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Excessively used, the term “globalization”, credited for having been coined by the Harvard
Business School professor Theodore Levitt, may now be deemed as a cliché. Nevertheless,
the downfall of multinationals and the rise of global corporations — as conveyed by professor
Levitt — is fundamental to understanding the exchange market in Brazil and the need to
simplify it.

The market for international exchange transactions (essentially entailing the sale of foreign
currency in return for its equivalent in national currency, or vice-versa) is undeniably
significant with focused governmental attention directed to controlling the economy and the
balance of payments.

The foundations to the Brazilian exchange market were laid on September 3, 1962, by Law
No. 4.131 — a law still in force today. At the time, the Brazilian economy was regulated by
protectionist policies and few exchange operations were allowed.

In 1988, two exchange rate markets were established in Brazil: (i) the free exchange rate
market, which allowed foreign exchange operations for financial transactions, import and
export finance agreements and several other specific transactions; and the (ii) the floating
exchange rate market, created to stint the growth of black market exchange transactions,
which provided the possibility for a broader range of transactions, such as the transfer of
money to and from Brazil through accounts in local currency held by foreign banks (the so-
called “CC5 accounts”).

In the years following, new regulation was needed. As previously regulated, the Brazilian
exchange market was no longer adequate to the transactions taking place.

In early 2000, to attract more foreign investment in the Brazilian financial and capital markets,
the Brazilian National Monetary Council (CMN) introduced Resolution No. 2.689, which
provided the framework to which foreign investment-related exchange transactions should
adhere. It was only in 2005, however, that the CMN once again unified the exchange market,
via Resolution No. 3.265, dated March 4 of that year, which introduced numerous other
changes towards foreign exchange rule simplification.

In 2006, Brazilian exporters were finally allowed to keep their export proceeds abroad, as a
prohibition on this practice that had existed since 1933 was revoked.
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