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“Brazil, without empty pride, has a marvelous future that eludes our sights.”

Oswaldo Aranha - Brazilian politician, diplomat and attorney-at-law.

Beyond any doubt, the most important moment of
the month, in every way, was President Bolsonaro's
speech at the UN. The organization, over 70 years old
now, reserves to Brazil, by tradition, the first speech of the
General Assembly. Many Brazilians made a difference in
the UN, but none stood out, so highly above others, as did
Oswaldo Aranha, a key player in the creation of the State
of Israel.

This prominent ‘isolated leadership” is over.

Bolsonaro gave a "historical" speech. The problem is that,

applaud the use of the world's leading tribune for, in
particular, defend the country from attacks on our
sovereignty in the Amazon, and also for a radical change
in our politics and economy, to present the new
environment in which we operate nowadays.

In fact, the speech was a break from what we
usually hear from our representatives at the UN. Direct
and straightforward, the tone sounded aggressive. True
and proud, the message sounded pedantic in stating that

Brazil has qualified people ready to solve and present the

although the solutions to  our
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Source: https //www history com/topics/world -war-ii/united-nations | Elaborated and adjusted by Planner Redwood

everything we have

grown used to (but we refuse to accept!) since his
campaign for president and these first nine months in
office. Thus, the president does not make much distinction
from the former Bolsonaro and the ‘institution" he sees
himself to have become.

The possible reflexes of a speech such as the one
delivered by Bolsonaro share opinions, but on one point
everyone agrees: it was a paradigm shift. Among those
who consider the president's speech a disaster in form
and content, they find no parallel in history, and say it was
‘anti-diplomacy” at work. They anticipate immediate
consequences in the form of a deficit in friendly dialogue
(agreements, deals, etc.) and the prestige of our proactive

diplomacy. On the other hand, there are those who

protecting the
Amazon and, of
course, focusing opportunities for the development of the
Brazilian population.

Did the tone muddle the substance of the
message? Perhaps. Soon we will find out. In a world
shrouded in radical change and a UN that needs to
strengthen its purposes, face criticism to the institution
and dispel its recent failures, Bolsonaro's speech was
anything but hypocritical. Unfortunately, as with the
president's position in Brazil, Bolsonaro's speech at the UN
seems to divide and inflame the country even further, thus
undermining the nation's immense future, meaning some
may feel more hatred for the president than love for Brazil.

In markets, the indicators presented “satisfactory”

performance for each segment. The Ibovespa closed up
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at 3.57% in the month, reaching 19.18% in the accumulated dollars in search of profitable investments.

of 2019. Interest rates vertices DI1IF20 and DIliF25 were In line with some dose of optimism (though
representative of the overall downward shift of the yield contained, as it should be), the CAGED framework says a
curve, closing the month at 5.07% and 6.68%, respectively. lot. While it may take some time for Continuous PNAD to
Brazil risk, measured by the 5-year CDS, varied 2.64 points point in the same direction (methodological and temporal
in the month, with lows at 117 points and ending the month
at 136.5 points. The Dollar (Ptax) ended the month at BRL

41644 at 0.63%, a much more timid increase than last

differences impact but should not change the trend), both
statistics should indicate, albeit gradual, improvement in
employment scores. For CAGED, the expectation was for
month - the Real remains one of the most undervalued 100 thousand newly created jobs, a drop in projections

currencies in recent months. compared to August 2018. Despite the seasonality of this

Economic activity persists at a slow and gradual
pace, and seems to be couched, contrary to previous
years, on more solid foundations in this government. This
is because the long-dreamed reforms begin to take

shape, although surprises (dehydration) are not ruled out

month, this was a higher figure than projected and the
month itself, a pleasant surprise - with important
highlights for some sectors. The unemployment rate,
however, remains high at 11.8% (Continuous PNAD).

Monetary policy clearly seems to be heading for

until its final August July June May August| August further reductions
approval. A CACED 2019 2019 2019 2019 2013 in the SELIC base
components of |Total 121,387 43,820 48,436 32,140 110,431  10% rate. That's
the Brazilian GDP | Oiland Mining 1,235 1,049 565 627 467 164%  pecause with
on the demand | Manufacturing 19,517 5,391 -10,988 -6,136 15,764 24% L ed inflation
and supply side. Utilities 77 494 2525 415 1,240,  -106% expoctations, and
Construction 17,306 18,721 13,136 8,459 11,800 a7% '
for both 2019 and | p iy 23,626 4,887 -3,007 -11,305 17,850 329 the high degree of
2020, indicate little | gervices 61,730 8,948 23,020 2,533 66,256 7% idleness in the
fluctuation in | Public Admin 1,391 -315 483 1,004 394 253% economy, BACEN
relation to our | Agriculture 3,341 4,645 22,702 37,373 -3,349 0% il place interest

. . Source: MTE | Elaborated by Planner Redwood
latest projections.

For 2019, growth will be just below 1% and for 2020 just
above 2%. Both projections are far from our GDP potential
growth, but the last quarter of 2019 seems to indicate that
the worst is behind us.

Obviously, this perspective is conditional on the
scenario of ongoing structural reforms and other
microeconomic adjustments, increased productivity,
efficiency gains, greater economic flexibility and improved
business environment. Not least, although beyond the
realms of our will and action lies the work of various
Central Banks around the world. Yes, the adoption of
successive monetary stimuli in major economies has
helped to maintain a relatively favorable environment for
emerging economies - Brazil among them. \¥e now have
huge comparative advantages over our peers, just by

continuing our "homework" to attract part of the trillions of

rates below the
neutral interest rate. The measure follows the elementary
concepts of economics, as it would exert stimulus into the
economy. Ok, the problem is that this rate is not
observable, so it depends on continual evaluation of
countless variables to judge whether or not it is at an
adequate level - it is roughly an interactive trial-and-error
process of approximations. After all, the direction (in this
case, reduction) is followed by the decision on intensity. At
this point, we at Redwood are quite misaligned with much
of the market projecting a 4.5% to 4.75% SELIC by the end
of this year. In addition to the uncertainties of reforms, the
strong appreciation component of the US currency
appears to impose limits on stronger SELIC reductions.
We trust that BACEN will be able to continue its monetary
much more

easing in the next meetings, but

conservatively than the market expects.
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On the fiscal side, the government's cash position
pointed to a primary deficit of BRL 16.9 billion in August,
reflecting the best performance in the month since 2017.
Up to August, the deficit amounts to BRL 52.1 billion, while
in the same period last year the result was a larger deficit
of approximately BRL 58.7 billion. The result is important
because in 2018 the government registered some non-
recurring revenues. With the prospect of closing the year
2019 at BRL 20 billion short of the targeted primary deficit
of BRL 139 billion, the news sounds good, but not so
much. Primary deficits have built up for over five years
now, and until we have surpluses, the situation will not
improve significantly. Another way of looking at this

situation is by

Global Interest Rates

(10.82%) and June (4.86%), accumulating 19.18% within the
year. It is quite reasonable to expect better returns in the
stock market in a lower interest rate environment - it will
come as no surprise if this movement continues.

The foreign exchange market this month was also
much more “well-behaved", oscillating 0.63% closing at
BRL 4,1644. At any rate, the Real remains one of the worst
performing currencies among the emerging ones. The 5-
year CDS, the main country-risk thermometer, has
recently hit lows but, mainly for external reasons of
internal impacts, it has picked up with significant hikes at
the end of the month - significant volatility as it started the
month at 134 points, made the 117 low, 138 high, and
ended at 1365

assessing the 7 - points - a setback
Federal Public Debt 6 /-\ g to identify investors
- the one issued by 5 /— E” may be more
the National . g confident investing
Treasury to finance g , = here.

the government's g Around the
financial gap ’ f==s world, markets
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than revenues from ° global  recession
tax collection) - '1° S PSP AP P A DS S DS P and, in this wave,
which, for the first « 4@ W & \!@ \*” O o o e@ & 4@' & follow strong

====Federal Reserve Bank of England Bank of Japan
time, has exceeded ECB ===Bank of Canada = Average criticism about the

Source: Bloomberg | Elaborated by Planner Redwood

the level of BRL 4
tri. From any angle, a mountain of money, which should
reach BRL 4.3 tri by the end of 2019.

In financial markets, the main indicators showed a
good return, contrasting with last month. The entire yield
curve of pre-fixed interest rate maturities showed a
reduction, in line with our recent observations that last
month could have been a “technical” stop, and no further
change in our future outlook for the segment. This
scenario is already starting to have a stronger impact on
the management fee collection by investment funds, in
particular DIs and Fixed Income, as their performance is
proportionally more affected in a lower interest
rate/return environment with the same management fee.

In the stock market, Ibovespa ended the month

with the best performance in the year (3.57%) after January

performance of
Central Banks. Standing out from this global recession is
the US economy, which grew 2 percent from the
annualized rate in Q2, strong enough to scare away the
specter of recession. However, whereas the US economic
fundamentals are strong, financial market show some
disturbing signs, given the Fed's interventions in the
market this month. In Europe despair is far greater:
Helicopter Money and Modern Monetary Theory are
already conversation topics - both stimulating, but with
practical impediments on that continent. In Asia, Central
Banks will not be left behind, and monetary easing is on its
way. Finally, on the political side, the American
Democratic Party has initiated Trump's impeachment

process. A shot in their own feet!
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DISCLAIMER

This material has been prepared by Planner Redwood Asset Management Administracdo de Recursos LTDA.
(Redwood) and is for information purposes only and does not constitute a recommendation for investment,
offer or solicitation of an offer to acquire securities or any financial instrument. The information, opinions,
estimates and projections refer to the present date and may contain information about future events and
these projections / estimates are subject to risks and uncertainties related to factors that exceed our ability to
control or estimate accurately, such as market competitive environment, fluctuations of currency value and
inflation, changes in regulatory and governmental entities, as well as other aspects that may differ materially
from those projected without prior notice. The information herein contained is based on the best available
information collected from public, official or credible sources, which we believe to be reliable and of good faith.
However, they have not been independently verified and, neither express nor implied warrant is given as
regards their accuracy. We are not responsible for any omissions or errors, and even as we have taken all
precautions to ensure that the information contained herein is not false or misleading, Redwood is not
responsible for its accuracy or completeness. The opinions expressed solely reflect our opinions at the
moment. We reserve the right at any time to buy or sell such securities. These projections and estimates
should not be construed as a guarantee of future performance. Redwood undertakes no obligation to publish
any revisions or update such projections and estimates in light of events or circumstances that may occur after
the date of this document. This material is provided for the exclusive use of its recipients and its contents may
not be reproduced, redistributed, published or copied in any form, in whole or in part, without the express
permission of Redwood.

©2019 Planner Redwood Asset Management Administracdo de Recursos LTDA. All rights reserved.
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