EXPLANATORY MEMORANDUM PREFERENTIALTRADEAGREEMENTBETWEENTHESOUTHERN AFRICAN CUSTOMS UNION (SACU) AND THE COMMON MARKET OF THE SOUTH (MERCOSUR)

A Framework Agreement committing South Africa and Brazil to work towards a Free Trade Agreement (FTA) was signed in 2000. It was later expanded to include Botswana, Lesotho, Namibia and Swaziland (SACU) and Argentina, Paraguay and Uruguay (MERCOSUR) in 2002. Negotiations commenced in December 2002 between SACU and MERCOSUR for a preferential trade agreement (PT A), which was signed on December 16, 2004 in Belo Horizonte, Brazil.

The PT A as signed in 2004, included almost 1900 product lines (approximately 900 on each side) but issues such as Rules of Origin, Sanitary and Phytosanitary (SPS) regulations, customs cooperation as well as cooperation in the auto sector could not be concluded prior to the signing of the agreement. Subsequently, the parties signed a Memorandum of Understanding committing members to further negotiate all outstanding matters.

Between 2005 and 2008, several Rounds of negotiations took place and additional 300 new product lines (combined lines) were added to the PTA. However, parties still could not reach a consensus on cooperation in the auto sector and as a result, it was agreed during the 11 tit Round, to put negotiations regarding autos on a separate track so that the PTA could be finalised. In this regard, negotiations were concluded during the 12th Round in April 2008 in Buenos Aires, Argentina.

In June 2008, the SACU Council approved that the SACU Ministers sign the SACU - MERCOSUR PTA. However, the date and venue for signing this Agreement has not been agreed upon yet but it is anticipated that it will take place before the end of this year.

South Africa has been suffering from an increasing trade deficit with Brazil and Argentina for the pa~t few years. In addition, India-Brazil-South Africa (IBSA) Heads of States have agreed on a target of US$15 billion for intra-IBSA trade by.20 10. This Agreement is viewed as one of the long term tools to pursue the target. Furthermore,

in line with the agreement between SACU, India and MERCOSUR, the conclusion of the PT As is a step towards the commencement of the IBSA Trilateral Trade Arrangement (TTA).
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