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Primary deficit of BRL66.6bn in July

> The consolidated public sector recorded a primary deficit of BRL 66.6 bn in July, worse than our estimate of BRL
60.2 bn. The central government recorded a primary deficit of BRL 59.1 bn, as reported by the Treasury, worse
than our projection of BRL 56.7 bn. According to the Central Bank, the central government posted a deficit of BRL
56.4 bn. In addition to the elevated payment of court-ordered debts (precatdrios) during the month, a notable
development was the double-digit growth in BPC, partially offset by, limited growth in social security (due to a
higher INSS waiting list), under-execution of discretionary expenditures (due to delayed budget approval), and a
significant reduction in the number of Bolsa Familia beneficiaries.

> The regional governments registered a deficit of BRL 8.1 bn in the month, worse than our forecast of BRL 3 bn.
Over the past 12 months, the consolidated primary result shifted from a surplus of 0.2% of GDP in June to a deficit
of 0.2% of GDP in July, with the following breakdown: -0.3% of GDP for the central government and +0.1% for
regional governments and state-owned enterprises.

> General government gross debt rose from 76.6% of GDP in June to 77.6% in July, while public sector net debt
increased from 62.9% to 63.7% of GDP. Excluding FX swaps, the 12-month accumulated nominal deficit rose
from 7.6% to 8.2% of GDP between June and July, while interest expenses increased from 7.7% to 8.0% of GDP.

> Our view: Revenues remain resilient despite signs of a slowdown in economic activity, while mandatory
expenditures — excluding seasonal factors — continue to exceed the fiscal framework's spending cap. We see the
government on track to meet its primary deficit target of -0.6% of GDP this year, considering allowable deductions
and the lower bound of the official target range (0%). Toward year-end, it will be important to monitor how the
government addresses the necessary fiscal adjustment — estimated at around 0.5% of GDP — to meet the 2026
target. In the annual budget bill (PLOA) to be submitted today, the government is expected to include uncertain
revenue sources and is unlikely to propose new measures to curb mandatory spending, which we consider
essential to enhance credibility in the pursuit of public debt sustainability.

Primary result of the central government, seasonal profile Primary result of regional governments, seasonal profile

1.1 1.2
0.8 % annual GDP % annual GDP
0.6 111 2025
0.4 0.0| 2024
0.1 2022
0.1 0.8 Median 2012-2021
-0.4 0.7
_06 ®
-0.8 0.5
-1 ) 0.4
-1.3| 2025
~1.6| 2024 0.3 /Xr
~1.8/ 5022 0.1
-2.1| Median 2012-2021 .
-2.3 0.0
1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12

Source: STN, ltau Source: BCB, Itau

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.



Macro Brazil | August 29,2025

Nominal deficit and interest expenses Public debt
14 | % GDP % GDP
12
10 80
8 70
6
60
4
2 50
0 Interest payments ex-FX swaps eneral government gross debt ex-reserves
Nominal deficit ex-FX swaps 40 General government gross debt
-9 Nominal deficit Public sector net debt
TSOESE0STWVWEPZSS P00 SO0OE0gLSLE TP ZSSPTPEZ0O=Z0C
2288588825558 358 ¢ 2258388825552 898 ¢
523338V 5233320 BRRBIRRT
Source: BCB, ltau Source: BCB, ltau

Central Gov Primary Balance

Jul-25 | May-25 Jun-25

Jul-25

Real Growth
3mma YoY

May-25
4.7%

Jun-25 Jul-25 | May-25 Jun-25 Jul-25
5.5% 6.0% 1.7% 6.6%

4.0% 3.9% 3.8% 4.7% 2.1%

Primary Balance

Core Revenues and Expenditures
Net Revenue ex roy, div and concessions
Mandatory Expend. ex Court Orders and 13rd

Social Security ex Court Orders and 13rd
Expenditures with Transfers

6.9%
2.6%

6.9%
2.8%
2.2%

6.3%
2.3%
2.0%

71%
11.1%

76.8
131.4

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.

Tax Revenues 7.4% 7.3% 6.7% 4.9% 5.4% 6.1% 7.5% 5.8% 5.0%
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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

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

Our reports in your cell
phone, with videos
and comments from

our renowned experts.

Download now on the
App Store or Google Play



https://www.itau.com.br/itaubba-pt/macroeconomic-analysis

| August 29, 2025

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
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