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Three points...

Political scenarios are uncertain... }

But the economy is doing well in the short run despite the fiscal
challenge...

Business opportunities are numerous despite the political
uncertainties and the economic challenges...
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POLITICAL SCENARIOS ARE UNCERTAIN...



It is premature to derive conclusions from the present polls...

Intention to vote for president 2018 — 1st round (Datafolha Survey)

Scenario with Lula

Candidate/Party

Lula (PT)

Jair Bolsonaro (PSC)
Geraldo Alckmin (PSDB)
Ciro Gomes (PDT)
Joaquim Barbosa (no party)
Others

None/Don't know

Source: Datafolha
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Scenario without Lula

Candidate/Party

Jair Bolsonaro (PSC)

Ciro Gomes (PDT)

Geraldo Alckmin (PSDB)
Joaquim Barbosa (no party)
Others

None/Don't know

Support for

30-Nov

economic reforms

Uncertain
No
Yes

Uncertain

21
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10
38

30-Jan
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12
11
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2nd round still show Lula’s advantage in the main scenarios...
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But support for Lula’s candidate has fallen ...

Source: Datafolha
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Key questions remain...

Will Lula be a candidate?

Who will be the main center candidate? Will he/she be competitive?

Will it be the economy, stupid?
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The campaing period will be short and atypical...

April 2nd August 15th October 7th
Deadline for Deadline for 1st round of
candidate to June 14 - July 15 parties to register elections
register in a party Soccer World Cup their candidates
April 7th July 20— Aug5 16 October
. August 16 —
Deadline for Party conventions S 28th
. e September 30

desincompatibility of for definition the . ] 2nd round
future candidates candidates Election campaign of elections

who has a public job
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Despite the uncertainties and institucional challenges, there has been improvement in governance both in the
public and in the private sector...

Corporate programs of compliance have become frequent

New law for state enterprises

Major state companies are improving their governance policies
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THE ECONOMY IS DOING WELL IN THE SHORT RUN DESPITE THE
FISCAL CHALLENGE IN THE MEDIUM RUN...



The external sector has helped the recovery. Expectations are more optimistic for developed and

emerging countries...
Estimate
2016 2017

World Output 3.2 3.7
Advanced Economies 1.7 2.3
United States 1.5 2.3
Euro Area 1.8 2.4
Japan 0.9 1.8
United Kingdom 1.9 1.7

Source: World Economic Outlook (IMF)

IMF Forecast (World Economic Outlook — Jan/18)

Projections

2018

3.9

2.3
2.7
2.2
1.2
1.5

2019

3.9

2.2
2.5
2
0.9
1.5

Emerging Market and Developing
Economies
Commonwealth of Independent
States
Emerging and Developing Asia
China
India
Emerging and Developing Europe

Latin America and the Caribbean

Estimate
2016 2017
4.4 4.7
0.4 2.2
6.4 6.5
6.7 6.8
7.1 6.7
3.2 5.2
-0.7 1.3

Projections

2018

4.9

2.2
6.5
6.6
7.4
4

1.9
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2019

2.1
6.6
6.4
7.8
3.8

2.6



D

.
-

S0 @

-
i
4

A

Country Risk (Embi+) — February 16, 2018

Poland

Peru
Uruguay
Russia
Indonesia
Colombia
Mexico
South Africa
Brazil
Turkey

Egypt
Argentina

Source: Ambito.com
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Despite the recent volatility, high liquidity and global growth boosted emerging market assets and
commodity prices...

Brazilian Terms of Trade
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After the worst recession in the Brazilian history, the challenge is to transform recovery in sustainable

growth...

FHC
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Confidence indexes and financial assets have improved...

Confidence Indexes (FGV)
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Source: Fundagdo Getulio Vargas and Brazil Central Bank
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Temperature of the economy: Economic Activity Diffusion Index of GO Associados confirms the on going
recovery...
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Future behavior of the economy: Financial Conditions Index (FCI- GO) goes in the same direction...

Financial conditions
are expansionary

AN . ) Average of

{ vV P// the period

Financial conditions
are contracionary

Recessions defined by Brazilian
Economic Cycle Dating Committee

Source: GO Associados

8 financial series:

External Data

* USA Treasury 10 year;

* Volatility Index (VIX);
Index of metallic commodities
prices from BCB (in USS);

Internal Data
Real Ibovespa index;
* Country risk (Embi+);
* Exchange Rate (RS/USS);
* Real interest rate;
* Yield curve inclination (1
year);
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Labour market has shown a gradual recovery...

Monthly evolution of unemployment rate — original and
seazonal adjustment
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Monetary policy will continue expansionary throughout the year ...

Selic interest rate (Monetary Policy) and real interest rate (% per year)
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Household’s debt has been falling and credit concessions have shown signs of recovery...

Debt and families commitment to the debt payment (%)
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Debt/Income Income commitment

Source: Brazilian Central Bank.

Fraction of income to pay service
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External accounts are in very comfortable situation. This is important to mitigate external volatility...

Current account deficit and Foreign Direct Investment (FDI) - (% of GDP)

5.0% Trade Balance in 2017 was
4.5% record: USS 68 billion and
4.0% should continue in a high
0, . .
3-3% 3.5% level in 2018 (USS$ 55 bi)
3.0%
2.5%
2.0% Factors that support a good
1.5% scenario for exports:
1.0%
0.5% 0.5% Higher global economic growth;
0.0% - Recovery of South America
E E E E E 3 E E E E E 3 g 3 E E E E economy (espgcially Arge.nFina)
> S5 3 553 S5 35S %5355 3 S 5 - Improvement in commodities
= 0 Y% =0 Y% =0 Y% =0 % =0 % =0 .
prices
FDI (% GDP) Current Account Deficit (% GDP) - Good agricultural supply

Source: Brazilian Central Bank associados



However, the fiscal scenario remains critical, mainly due to the Social Security deficit...
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2016 2017
R$ mi % GDP R$ mi % GDP |
Primary Balance -155 791 -2.5% -110 583 -1.7%
Federal Lewel -160 309 -2.6% -119 394 -1.8%
Federal government -8 767 -0.1% 64 761 1.0%
Central Bank -972 0.0% - 699 0.0%
Social Security System -149 734 -2.4% -182 442 -2.8%
Federal Companies - 836 0.0% - 952 0.0%
Regional Level 4519 0.1% 8 812 0.1%
Interest expenses -407 024 -6.5% - 400 826 -6.1%
Overall Fiscal Balance -562 815 -9.0% -511 408 -7.8%
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Primary surplus and a stable debt level can be expected only in the next decade, considering that
the Expenses Limit Rule will be respected over the next 20 years...

Mid-term projections for the Primary Fiscal Balance (% GDP) Gross Debt (% GDP)
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Investment in infrastructure will be key to transform recovery in sustainable growth...

@

Input-Output Methodology

\
[ \.
RS435 b 8.3 mi RS28 bi RS73.6 bi
GDP Employment Tax collections Wages
Source: Input-Output Matrix of IBGE. It is considered that all the investments would be allocated in the civil construction sector, values in reais m

of 2009. associados
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BUSINESS OPPORTUNITIES ARE NUMEROUS DESPITE THE
POLITICAL UNCERTAINTIES AND THE ECONOMIC CHALLENGES...



Lack of infrastructure is a tragedy as well as a business opportunity...

Ranking of Infrastructure Quality — 137 countries

1
- 3 4 5
I I I I I 108 109 110 111

[N N w I (9 9}

Level from O to 7, 7 being the highest
o

Switzerland Singapore HOng United Netherlands Brazil  Colombia  Costa Rica Peru
Kong Arab
Emirates

Source: World Economic Forum (2017) m
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In the last few years, the investment barely covered the depreciation costs...

Total infrastructure expenses, 2000-2013 (% GDP)

China T .62
India I .79

Russia I .16

Chile I .27

South Africa NN .01
Indonesia T .17

Peru I .06
Colombia KT
Brazil I - .os
Argentina I 177
Mexico I 120
0 1 2 3 4 3 ] 7 a8 9
Source: Banco Mundial — Back to Planning: How to Close Brazil’s gap in Infrastructure in Times of Austerity m
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There is a huge gap in the Brazilian water and sewage sector...

Water supply & distribution, Sewage service & treatment — 2015/16
100,00 99,00
92,00
90,00 83,30 86,00

83,30 |
51,92
\ 44,92
38,05 42,70
36,70
I 31,00

80,00
70,00
60,00
50,00
40,00

30,00 I

Water Access Distribution Losses Sewage Collection Sewage Treatment

20,00

B 2015 ® 2016 Plansab target

Source: SNIS e Plansab m

associados



Nearly 80% of Brazilian highway network is not paved...

Total of

highways
1,720,756 km

Unpaved
highways

1,351,979 km
78.6%

Paved

highways
211,468 km
12.3%

Federal

highways
64,895 km

30.7%

Source: Pesquisa CNT de Rodovias — Relatério Gerencial - 2016

Municipal

highways
26,826 km

12.7%

State highways

119,747 km
56.6%

Planned

highways
157,309 km
9.1%
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Brazil's port terminals are inefficient and mismanaged...

- Bureaucracy
« Over capacity
- Poor highway and railway infrastructure

- High costs: cargo handling, bureaucracy, and
demurrage

- Storage deficiencies

- Poor and inefficient management by the
public sector.

Source: Pesquisa realizada pelo Instituto (ILOS, 2012). Foto: Adriano Lima/Brazil Photo Press/Estaddo Contetdo e reciAd oS



Pipeline for the PPl program for 2018...

There is no legal discussion

Sha“:: ?;r:tlon 2018 Q2 US$ 445 mi Low or state bureaucracy
g resistence

Pre-Sal 4th Round Oil & Gas

The environmental licensing
process is complex and also

EF-140 rail MT/PA - . mmom . . .
0 rai way~ / Railway Co 9 2018 Q2 To be defined Moderate involves the interests of
Ferrograo concession . e
indigenous communities in
the region.

Legal framework is under
discussion and there is a

Privatization 2018/2019 Under Study High high resistence among left-

Eletrobras Energy
parties and state
bureaucracies
BR-116 RJ/SP Road Rio de Commom UIiTEIE 6 [ Ve el EeEs o
. - Roads . 2018 Q4 To be defined Low or state bureaucracy
Janeiro to S3ao Paulo concession . D
resistence
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There are other projects in the PPI pipeline for 2018 in highways...

R
: ..\ 3 :
0/' _
co®
M
<L ?Y.'.' |
(5 s
Highway !
Concessions 6

1) BR 364 — Porto Velho (RO)/ Comodoro (MT)

2) BR 153 — Alianca do Tocantins (TO) / Anapolis

(GO)

3) BR 040 — Juiz de Fora (RJ) / Rio de Janeiro (RJ)

4) BR 116 — Além Paraiba (RJ) / BR 040

5) BR 116 — Rio de Janeiro (RJ) / S3o Paulo (SP)

6) BR 101 — Paulo Lopes (SC) / Sdo Jodo do Sul (SC)
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In Railway...

= 1) Railway East West Integration (Fiol, in portuguese)

Railway Concession
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And in regional airports...

Regional Airports
Concessions

LEIOE 2L

Piloto Oswaldo Marqgues Dias — Alta Floresta (MT)
Presidente Jodao Batista Figueiredo — Sinop (MT)
Marechal Rondon — Varzea Grande (MT)

Barra do Garcas — Barra do Garcas (MT)
Rondondpolis — Rondondpolis (MT)

Orlando Bezerra de Menezes — Juazeiro do Norte (CE)
Presidente Jodao Suassuna — Campina Grande (PB)
Presidente Casto Pinto — Jodao Pessoa (PE)
Gilberto Freyre — Recife (PE)

Zumbi dos Palmares — Maceid (AL)

Santa Maria — Aracaju (SE)

Eurico de A. Salles — Vitdria (ES)

Macaé — Macaé (RJ)
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Besides the federal projects, there are important state and city projects...

Project

Conceding Power

Sector

SP

SP

SP

SP

RS

ES

Line 08 (Diamond) and 09 (Emerald) of
Metropolitan Trains

Public Supply Warehouse of Sao Paulo

Anhembi — Exhibition and Convention Center

Interlagos Motorsport Circuit

Metropolitan Region of Porto Alegre - Corsan

Guarapari and Funddo/ Cariacica and Viana —
Cesan

State Company

State Company

Municipal Company

Municipal Company

State Company

State Company

Urban mobility

Agriculture and Food
Supply

Convention Center
Motorsport Circuit

Water & Sanitation

Water & Sanitation
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Public private partnerships are present in several sectors...

120
100
80 47

60 38

B Contracted partnership M Structuring Partnership Partnership Intent
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Congress Members prefer PPP model rather than privatization...

Factual Informacgao Survey with 190 deputies
Question: How do you evaluate these two models for the economic development of Brazil? Answers between 0 and
10 (from nothing important to very important)

8

7

7.3

m Average Rate

Public Private Partnership
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GO Associados’ forecast for 2018-19...

GDP growth (%) 1.1* 3.2 25
Industrial Production 25 55 40
Unemplyment rate (% average of the year) 12.7 12.0 11.1
Job formal creation (in thousands) -20.8 +980.0+980.0
Fiscal Primary Balance (% GDP) -1.7% -1.5% -1.1%
Gross Debt (% GDP) 74.0% 74.0% 75.5%
CPI (% acum. in year) 29 40 4725
Selic Rate — monetary policy (% end of period) 70 65 80
Exchange Rate (RS/USS - end of period) 3.31 3.20 3.25
Current Account (USS bi) 9.8 -240 -32.0

- foreces! (= e
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Reminding the three points...

Political scenarios are uncertain... }

But the economy is doing well in the short run despite the fiscal
challenge in medium run...

Business opportunities are numerous despite the political
uncertainties and the economic challenges...
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GO BRAZIL

HEWSLETTER ON BRATILIAN POLITICS AND ECONOMICS

BRAZIL PRIVATIZATION CONTEXT
LEDMARDD BARRETD
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CONOMY CONTINUES TO RECOVER
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INFRASTRUCTURE AMALYSIS

THERE ARE STILL 19 IPP INFRASTRUCTURE PROJECTS

TO BEAUCTIONED IN 2017

In & s ceer @ peer asd onfy with Bess Couscl mestngs, 54 over
148 PP projects wens coscloded. The program was crasied in order
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irports, ol and gam, ports, misisg, among ofhen
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Thase nembens ischude confrac! conommoss, renewas, articpeied
etk and pevaticetorn. Thees are w8l 10 projects i Be pipeiies
for 2017 ard 21 more iz be poblic soiced. Among the naxt sxpecisd
moctors we e port emines, 11 ko of esergy Hermmision
installatios and the pevatcston of the Cairs Ecosérmics fadersl bark
Ioary (Loter]
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FACTURL INFORMACAD E ANALISE AND GD ASSOCIADOS OFFER ON DEMAND STUDIES WITH MORE POLITICAL AND
ECDNOMIC DETAILS ON EACH ONE OF THE INFRASTRUCTURE INVESTMENT PROJECTS IM BRATIL.

FACTUAL |NFCIRH#|;EU E AMALISE GO ASSOCIADOS

conistokFectslanabeecom br mnistooraracmdos cam br

ERASILIA DFFICE A0 ERULD DFFICE MACEN OFFICE

BEN 0T - Exlerade Susnes bakding, fioom 413 Hungrie Strest, n® 574 - 18 fioor - 152 Estudacis Ubrscy Morberls Josrsso de
Evasiie, DF - Brach B Pk, 8P - Brasd Frtas Swm, n* 1003 —Stita bt - Giaterta 148
Pt code: PEFILETD Poutal Gode: OH4S2-000 Macale, AL - et

Phora number. #35 (81) 3T10:700

Poutsl Coda: SPOE-TA0

Phone susber. 35 {11) 3030-85

Paone number: +55 (52 30084 158

More information will be available weekly in GO Brazil Newsletter. Sign in for receiving TWO FREE ISSUES
of GO Brazil...
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Endereco — Sdo Paulo (SP) Endereco — Maceid (AL) Endereco — Rio de Janeiro (RJ)
Rua Hungria, 574, 18° andar —cj. 182 Rua Estudante Norberto Juazeiro de Farias, 193, Avenida Rio Branco, 99, 9° andar —
Jardim Europa Loteamento Stella Maris, Jatilca CEP: 20040-004

http://www.goassociados.com.br



