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Can BRICS+ Stack Away the U.S.?

By Matt Clark

As T have traveled the dirt roads of rural America, questions have centered on the scale and scope of
farmers have increasingly asked about the economic BRICS, whether BRICS can dethrone the U.S. dollar,
alliance known as BRICS (Brazil, Russia, India, and whether U.S. farmers can expect an impact to
China, South Africa and new entrants). Most of the agricultural exports.
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So far, the group has met annually since 2009 to align on economic policy, financial policy and, it is assumed, policy

for key international groups (like the United Nations). Recently, the group has been outspoken about creating its own

financial system and breaking further from Western economies.

BRICS+ Has a Significant Economic Impact
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THESE AREN’T ECONOMIC LIGHTWEIGHTS;
TAKE THEM SERIOUSLY

BRICS+ (the full group of members, partners,
observers and applicants) is collectively large. For
example, the combined nations in BRICS+ have a
total GDP slightly above that of the United States-
Mexico-Canada Agreement (USMCA). (Because
BRICS+ is an alliance, the USMCA is used for
comparison purposes versus its individual country
names.) Specifically, the International Monetary
Fund (IMF) estimates that the total GDP of BRICS+
was about 5% larger than that of the USMCA in 2024
and forms over 30% of global GDP.2

The IMF also projects BRICS+ to see faster growth in
GDP than the USMCA. For example, the IMF estimates
that by 2029, the BRICS+ total GDP will be 16% larger
than the USMCA’s; however, much of that growth is
dependent on China and India.2
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BRICS+ nations also make up the majority of the
global population. China and India alone make up
about 36% of the global population; adding the rest
of BRICS+ brings the calculation to nearly 64%.2 The
IMF also expects the BRICS+ population to grow in
the coming years, even though some countries such
as China and Russia have already experienced peak
population.®

The challenge for BRICS+ will be to get more than

30 nations to agree on policy and coordinate in a
frictionless manner. The difficulty of coordination is
enhanced by the fact that the countries in BRICS+ are
historically less “economically open.” For example, the
BRICS+ nations have some of the lowest scores for
economic regulations and ethics and human capital/
labor market policies.2 However, given the economic
punch that the combined power of BRICS+ can deliver,
the group should be taken seriously.
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BRICS+ Population Is Massive

Billions of People

Population

Other Applied States 7-
— Other Invited States
— Other Partner States

Other Members —
— South Africa
China
Mexico
USMCA BRICS+
Terrain

Australia
S. Korea
Japan-— ~ UK.

European
Union

Rest of
World

Sources: IMF, Terrain

Will BRICS+ Be Able to Coordinate on Policy?
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IMPLICATIONS FOR THE FARM ECONOMY: Q&A

The BRICS+ alliance has many geopolitical and
economic tentacles, but in many senses the group
itself is quite young. Consider that the five core
members have been together since 2010, significantly
less time than NAFTA (the U.S., Canada, Mexico)
(1994), the European Union (1993), and Mercosur
(South American trade bloc) (1991). Therefore,
policies, procedures and economic ties are still being
developed, and the full weight of these policies will
likely be felt further down the road.

However, when I talk to farmers, they have three
common questions that reflect near-term concerns:

Question: “Can BRICS+ dethrone the U.S. dollar as
the chief global currency?”

Answer: At various points, BRICS+ has tried to
create its own currency, but those plans appear to
be tabled.% China will likely continue to trade more
in Chinese renminbi to avoid using the U.S. dollar,
and some of the other BRICS+ countries may follow.
However, the saturation of the U.S. dollar will be
difficult to break. For example, the Federal Reserve
estimates that from 1999 to 2019, the U.S. dollar
accounted for 96% of trade in the Americas, 74% of
trade in Asia-Pacific, and 79% of trade in the rest of
the world.2

Other sources indicate that the U.S. dollar was on at
least one side of the trade in more than 90% of global
transactions, including BRICS+ countries.t As a result,
the IMF estimates that the U.S. dollar claims nearly 60%
of the composition of global foreign exchange reserves,
down from previous years but still dominant.” Therefore,
while BRICS+ may try to trade less in the U.S. dollar,

the group is unlikely to displace the U.S. dollar as the
dominant currency — especially considering the lack of a
stable currency among the group.

Question: “How much U.S. debt does the BRICS+
group own?”

Answer: The U.S. Treasury releases monthly “Major
Foreign Holders of Treasury Securities,” which
indicates that Brazil, India, China and Saudi Arabia own

about 4% of total U.S. federal debt — down significantly
from previous years. If you assume that other BRICS+
countries own half of the debt not assigned to other
major holders, the number would increase to about 6%.
So, while the dollar amounts are large, the ratio is small.

Question: “Can BRICS+ countries avoid buying U.S.
commodities?”

Answer: For agriculture, the group is still more a
consumer than a producer (hence why BRICS+ had
courted Argentina for its agricultural production).

For example, if you divide total production by total
consumption for key commodities, the balance is below
100%. Thus, in aggregate, BRICS+ is still a net importer.

In the long run, the population and consumption
dynamics could change (see Terrain’s work on long-run
global population trends). But even if BRICS+ nations

traded just among themselves, they would still need
imports, and countries that depend on Brazil would
need to look elsewhere (Europe, for example). So, while
the group will likely continue to move away from U.S.
agriculture, it is unlikely that it can completely eliminate
the need for our products and still fill export demand
outside of BRICS+.

The risk for the U.S. farmer is that BRICS+ could
encourage members to boost their own agricultural
production, chiefly Brazil. An increase in global
production would weigh on global agricultural stocks and
dampen prices. However, related factors such as a large-
scale land conversion, facility upgrades and labor force
training would push the impact into the longer term.

BRICS+ POWER STILL BUILDING

BRICS+ will continue to try to move away from
the U.S. and the West. The group has the economic
size and population base to wield global influence.
However, the influence of BRICS+ is likely to play
out over the long term due to the relative youth of
the group and lack of coordination between many
countries that are geographically and geopolitically
diverse. In the immediate term, BRICS+ is unlikely
to displace the U.S. dollar as the standard-bearer of
global currency, nor can BRICS+ produce enough
agricultural goods to be a self-sufficient trade bloc.
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BRICS+ Is Still a Net Ag Importer

Production-to-Consumption Ratio, 2-Year Moving Average
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ABOUT TERRAIN

Terrain’s expert analysts distill vast amounts of data to deliver exclusive insight and confident forecasting for a
more resilient agricultural economy. Terrain is an exclusive offering of American AgCredit, Farm Credit Services
of America and Frontier Farm Credit.

Disclaimer: While the information contained in this report is accurate to the best of our knowledge, it is presented “as is,” with no
guarantee of completeness, accuracy, or timeliness, and without warranty of any kind, express or implied. None of the contents

in this report should be considered to constitute investment, legal, accounting, tax, or other advice of any kind. In no event will
Terrain or its affiliated Associations and their respective agents and employees be liable to you or anyone else for any decision
made or action taken in reliance on the information in this report.
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