
UNITED STATES 

SECURITIES AND EXCHANGE COMMlSSION 
WASHINGTON. D.C. 20549 

D I V I S I O N  OF 
MARKET EGblLAT I ON 

January 12 

Diego E. Parise, Esq. 
Sullivan & Crornwell 
325 Broad Street 
New York, New York 20004 

Re: Federative Repiiblic of Brazil ( “ B m z i l ’ ~  
File No.: TP 04-23 

I n  your letter dated January 12, 2004, as suppkmented by conversations with the 
staff, you request on behalf of Citigroup Global Markets, Inc. and Deutsche Bank 
Securities Inc. (together, the Underwriters) and their affiliates an exemption from Rule 
10 1 of Regulation M in connection with an offering by Brazil (Offering) of a new issue 
of U.S. dollar-denominated unsecured global bonds due 2034 (New Bonds). Specifically, 
you seek an exemption to permit the Underwriters and their affiliates to act as market 
makers in the New Bonds while participating in the distribution of the New Bonds. We 
have attached a copy of your letter to avoid reciting the facts that it presents. Unless 
otherwise noted, each defined term in this letter has the same meaning as defined in your 
letter. 

Response : 

On the basis of your representations and the facts presented, but without 
necessarily concurring in your analysis, the Commission hereby grants an exemption 
from Rule 101 to permit the Underwriters and their affiliates, in connection with their 
role as market makers, to bid for, purchase, and solicit the purchase of New Bonds during 
the applicable rcstricted period for the distribution of the New Bonds. In particular, this 
exemption is based on the facts that: Brazil is a sovereign government whose financial 
affairs are widely reported on; Brazil’s public sector external debt aggregated is 
approxiniatcty U S .  $65.6 billion in principal aniount; the market for the New Bonds is 
expected to bc highly liquid and to have considerahle depth of trading; the I.fnderwriters 
ustinjatc that approximately 10 dealers arc espccted tm rcgularIy placc bids and offers for 
the N t m  Bonds, of which app-oxinlately 5 are cxpcctcd to be continuous market rnakers: 
the Undcrtvriecss estimate that daily ptircli;ises and sales of the N a v  F<oiids by the 
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Underwriters and their affiliates will not account, on average, for more than 25% of the 
average daiIy trading volume in the New Bonds; the New Bonds are expected to trade 
primarily on the basis of a spread to the United States Treasury security with a 
corresponding maturity, in a manner similar to trading in investnient grade debt securities; 
bid and ask prices for the New Bonds in the OTC market are expected to be widely 
available, via display on interdealer broker screens on TeIerate, Reuters and Bloomberg 
electronic information services; the New Bonds are expected to be rated €3-+- by Standard 
& Poor’s Corporation and B2 by Moody’s Investor Services, Inc.; and the Offering will 
be made pursuant to Brazil’s effective shelf registration statement filed with the 
Commission under the Securities Act of 1933. This exemption is subject to the following 
conditions: 

1 .  The Underwriters shall provide to the Division of Market Regulation 
(Division), upon request, a daily time-sequenced schedule of all 
transactions in the New Bonds made during the period commencing five 
business days nrior to the n r i c i n ~  o f  the Offerina, and ~nd ia l t r  \lrhrn khr 
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transact ion -b y- transac t i on basis, including : 

a. 
b. 

c. 

size, broker (if any), time of execution, and price of transaction; 
the exchange, quotation system, or other facility through which the 
transactions occurred; and 
whether the transactions were made for a customer account or a 
proprietary account. 

The records required pursuant to this exemption shalt be maintained by the 
Underwriters for at least two years from the date of the termination of the 
Offering. 

2. The prospectus supplement for the Offering shall disclose that the 
Underwriters and certain affiliates have been exempted, consistent with 
this letter, from the provisions of Rule 101. 

The foregoing exemption from Rule 10  1 is based solely un your representations 
and the facts presented, and it  is strictly limited to the application afthis rule to the 
proposed transaction. Such transactions should be discontinued, pending presentation of 
the facts for our consideration, if any material change occurs with respect to any of those 
facts or representations. 

In addition, persons relying on this cscmptioii are directed ta the anti-fiaud and 
ax1 ti - II 1 ai 1 i p 11 I at i o 11 p rov i s i on s o f  tho fed era 1 s e c 11 ri ti  es I aw s , i nc I 11 ci i 11 g S tzc t i o ns 9 ( a) arid 
1 O(b) of the Exchange Act, and Rule 1 Ob-5 tliereunder. Responsibility for ccimpliance 
\Tit11 thcsc a11d any other provisions of the fecicral or state securities laws niust rest with 
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the Underwriters and their affiliates. 'The Division expresses no view with respect to any 
other questions that the proposed transactions may raise, including, but not limited to, the 
adequacy of disclosure concerning, and the applicability of other federal and state laws or 
Exchange Rules to, the proposed transactions. 

For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority, 

James A. Brigagliano 
Assist ant Director 


	
	
	
	
	
	
	
	



