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Still manageable current account deficits

e Lower commodity prices, weak global growth and accelerating domestic demand may increase the current
account deficit in 2012.
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Trade surplus was higher-than-expected in 2011 due to export prices

e In 2010, Brazil had a surplus of around US$ 50bn in soft commodities, almost US$ 30bn in Minerals
and metals and close to zero in oil & derivatives.

Uses and Sources (US$ bn)

ZAULL AnnYuT:Iized
USES 54.4 -81.2 -89.8 | -79.1 -104.7 !
Current account -24.3 -47.4 -50.7 : -48.5 -73.7 ;
Trade balance 25.3 20.2 300 | 299 164 |
Exports 153.0 201.9 250.1 : 256.0 255.4 :
Imports -127.7 181.7 -220.1 : 226.0 239.0 1
Services and income -52.9 -70.4 -83.6 : -81.4 -93.4 :
Net interest -9.1 -9.7 -8.5 ! -7.1 -6.6 :
Profits and dividends -25.2 -30.4 -38.5 : -37.5 426 |
International travel -5.6 -10.5 -14.7 : -14.9 -18.5 :
Others -13.0 -19.8 219 1 145 -16.3 :
Unilateral transfers 3.3 2.8 3.0 : 2.9 3.2 :
Amortizations (medium and long terms)  -30.1 -33.8 -39.1 : -30.6 -31.0 |

% UBS Source: Central bank, UBS forecasts



Trade surplus around 1% of GDP in 2011/12

Current account and trade balance
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Exports more associated with commodities

e The share of commodities in exports reached 70% in 2010 from around 50% in early 2000. Highlight
to iron ore.

e The share of commodities in imports was 36% last year.

Brazilian Exports (Last 12 months - %)

Main Product Groups 2007 2008 2009 2010

Crude oil and oil products 10.0 11.6 9.8 11.3 12.1
Vehicles and parts 14.9 13.7 10.6 10.8 10.1
Iron ore, aluminum ore and others 7.5 9.5 9.4 15.3 17.2
Soybean and soybean products 7.1 9.1 11.3 8.5 8.9
Meat 6.9 7.2 7.5 6.6 6.0
Chemical industry products 6.8 6.2 7.1 6.7 6.0
Metallurgical Products (eg: steel) 10.0 9.8 7.3 6.4 7.0
Sugar and Ethanol 4.1 4.0 6.4 6.8 6.5

% UBS Source: MIDC, UBS



Increasing exports to China and decreasing to the US

Brazilian Exports by the main destinies (% of Total Exports in 12-month)

Weight of the four

Destination 2007 2008 2009 2010 Aug-11 main products
European Union 25.2 23.4 22.3 21.4 21.2 31%
China 6.7 8.3 13.2 15.2 16.5 85%
United States 15.8 14.0 10.2 9.6 9.6 37%
Argentina 9.0 8.9 8.4 9.2 9.1 36%

% UBS Source: MIDC, UBS



Increasing exports but also more dollars left abroad

e Since early 2008, exporters have been able to leave up to 100% of their revenues abroad.
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Increasing remittances of profits and dividends in dollar terms

e Remittances of profits and dividends are very sensitive to the global scenario. In 2008, just after
Lehman’s bankruptcy, remittances increased fast, mainly due to a fly to quality environment and the
global credit squeeze.

Remittances of profits and dividends
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Higher-than-average remittances in 2011/12

Remittances of Profits and Dividends / (FDI + equities) -
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Dollar inflows are enough to continue increasing reserves

Uses and Sources (US$ bn)

Anr:;ra?lized 2011e

SOURCES 54.4 81.2 89.8 I 791 104.7 !
Capital account 1.1 1.1 1.4 : 1.0 1.0 |
Foreign direct investments 25.9 48.4 66.1 : 60.0 60.0 :
Portfolio investments 47.1 52.3 6.7 I 8.0 23.0 :

Stocks 37.1 37.7 6.9 : 6.0 200 |

Fixed income (md and |g terms) 10.1 14.6 -0.2 : 2.0 3.0 :
Disbursements (medium and long terms)* 35.8 62.6 97.5 I 80.0 70.0 :
Brazilian assets abroad -15.8 -58.7 -26.1 : -21.0 -15.0 :
Short term and others** 6.9 24.8 27.8 : 25.0 20.0 :
International reserves 238.6 288.6 353.4 : 362.5 416.8 |

ﬁ

* include bonus, notes, commercial papers + loans + supplier credit
** include investments in short term Fl instruments, short term trade finance and short term loans

% UBS Source: Central bank, UBS forecasts



External debt issuances as one of the main sources of dollar inflows

Stock of external debt (US$ bn)

B Private external debts
B Public external debts
107 114
86 84

2007 2008 2009 Q1-10 Q2-10 Q3-10 Q4-10 Q1-11 Q2-11  Aug-11

% UBS Source: Central bank, UBS



Long term debt issuances have not affected much the debt service ratio

External debt and debt service to exports ratio (%)

55.8 Total debt service, % of Exports
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Foreign Direct Investment has also been a major source of dollars

Net dollar inflow (US$ bn, 12-month accumulated) 75.4
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Increasing foreign investments in long term public debt

Share of foreign investors in Brazil's public debt (%)
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Foreign investments still concentrated on equities

Breakdown of external liabilities (%)
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Foreign investors more exposed to BRL

Breakdown of external liabilities by currency exposure (%)
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Liquid external assets and lower external liabilities

Net external liabilities, total external assets and International reserves (%)
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USD in a depreciating trend sometimes interrupted by fly to quality
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Fundamentals favor BRL appreciation

Long term BRL determinants
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BRL is already appreciated in real terms, especially versus USD

Real FX rate
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BRL may resume its appreciation trend when global tail risks fade away

R$/US$
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BRL path dependent on commodity prices

Non-Fuel Commodities Index (%)

Non-fuel commodity price index
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The Swiss Franc (CHF) has been in a clear appreciation trend

Nominal and Real CHF - trade weighted index
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CHF depreciated recently versus EUR ...

Swiss Franc versus Euro (PPP)
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... but may remain flat going forward

Swiss Franc versus Euro, spot price and UBS forecasts (PPP)
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New Government intervention measures launched in August 2011...

SNB Balance Sheet - Asset
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... may have helped curb CHF appreciation

SNB Balance Sheet - Liability

Billions CHF

Sight deposits are gapping
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Increasing importance of EM to Suisse exports

Swiss Nominal Exports to EM in % of Total Exports

20

15

10 .
Swiss Exports to EMs as % of Total Exports
(sa)

5

‘88 90 ‘92 ‘94 ‘96 ‘98 ‘00 ‘02 ‘04 ‘06 ‘08 10 "12

% UBS Source: EZV, UBS

30



Required Disclosures

Analyst Certification

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to security or
issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities
or issuers and were prepared in an independent manner, including with respect to UBS, and (2) no part of his or her compensation was, is, or
will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the research report.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.

% UBS GENO190n.ppt

31



Disclosure Table

3 UBS

Required Disclosures

This report has been prepared by UBS Brasil Administradora de Valores Ltda, an affiliate of
UBSAG. UBSAG, its subsidiaries, branches and affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of
its research product; historical performance information; and certain additional disclosures
concerning UBS research recommendations, please visit www.ubs.com/disclosures. The
figures contained in performance charts refer to the past; past performanceis not areliable
indicator of future results. Additional information will be made available upon request. UBS
Securities Co. Limited is licensed to conduct securities investment consultancy businesses by
the China Securities Regulatory Commission.

Company Disclosures

Issuer Name

Brazil

Source: UBS; as of 14 October 2011.

32



Global Disclaimer

3 UBS

UBS Brasil Administradora de Valores Ltda, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. In certain
countries, UBS AG is referred to as UBS SA.

This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation that any investment strategy or
recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. It is published solely for information
purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments in any jurisdiction. No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information
concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. UBS does not
undertake that investors will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should
exercise prudence in making their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgement. Past performance is not
necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this
report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria.
Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained herein is based on numerous assumptions.
Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information contained herein. UBS relies
on information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS. The compensation of the analyst who
prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking
revenues, however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part.

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security
or related instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Neither UBS nor any of its
affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. For financial
instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or UBS Capital Markets LP) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in
accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this research report. UBS and its affiliates and
employees may have long or short positions, trade as principal and buy and sell in instruments or derivatives identified herein.

Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other instruments. There is no representation that any transaction
can or could have been effected at those prices and any prices do not necessarily reflect UBS's internal books and records or theoretical model-based valuations and may be based on certain
assumptions. Different assumptions, by UBS or any other source, may yield substantially different results.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are eligible
counterparties or professional clients and is only available to such persons. The information contained herein does not apply to, and should not be relied upon by, retail clients. UBS Limited is
authorised and regulated by the Financial Services Authority (FSA). UBS research complies with all the FSA requirements and laws concerning disclosures and these are indicated on the
research where applicable. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS Securities France S.A. is regulated by the Autorité des
Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this report, the report is also deemed to have been prepared by UBS Securities France S.A.
Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht
(BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia SV, SA is regulated by the Comision Nacional del
Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behalf of and distributed by UBS Limited. Russia: Prepared and distributed by UBS Securities CJSC.
Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS ltalia Sim S.p.A.. UBS Italia Sim
S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa (CONSOB). Where an analyst of UBS Italia Sim S.p.A. has contributed to this report, the
report is also deemed to have been prepared by UBS lItalia Sim S.p.A.. South Africa: UBS South Africa (Pty) Limited (Registration No. 1995/011140/07) is a member of the JSE Limited, the
South African Futures Exchange and the Bond Exchange of South Africa. UBS South Africa (Pty) Limited is an authorised Financial Services Provider. Details of its postal and physical address
and a list of its directors are available on request or may be accessed at http:www.ubs.co.za. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial
Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a 'non-US affiliate'), to major US institutional investors only.
UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a report prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC
or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this report must be effected through UBS Securities LLC or UBS Financial Services Inc., and not
through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a subsidiary of UBS AG and a member of the principal Canadian stock exchanges & CIPF. A statement of its
financial condition and a list of its directors and senior officers will be provided upon request. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities
Pte. Ltd [mica (p) 039/11/2009 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte Ltd, an exempt financial advisor under the Singapore
Financial Advisers Act (Cap. 110); or UBS AG Singapore branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the
Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or report. The recipient of this
report represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Ltd to
institutional investors only. Where this report has been prepared by UBS Securities Japan Ltd, UBS Securities Japan Ltd is the author, publisher and distributor of the report. Australia:
Distributed by UBS AG (Holder of Australian Financial Services License No. 231087) and UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098) only to
‘Wholesale' clients as defined by s761G of the Corporations Act 2001. New Zealand: Distributed by UBS New Zealand Ltd. An investment adviser and investment broker disclosure statement
is available on request and free of charge by writing to PO Box 45, Auckland, NZ. Dubai: The research prepared and distributed by UBS AG Dubai Branch, is intended for Professional Clients
only and is not for further distribution within the United Arab Emirates. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This report may have been edited or contributed
to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. Malaysia: This material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (253825-
x).India: Prepared by UBS Securities India Private Ltd. 2/F,2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000 SEBI
Registration Numbers: NSE (Capital Market Segment): INB230951431 , NSE (F&O Segment) INF230951431, BSE (Capital Market Segment) INB010951437.

The disclosures contained in research reports produced by UBS Limited shall be governed by and construed in accordance with English law.
UBS specifically prohibits the redistribution of this material in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this

respect. Images may depict objects or elements which are protected by third party copyright, trademarks and other intellectual property rights. © UBS 2011. The key symbol and UBS are Plain_Press hOW. ppt
among the registered and unregistered trademarks of UBS. All rights reserved.

33



Contact Information

3 UBS

UBS Securities LLC

1285 Avenue of the Americas
New York, NY 10019

Tel: +1-212-713-2000

www.ubs.com

UBS Securities LLC is a subsidiary of UBS AG.

34



