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Letter from the CIO

For decades, the concept of corporate responsibility was limited to what occurred within the

boundaries of direct business operations. Product quality, factory efficiency, compliance with
local regulations—these were the criteria by which an organisation's commitment to society

was measured.

However, this simplistic understanding is no longer sufficient. We live in an interconnected
world where the impacts generated throughout the entire value chain—from raw materials to

waste disposal—can no longer be ignored.

In Brazil, where the interdependence between companies and their supply chains is
particularly evident, the challenges are as vast as the opportunities. Deforestation, for
instance, often associated with cattle ranching and agriculture, is one of the largest

contributorsto global greenhouse gas emissions.

Major meatpackers and agricultural exporters have responsibilities that go far beyond their
direct operations. Zero-deforestation commitments have become a minimum requirement,
but true progress depends on implementing robust traceability technologies that ensure the

sustainability of suppliers, down to the level of small-scale producers.

In addition, companies need to recognise that inclusive governance is a prerequisite for
structural change. Traditional shareholder-centric corporate governance has proven
inadequate in addressing systemic crises such as social inequality and climate change. The
role of stakeholders—workers, suppliers, local communities, and even the environment—
must be integrated into decision-making processes. This approach creates a network of

shared responsibility that strengthens the entire business ecosystem.

However, the most significant transformation needed lies in how emissions are managed.
Today, a large part of corporate climate targets focusses on Scopes 1 and 2, which cover
direct emissions and those from energy consumption. Yet Scope 3, which includes all indirect
emissions along the value chain, remains a critical gap. This is where responsibility must be

expanded, requiring companies to make commitments that go beyond their comfortzones.



An often-overlooked yet central aspect of this debate is the role of financed emissions—
those associated with the credit portfolios of financial institutions. The financial sector has
historically facilitated traditional economic dynamics, often financing activities that contribute
to environmental and social degradation. However, as pressure from regulators, investors,

and consumers increases, banks must rethink their practices.

In Brazil, leading banks carry a significant portion of companies in the energy, agribusiness,
and mining sectors in their portfolios—activities with substantial greenhouse gas emissions.
Analysing these financed emissions will become a key indicator of financial risk and
sustainability. Banks financing entities responsible for deforestation or pollution are not only
contributing to the climate crisis but also exposing their own portfolios to regulatory and

market risks.

Including financed emissions metrics in financial institutions' climate strategies is a game-
changer and must encompass a commitment to measure and reduce the indirect emissions
in their portfolios. This means not only assessing the environmental impact of the companies
they finance but also influencing them to adopt more sustainable practices. A bank financing
a chain of meatpackers, for instance, can demand clear environmental commitments as a

condition for new loans, driving systemic changes in the sector.

Moreover, the financial sector’s role as a catalyst for systemic changes goes beyond
minimizing harm. Banks and asset managers have the power to direct capital toward
regenerative sectors, such as sustainable agriculture and green infrastructure. This requires
breaking away from the short-term profit maximisation logic that perpetuates cycles of

environmental and social degradation.

[

‘ Including financed emissions metrics in financial institutions'
climate strategies is a game-changer and must encompass a
commitment to measure and reduce the indirect emissions in
their portfolios.”

Larger companies have an amplified responsibility in this context. Their gigantic scale grants



them a unique capacity to lead transformations across entire sectors. However, while
pioneering companies move forward, the vast majority still resist change, perpetuating a

business model incompatible with the challenges of the 21st century.

Finally, contemporary corporate responsibility cannot be treated as a cost or concession to
meet external expectations. It must be understood as the essence of organisational longevity.
The world faces existential challenges that demand not just incremental responses but a
complete reimagining of the role of companies. Inclusive governance, value chain
management, and financed emissions are just some of the axes that need to be integrated

into a broad and strategic vision.

The future will be shaped by companies that understand that their responsibility extends to
the entire network of direct and indirect impacts they generate. Business leaders who

embrace this vision will lay the foundation for a fairer, more resilient, and sustainable world.

“However, while pioneering companies move forward, the vast majority
still resist change, perpetuating a business model incompatible with the

challenges of the 21st century.”

Fabio Alperowitch, CFA
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Fund performance in 2024 and prospects for
2025

In the last quarter of the year, the FAMA LatAm Climate Turnaround FIA IS (“CTF”) delivered a
strong performance (+9.2%), especially when compared to the main market benchmark, the
Ibovespa, which fell by 8.8% due to increased risk perception and rising long-term interest
rates in both the U.S. and Brazil.

The largest positive contributor during the quarter was Marfrig (+46%). However, it is worth
noting that all other invested companies also outperformed the Ibovespa during this period,
reinforcing our strategy of selecting high-quality, resilient assets capable of withstanding

negative economic cycles.

For the year, the CTF achieved a modest positive return (+0.1%), but significantly
outperforming both the Ibovespa (-10.4%) and the SMLL (-25%). The latter index excludes the
largest companies and serves as a good barometer for domestic market-oriented firms. It is

noteworthy that all companies in the CTF's portfolio outperformed the Ibovespa in 2024.

In terms of portfolio risk, despite our commitment to investing in a concentrated portfolio of
few companies (5-6 in total), diversification has always been a fundamental factor in our

asset selection process.

As shown below, the decorrelation effect of the invested assets substantially reduced

portfolio risk. The volatility of the CTF is lower than that of any individual portfolio asset,

demonstrating our ability to mitigate implicit risk through careful portfolio construction.
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Reflecting on 2024, it is important to remember that we began the fund's operations with a
proposal to invest in excellent companies that were at the same time high emitters of
greenhouse gases, had decarbonization solutions that can generate economic value and

were willing to embark on this path.

Many investors expressed skepticism about our ability to find assets meeting all these criteria
and especially about our ability to influence companies positively and collaboratively in their

decarbonisation journey.

We close the year not only with three out of the five planned investments performed - all of
which have Climate Action Plans focused on generating substantial economic value -, but

also with financial performance far exceeding the Ibovespa and with significant risk control.

We are confident that there is still substantial value to be extracted from our invested
companies and that in 2025 we will complete the remaining portfolio investments. We now
have compelling stories to tell about how decarbonisation generates economic value and
how collaborative stewardship through multidisciplinary knowledge and approaches is

possible.



The next step will be to attract institutional and foreign investors to consolidate our thesis.

For 2025, we remain optimistic about our portfolio’s performance. Geopolitical tensions,
including conflicts in key regions and trade disputes between major powers like China and
the United States, could significantly influence demand for Brazilian products, directly
benefiting Marfrig and SLC Agricola. This becomes even more relevant in the context of the
U.S. government transition. While there is some pessimism regarding the global climate
agenda’s progress—likely due to the United States’ anticipated withdrawal from the Paris
Agreement—uncertainties surrounding trade policies may once again favor Brazilian
commodity exports to other nations like Chinal. Additionally, as Marfrig and SLC Agricola’s
revenues are largely dollar-denominated, they could benefit from the Brazilian real's

depreciation against the U.S. dollar.

For Brazilian financial institutions, elevated international interest rates, particularly in the U.S,,
may pressure capital outflows, devaluing the Brazilian Real and increasing the cost of
external financing. This could create challenges for managing dollarised liabilities, boosting
demand for local credit. However, the domestic high-interest-rate environment in 2025 could

contribute to revenue expansion for financial institutions.

‘, We now have compelling stories to tell about how
decarbonisation generates economic value and how
collaborative stewardship through multidisciplinary knowledge
and approaches is possible.”

ICNN - Trump's victory and tensions with China could benefit Brazil's exports, say experts



https://www.cnnbrasil.com.br/economia/macroeconomia/vitoria-de-trump-e-tensoes-com-china-podem-beneficiar-exportacoes-do-brasil-dizem-especialistas/

Challenges and opportunities in decarbonising
the brazilian financial sector

Ten years ago, Mark Carney, then Governor of the Bank of England, delivered a speech
describing climate change as the “Tragedy of the Horizons,” where catastrophic impacts
extend beyond the typical time horizons of decision-makers: “By the time climate change
becomes a defining issue for financial stability, it will be too late?” Carney warned that
inaction could lead to an “abrupt adjustment” scenario, where sudden policy or market
changes result in substantial losses for investors and financial institutions. He also
emphasized that while the financial sector alone cannot solve climate change, it plays a
critical role in redirecting capital to support the climate transition. Therefore, the global
financial system needs to overcome the “tragedy of the horizons” and take on a proactive role

in tackling climate change.

Two years after Carney’s speech, the Network for Greening the Financial System (NGFS) was
established, bringing together central banks to develop strategies for managing
environmental and climate risks in the financial sector. By 2024, the NGFS comprised 144
central banks across 90 countries. A scenario analysis published by the NGFS in 2024
estimated that continuing with current policies could resultin a 15% reduction in global GDP

by 2050 and 30% by 2100 due to climate change.?

“The global financial system needs to overcome the “tragedy of the

horizons” and take on a proactive role in tackling climate change.”

Climate risks are thus a significant source of financial risk. Climate change profoundly affects
financial institutions by damaging financed assets and collateral, reducing agricultural
productivity, destroying infrastructure, disrupting businesses and jobs, and diminishing
borrowers’ repayment capacity, potentially leading to insolvencies. A 2023 study by Bain &

Company highlighted the climate risks posed to financial institutions’ real

2 Bank of England -Breaking the tragedy of the horizon - climate change and financial stability

3NGFS -long-term scenarios For central banks and supervisors



https://www.bankofengland.co.uk/speech/2015/breaking-the-tragedy-of-the-horizon-climate-change-and-financial-stability
https://www.ngfs.net/system/files/import/ngfs/medias/documents/20241108_ngfs_scenarios_phasev_outreach_public_v2.pdf

estate portfolios. In Brazil, areas classified as highly exposed to physical climate risks are

projectedto triple by 2050, encompassing 74% of the nation’s territory.”

Paradoxically, the financial sector also plays a key role in global greenhouse gas emissions,

albeit indirectly, through the activities it finances in carbon-intensive sectors such as

agriculture, fossil fuels, energy generation, transportation, and heavy industry.

According to the CDP's “The Time to Green Finance" report®, greenhouse gas emissions
associated with financial institutions’ investment, lending, and securities activities are, on
average, over 700 times greater than their direct emissions. This indicates that nearly all
climate impacts and risks related to global financial institutions derive from financing
the economy in general, i.e. their Scope 3. Nevertheless, only 25% of the 332 financial

institutions reporting to the CDP in 2020 disclosed their so-called “financed emissions”.

There are clearly enormous challenges in reporting financed emissions, including obtaining
reliable data, the insufficiency of information from borrowers and investees, and the need for
estimates based on secondary data. Furthermore, there is a risk of double counting and there
are operational difficulties, such as high costs, lack of internal resources, and technical

expertise. The Partnership for Carbon Accounting Financials (PCAF) provides a methodology

for financial institutions to account for and report the GHG emissions associated with their
financial activities, but it also has limitations related to the accounting of Scope 3 emissions

from the respective financed assets.

While there are still challenges in standardizing and measuring emissions, the need for
financial institutions to develop solid management tools through climate transition planning
has matured in the international regulatory environment, in order to manage risks and

potential changes to their business models associated with the transitionto alow-carbon

4Bain & Company -Fires, Floods, and Loans: How Banks Can Deal with Increasing Climate Risks

10

5CDP - The time to Green Finance (2020)



https://carbonaccountingfinancials.com/
https://www.bain.com/insights/fires-floods-and-loans-how-banks-can-deal-with-increasing-climate-risks-ceo-sustainability-guide-2023/
https://cdn.cdp.net/cdp-production/cms/reports/documents/000/005/741/original/CDP-Financial-Services-Disclosure-Report-2020.pdf

and climate-resilient economy. For the NGFS, transition plans are useful tools for both
financial and non-financial companies, and financial institutions can even use transition plans
from the real economy to guide their own climate-related risk management and facilitate

transition finance®.

It was precisely the lack of a climate transition plan that brought BNDES and BNDESPAR
fo court in the first climate litigation case against a multilateral bank in the world. In the
lawsuit filed in Brazil, Conectas Human Rights requests that BNDESPAR present a climate

transition plan regarding the carbon-intensive assets in its investment portfolio’.

There are several other climate litigation cases worldwide targeting financial institutions for
their responsibility in financed activities. In the case of Notre Affaire a Tous, Les Amis de la
Terre, and Oxfam France v. BNP Paribas®, for example, the plaintiffs argue that the bank's
climate plan is inadequate and violates French law on the duty of vigilance, demanding that
the bank immediately cease any financing for new fossil fuel projects and any
investment in companies developing new fossil fuel projects. Regarding existing investments,
BNP Paribas is required to exercise its voting rights and influence to compel the companies it

invests in to abandon new fossil fuel projects.

Beyond the Judiciary, climate risk in the financial sector has not escaped the attention of
Brazilian regulators. Since 2021, the Central Bank of Brazil has established specific
requirements for the management of climate financial risks by financial institutions through
the preparation of a Social, Environmental, and Climate Responsibility Policy (PRSAC) and
the submission of a Social, Environmental, and Climate Risk Management Report
(GRSAC). According to Resolution CMN 4,945/2021, large banks are also required to conduct
climate stress tests and scenario analyses that consider assumptions about changes in

climate patterns and the transition to a low-carbon economy.

Although the requirements remain largely qualitative, the Central Bank has submitted
elements for new regulations to public consultation aimed at enhancing the existing
requirements for the disclosure of the GRSAC Report. The public consultation introduces
quantitative requirements related to risks and opportunities associated with social,

environmental, and climate aspects, through standardized tables, with mandatory annual

SNGFS- Transition Plan Package (2024)

’ Climtate Case Chart - Conectas Direitos Humanos v. BNDES and BNDESPAR 1

8 Climtate Case Chart - Notre Affaire a Tous Les Amis de la Terre, and Oxfam France v. BNP Paribas



https://www.ngfs.net/system/files/import/ngfs/medias/documents/ngfs_transition_plan_package.pdf
https://climatecasechart.com/non-us-case/conectas-direitos-humanos-v-bndes-and-bndespar/
https://climatecasechart.com/non-us-case/notre-affaire-a-tous-les-amis-de-la-terre-and-oxfam-france-v-bnp-paribas/

disclosure by financial institutions, as well as information on adherence to voluntary
commitments and transition plans. In 2025, a new public consultation will be conducted,
including a comprehensive review of the current qualitative information in place and the

incorporation of these quantitative requirements®.

An expression of this climate risk in the financial sector is the risk associated with
deforestation, which is particularly important for Brazilian financial regulators given the
robustness of environmental legislation in Brazil. A recent amendment to the Ceniral Bank's
Rural Credit Manual introduced important requirements!®, such as obligating financial
institutions to verify whether native vegetation was cleared after July 31, 2019, by
consulting data obtained and made available through the PRODES system. This measure,
long requested by civil society organizations that monitor deforestation in Brazil, will only take

effecton January 2, 2026.

FEBRABAN, in turn, issued the normative SARB 026/2023, which requires financial
institutions to establish a protocol for credit operations involving slaughterhouses and
meatpacking plants, including the requirement that clients located in the Legal Amazon and
Maranh&o implement a traceability and monitoring system for both direct and indirect

suppliersti.

However, the lack of more robust regulation specifically addressing climate transition
pathways for the sector places banks in a precarious position, potentially making vague and

misleading claims about their positive climate impacts and “sustainable” credentials.

Central Bank of Brazil - Credits: Enilton Kirchhof

9BCB - Disclosure of information on the social, environmental and climate risks of financial institutions

10°BCB - CMN Resolution 5.193 0f 19/12/2024 12

11 FEBRABAN - SARB’s Normative 026/2023



https://www.bcb.gov.br/detalhenoticia/18123/nota
https://www.bcb.gov.br/estabilidadefinanceira/exibenormativo?tipo=Resolu%C3%A7%C3%A3o%20CMN&numero=5193
https://cmsarquivos.autorregulacaobancaria.com.br/Arquivos/documentos/PDF/SARB%20026-2023%20(alterado%20pela%20Delibera%C3%A7%C3%A3o%2054-2024)%20.pdf

In the European Union, for example, the “Empowering Consumers for the Green Transition”
Directive 12, complementary to the “Green Claims Directive”, provides guidelines for claims
regarding the environmental and climate attributes of products and services. It prohibits
companies from using terms like “sustainable,” which is considered excessively
generic—unless such a claim is recognized through a certification system or
established by public authorities. The regulation also requires that claims be based on
transparent, clear, objective, and verifiable commitments within a detailed implementation

plan that includes the appropriate allocation of financial resources and is audited by a third
party.

In Brazil, the development of the Brazilian Sustainable Taxonomy (“TSB") under the federal
government will help create a favourable regulatory environment for financial institutions to
design products, services, and strategies aimed at promoting the decarbonisation of their
supply chains. The TSB will establish a classification system for sustainable projects and
activities, providing standardised terminology for companies, financial institutions, investors,

regulators, governments, and other stakeholders.

Meanwhile, Brazilian financial institutions seem to have few incentives to go beyond
regulation and adopt robust and innovative management practices for climate risks and
opportunities. The centralised model of the Brazilian banking system, in which five major
banks control approximately 80% of credit operations!3, reduces competitiveness, which
could otherwise drive a “race to the top” among banks for better net-zero credentials.
Furthermore, as an extremely regulated sector, there is greater caution in adopting policies
and measures that are not explicitly required or foreseen by law, as these could lead to

unpredictable legal or financial repercussions.

For this reason, all these new regulatory measures are important to foster the sector’s
adaptation to the new low-carbon economy. They embody the increasingly significant
transition risks related to transaction costs and compliance with new rules and legal

obligations for managing environmental and climate risks.

In this context, it is important to highlight the role of rural credit, given the predominance of

greenhouse gas emissions stemming from land use and deforestation—which account for

2 EU- New EU rules to empower consumers for the green transition enter into force

13

13 BCB - Banking Economics Report (2021)



https://energy.ec.europa.eu/news/new-eu-rules-empower-consumers-green-transition-enter-force-2024-03-27_en#:~:text='Empowering%20consumers%20for%20the%20green,'
https://www.bcb.gov.br/content/publicacoes/relatorioeconomiabancaria/reb_2021.pdf?utm_source=chatgpt.com

approximately 74% of Brazil's total emissions. Although rural credit is a significant component
of bank financing in Brazil, its share in the total credit operations of the national financial
system was only 13.1% in November 20234 However, rural credit plays a notable role in
financing illegal deforestation activities in Brazil, with cases of leniency in granting rural credit
that benefited major deforesters. Studies identified that 15% of the annual volume of
subsidized rural credit in Brazil was directed to properties involved in deforestation between
2020 and 2022. This amount, which includes significant public resources, is accessed

by nearly one-third of the properties responsible for deforestation in the country*®.

“All these new regulatory measures are important to foster the sector’s

adaptation to the new low-carbon economy.”

Conversely, financial regulation has helped achieve historic results in reducing deforestation
rates in Brazil. A 2013 study showed that the introduction of Central Bank Resolution 3,545—
which conditioned the granting of rural credit in the Amazon biome on proof of compliance
with environmental legislation—prevented 2,700 km2 of deforestation in the Amazon
between 2008 and 201116.

At the same time, rural credit can be a crucial tool for directing more sustainable agricultural
practices. Analyses conducted by the Climate Policy Initiative (CPI/Puc Rio) evaluated the
impacts of rural credit on agricultural production and land use, and empirical evidence shows
that rural credit, on average, increases crop productivity, intensifies production, and alleviates

deforestation pressures?’.

Rural credit aligned with zero-deforestation objectives and the promotion of sustainable and
low-carbon agricultural practices can significantly help Brazil meet the commitments
outlined in its Nationally Determined Contribution (NDC) under the Paris Agreement. Brazilian
banks, in essence, can play a key role in reducing deforestation and decarbonising the

country.

Domestic climate financing has immense potential to reduce Brazil's greenhouse gas

emissions, and new sources of capital are emerging. For example, Eco Invest Brasilis an

14 BCB - Rural Credit and Proagro Bulletin

15 Climate Policy Initiative - CAR to CAR: The Relationship Between Subsidized Rural Credit and Deforestation 14



https://www.bcb.gov.br/content/publicacoes/boletimderop/Boletim%20Derop%20-%20Novembro%202023.pdf
https://www.climatepolicyinitiative.org/pt-br/publication/car-a-car-a-relacao-entre-o-credito-rural-subsidiado-e-o-desmatamento/

initiative by the Ministry of Finance within the framework of the National Plan for the
Conversion of Degraded Pastures (PNCPD), which aims to attract foreign investment to
promote the ecological transformation of up to 40 million hectares in the country. The plan is
designed so that resources are provided at subsidised costs (6.5% per year) to the final
beneficiary and made available to Brazilian financial institutions through auctions. This and
other initiatives are expected to be incorporated into the Plano Safra, making it more relevant

to supporting the transition of agricultural practices.

Furthermore, promoting regenerative agricultural practices makes economic sense for
banks as a way to mitigate significant risks of non-payment by rural credit borrowers, a
reality that materialized with El Nifio in 2024 and the crop failures that affected numerous

rural producers across the country.

[

' Rural credit can be a crucial
tool for directing more
sustainable agricultural
practices.”

There are also business opportunities linked to carbon markets, now enhanced by the
publication of Law 15.042/2024, which established the Brazilian Emissions Trading System.
This system creates new categories of assets and securities to be recorded by financial
institutions, in addition to other services related to the creation, intermediation, and

commercialization of natural capital connected to the bank’s financed activities.

When looking at this landscape of evident financial climate risks and opportunities, coupled
with an increasingly favourable regulatory environment, one question remains: why has no

Brazilian bank yet taken the lead on the decarbonisation agenda?

16 and 7 Climate Policy Initiative - Change in credit legislation helps reduce deforestation in the Amazon by 15%
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https://www.climatepolicyinitiative.org/pt-br/press-release/mudanca-na-legislacao-de-credito-contribui-para-reducao-do-desmatamento-na-amazonia-em-15/
https://www.climatepolicyinitiative.org/pt-br/press-release/mudanca-na-legislacao-de-credito-contribui-para-reducao-do-desmatamento-na-amazonia-em-15/
https://www.climatepolicyinitiative.org/pt-br/press-release/mudanca-na-legislacao-de-credito-contribui-para-reducao-do-desmatamento-na-amazonia-em-15/
https://www.climatepolicyinitiative.org/pt-br/press-release/mudanca-na-legislacao-de-credito-contribui-para-reducao-do-desmatamento-na-amazonia-em-15/

Our investiment in Banco do Brasil

Our focus on production supply chains has significantly expanded our interest in the financial
sector. While agricultural practices are a vital link in this chain, directly associated with GHG
emissions, the origin of the capital that finances these activities is often underestimated. As
previously highlighted, there is a lack of information and insufficient public pressure regarding
financed emissions, which accentuates the importance of large financial institutions in the
challenge of promoting the transition to a low-carbon economy. In this context, active
engagement with the financial sector becomes crucial to driving structural changes that

enable decarbonisation.

We recognize that Banco do Brasil (“BB”), with its extensive reach across all sectors of the
real economy and its presence throughout the national territory, is uniquely positioned to lead
the systemic decarbonisation of the economy. However, it is important to emphasise that this
journey is still in its early stages, and, in our view, the bank is just beginning to navigate this

long path.

Banco do Brasil is one of the largest financial institutions in the country, with approximately
50% of its capital under the control of the federal government, cementing its strategic role in
the national economy. Founded in 1808, the bank has a long history of supporting economic
development, operating in sectors such as agribusiness, infrastructure, and natural

fesources.

In our view, the bank’s strategy, supported by efficient managementand diversification of

Banco do Brasil's HQ- Credits: Marcelo Camargo
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products and services, consolidates it as one of the most solid institutions in the market,
which is reflected in its consistent financial performance. Although the bank has a Basel
ratio—total equity over risk-weighted assets—of 14.7%, higher than the 11% required by the
Central Bank, its return on equity (ROE) in recent years has consistently surpassed that of its

peers, as shown below:

/ Return on Equity (ROE) \
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As the largest financier of Brazilian agribusiness, Banco do Brasil is essential to sustaining

agricultural production, serving both small producers and large companies. With an
extensive network of branches and a strong presence in rural areas, the bank plans to
disburse RS 260 billion under the 2024/25 Plano Safra, which represents approximately 54%
of the total allocated to rural credit in the last harvest, reaffirming its commitment to

strengthening the sector.

Our investments in SLC Agricola and Marfrig have expanded our understanding of the
commodity production chain and strengthened our relationships with key players across
various links of this chain. What has become evident is that a structured transition to large-
scale low-carbon practices requires not only the expansion of technical assistance offered to
producers but also increased access to capital. In this context, it is noteworthy that the
resources made available by the Plano Safra are close to RS 500 billion and are

earmarked for a variety of purposes, as illustrated and detailed next:

17
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The business credit lines under Plano Safra are directed toward medium and large rural

producers, covering both operating and investment modalities. The operating credit line,
similar to working capital, aims to cover the production costs of a specific harvest, such as
purchasing inputs and operational expenses. For producers enrolled in the National Support
Program for Medium Rural Producers (Pronamp), interest rates for operating and marketing
credit are set at 8% per year!®. Payment terms vary depending on the financed crop, typically

between 6 months and 2 years.

For investments, Plano Safra offers various credit lines for activities such as irrigation,
pasture recovery, and other production improvements. Interest rates for investments
range from 7% to 12% per year'®, depending on the specific program. Financing terms are

longer, reaching up to 12 years, with grace periods that vary according to the creditline.

For family farming, Plano Safra provides highly subsidised credit lines to support small-scale
agricultural activities. Interest rates have been reduced to 3% per year for basic foodstuffs
production and 2% for sustainable practices?®. These conditions aim to strengthen the

sustainable production of food by family farmers across Brazil.

With such a broad supply of credit, it seems contradictory to imagine a shortage of capital to
support the transition to sustainable agricultural practices. However, this is indeed the case,

and several reasons explain this reality. As mentioned earlier, a large portion of rural credit

18 GOVBR-Federal governmentlaunches 24/25 Safra Plan with R$400.59 billion for corporate agriculture

19 BNDES-With RS 66.5 billion, the 2024/2025 Safra Plan is the largest ever operated by the BNDES 18

20 GOVBR-Family Agriculture Safra Plan 2024/2025 generates R$29.5 billion in the first four months



https://www.gov.br/agricultura/pt-br/assuntos/noticias/governo-federal-lanca-plano-safra-24-25-com-r-400-59-bilhoes-para-agricultura-empresarial
https://agenciadenoticias.bndes.gov.br/detalhe/noticia/Com-R%24-665-bi-Plano-Safra-2024-2025-e-maior-ja-operado-pelo-BNDES/
https://www.gov.br/mda/pt-br/noticias/2024/10/plano-safra-da-agricultura-familiar-2024-2025-movimenta-r-29-5-bilhoes-nos-primeiros-quatros-meses

resources is directed toward financing conventional production, leaving only a small fraction
for initia