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l. Building a more resilient economy

li:; BANCO CENTRAL DO BRASIL 2



Nominal Exchange Rate

4.0

3.5

3.0

2.5

R$/US$

2.0
Mar 21:
1.5 2.07

1.0

Jan Jan Jan Jan Jan Jan Jan Jan Jan Jan
98 99 00 01 02 03 04 05 06 07

';_t BANCO CENTRAL DO BRASIL 3




Effective Real Exchange Rate
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Current Account
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Cumulative Reduction in FX-Linked Domestic

Debt since Jan/2003
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Impact of a 1% FX Change on Net Debt-to-GDP Ratio
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International Reserves
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Reduction in Sovereign External Debt

(US $ bi)
Face Value
Securitized External Debt 15.0
C-Bond call (Oct-05) T
Buy-back Program (Jan to Dec 06) 6.1
Brady Bonds Call (Apr 06) 6.5
Tender Offer (Jun 06) 18
Non-Securitized Debt 22 1
IMF | Payment (Jul 05) 4.9
IMF Il Payment (Dec 05) 15.5
Paris Club Payment (Jan 06) 1.4
Total 37.1
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External Debt
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Hedging against volatility around the elections

Fx Debt (Swap+Securities) Maturity Profile as of January
10 . 2005, and as of April 2006
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External Sustainability Indicators

Interest Payments/Exports
to 10.8%* from 29.0%
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Country Risk vs. Brazil Ratings
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Brazilian Country Risk x Other Emerging Markets
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Brazilian Real Exchange Rate Volatility
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Il. Strengthening stability and longer

decision horizons
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Inflation Targets
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Inflation Convergence to Targets
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Implicit Inflation Rate - NTN-B
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Interest Rate (Selic and 360-day Swap)
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Real Interest Rate (360-day Swap)
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Brazil inflation linked yields (NTN-Bs)
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Credit x Inflation
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Market Indicators

Brazil Risk Ibovespa Index in US$
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Capital Markets
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lll. Economic activity
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GDP: 1999-2007*
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Contribution of Domestic and External Demand

to GDP Growth

Compared to Same Quarter of Previous Year
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Household Consumption

Compared to Same Quarter of Previous Year
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Retail Sales
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Average Real Income and Payroli

3-Month Moving Average

1080

1060 Payrolls

—

120
118
116

1040 114
Real Income 112 o
1020 (deflated by |NPC) S
f 108 8
1000 =
106 D
980 104
960 102
100
940 98
Jan Jul Jan Jul Jan Jul Jan Jan
03 03 04 04 05 05 06
L 31 I

[t", BANCO CENTRAL DO BRASIL




Real Payroll Growth
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Job Creation in the Formal Sector
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Gross Fixed Capital Formation

Compared to Same Quarter of Previous Year
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Gross Fixed Capital Formation: 1999-2006
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Production of Inputs to Construction Industry
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Gross Foreign Direct Investment

12-Month Accumulated
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IV. A world class financial

infrastructure

'-tv_t BANCO CENTRAL DO BRASIL 38




Banco Central do Brasil (BCB) — Mission

* To ensure stability of Brazil's currency purchasing power

* To ensure the soundness and the efficiency of the
country’s financial system

* Regulation and supervision of the financial system

* Intervention in financial institutions and even decreeing
their extrajudicial liquidation, if necessary.

* Overseeing payments, securities and derivatives
settlement systems
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The Brazilian Payment System — features — |

* A real-time gross settlement (RTGS) system for transfer of
funds with queuing and intraday credit facilities

* Settlement in central bank money (inter-bank settlement)
* Full automation with straight through processing (STP)

* All settlement systems are supported by a high-
performance and open architecture network, which uses
XML language

* Three central securities depositaries (CSD) and two central
counterparties for securities and derivatives markets
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The Brazilian Payment System — features I

. Settlement certainty: central counterparties enforced by law
* DvP or PvP is observed in all systems
* Short settlement cycles:

* Funds transfers: STR - real-time

e Government securities: SELIC - real-time or BM&F - end of
day (T+0 or T+n)

* Corporate bonds: (T+0 or T+1)
* Stocks: T+3 (spot market)
* Derivatives: T+1
* All securities are dematerialized
* Adherence to international best practices (CPSS/IOSCO)
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The Brazilian RTGS System — STR
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Brazilian Government Securities CSD - The

SELIC System

Portfolio Value
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Securities and Derivatives Settlements

Systems

Volume of Transactions
(Daily Average)
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Securities and Derivatives Settlements

Systems

Gross Value of Transactions
(Daily Average)
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The Banco Central do Brasil Website
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