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Primary deficit of BRL 80.7 bn in March

>

The consolidated public sector recorded a primary deficit of BRL 80.7 bn in March, worse than our call (a deficit of
BRL 69.2 bn). The central government recorded a primary deficit of BRL 73.8 bn, as reported by the Treasury
(based on the revenues and expenses), worse than our call (a deficit of BRL 70.2 bn). According to the Central
Bank (below the line figures), the central government posted a deficit of BRL 74,8 bn.

The regional governments registered a deficit of BRL 5.4 bn, also worse than our forecast of a BRL 2.0 bn
surplus. In the past 12 months, the consolidated primary result was 1.1% of GDP (vs. 0.4% in February), with the
following breakdown: 1.0% of GDP for the central government and 0.1% for regional governments and SOEs.

General government gross debt rose from 79.2% of GDP in February to 80.1% of GDP in March, while the public
sector net debt rose from 65.5% to 66.8% of GDP. Ex-FX swaps, 12-month accumulated nominal deficit
increased from 9.4% to 10.2% of GDP between February and March, while interest expenses increased from
9.0% to 9.1% of GDP.

Our view: revenues remain resilient in the first quarter of 2026, while expenditures continue to accelerate,
reflecting pressure from mandatory spending, higher discretionary expenditures, and the anticipation of court-
ordered debt payments (precatérios). As a result, the fiscal impulse is likely to strengthen in the second quarter,
rather than in the third quarter as we previously expected. In the month, the negative surprise can be largely
attributed to a weaker result from regional governments. We also highlight the initial impacts of the income tax
reform, with costs associated with the personal income tax exemption running at around BRL 18 billion year-to-
date and on an annualized basis, while compensations remain below BRL 1 billion. For 2026, we project a primary
deficit of 0.5% of GDP. By earmarking extraordinary revenues for potential fuel tax cuts, the government is
expected to forgo part of the cyclical fiscal improvement generated by the external shock and to prioritize
mitigating the domestic impact of the war in the Middle East.
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Deviation from Income Tax from Work vs Implied by Wage

Fiscal Impulse from Transfers Acum 12 months, % GDP
Bill (BRL mn, YTD and annualized)
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. This report has been prepared and released by the Macro Research Department of Itat Unibanco S.A. (“Itatl Unibanco”). This report is not a product of the Equity

Research Department of Itad 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.

. 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.

. 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 Itau Unibanco, Itat Corretora de Valores S.A. and any other companies within their economic group.

. 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. Itat 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.

. 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.
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