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Underwriting: A passion for the art & science

One of the
largest
portfolios in
the industry

» Both in industries and specialty coverage areas.

= Discipline defines our underwriting approach — we embrace risk as long as we fully
understand it and can earn an acceptable return.

= Our 1Q2020 P&C combined ratio was 89.1%. Excluding catastrophe losses, the current
accident year P&C combined ratio was 87.5%.

Renowned
claims service,
Industry-
leading risk
engineering
and deep
technical
knowledge and
talent
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== COntents 12

1. International scenario
2. Brazilian scenario

3. Conclusion
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-—= INnternational
Effects of covid-19 indicate
pessimistic scenario for

global growth this year

= Deep deceleration in 2020.

= Geopolitical tensions between the
USA and China.

= In the following years, recovery
remains limited by the more

protectionist environment.

Source: IMF | Elaboration and projections by Tendéncias
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== China

14

Despite signs of recovery, China is expected to experience modest
growth in 2020 and better performance in 2021

SHORT TERM GROWTH

= Recovery should start in 2Q20, but

recovery will be gradual and with

discrepancies between the main variables.

= Continuity of stimuli and expansion of

spending (infrastructure).

= Limiting factors: disputes with US and

changes in domestic consumption.

Source: IMF | Elaboration and projections by Tendéncias
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== Latin American 15

Latin America should be strongly impacted by the performance of
Brazil, Mexico, Argentina and Colombia.

GPD 2020 2021
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== COntents 16

1. International scenario
2. Brazilian scenario

3. Conclusion

Powered by

o MACHINA ITendéncias
TENDENCIA consultoria integrada




= POlitical Scenario 17

The probability of the presidential mandate interruption jg
around 40%

There are two main paths to a possible political transition:

1) impeachment (crime of responsibility) and

2) judicial decision on presidential ticket. For now, the baseline scenario is an instable
equilibrium among the different branches.

* Difficults of political mobilization
* Pandemic effects
during a healthy crisis with no
* Lost of credibility
regular movements
* Checks and balances
* Military organization
(political and judicial)
* (Conservative movement
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== PoOlitical Scenario

18

Political capital of president Bolsonaro affected by the pandemic.

Job Approval

= Increase in rejection and

slight drop in his support.

= In the pessimistic scenario,
his political capital could drop
to around 20%.

= Political polarization will
remain as a baseline

scenario.

Source: XP/Ipespe | Designed by Tendéncias
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== Political Scenario - the judicial factor 19

Judicial Factor
Supreme .
court

The main source of risk for the
government comes from the judiciary.

= There are investigations around the
president and his allies, with emphasis
on the accusation of intervention in the
work of the Federal Police and financing of
political movements of a non-democratic
nature.

Federal L General
Police Attorney

= The issue of corruption around the
family nucleus fuels insecurity of the
presidential term.
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== Political Scenario - the coalition factor

Congressional blocs
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Source: www.cdmarg.gov.br. Prepared by Tendéncias.
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20

Coalition Factor
The president seeks to build a
legislative coalition to
sustain the mandate.

The eventual election of a
name allied to the
president is a necessary
condition for the baseline
scenario, marked by the
forwarding of measures to
control spending after the
emergency effects of the
pandemic.
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http://www.câmara.gov.br/

== POlitical and Fiscal risk

Fiscal
Responsibility
Law

Amendment
of public
outlays

“Golden
Rule”

No debt for
current
expenses

21

Fiscal Risk
The link between the political scenario
and the economy appears in the fiscal
policy.

More risk for the presidential term means
less control of the economic policy.

The fiscal risk appears in possible
changes in the fiscal policy pillars in
2021 (ceiling on public spending).
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-= Recovery Format -
Permanent effects of the pandemic and an environment of greater
institutional-political tension should shape the recovery
format

THEORETICAL MODEL OF RESUMPTION

t-1 t t+ t++ t++
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== GDP 23

In view of the more challenging scenario and gravity of the covid-19,

projections migrate to the pessimistic field
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Source: Brazilian Institute of Geography and Statistics | Elaboration and projections by Tendéncias



= GDP 2017 2018 2019 2020 24

Consumption and investments
should suffer more this year

oF5  Agrcultural  14.2%  14%  13%  17%

ﬂ Industry ~ -0.5%  0.5%  05% -8.5%
i Services 0.8%  15% 12%  -6.6%
SHORT TERM FACTORS 2017 2018 2019 2020
= High level of economic uncertainty. 6oF S Sk Al e
= Low growth of the main partner iili Household  2.0%  2.1%  1.8%  -6.4%

countries.
alle Government -0.7% 0.4%  -04%  2.8%

= Worsening of the financial

conditions of families and small o] GFCF -2.6%  3.9%  2.2%  -12.7%
companies. =22 Exports 49%  40% -25% -4.1%
i Imports 6.7% 83% 11% -10.9%
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Source: Brazilian Institute of Geography and Statistics | Elaboration and projections by Tendéncias
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== Labor Market

Very affected in the short term, the labor market should have a

strong increase in the number of unemployed

. 3 )
Real income should show two | =Q Occupation 2018 2019 2020 2021
different moments in 2020: EAP/WAP 62.5% 62.7% 61.8% 62.8%
Occupation (growth %) 1.4% 2.0% -3.5% 1.2%
1. Intense retraction in the coming Unemployment rate (%) 12.3% 11.9% 14.5% 15.8%
months, with dOUbIE'dlglt loss estimates. ?@r@mcome 2018 2019 2020 2021
Real income (growth %) 1.5% 0.4% -24% 0.9%

2. Followed by a slow reaction, from the
Real wage mass (growth %) 3.0% 2.5% -6.0% 2.0%

normalization of the level of activity and

business.

Powered by

e\ ACHINA Tendéencias

Source: Brazilian Institute of Geography and Statistics. Elaboration and projections by Tendéncias. lll VISV N A | o
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== Labor Market

Recovery of employment level will be
very gradual
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-—= National Index of Price to the Ample Consumer (IPCA) 27
Loss of pace in line with weakened economic activity

= Weak economic activity leads to reduced inflation for 2020 and 2021.

= The pandemic's effect is disinflationary,

influencing commodities and prices sensitive (=) 9 g
: P Q@ =5 @ da

to trade and services.
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Source: Brazilian Institute of Geography and Statistics | Elaboration and projections by Tendéncias



—-= INterest Rate 28
Expectation is for the

Selic to be maintained at the current level

= The main channels of transmission of INE1|-1EdRoEfSp1;:i{cI;\dTE

the pandemic on prices are

17.75%
18.00%

o i 20% o NS Q\L: NS
disinflationary. ih D o N D
N X ™ 2 X o< N
15% 0g e 08 3 B = a
. X g S
= A further drop would occur if the ~flaSsags™ < .
_ _ _ 10% oo N = :% @ X ih in
scenario shows a further worsening with N ~NSgo .93 8
n X 8 1
. : . . . < 0 S
a drop in inflation projections for 2021. >% Vo
- . . . 0% I T T T T T T T T T T T T T T T T
= Selic is expected to rise again only at T YN XYY dNMTMEOE N RS DN MY
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the end of 2021. Risk is for longer
maintenance.
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== Credit to individuals 29

Concessions fell 8.7% in the last two months in the annual variation.

For the coming months, the volume of credit should continue to be reduced, with weaker demand
(with a retraction in real income) and limited credit supply (with greater selectivity of banks). In
addition, bank interest rates are expected to rise throughout the year, accompanying the increase in
credit risk and restricting the demand for financing.

Non-earmarked credit | Seasonally adjusted (R$ billion) Non-earmarked credit
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—= Credit to companies 30

Growth in concessions in March and April reflects demand for working capital,
especially from large companies.

Despite the recent growth, the expectation is for the deceleration throughout the year, following
the negative financial situation of the companies, with a strong retraction in the demand for goods
and services, and the worsening of credit conditions.

Non-earmarked credit | Seasonally adjusted (R$ million) Non-earmarked credit
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-= Business Financing 31

Issuance in the capital markets total R$ 125.5 billion from January to May, a reduction of
17% (YoY)

Among the categories, working capital shows an increase in the share of debentures,
reinforcing the search cash maintenance.

Broad credit

Capital markets | Products (R$ billion) Financing type participation (%)
Accumulated until May

90 - - 14%
80% -
80 1 - 12%
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60% . B 10%
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40% 7 L 6%
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0% 0%
Debentures Commercial papers Stock (1Pos and Follow-us) Bill of mortgage 2015 2016 2017 2018 2019 2020*
(CRA, CRI, LCI, CDB) . . .
m==m Non-earmarked credit m==== Earmarked credit Capital markets s
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mmmm External debt et LTIR (right) =t==' Selic Rate (right)
Source: Brazilian Association of Financial and Capital Market Entities (ANBIMA), Central Bank of Powereld by T d/\ .
Brazil and Brazilian Development Bank. *The year 2020 refers to the result up to April for credit '_. ACHINA cnacncias
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and the projection for Selic Rate and Long Term Interest Rate.



- Fiscal 32
The sharp deterioration in the primary and nominal deficits is leading to a

considerable acceleration of the debt / GDP ratio

Gross Public Sector Consolidated Debt (% GDP)

o w = Given the extension of the difficult public health
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= The preservation of the ceiling amendment
40.0% remains the main target of economic policy, acting
as an instrument for fiscal risk control.
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Source: Brazilian central bank. Elaboration and projections by Tendéncias.



== Fiscal

Fall in revenues and increase in spending are behind the wWorst picture
for fiscal results this years

= With Legislative Decree 6/2020, fiscal targets
are no longer a constraint this year (the
fiscal target in Budget Guidelines Law 2020 is -
R$ 118.9 billion or 1.6% of GDP).

= Primary result of the Public Sector is
expected to reach -9.9% of GDP or -R$

679.2 billion in 2020.

= Premise of structural reforms approval to
reduce mandatory spending growth, such as
Emergency Constitutional Amendment

Proposal is in the baseline scenario.
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—= Exchange Rate EXCHANGE RATE 34

L 1n
% End of period mYN o o
. .. nd of perio for)
= QOvercoming the pandemic is expected to reverse the L N 3
] ] _ _ _ R$ 5.0 N < <
atypical global rise in the dollar, allowing a certain 8_ P <°r'
. MmO m
accommodation of the BRL / USD exchange rate. RS 4.0 N :
n (o] o
= In real terms, exchange rates show a significant R$ 3.0 3 S ST < = 2
depreciation, which reinforces the expectation of a . “Sghegn
R$2.0 -
certain accommodation throughout the second
.. . . RS 1.0
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Source: Bloomberg e Central Bank of Brazil. Elaboration and projections by Tendéncias.



== Which sectors are the 35

cast affected?
Brazi 20is. |MEszorll|iEAl

Paper and cellulose Mining and Oil 11.8% 1.0% 8.0%
. . - o, o,
= Convergence of global stocks to levels close to the historical Manufacturing Industries 88.3% LR 6.8%
Food products 19.5% -3.4% 1.7%
average.

_ . _ o _ Food 15.3% 1.1% -0.9%
» Increase in Asian demand for tissue paper, in line with the E— P i P
higher consumption of hygienic products (such as masks). el 0.5% -8.9% 299
= Devalued exchange rate benefits Brazilian production. Textiles, leather and clothing 5.2% -31.9% 19.5%
Textile 1.4% -16.4% 10.3%
Leather and skins 1.6% -44.8% 29.8%

Food )
Clothing 2.1% -32.5% 20.6%
= Increase in the production of meat products (with emphasis on Wood, paper and cellulose 5.4% -42% 5.7%
poultry and swine). Wood 1.1% -15.7% 6.9%
= Significant increase in sugar production (devaluation of the Paper and cellulose 3.6% 4.1% 2.3%
j j j = 00 . 00
dollar and reduction in ethanol consumption). IHAG) G A O 30.5% oSk
Chemicals 23.8% -3.2% 3.6%
Petroleum products and biofuels 10.9% -1.3% 3.2%
Oil and Gas Pharmaceutical 2.2% -2.2% 4.8%
= Ramp-up of oil platforms inaugurated throughout 2019. Perfumery, soaps and cleaning 1.5% 2.4% 1.8%
= Two new platforms are expected to start operating in 2020 (P- Dl daiels 2000 "3.7% 2.8%
Rubber and plastic products 3.4% -11.3% 6.9%

70 and the new Peregrino field unit).
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== Which sectors are 36
most affected?

Sectors Weights Annual Rates (%)
Auto-vehicles Brazil 2019 | 2020* | 2021* |

= Impact of the crisis on the labor and credit markets Non-metallic minerals 3.4% -14.6% 9.4%
. L i 29 -16.59 7.39
(production remains limited by the low volumes sold). ECiREe SR &2 &
. . Machinery and equipment 12.0% -16.2% 8.7%
= Poor performance of important partners economies, such as , _
Metal products (excl. machin.&equip.) 3.1% -15.0% 8.6%
L L Machines and equipment 4.5% -15.5% 8.3%
Electrical machinery and equipment 2.3% -16.3% 9.5%
Computer equip., electronic and optical prod. 2.1% -19.4% 9.0%
Beverages . .
Transportation vehicles 10.3% -45.6% 34.8%
= Expected drop for the Food & beverages Service sector (with the Auto-vehicles 9.3% -47.4% 38 0%
closure of bars and restaurants). Other transport equipment 1.0% -29.2% 13.5%
= Household purchasing power has deteriorated considerably. Others 3.5% -14.3% 14.8%
Furniture 1.1% -25.4% 21.3%
Others 1.1% -18.4% 9.5%
Clothing Maintenance, repair & installat. of mach. 1.2% -0.5% 14.2%
= Negative impacts of the crisis on households' purchasing Total industry 100% -12.0% 7.0%
power.

» Restrictions on the functioning of retail trade during a public
calamity.
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Mining and Oil
(weight: 11.8%)

Maturation of major

investments in

Paper and

cellulose
(weight: 3.6%)

Greater Asian

Petroleum
products and

biofuels
(weight: 10.9%)

Food
(weight: 15.3%)

Lower sugar

production and low

—= Sectorial Recovery Timeline | The 10 Largest Industrial Sectors 37

Other chemicals
(weight: 5.6%)

High external

competition and

mining by Vale. demand and Production recovery household absence of large
expansion of after great industrial purchasing power. investments.
production capacity idleness.
in Brazil.
VERY FAST FAST

recovery recovery
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Machinery and
equipment
(weight: 12.0%)

High idle capacity,

low competitiveness

Non-metallic

minerals
(weight: 3.4%)

Gradual recovery of

the real estate

Rubber and

plastic products
(weight: 3.4%)

Expansion of China's

production capacity

Auto-vehicles
(weight: 9.3%)

Higher exports and
investments, amid

the gradual recovery
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Textiles, leather

and clothing
(weight: 5.2%)

External

competition and

and maintenance of market and and weakening of domestic weak domestic
uncertainties. investments in global demand. demand. demand.
infrastructure.
SLOW VERY SLOW
recovery recovery
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Source: Brazilian Institute of Geography and Statistics. Elaboration and projections by Tendéncias. Classification criteria
based on the accumulated variation between the level of industrial production in 2022 and the average 2017-19.




- Perspectives by Region | 2020 39

2020
= Central-West: good evolution of agricultural production )
_ _ _ Brazil: -7.3%
(especially soy) and less intense drop in the food products -6.8%
sector (increase in meat and sugar production).
( gar p ) -7.5%,

= North: positive evolution of the extractive and metallurgy industry

(return of the Albras operation), in contrast to the retraction of the industrial

sectors of the Manaus Free Zone.

-7.2%

= Southeast: negative impact in the pro-cyclical sectors, such as automotive and

metallurgy, and in the mining segment. Oil production shows good performance.

4 1)

= Northeast: with a high degree of informality, the Region will suffer the effects of the SZA’

stoppage of services. Expectation of lower industrial production in the transport and

metallurgy sectors.
= South: crop failure in Rio Grande do Sul, due to adverse weather conditions. Negative impact on the

southern industrial park, of segments sensitive to economic dynamics (machinery and equipment, and

vehicles).

Powered by " A .
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- Perspectives by Region | 2021 40

2021
Brazil: +3.4%

= North: strong recovery of the extractive industry, with

maturation of Vale's iron ore extraction investments.

= South: recovery of activities sensitive to economic dynamics
(machinery and equipment, and vehicles), coupled with the recovery

of soybean production, after a year of adverse weather conditions.

= Southeast: resumption of pro-cyclical sectors, such as automotive and
metallurgy. Lower sugar production and drop in agricultural production, due to

the negative biennial effect of coffee.

= Central-West: more modest performance in the food sector and drop in soybean

production, the region's main agricultural product.

= Northeast: heavily dependent on public investment and government transfers, the Region will suffer

from the slow recovery of the food and refining sectors.
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== COntents 42

1. International scenario
2. Brazilian scenario

3. Conclusion
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== COonclusion

Global GDP shows significant drop in
2020

Recovery in 2021 is based on the hypothesis of
containing the pandemic in the coming months.

Latin America should face a
substantial contraction this year and
the recovery trend should be very

moderate: Fragile initial condition,
permanent effects of the pandemic, smaller

stimuli compared to developed economies

43

The Brazilian economy should
recover its pre-pandemic GDP level in
2023

1st moment
Economy impacted by the virus containment
measures, with partial stoppage of several

segments of the economic activity.

2nd moment

More permanent effects, especially on
unemployment and financial health of agents,
persist in post-isolation. Higher uncertainty

given the political-institutional situation
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ECOMOMICS 20

Tendéncias stands out in the Top 3 ranking
of the Central Bank and the Fiscal Podium of the
Ministry of Finance, wich evaluate the degree of
accuracy of the institutions’ market projections. It is
also in the nineteenth edition of the GCR 100, a
publication that presents the most renowned
economic consulting offices in the world based on
quantitative and qualitative analyzes of the
provided services.

ﬁ l{*nd{'[_]{mm

www.tendencias.com.br

+55 11 3052-3311 / vendas@tendencias.com.br

Tendéncias has vast experience in the preparation of economic
studies, with a highly qualified team with experience in several
areas. This allows us to meet the needs of clients in the most
varied fields that demand economic knowledge, bringing the
solution of specific problems with exclusivity and confidentiality.
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