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Primary deficit of BRL17.5bn in September

> The consolidated public sector recorded a primary deficit of BRL 17.5 bn in September, close to our call of BRL
17.6bn. The central government recorded a primary deficit of BRL 14.5 bn, as reported by the Treasury, better
than our expectation of BRL 15.1bn. According to the Central Bank, the central government posted a deficit of BRL
14.9 bn.

P> The regional governments registered a deficit of BRL 3.5 bn, worse than our estimate of BRL 2.5 bn. Over the past
12 months, the consolidated primary result was 0.3% of GDP (vs. 0.2% in August), with the following breakdown:
0.3% of GDP for the central government and -0.0% for regional governments and state-owned enterprises.

> General government gross debt rose from 77.5% of GDP in August to 78.1% of GDP in September, while the
public sector net debt rose from 64.2% to 64.8% of GDP. Excluding FX swaps, the 12-month accumulated nominal
deficit increased from 8.3% to 8.6% of GDP between August and September, while and interest expenses
increased from 8.1% to 8.3% of GDP.

> Our view: Revenues — especially those from to retail and corporate profits — continue to decelerate, in line with
overall economic activity, while expenditures are accelerating in the second half of the year — driven by the
payment of court-ordered debts (precatdrios), public sector wage adjustments, increased execution of
parliamentary amendments and discretionary spending. Looking ahead, we see the government on track to meet
its 2025 primary deficit target of -0.6% of GDP (considering allowable deductions and the lower bound of the
official target range at 0%), but facing a challenge of about 0.4% of GDP to meet the 2026 target. The success of
the government’s proposed fiscal adjustment strategy will crucially depend on the confirmation of extraordinary
revenues and the approval of measures in Congress
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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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6.7% 5.7% 5.0% 6.2% 3.3% 1.6% 4.6% 1.4%
6.0% 5.8% 6.4% 3.8% 4.6% 4.8% 4.5% 71% 2.7%
Tax Revenues 20.4% | 199.7 6.7% 6.2% 5.6% 6.1% 5.1% 4.0% 5.0% 4.3% 2.7%

Wage Bill 8.2% 86.1 4.6% 4.4% 5.2% 6.2% 6.8% 8.2% 3.0% 10.1% 11.3%

Consumption 5.3% 60.2 10.1%  8.5% 6.3% 0.1% -0.4% -0.4% 1.8% 1.1% -3.6%

Profits 3.7% 175 3.6%  4.9%  3.4% 25%  33% | -1.0% [ 102% 45% 0 -24.2% |

Others 3.1% 311 109% 9.1% 7.0% 20.5%  12.2% 2.1% 6.5% 1.7% -1.6%

Non tax Revenues 2.4% 16.6 -0.2% 2.3% 13.6% | -13.2% -0.2% 12.5% 0.3% 37.3% 3.4%
5.5% 5.8% 6.7% 2.4% 4.8% 5.0% 4.0% 11.1% 0.6%
6.5% 5.3% 5.7%

Mandatory Expenditures 14.3% 134.7 1.2%

Payroll 3.1% 30.7 1.6%

Social Security 8.1% 78.9 2.9%

Other Mandatory 3.1% 251 -8.7% 2.0%
Unempl. Insurance and Annual Bonus 0.7% 4.7 7.8% 2.0% 2.9% 0.4% 3.1% 0.0% -1.6%
LOAS/RMV (BPC) 1.0% 10.7 11.4% 11.1% 10.4% 9.9% 11.0% 9.0% 11.2% 9.9% 5.8%
FUNDEB 0.5% 42 22.7% 231% 20.8% 252%  23.8% 14.5% 25.2% 21.2% -0.9%
Court Order Payments 0.3% 0.4
Extraordinary Credits 0.2% 0.9 -39.4% -10.5% 8.2%

Expenditures w/ Cash Control 4.4% 52.2 -3.0% 8.4%

Mandatory w/ Cash Control 3.0% 31.0 0.2% -0.3% -2.9%
Bolsa Familia 1.3% 12.9

Discretionary 1.5% 211 -6.9%
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Core Revenues and Expenditures

Net Revenue ex roy, div and concessions 17.2% 167.3 6.3% 6.1% 5.5% 5.3% 5.0% 1.4%

Mandatory Expend. ex Court Orders and 13rd | 15.0% 156.6 2.3% 2.5% 2.5% 1.2% 3.5% 2.6%
Social Security ex Court Orders and 13rd 71% 76.3 2.0% 2.4% 2.6% 3.0% 3.6%

Expenditures with Transfers 11.1% 107.2

Heatmap based on 20 years in each line (Payroll and Expend. w/ control centered in 0%, Social Security and Assistance in 3.5%, others in 2.5%); core measures since 2016.
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Central Gov: Core revenues and mandatory expenditures

real terms
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Core Expenditures (~81% Total): Social
Security+Payroll+BPC+Unemp. Insurance (ex Court Order and
13rd wage) + FUNDEB + Mandatory w/ Cash Control

Thales Guimaraes

Mario Mesquita — Chief Economist
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Relevant Information

-

. 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,
including in relation to Itad Unibanco, Itau Corretora de Valores S.A. and any other companies within their economic group.

4. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without the prior written consent of Itat Unibanco.
Additional information on the financial products mentioned in this report may be available upon request. Itati Unibanco and/or any other company within its economic
group is not and shall not be liable for any investment decisions (or otherwise) based on the information provided herein.

5. This report was prepared by the economic research team and may include sections generated with the support of artificial intelligence tools. All content has been
reviewed and validated by the authors to ensure the accuracy and integrity of the information presented.

Additional Note: This material does not take into consideration the objectives, financial situation or specific needs of any particular client. Clients must obtain financial,
tax, legal, accounting, economic, credit and market advice on an individual basis, based on their personal characteristics and objectives, prior to making any decision
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.

SAC Itau: For inquiries, suggestions, complaints, criticisms and compliments, talk to Itad’s CSCC: 0800 728 0728. Or contact us through our portal
https://www.itau.com.br/atendimento-itau/para-voce/. If you are not satisfied with the proposed solution, please contact the Itai Corporate Ombudsman: 0800 570 0011
(on weekdays from 9 AM to 6 PM) or our PO Box 67.600, Sdo Paulo-SP, Zip Code 03162-971. Hearing impaired, every day, 24h, 0800 722 1722.




