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GLOBAL: Themes for 2025

How much of Trump’s agenda on tariffs, fiscal policy and immigration will be implemented?
Will the US outperformance continue?

Is US inflation reaccelerating?

Canthe Fed still cut rates? Does it need to hike?

Europe: Can monetary and fiscal policies offset structural weaknesses and prevent the euro from
falling below parity?

China: reactive or proactive stimuli? What is needed to avoid a sharper slowdown?
Emerging markets: Generalized fragility or localized resilience?
Will the dollar strengthen further?

Geopolitical: Key events.



1. How much of Trump’s agenda on tariffs, fiscal policy and immigration will be
implemented?

We expect partial tariff increases, higher public deficits, and restrictions on illegal immigration.
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1. Tariffs: 3% of GDP in deficit (4% in goods)
Concentrated on Canada, Europe, Mexico and Asia
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1. Tariffs: we expect increases more targeted on China
We expect effective tariffs to rise from 14% to 34% in China and from 3% to 4% in Europe.

US effective tariffs: we expect a 20
p-p. increase in China
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1. Tariffs: the impact on U.S. growth is expected to be modest
The economy is relatively closed, and fundamentals remain positive.

= Therisk lies on the inflationary impact (70 bps on core inflation measures) in an economy with robust growth.
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1. Fiscal: no prospects of improvement; Trump proposals will pressure the fiscal
outlook
Nominal deficit may remain above 7.5% of GDP.

= Revenue from tariffs, at best, prevents additional deterioration.

Deficit detached from unemployment Table 1: Estimated fiscal impact of Trump fiscal proposals
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1. Fiscal: efficiency gains are possible but on a more modest scale
Saving of $1-2 trillion USD in one year (~3.5-7% of GDP) is unlikely.

= Discretionary spending, excluding defense, stands at 3.3% of GDP and are slightly above pre-pandemic levels.

= Despite most public employees not being part of the federal administration, there is some room for reduction
(personnel expenses account for 2% of GDP at the federal level).

Federal public payroll is small share of total, little
room for savings
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1. Fiscal: we expect public debt to continue rising
The 10-year Treasury yield may remain in high levels (projected at 4.50).

No stabilization of US public debt in sight
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1. Fiscal: USD is likely to remain the global reserve currency
Despite challenging fiscal and geopolitical conditions, a significant outflow of USD is unlikely.

Foreigners remain the main holders of US Treasury FX reserves are mostly USD denominated
securities 90
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1. Inmigration: foreign-born population is at the all-time high...
... But it will likely stabilize or fall

= |llegal population represents around 30% of total foreign-born population (17M out of 50M), according to CBO

estimates;
Foreign born population increased Border Apprehensions, Inadmissibles, and
recentl i
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1. Inmigration: neutral payroll could decline with restrictions
A reduced labor supply with a strong economic growth increases inflationary risk.

= Evidenceis that increased immigration has contributed to slowing wage growth and inflation.

A drop in immigration will mean a lower

Sectors with higher immigration showed
neutral payroll

lower wage growth
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2. US outperformance will continue
Which will continue to pressure the USD

= We expect US to grow 2.5% and Europe to grow 0.8% in 2025.
= We expect the EUR/USD at 1.00in 2025 (from 1.03 in the previous scenario).
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2. Above-average productivity growth is one of the drivers of US outperformance

= Changing GDP breakdown and incorporation of new technologies (US more prepared for Al adoption).
= Labor market more flexible in the US.

2 nvergen re-pandemic trend.
Conve g€ cetop €-pa demic trend Hourly labor productivity growth by main sectors
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3. Will US inflation reaccelerate?
We expect 2.5% Core PCE in 2025-2026.

Persistence s likely to continue, with no additional sources of disinflation.
= Services inflation may remain stable without pressure from accelerating wages;
= Housing inflation should remain contained.

= The mainrisk lie in goods inflation amid tariff wars and strong economy
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4. Is the Fed still able to cut rates? Will hikes be needed?

We expect the Fed to maintain the FFR stable in 2025 and 2026 at 4.50% (compared to one cut in the
previous scenario to 4.25%)

FFR pricing and forecast
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5. Europe: monetary and fiscal policies will solve the stagnation?
Tariff war could be a new shock, offsetting the monetary impulse.

Europe: tariffs could be a new shock
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5. Europe: fiscal expansion limited in Germany after elections, while France stays
with a divided government

= Germany: elections (Feb 23), favorite is CDU party; discussion is of more fiscal stimulus by adjusting the
constitutional debt-break, but there is skepticism about magnitude.

= France: (1) government is weaker since June elections and 2025 budget was not approved yet; (2) New Parliament
elections can be called in June (1year after the last one). New presidential elections only in 2027.
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5. Europe: we expect the EURUSD at parity
Broader tariff war is arisk as it may lead to economic activity deterioration and weaker FX

EUR vs Rates Diff. EUR vs Eco Uncertainty
1.30 75
-0.1
1.14 1.28 100
-0.3 | 1'13 1.25 125
. 150
- 1.23
0.5 ‘ 112 175
1.20
-0.7 200
1.10 1.18 225
-0.9 | ~ ¥ | 1.09 1.15 250
1. ‘ it )‘ 1.08 Hg 275
-1.3 | | " | « 1.07 1:08 ggg
15 | W 105 1.05 350
47 104 1.03 400
' 1.03 1.00 425
-1.9 Euro 0.98 EUR
‘ 1.02 . 450
21 \ 3Y real: EZ-US 100 0.95 Europe Eco Uncertainty 475
| ‘ 0.93 500
23 o . . . . L 099 0.90 525
L c ) c o c o) N N N N N ) ) ) )
3 08 L 08 ¥ 008 S 2 2 8 8 8 8 S B
N N 0 % IN N N N ® ©© o = T T O

Source: Haver and Itau




6. China: reactive or proactive stimulus? What is needed to prevent a sharper

deceleration?
Structural challenges persist; lack of new sources of growth

Growth model driven by manufacturing and
exports is unlikely to be sustained amid the trade
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6. China: we expect 4% GDP growth in 2025 (compared to 5% in 2024)

Stimulus measures are likely to remain reactive, focusing more on fiscal policies (infrastructure and
subsidies for consumer goods) with limited support for the real estate sector.

= Further details on the size of the stimulus may be announced at the March policy congress.

GDP: more stimulus are needed to offset shocks

(structural and tariffs)
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6. China: CNY will likely continue to depreciate; lower iron ore prices

= CNY:we expectitat 7.50 (from 7.40 previously), but there are upside risks;
= |ron ore: we expect prices at USD 85/ton (vs current prices at around USD 100/ton)

In 2018-19, each USD 1 bnin tariffs led to a 0.09% depreciation of the CNY.
With our scenario of USD 211 bn in tariffs, risk is of an even more depreciated
currency (USDCNY>8), if the PBoC does not act
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7. EMs: broad vulnerability or localized resilience?
Brazil and LatAm countries are among the most vulnerable in macroeconomic terms.

- . Vulnerability Index and FX in 2024
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8. Even stronger USD?
Currency will likely strengthen around 1% in multilateral terms with no further Fed cuts

USD REER (multilateral) model
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90.0 -2.5% 23
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82.5 *Gold stable at the current level; 3% drop in metal and agricultural commodities
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9. Geopolitics: events

Month Location Event description
Jul Sem data Japan House of Councillors (Upper House) Elections
Location Event description Fim do més China Politburo
17-A Bolivi G | Electi 1st d; 2nd d on 19-Oct
16-Jan USA Scott Bessent confirmation hearing ug © IVI_a eneral Elections (1s roun. nd round on ct)
Jan : : Aug 31-Aug Brazil Government submits 2026 Budget
AV D U (e TE 0] Sem data Global/US Jackson Hole Symposium
- USA Trump delivers State of the Union address s 8-Sep Norway Parliamentary Elections
3-Feb USA Trump submits first budget ep Sem data Italy Local Elections
3-Feb Brazil Elections for House and Senate Presidency 20-Oct Canada Parliamentary Elections
A 9-Feb Ecuador General Elections (1st round; 2nd round on 13-Apr) Oct 13-18/Oct Global IMF Annual Meetings in DC
24-Feb Ukrai Anni f Ukraine War (C fire Negotiations?) Sem data Czech Republic Parliamentary Elections
-Fe raine nniversary o raine War (Ceasefire Negotiations?
: v v I ' gotiatl 16-Nov Chile General Elections (1st round; 2nd round on 14-Dec)
28-Feb Germany New Bundestag Elections Nov . Legislative Elections (half of the House and one-third of
26-Nov Argentine the Senat
Mar Early march China National Congress (NPC) + Fiscal Announcement e Senate)
15-Apr Brazil Government submits 2026 Budget Guidelines Law
Apr 21-26/Apr Global IMF Spring Meetings in DC Location Event description
End of month China Politburo USA Immigration: Deportations and reduced entrants
12-May Philippines General Elections USA Tariffs: Implementation by executive order/national
. . . emergency/Congress
Ma 17-Ma Australia Parliamentary Elections
v y . ! I : v : ! USA Fiscal: TCJA extension
18-May Poland National Elections Europe Ukraine-Russia Ceasefire Negotiations
. . . . No date T :
) 1-Jun Mexico Extraordinary Judiciary Elections Middle East Israel offensive in Gaza and Lebanon / Iranian Nuclear
un
Sem data France Possible month for new parliamentary elections : _Program
0]] US production and Iranian exports
Taiwan Tensions with China
Korea Resignation, Impeachment, New Elections

menu

Source: Haver e Itau @



9. Geopolitics: watch for (1) oil: sanctions on Iran, but OPEC with spare capacity and
impact of tariffs are downside risks; (2) increased military spending

Brent: we expect USD 70/bbl in 2025 Defense spending could rise ahead
and 2026 6%
130 % of GDP
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40 1%  Us UK
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China Russia
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Source: Haver, Otan + Stockholm Intl Peace Institute e Itau




Global | Forecasts

2019 2020 2021 2022 2023 2024F 2025F 2026P

Current Previous Current Previous Current Previous

GDP Growth

World GDP growth - % 2.8 -2.8 6.3 3.5 3.2 3.2 3.2 3.2 3.2 3.2 3.2
USA - % 2.6 -2.2 6.1 2.5 2.9 2.8 2.8 2.5 2.5 2.5 2.5
Euro Area - % 1.6 -6.2 6.3 3.6 04 0.8 0.8 0.8 0.8 1.0 1.0
China - % 6.0 2.3 8.4 3.0 52 5.0 - 4.0 4.0 4.0 4.0

Interest rates and currencies

Fed Funds - %, eop 1.63 0.13 0.13 4.4 54 4.4 - 4.4 41 4.4 4.1

U.S. 10 Year Treasury - %, eop 2.00 0.93 1.47 3.88 3.88 4.58 - 4.50 4.25 4.50 4.25

USD/EUR - eop 1.12 1.22 1.13 1.07 1.10 1.04 - 1.00 1.03 1.00 1.03

CNY/USD - eop 7.0 6.5 6.4 6.9 71 7.3 - 7.5 7.4 7.5 7.4

DXY Index* - eop 96.4 89.9 95.7 103.5 101.3 108.5 - 1104 107.0 109.9 106.4

Source: IMF, Bloomberg and Itau

* The DXY is a leading benchmark for the international value of the U.S. dollar, measuring its performance against a basket of currencies that
includes the euro, yen, pound, Canadian dollar, Swiss franc and Swedish krona.




World

GDP (%)

Brazil

GDP (%)

BRL / USD (eop)

Monetary Policy Rate (eop,%)
IPCA (%)

Argentina

GDP (%)

ARS / USD (eop)
Reference rate (eop,%)
CPI (%)

Colombia

GDP (%)

COP / USD (eop)

Monetary Policy Rate (eop,%)
CPI (%)

Source: Itau

Compared Scenarios

Current Previous Current Previous Current Previous
3.2 3.2 3.2 3.2 3.2 3.2 3.2

Current Previous Current Previous Current Previous

3.2 3.6 3.6 2.2 2.2 1.5 20
4.86 6.18 - 5.90 5.70 5.90 5.70
1175 12.25 - 15.75 15.00 13.75 13.00

4.6 4.8 - 5.8 5.0 4.5 43

Current Previous Current Previous Current Previous

-1.6 -2.6 -3.0 4.5 4.2 3.0 3.0

809 1033 - 1220 1235 1400 1445
100.0 32.0 - 25.0 25.0 20.0 20.0
2114 1178 - 25.0 30.0 18.0 20.0

Current Previous Current Previous Current Previous

0.6 2.0 2.0 2.2 24 2.6 3.0
3855 4400 - 4400 4500 4200 4200
13.00 9.50 - 8.00 6.75 6.50 6.00

9.3 5.2 - 4.2 3.7 3.3 3.0

Latin America and Caribbean

Previous Current Previous Current Previous Current Previous
GDP (%) 2.1 2.3 2.3 2.5 2.5 2.2 2.5

Current Previous Current Previous Current Previous
GDP (%) 3.2 1.7 1.7 1.5 1.5 1.7 1.7

MXN / USD (eop) 16.97 20.8 - 21.0 21.0 21.3 21.3
Monetary Policy Rate (eop,%) 11.25 10.00 - 8.50 8.50 8.00 8.00
CPI (%) 4.7 4.2 - 3.9 3.9 3.6 3.6

Chile
2023 ] 2024 | 2025 | 2026 |

Current Previous Current Previous Current Previous
GDP (%) 0.2 2.2 2.2 1.9 1.9 2.0 2.0
CLP /USD (eop) 879 996 - 955 955 930 930
Monetary Policy Rate (eop,%) 8.25 5.00 - 5.00 4.50 4.50 4.50
CPI (%) 3.9 45 - 4.0 3.7 3.0 3.0
Peru

2023 ] 2024 [ 2025 | 2026 |
Current Previous Current Previous Current Previous
GDP (%) -0.6 2.9 2.9 2.8 2.8 3.0 3.0
PEN / USD (eop) 3.70 3.80 - 3.80 3.80 3.80 3.80
Monetary Policy Rate (eop,%) 6.75 5.00 - 4.50 4.50 4.50 4.50
CPI (%) 3.2 2.0 - 2.0 2.5 2.0 2.5




Commodities

2019 2020 2021 2022 2023 2024 2025F 2026F

Current Previous Current Previous

Brent Oil (USD/bbl)
Iron Ore (USD/tonne)
Copper (USD/tonne)
Corn (Usd/bu)

Soy (Usd/bu)

Wheat (Usd/bu)
Sugar (Usd/Ib)
Coffee (Usd/Ib)
Source: BBG, Itau
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7788
383
912
540
13
130

50
153
7788
437
1207
604
15
123
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116
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19
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8402
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1474
757
20
166

77
135
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669
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188
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9030 9500 9500
444 420 420
984 950 950
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Macro Research—Itau
Mario Mesquita — Chief Economist

To access our reports and forecast visit our website:
https://www.itau.com.br/itaubba-pt/macroeconomic-analysis

Relevant Information

1. This report has been prepared and released by the Macro Research Department of Itai Unibanco S.A. (“ltad Unibanco”). This report is not a product of the Equity
Research Department of Itau Unibanco or Itat Corretora de Valores S.A. and shall not be construed as a research report (“relatério de analise”) for the purposes
ofArticle 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 Itat 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 ltat Unibanco. Additional
information on the financial products mentioned in this report may be available upon request. Itau 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.

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.

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