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Foreword

Brazil has overcome the turbulent international 2008/ 2009 economic scenario
and international crisis stronger and more attractive. Brazil is the first Latin
American country and, probably one of the first countries worldwide, to emerge
from the international recession context.

Albeit the global environment remains difficult and the export sector therefore
continues to struggle - also as a result of a strongly appreciated real - the size of
Brazil (2009 GDP estimated at US$1.6 trillion) and the strength of its domestic
demand (60% of the GDP) has propelled the economy to the start of a recovery.

A high degree of diversification of its economy and trading partners, as well as a
solid financial system — leveraged by active regulators and Central Bank, have
also helped to mitigate the effect of the crisis in Brazil.

The economic impact of the global financial crisis and demand downturn

has been less severe for Brazil then for the USA, Europe and Asia. This is a
consequence of successful long term combined public and private effort to
growth. A combination of factors such as more than fifteen years of political
stability, search for fiscal discipline, strong international reserves, solid
macroeconomic indicators (based on a strong focus on inflation control) and
strengthening of the middle class consumption power led Brazil to this position.

Also, it need to be said that the government reacted quite promptly with the
implemetation of anticyclical measures to sustain consumption level of durable
goods and credit flow, particullary for the automotive and construction industries
and for households. These measures contributed to lower unemployment rate
and for economy recovery.

One year after Lehman Brother’s bankruptcy, the start of the international
financial crisis, the public awareness grows that Brazil was one of the most
successful countries in fighting the crisis. While most of the countries recovered
slowly, Brazil appears to be one of the first countries to leave the crisis behind.

Financial and strategic investors are seeing these opportunities and know they
have to be in Brazil. Cross border merger and acquisitions and strong capital
markets will play an important role.

Brazil was selected as the venue for soccer’s 2014 World Cup. Rio de Janeiro
was voted to host the 2016 Olympics. Long term strategies and investments
(including pre-salt oil exploration opportunities) are now on top of the agenda.
Indeed, Brazil is a tremendous potential economic powerhouse.

The country’s social and economic unbalanced income distribution are also being
addressed. The government has made significant progress in attacking poverty.
This effort is expected to bring results in the medium & long term. Some regions,
namely the northeast, now have the challenge to reach out to opportunities that are
already available for the rest of the country.

Brazil deserves close attention while its preparing itself for the future. The country
has huge infrastructure demands, and a need for further public and private
investment in education and healthcare. Top priorities on the government’s
agenda should include structural tax reforms and tight control on government
expenses to spur the country’s economic growth.

PricewaterhouseCoopers is teaming up with the country and its leadership to
explore these opportunities. The material presented herein aims to provide the
reader with new insights supported by historical statistical data, of why Brazil has
performed such way during the crisis, and the implications on the Mergers and

Acquisitions market. It presents the country’s “response to the crisis”.



Macroeconomics

Brazil endured a relatively short economic recession in 2009, while the developed
world is experiencing a wider, harder and longer one. Economic growth already
re-bounced in Q2 2009 with 1.9% GDP growth on a quarterly basis, after two
consecutive quarters of contraction.

The Government’s anticyclical economic stimulus package, that was promptly
implemented by regulators and the Central bank, reduced the impact of the
liquidity crunch and its potentially damaging results.

After experiencing a five year period (2003 to 2008) of vigorous economic growth
and an improvement of macroeconomic fundamentals, Brazil acquired the ability
to implement financial and economic stimulus policies to fight crises.

Expansion of the monetary policy through reduction of compulsory reserve and
interest rates as well as the implementation of an aggressive economic stimulus
policy involving tax reductions, (reducing taxes on Industrial Products (IPI) such
as automobiles, trucks, building construction materials, kitchen appliances

and capital goods, among other products), tax refinancing programs (REFIS),
expansion of public investments, housing (“Programa Minha Casa Minha Vida”)
and agriculture programs (“Plano Safra”) and active credit expansion to public
and private banks are showing results.

Brazil’s recovery was founded on a range of stimulus measures designed

to stimulate internal consumption. Credit also has played an important role

and achieved some 45% of GDP in 2009. Brazil has created new jobs and
unemployment rates have gone down. Public retail sales data indicate consumer
spending is recovering.




Did you know?

Brazil has the fifth largest population after China, India, the United States and
Indonesia.

Its largest city is S&o Paulo, with some 11 million people in the city and 18
million in the whole Sao Paulo metropolitan area; 20 other metropolitan areas
in the country have more than 1 million inhabitants.

Population:

+ ¢.190 million people (5™ largest population
in the world):
» 70% of the people are concentrated in the Southeast and Northeast
regions.
* 80% of the population live in the urban area.
+ 30% of the population lives in the ten largest cities.

2008 GDP contribution:

* 30% - agriculture and agribusinesses.
* 40% - industrial activity.

* 30% - banking and services.

Primary economic sectors: agriculture, automotive, utilities, transport, industrial
products, mining and energy.

Brazil trades regularly with over one hundred nations, with 74% of exports
represented by manufactured or semi manufactured goods. Its main partners
are:

» EEC (representing 26% of the balance).

+ US (24%).

* Mercosul/ Latin America (21%).

+ Asia (12%).

Brazil became Investment Grade in 2008/2009 (S&P, Moodys and Fitch). This
has attracted long-term investors, particularly big endowments, pension funds,
and insurance companies.

BM&F BOVESPA is the world’s third largest Stock and Futures exchange in
terms of market capitalization.

A new corporate law introduced in the beginning of 2008 is converting local
GAAP towards IFRS.
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2009 2008 2007 2006 2005 2004 2003

GDP (US$ billion)@® 1426.7 1573.0 1334.0 1089.0 882.0 664.0 554.0
Real GDP growth

(% per year) 1.1) 5.1 5.7 4.0 3.2 5.7 1.1
Unemployment rate

(% of labor force) Nov7 4 6.8 75 10.0 99 M5 124
General price index -

IGP-DI (% per year) (1.4) 9.1 7.9 3.8 1.2 121 7.7
Consumer price index -

IPCA (% per year) 4.3 5.9 4.5 3.1 5.7 7.6 9.3
Exchange rate at

year's end (R$/US$) 1.75 239 178 218 244 293 3.08
Exchange rate change

(% per year) (25.3) 341 (16.9) (5.9) (15.8) (7.1) (19.3)
Public sector deficit

(% of GDP) (Nov3 2 2.0 2.7 5.2 6.6 23 4.6
Public sector debt

(% of GDP) (Novi43.0 388 439 459 480 482 535
(in US$ billion)

Goods export 153.0 1979 1606 1378 1185 96.7 73.1
Goods import 1276 173.0 1206 914 736 62.8 483
Trade balance 253 25.0 400 465 449 338 2438

Current-account balance  ©*?(11.9)  (28.3) 15 136 140 117 4.1
International reserves 2391 206.8 180.3 85.8 53.8 529 493
Foreign direct investment® Nv20.9 450 346 188 151 181 10.1

Total foreign debt Nov283.6 2629 2405 1994 188.0 220.2 2354

(M 2009 figures are based on the last published data.
@ At the year-average exchange rate. IBGE
® Including intercompany loans.



Sao Paulo - SP

Av. Francisco Matarazzo, 1400
05001-903 - Sao Paulo/SP
Torre Torino - Agua Branca
Telephone: (55-11) 3674-2000

Belo Horizonte - MG

Rua dos Inconfidentes, 1190 - 9°
30140-120 - Belo Horizonte/MG
Telephone: (55-31) 3269-1500
Facsimile: (55-31) 3261-6950

Brasilia - DF

SHS - Quadra 6 - Conj. A - Bloco C
Edificio Business Center Tower
Salas 801 a 811

70322-915 - Brasilia/DF
Telephone: (55-61) 2196-1800
Facsimile: (55-61) 2196-1820

Campinas - SP

Edificio Hannover Tower

Av. José de Souza Campos, 243 10°
13025-320 - Campinas/SP
Telephone: (55-19) 3794-5400
Facsimile: (55-19) 3794-5454

Caxias do Sul - RS

Rua Os 18 do Forte, 1256 - Sala 11
95020-471 - Caxias do Sul/RS
Telephone: (55-54) 3202-1466
Facsimile: (55-54) 3225-6789

Curitiba - PR

Curitiba Trade Center

Al. Dr. Carlos de Carvalho, 417 - 10°
80410-180 - Curitiba/PR

Telephone: (55-41) 3883-1600
Facsimile: (55-41) 3222-6514

pwc.com/br
contato.mkt@br.pwc.com

Joinville - SC

Rua Alexandre Dohler, 129 - 6°
Salas 605, 606 and 607
89201-260 - Joinville/SC
Telephone: (55-47) 3422-7848
Facsimile: (55-47) 3422-6771

Manaus - AM

Av. Djalma Batista 3.694
Centro Empresarial Art Center
Bloco 01, Loja 05

69050-010 - Manaus/AM
Telephone: (55-92) 3236-8873
Facsimile: (55-92) 3634-5080

Porto Alegre - RS

Edificio Madison Center

Rua Mostardeiro, 800 8° and 9°
90430-000 - Porto Alegre/RS
Telephone: (55-51) 3378-1700
Facsimile: (55-51) 3328-1609

Recife - PE

Edificio Empresarial Center

Rua Padre Carapuceiro, 733 - 8°
51020-280 - Recife/PE
Telephone: (55-81) 3465-8688
Facsimile: (55-81) 3465-1063

Ribeirao Preto - SP

Ed. Metropolitan Business Center
Av. Antonio Diederichsen, 400 -
21° and 22°

14020-250 - Ribeirdo Preto/SP
Telephone: (55-16) 2133-6600
Facsimile: (55-16) 2133-6685

Ribeirao Preto - SP | Outsourcing
Rua Rui Barbosa, 1145 - 12°
14015-120 - Ribeirdo Preto/SP
Telephone: (55-16) 3635-4303
Facsimile: (55-16) 3632-4424

Rio de Janeiro - RJ

Rua da Candelaria, 65 - Centro
20091-020 - Rio de Janeiro/RJ
Telephone: (55-21) 3232-6112
Facsimile: (55-21) 2516-6319

Salvador - BA

Edificio Citibank

Rua Miguel Calmon, 555 - 9°
40015-010 - Salvador/BA
Telephone: (55-71) 3319-1900
Facsimile: (55-71) 3243-2943

Sao José dos Campos - SP
Rua Euclides Miragaia, 433
Cjs. 301 and 304

12245-550 - Sao José dos
Campos/SP

Telephone: (55-12) 3913-4505
Facsimile: (55-12) 3942-3329

Sorocaba - SP

Edificio Trade Tower

Rua Riachuelo, 460 - 5°
Salas 501, 502, 503 and 504
18035-330 - Sorocaba/SP
Telephone: (55-15) 3332-8080
Facsimile: (55-15) 3332-8076

Vitéria - ES
Edificio Century Towers - Torre B

Av. Nossa Senhora da Penha, 699

Cjs. 801 and 802

29055-131 - Vitdria/ES
Telephone: (55-27) 3200-3139
Facsimile: (55-27) 3324-3239
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