NEGOCIOS INTERNACIONAIS & POLITICAS PUBLICAS
BUSINESS STRATEGIES & PUBLIC POLICIES
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IMPORTANT FACTS OF

S
X
| D BRAZILIAN POLITICAL SYSTEM
Overlapping competencies h i
States are relatively
BIT:/;SD”E_II:'QA\A?QSI\/IED Tax collection concentrated at federal level L weak and have
Municipality is a federal entity “mlte:greengdu;atory
FRAGMENTED MULTI- Weaker political parties
PARTY SYSTEM
Less transparency
B ini budget
PRESIDENTIALISM e Reduced role of
NIRRT VIO Bargaining over executive appointments Congress and
complex Executive
4 | | - branch structure
PROVISIONAL e Executive branch legislative power -
MEASURES (aka MPs -
( )\« Legal uncertainty
BUDGET POLICY Originates in the Executive branch Increasing
RULES
Authorized (not imposed) by Congress r relevance of
H Judiciary
BROAD & DETAILED Supremocracy -
CONSTITUTION Complex legal system _




Souce: prof. Claudio Couto (FGV-SP) data base
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POLITICAL PARTIES IN CONGRESS

PPL__ PTdoB_ pRRPEN_PHS pRTB PSL

11 relevant political
parties

« PMDB - largest party

* PT is the second party
(about 20%)

* PSDB is the 3th largest



STATE GOVERNMENT BY POLITICAL PARTIES
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PERNAMBUCO
EDUARDO CAMPOS
PSB

ACRE

MARINA SILVA . -

Partidos Politicos

MINAS GERAIS

PT AECIO NEVES

PMDB
PSDB
PSB
DEM
PSD

PSDB

RIO GRANDE DO SUL

DILMA ROUSSEF SAO PAULO

PT SERRA

PSDB




PSDB
PMDB

Souce: prof. Claudio Couto (FGV-SP) data base
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DILMA'S ADMINISTRATION EVALUATION

Dilma’s Administration Evaluation

55

39 38%

d = 32

29 29 29

" A

Jul/11

Set/11 Dez/11

=== Otimo/Bom

* N&o responderam / Nao opinaram

Dilma’s Popularity — october/2013
5%

Fonte: CNI/IBOPE

Mar/12 Jun/12 Set/12 Dez/12 Mar/13 Juni13 Set/13

Regular Ruim/Péssimo e NR/NO*

JUNE: Popular protests

B Aprovacao

Desaprovacao

N&o opinaram
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Dilma’s Government Approval
Rating (Oct/2013) ¢ Healthcare
Public Security

T
19% daxes

S _Lnlerest Rate

~-

Combating Inflation

0)
gl Education

Combating unemployment

Envirnment

Bad ®NA/NO

® Excellent/ Good © Regular

Combating Hunger and
Poverty

Source: CNI / Ibope
NA / NO — No answer/ No Opinion

Source: CNI / Ibope — Oct/2013
NA / NO — No answer/ No Opinion
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POLITICAL OVERVIEW

-——-

P ~
~~ Federal Government Actions Disapproval Approval NA/ NO~ N

77% 21% 1%
74% 24% 2%
73% 22% 5%«
7% _2B3% -7 “ 6%
"~ 68% 27% 5%
65% 33% 2%
57% 39% 4%
52% 41% 7%
47% 51% 2%

» Considerable approval rating deterioration since June's popular protests.
» The worst decline in any approval was the interest rate policy. The rate dropped 16 points,

going from 39% to 23%. The disapproval went from 54% to71%.
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2 — DILMA'S POLITICAL SUPPORT AT CONGRESS

Coalition Loyalty Index (%)

Senado

mBase - 75%
B Oposicao - 25%

Camara
m Base - 75%
B Oposicao - 25%

Fonte: Basémetro - OESP

2011 2012 \2013 /
\_7/
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¢ P ECONOMIC PERFORMANCE

Investment Rate — Forecast

_as a % of GDP - Economic Forecast

Concessoes

40%
Projecdes para Taxa de Investimento (% PIB) @ - )
23% 30%
25%
22%
20%
21% 15%
10%
20% 504 fe—= — o o
0% L} L} L L)
199
d 5%
18% - -10%
2013 2014 2015 2016 2017
1 2014 2015 2018 2017 2018 —==— Conta Corrente — % PIB —=— Divida Liquida — % do PIB
COM P
— o eiograma ‘ — Concessdes === Selic —final de periodo —a=— |PCA

Fonte: Itall BBA

Fonte: BNDES

Forecast - economic growth - % GDP

2013 | 2014 | 2015 | 2016 | 2017 |Média
Focus - BC 2,47 2,20 2,59 3,08 3,22 2,71
Itai BBA 2,30 1,70 2,20 2,80 2,70 2,34
LCA 2,60 2,90 3,10 3,70 3,50 3,16
FMI 2,53 2,50 3,17 3,32 3,46 3,00

13



e ‘P RELATIVE HEALTH EXPENDITURE NOT GROWING,
’ SO HEALTH WILL CONTINUE TO BE UNDERFUNDED

Federal budget' x Healthcare budget

EC 29/2000 and LC 141/2012:
Govemnment expenditure with
healthcare must increase

annually according to Brazil's
GDP growth from the previous
year.

BRL billion

2009 2010 2011 2012 2013 2014
mFederal budget mHealthcare
Share of selected areas in the Federal Share of selected areas in the Federal
budget (2013) budget (2014)
Sodal
assistance
Healthcare
10%

'Mandatory primary expenses only. 16

Source: Prospectiva based on data from the Ministry of Planning
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P BNDES AND PETROBRAS

BNDES — Anual Spending - RS bi

BNDES represents 21% of the

168 ) ) )
156 credit offer in Brazil.
136 139
91

g 65
<
] 16 15 18 24
2 v 8 Petrobras Investments per year
5 2007 2008 2009 2010 2011 2012 - RS bi -

O Desembolsos totais Desembolsos p/ Infra

(1° sem)

9M12 9M13 Planejado 20135




TOPICS

| —= POLITICAL FRAGMENTATION

Il - DILMA’S TERM: SOME FACTS
Il — 2014 ELECTIONS

AVIANY

TAV/
ENVAN
A/
ERVAN
TAV/
VAN
TAV/
VAN
A/
ERVAN
A/
ERVAN
A/
VAN
A/
ERNVAN
A/
ERVAN
A/
ENVAN
TAV/
EXVAN
A/
ENVAN
TAV/
VAN



DILMA
ROUSSEF

POLITICAL ENVIRONMENT: SCENARIOS FOR 2014

PT / President of Brazil / Likely to
win

Industry and consumption will likely
remain the main target as means of
promoting economic growth

Despite recent drop in her approval
ratings, she still remains the favorite
candidate.

PSDB / Senator for the State of MG
| Likely second runner

Likely to pursue new management
model and cut expenses

More keen on private sector
participation, but general economic
policy i1s likely to remain very similar to
the current one

PSDB (?) / Former Governor of SP/
Presidential candidate in 2002 and
2010

PSDB supports Aécio Neves as
candidate for 2014. Would have to
change parties if decides to run.

As a former minister of health, the area
would probably be a priority.

MARINA
SILVA

EDUARDO
CAMPOS

Sustainability Network /[
Leader / Best runner-up

Party

Has a clear message on how to do
politics, but not at all clear message on
which different policies she will adopt if
elected

Sustainability i1s a key concern

PSB / Governor of PE / Good
chances of being second runner

Likely to form similar political
coalition once elected, maintaining
Dilma's developmental and lower
class focus

It is not yet clear what he would do
different from Dilma

Regardless of who wins, no significant
changes in health policy are expected
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POLITICAL OVERVIEW

Voting Intention (%) - 2014

54

35 Dilma Rousseff

—

26

==> [Marina Silva

16 16 Aécio Neves

13 Branco/ nulo
Eduardo Campos

7 N3o sabem

Dec/ 12 March/ 13 Early June/ 13 End of June/ 13 Aug/ 13

Source: Datafolha— 07 a 09/08/2013
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Scenario 1
¥ Intengdo de Votos

39%

2 16%
0
13% 11%

Il

Dilma Marina Aécio Brancos NO/NR
e Nulos

Scenario 4

¥ Intencédo de Votos
40%

18% 19%
10% 12%

= 1

Dilma Eduardo Serra Brancos NO/NR
Campos e Nulos

* N&o opinaram / N&o responderam

Intencao de Votos
41% 39%

22% 21%

14% 10% 13% I

‘P 2014 PRESIDENCIAL ELECTIONS - VOTE INTENTIONS

Scenario 3

® [ntengdo de Votos

16% 15% 13%

B

Fonte: CNI/IBOPE

Dilma  Aécio Eduardo Brancos NO/NR Diima Marina
Campos e Nulos

Serra Brancos NO/NR
e Nulos

19
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Spontaneous Response by Regions

E Norte/Centro-Oeste Nordeste = Sudeste mSul

-
“30% s
/7 22% 23% \\
/ 16% \
I 0
1 = 9% | o 7% 7%
0 / 5% 6% 40 6% 0 6% iy 0
3\ 3%, 1% 3% 2% 2% 3% 2% 194
~ P . 26
~ Dllma L’U|a' Marina Aécio Serra Eduardo Campos
-

" e e -—

Fonte:: CNI/IBOPE

Intentions by Regions

H Norte /Centro-Oeste Nordeste = Sudeste uSul
57%

43% - o
38% - -
/ - “
2506 26% S \
19% 18% / o 16%
13% 13% 14% 4% . 0
9% 8% 9% 11% 0%|
5% ‘
HEEEE
Dilma Aécio Eduardo Campos B@ncos e Nulos NO/NR »
”
~
* N&o opinaram / N&o responderam Fonte: CNI/IBOPE -~ - -

" e o -
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Spontaneous Response by Income

m Mais de 5 Salarios 2 a 5 Salarios Min m1 a2 Salarios Min.

33%

Dilma
Fonte: CNI/IBOPE

m Até 1 Salario Min.

15%

efy — 10% g 10%
6%
il Bfcz Ee-. anos zes
— - B [ e
Lula Marina Aécio Serra Eduardo Campos
Intentions by Income
B Mais de 5 sSalarios 2 ab Salarios Min =1 a2 Salédrios Min.  mAté 1 Salario Min.

63%

24870

24% 24%

18% " o % g o LT 13% 14% 14% 14%
e R T Im muEm
Dilma Aécio Eduardo Campos Brancos e Nulos NO/NR
* Nao opinaram / Nao responderam Fonte: CNI/IBOPE
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Scenario 1

® [ntencdes de votos

SCENARIOS — PRESIDENTIAL RUNOFF

Scenario 2

Inten¢bes de votos

42
29
19 22 18
H B = :
Dilma Aecio Brancos e NO/NR Dilma Marina Brancos e NO/NR
Nulos Nulos
* Nao opinaram / Nao responderam Fonte: CNI/IBOPE * N&o opinaram / Nao responderam Fonte: CNI/IBOPE
Scenario 3 Scenario 4
® Intengdes de votos ® Intencdes de votos
45
24 23 20
m 0 = H B =
W Eduardo Brancos e NO/NR Dilm Serra Brancos e NO/NR
Campos Nulos Nulos

* N&@o opinaram / Nao responderam Fonte: CNI/IBOPE

* N&o opinaram / Nao responderam Fonte: CNI/IBOPE
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Desde a sua
criacdo o SDD ja
indicou coalizdo

com PSDB.

Fizeram parte da
coalisdo com o
~® PSDB em 2010,
estdo na base
aliada do PT.

O alvo do
PSDB sao
siglas como
PMDB, PP,
PTB, PSD e
PDT, que tém
em comum a
afinidade com
PSDB e PT.

Partidos que
PODERAO
integrar a base
do PT em 2014.

@

PARTIDO VERDE ?

Sem Marina,
poderéa apoiar PT.

e

Democratas25
J’)
DEM devera
manter a
parceria com o
PSDB em 2014
com a indicacao
de um vice

Ha chance de
um projeto novo
do DEM com o

governador
Eduardo
Campos (PSB)

;%573

Alianca Marina +
PSB altera o jogo
eleitoral, tanto do
pontop de vista
regional como
segmentos
sociais

Indicaram
lancamento de
candidatos
proprios para
concorrer a
presidéncia em
2014;

SCENARIO — POLITICAL PARTY COALITIONS

23



Fonte: Data Folha — Jun/2013

Fonte: Data Folha — Jun/2013
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‘P VOTE INTENTIONS — SAO PAULO STATE

Scenario 1 — Sao Paulo

1o " Pesquisa Data Folha— Espontanea
4%
1% 1% 1% 1% 1% 1% 1%
- I I I I I I .
Geraldo José Serra Celso Lula (PT) Paulo Maluf Paulo Skaf Marta Suplicy  Aloizio Gilberto
Alckmin (PSDB)  Russomanno (PP) (PMDB) (PT) Mercadante Kassab
(PSDB) (PRB) (PT) (PSD)
Scenario 2 —S&o Paulo
0 . .
52% B Pesquisa Data Folha - Estimulada
16% 0
9% 14% ;
Geraldo Alkimin Paulo Skaf (PMDB) Gilberto Kassab (PSD) Alexandre Padilha Brancos/Nulos N&o Sabe
(PSDB) (PT)
3% Sao Paulo State —

Alckimin
Administration
Avaluation

m Otima/ Boa
Regular
¥ Ruim/ Péssima

= Nao opinou
24



Fonte: Instituto UP Pesquisa e Marketing.

Out/2013

Fonte: Instituto UP Pesquisa e Marketing.

Out/2013
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VOTE INTENTIONS — RIO DE JANEIRO STATE

Scenario 1 — Rio de Janeiro

Pesquisa UP — Espontanea

6% 11%
2% 2% 1% 1% 1% 1% 1%
Anthony Lindbergh  Sérgio Cabral Marcelo  Luiz Fernando Marcelo Freixo Eduardo Paes ~ Wagner  Brancos/Nulos  N&ao Sabe
Garotinho (PR) Farias (PT) (PMDB) Crivella (PRB) Pezdo (PMDB) (PSol) (PMDB) Montes (PDT)

Scenario 2 — Rio de Janeiro

m Pesquisa UP - Estimulada

16% 15%

11% 11%

6% 5%

4%
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