Tandem

Global Partmers

Brazil post-crises

"The Global Economic Crisis and South Africa”
Development Policy Research Unit — University of Cape Town
Johannesburg, October 27, 2010

Paulo Vieira da Cunha
Partner & Head of Research - Tandem Global Partners

Tandem Global Management, L.P.

500 Fifth Avenue
37 Floor private & confidential
New York, NY 10110



Brazil: Stabilization, prosperity & shocks
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1. After the lost decade: Economic and social
progress post the Real Plan (July-1994)
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Brazil: Agrobusiness - Exports

Exportagcoes 2006
Produtos US$ bi Yo Posicao
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Oct-2008 R$ per capita
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Share in total household income (%)
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Inflation and real minimum wage
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2. One regime, two shocks & two responses:
Oct/2008 (anti-cyclical pro-employment policy)
Sep/2003 (pro-cyclical anti-employment policy)
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Exchange rate & country risk
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2002 shock: vicious circle
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2009 shock: virtuous circle

External
shock
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3. A new regime, or where does anti-cyclical
policy stops?
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Crisis =100
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Retail sales - Supermarkets: food & beverages

Tandem

Global Partners

-8 -6 -4 -2 0 2 4 6 8 10 12 14

=0= Retail-Food-2002 —e— Retail-Food-2008

16

18

20

20



Crisis =100
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Crisis =100
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Real credit - Stock
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Real credit - Directed-BNDES - Stock

Contribution to Credit
Growth (Sep/08-Sep/09)
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Crisis =100
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Crisis =100

Fiscal balances (12mo sum - % GDP)
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CPI inflation
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4. concluding comments
The new Leviathan: public banks, industrial
policy & state-induced growth
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The new industrial policy & BNDES

» Financing for development, for the long term, in the post-crisis Partcipago da Asia no comércio mundial de bens (%)
context, will involve more State and more Market sourcing. 1998 2008 Variagio
« Contemporary State: focus on the building up of competences => Produtos [Importagoes | 232%  301%  {6,9%;
more and better jobs. Without a Developmentist State, there is no ncts wortagdes | 123% 123% 00%
Importacoes 17,8% 22,4% 4,7%
development (Thanks, Peter Evans). Manufatura | coes | 263% 335 £5E

e Public banks, oriented for the long term, are essential vehicles for ~ ————— ’
investment financing.

« To be an effective vehicle, a Development Bank must have the

necessary means: financing tools, stable and sufficient resources;

technical capabilities; close relationships with stakeholders.
Source: J&ao Carlos Ferraz: “Growth prospects for Brazil and the role of BNDES,” April 2010.

Indastria: coeficientes de importacao e exportacao (%) *

1997-1998 | 1999-2003 | 2004-2006 | 2007-2008 2009

) Crise
P Cambio real . P .
Cambio fixo : Apreciacao do cambio real | Econémica e
depreciado _
recuperacao

-2,1%

Crescimento médio anual da Prod. Ind. Geral 2,1%

Coeficiente de Importacao

-6,8%

Intensiva em recursos Naturais 18,8 20,6 22,1 23,8 23,0
Intensiva em Trabalho 59 4.6 6,0 10,4 11,1
Intensiva em Escala 12,6 12,1 B albominendnn 17,2,
Int. em Engenharia e Tecnologia 36,0 35,0 Yeed07 44,9 44,0 :.'.'.'
Total da Inddstria 16,4 15,0 158 | - 19,8 | 19,5

Intensiva em recursos Naturais 17,4 21,0 ::,_.2_2,4 30,5 2%3__,::

Intensiva em Trabalho 8,9 11,6 {2 S Bk £ el R I

Intensiva em Escala 12,6 14,2 18,4 17,7 15,1

Int. em Engenharia e Tecnologia 23,2 24,2 25,0 25,5 18,0

Total da Inddstria 12,7 15,7 22,1 22,6 19,9
rl‘ﬂ"d(‘-[n Fonte: IBGE, Secex, Funcex e Bacen. Hlaboracio: APE/BNDES. " Coef M: M/ Consumo Aparente Coefi X: X/Producio local
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BNDES disbursements
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Planned investments - USS$ billion 2?2?78
PAC 1 PAC 2 Total |
3204 2007-2010 [2011-2014 R (1
§ Logistics 494 523 1017 3
cl>l\lv Energy 151.8 2328 3846 | _
) Social & Urban 130.8 1945| 3253 i crisis
x 240 | |development *************** HHIHTHTH
T Total 332.0 4796 8116 3
= v Lula 2
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Gross public debt & Treasury funding of BNDES

Global Partners

Tabelas
Taxas de variacio real da despesa do governo central:
66.0 - itens selecionados (%) ‘ - -7.0
|
Ano PlB Pessoal Saude (correntee  Comrente :
fnvestimento): [total) :
|
2004 57 22 12,7 79 | —
64.0 1 | 2005 32 29 67 gs T —m ] ’ 7777 T -6.0
2006 4,0 76 -0,2 5.0 : ]
2007 57 6.4 .0 By : M
|
2008 51 63 0,6 24 |
62.0 1 2009 00 126 70 89 | + -5.0
Meédia dos sels anos 349 6.3 73 7.0 i
Fonte: STH; para 2009, cstimativa do autor : [
| Motas; ' Deflator: Deflator implicito do PIB. ‘ . .'.'.~. l —
% 600 * Combina para 2003 ¢ 2004 a séric divulgada pela STN desde 2003 com a nova séric - i -40
O disponivel desde 2005 (inchisive) e divulgada pela mesma Secnetaria |
—— ¥ Refere-se a0 total das despesas comentes do governo central, excluindo gastos com M :
(@) investimento ¢ ransferéncias a estados ¢ municipios. |
|
£ 5804 ; = = _ ; / | a0
| |
- 1 7 - _ Oct-08 ! *
l l
|
56.0 - l — -2.0
| |
| |
| |
l l
| |
54.0 ; S 1 1T -10
| |
| |
| |
‘ l
| |
52.0 : . . . : . — 0.0
Dec-06 Jun-07 Dec-07 Jun-08 Dec-08 Jun-09 Dec-09 Jun-10
[ Gross public debt —@—Treasury funding of BNDES
Tandem

% of GDP
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Development Banks

US$ Billion
Assets Equity Disbursement
World Bank 2754 40.0 18.6
IADB 84.0 20.7 114

2009

BRAZIL: total investment in construction +
machines & equipment = $242.7bn (15.4% of
GDP)

BNDES disbursements = $68.8bn  (4.4% of
GDP) - $27.1bn under PSI program ot fixed rate
of 4.50% (O/N govmt borrowing at 10.75%)

Share of BNDES = 28.3%

Approvals and disbursements

U$ billion

85,2 ga2

|l Disbursements ™ Approvals ‘

2003

2005 2006 2007 2010*
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Disclaimer

This document is for informational purposes only and is provided only fo persons who have expressed their interest in the products or services described herein. This document
does not convey an offer of any type and is not infended to be, and should not be construed as, an offer fo sell, or the solicitation of an offer fo buy, whether in the United States
or any other jurisdiction, any inferest in any enfity or other investment vehicle. If such an investment opportunity should become available, a confidential private offering
memorandum outlining such investment opportunity would be provided to you, and the information in this document would be qualified in its entirety by reference to all of the
information in the confidential private offering memorandum, including without limitation the risk factors listed in this investment overview.

An investment in any investment vehicle described in this document, if made available, should be regarded as highly speculative in nature and appropriate only for sophisticated
investors that can afford a loss of all of their investment and that are able fo invest for an indefinite period. The purchase of member inferests is not infended as o complete
investment program. It should not be assumed that an investment in any investment vehicle described in this document will be profitable or that the future performance of any
such investment vehicle will equal or approximate the past performance of any investment vehicle previously managed by Tandem Global Pariners and its affiliates.

Notwithstanding anything expressed or implied fo the contrary in this document, you are expressly authorized fo disclose fo any and all persons, without limitation of any kind,
the fax freatment and fax structure of the information in this document. This authorization, however, does not confer or imply any rights other than the right to make such
unrestricted tax freatment and tax structure disclosures.

Any information, beliefs, and/or opinions provided in this document consfitute the understanding of the entfity providing such information, beliefs, and/or opinions as of the date
of this document and are subject to change without nofice.

Certain information set forth in this presentation may be considered to be simulated or hypothetical. Hypothetical or simulated performance resulis have certain inherent
limitations. Unlike an actual record of performance, simulated results do not represent actual investment results. No assurances can be made that any aims, assumptions,
expectations, and/or goals described in this document will be realized.

Neither Tandem Global Pariners or its affiliates, nor any shareholders, partners, members, managers, direcfors, principals, personnel, frustees, or agents of any of the foregoing
shall be liable for any errors (as a result of negligence or otherwise, to the fullest extent permitted by law in the absence of fraud) in the information, beliefs, and/or opinions
included in this document, or for the consequences of relying on such information, beliefs, or opinions.

Certain information and opinions included in this document, certain information and opinions used to form beliefs included in this document, and certain tools used to produce
and/or analyze information included in this document, have been obtained from third-party sources believed to be appropriate for consideration. No assurances can be given
that such information, opinions, or tools are reliable, and they should not be taken as such.

Information contained in this document, including without limitation any description of an investment vehicle and/or the sirategies traded in such vehicle, may be changed or
updated af any time without nofice fo the recipients of this document.

Al of the figures presented in this document are unaudited. Hisforical performance is not indicative of future performance.

Neither this document nor any part of this document may be reproduced or distributed without the prior writtien authorization of Tandem Global Pariners or an appropriate
offiliate. Any reproduction or distribution of any of the contents of this document may constitute a violation of securities laws and/or other laws.

By accepting this document, you acknowledge and agree that all of the information contained in this document shall be kept strictly confidential by you.
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