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Primary deficit of BRL 33.7 bn in May
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The consolidated public sector recorded a primary deficit of BRL 33.7 bn in May, better than our estimates (a
deficit of BRL 40.9 bn). The central government recorded a primary deficit of BRL 40.6 bn, as reported by the
Treasury (based on the revenues and expenses), worse than our expectation (a deficit of BRL 39.9 bn). According
to the Central Bank (below the line figures), the central government posted a deficit of BRL 37.4 bn.

The regional governments registered a surplus of BRL 4.5 bn, better than our call of a BRL 1.0 bn deficit. In the
past 12 months, the consolidated primary result reached 0.2% of GDP (vs. 0.0% in April), with the following
breakdown: +0.1% of GDP for the central government and +0.1% for regional governments and SOEs.

General government gross debt rose from 76.0% of GDP in April to 76.1% of GDP in May, while the public sector
net debt rose from 61.5% to 62.0% of GDP. Ex-FX swaps, 12-month accumulated nominal deficit reached 7.4% of
GDP (from 7.5% in the previous month), while and interest expenses increased to 7.6% of GDP (from 7.5%).

Our view: we see a slowdown in both revenues and expenses this year. However, while the effect on expenses
may be temporary — due to the prospect of normalization of the INSS waiting list, greater budget execution after its
approval, retroactive payment of civil servants’ readjustments and postponement of payment of court orders — the
slowdown in revenues may be more lasting. Thus, meeting the primary result target of -0.6% of GDP this year
(considering deductions and the lower limit of the official target of 0%) will depend on the government’s success in
replacing the previously expected revenue with an increase in IOF, probably via an auction of surplus oil from the
pre-salt layer, in addition to continued efforts on the agenda of other extraordinary revenues. Going forward,
structural measures to address the rigidity and high growth of mandatory expenses would bring greater credibility
to the fiscal adjustment necessary for public debt sustainability.
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Please refer to the last page of this report for important disclosures, analyst and additional information. Itai Unibanco or its subsidiaries may do or seek to do
business with companies covered in this research report. As a result, investors should be aware that the firm may have a conflict of interest that could affect
the objectivity of this report. Investors should not consider this report as the single factor in making their investment decision.
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Nominal deficit and interest expenses

Interest payments ex-FX swaps

Nominal deficit ex-FX swaps
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To access our reports and forecast visit our website:
https://www.itau.com.br/itaubba-pt/macroeconomic-analysis
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. This report has been prepared and released by the Macro Research Department of Itad Unibanco S.A. (“ltad Unibanco”). This report is not a product of the Equity
Research Department of Ital Unibanco or Itat Corretora de Valores S.A. and shall not be construed as a research report (“relatério de analise”) for the purposes of
Article 1 of the CVM Instruction NR. 20, dated 2021.

2. The exclusive purpose of this report is to provide macroeconomics information and it does not constitute and shall not be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial product, or to participate in any particular trading strategy in any jurisdiction. The information herein is believed to be
reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itad Unibanco does not make
any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a complete
statement or summary of the markets or developments referred to herein. Itad Unibanco has no obligation whatsoever to update, modify or amend this report and
inform the reader accordingly.

3. The opinions contained herein reflect exclusively the personal views of the analyst responsible for this report and were prepared independently and autonomously,
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based on the information contained herein. By accessing the material, you represent and confirm that you understand the risks related to the financial instruments
described in this material and the laws in your jurisdiction relating to the provision and sale of financial service products. You acknowledge that this material contains
proprietary information and you agree to keep this information confidential for your exclusive use.
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