fornow,  -'r
Most ethanol » ers are privals,
bul there are some and teths
R swin to sighi e ke
[ o au, sed fueled-
On way to lbyest is through sl
certificates, which are estentiafly
shares in a fund that buys suger fis-
tures, Buying the shares lets the owne?
bepefit from movements In sufar
Ecinied whts boiding caymenity T
of
tures. Minimum Investment is 510,064
Sugar prices soured in November Sut:
::ydtpull back s with i;l‘m edin-
ty prices over the coming mon!
tald Marc Faber, 1 Hong Ka, -hlﬁ.
contrarian investor who runs bis own
fund. But be still finds sugar attress
. prices
drive some demand for éthanol prth
o sty Yoriors, farming i
4 nvestors,
chin eqm:'z:u like Bardaila sioﬂld'
see a lift from the growing !
petite for ethanol, which require mévg
sugar harvesters. The company traddi
on Brazil's Bovespa exchaoge. 1
And bondt are snother way 1ini
Comn, & privately held company tishi
operates part terminals and segarmiils
across Bradll, hos fust released $200
millioo In bonds to flaance expapsidn:
Traders nuimlllr companles ape
likely to follow suit. v
“Theye are no restrictions on foretyt
capital Investmments in ethanol,” Nastart
aald. "We see anlnmul.ng rruzw.'enl'
international eapital In this industoy™!
Tnicrnatiens! Hereld Tribume "!:'
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