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July bimonthly report reduces spending block by BRL 5.7
billion

Overview: July's primary revenue and expenditure assessment report brought Tiago Sbardelotto
no spending cuts ("contingenciamento”) and a spending block ("blogueio”) Economist
reduction of BRL 5.7 billion (totaling BRL 17.9 billion). Revenues were revised
upward, mainly reflecting stronger tax collection performance. On the  Contact _
. . . . . . economiaxp@xpi.com.br
expenditure side, the revision was concentrated in extraordinary credit and
discretionary spending, while social security benefits and BPC/LOAS estimates
were reduced. We expect the government to meet the primary balance target
and now see the possibility of additional expenditure unblock in upcoming
bimonthly reports. However, we still see risks related to measures to mitigate oil
prices

May’s bimonthly Primary Revenue and Expenditure Assessment Report (RARDP) presented no expenditure cuts
(“contingenciamento”) and indicated a reduction in expenditure block (“bloqueio”). The estimated 2026 primary
deficit was updated from BRL 60.3 billion (0.4% of GDP) to BRL 52.0 billion (0.4% of GDP). Excluding the off-
target expenditures, the primary balance reached a surplus of BRL 10.8 billion (0.1%) from BRL 4.1 billion (0.0%)
in the previous report. As the deficit remained between the lower bound (BRL 0) and the midpoint of the primary
balance target (BRL 34.9 billion, or 0.25% of GDP), no spending cut was required. However, as mandatory
expenditure within the limit fell by BRL 5.7 billion, the total block in discretionary spending to comply with the
spending cap rule was reduced from BRL 23.7 billion to BRL 17.9 billion.

Main revisions

Tax revenues were revised upward. The forecast for revenues administered by the RFB rose by BRL 27.8 billion,
led by Income Tax (BRL 12.7 billion) and PIS/Cofins (BRL 5.6 billion). In turn, both social security revenues and
revenues not administered by RFB fell by BRL 4.3 billion, the latter due to a downward revision in other revenue
not administered by RFB. Of high relevance, revenue grew despite the reduction in oil prices for the coming
months, most of it reflecting the results from May and June that were above expectations. Overall, net revenue
rose by BRL 12.3 billion.

Expenditure estimates grew by only BRL 4.0 billion. Most of this increase was due to expenditure not included in
the limit, such as extraordinary credit (BRL 4.7 billion), which can be explained by the growth in fuel subsidies.
There were downward revisions in personnel (- BRL 4.3 billion), social security benefits (- BRL 2.9 billion), and
BPC/LOAS (- BRL 3.2 billion). Finally, it is worth noting that the discretionary expenditure rose by BRL 6.8 billion,
mostly due to the expenditure unblock of BRL 5.7 billion.

Meeting the target remains the baseline scenario. The upward revision to this year's revenue projections was
expected due to the strong tax collection performance in the previous months. That said, we assess that the fuel
subsidies were not fully incorporated in this report and therefore remain a source of risk to the primary balance
target.

The reduction in spending blockage was expected but it could be higher. We estimated that the government
could reduce the spending block by BRL 12.4 billion given the recent trend in social security benefits and
BPC/LOAS, whose expenditure did not rise as expected even with a fast pace of reduction in the backlog of
applications and a potential downward revision to personnel and subsidies and grants. Accordingly, the BRL 5.7
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billion reduction in the spending block reveals a more conservative approach for the government, which is
required at this point.

Therefore, we see room for additional spending block reduction in the coming months. Our current forecast is a
deficit of BRL 45.5 billion (0.3% of GDP), or a surplus of BRL 14.5 billion (0.1% of GDP) excluding off-target
expenditure, thus remaining slightly above the lower bound of the primary balance target. On the spending limit
front, we consider it possible that about BRL 6.7 bn in discretionary expenditure may be unblocked in upcoming
bimonthly reports.

BRL Bn
BREAKDOWN 2nd Bimonthly  3rd Bimonthly XP 2026  XP - Bimonthly
report report
TOTAL REVENUE 3,218.0 3,237.2 3,225.2 (12.0)
Revenue Administered by RFB 2,052.0 2,079.8 2,055.4 (24.4)
Import tax 112.4 1143 103.8 (10.5)
Industrialized Products Tax (IPI) 95.6 100.0 935 (6.5)
Income Tax (IR) 940.8 953.5 949.3 (4.2)
Financial transactions tax (I0F) 1059 106.1 108.2 2.1
Social security financing(Cofins) 4141 419.7 416.4 (3.3)
Social security funds (PIS/Pasep) 1104 110.5 111.7 1.2
Social contribution on net earnings (CSLL) 196.4 201.2 199.4 (1.8)
Other administered by RBF 72.6 70.8 70.0 (0.8)
Social security contributions 788.3 784.0 785.9 1.9
Revenue Not Administered by the RFB 377.7 373.4 383.8 10.4
Exploitation of natural resources 1725 1721 170.7 (1.4)
Dividends and Shareholdings 554 555 57.5 2.0
Other Revenue Not Administered by the RFB 65.0 60.9 62.4 1.5
TRANSFERS BY REVENUE SHARING 636.7 643.6 638.8 (4.8)
NET REVENUE 2,581.3 2,593.6 2,586.4 (7.2)
TOTAL SPENDING 26417 ~ 2,645.6 2,651.9 6.3
Social Security Benefits 1,135.7 1,133.0 1,128.1 (4.9)
Personnel and Charges 454.1 449.9 447.1 (2.8)
Other Mandatory 454.8 7 455.3 460.7 5.4
Salary bonus and unemployment insurance 96.6 98.2 98.9 0.7
Elderly and disabled assistance (BPC/LOAS) 148.0 144.7 141.4 (3.3)
Extraordinary credits 194 234 36.0 12.6
Court-ordered debts (funding and capital) 453 432 42.5 0.7)
Subsidies and Grants 30.7 30.8 26.9 (3.9
Expenditure Subject to Financial Programming 596.9 607.3 615.9 18.9
Mandatory with Flow Control 377.5 381.0 390.0 12.5
Discretionary expenditures 219.5 226.3 225.9 6.4
CENTRAL GOVERNMENT PRIMARY BALANCE (60.3) (52.0) (65.5) (5.2)
Expenditure under execution - - 20.0 20.0
PRIMARY BALANCE FOR TARGET CALCULATION (60.3) (52.0) (45.5) 14.8
Spending not included in the target 64.4 62.8 59.9 (4.4)
PRIMARY BALANCE FOR TARGET CALCULATION 4.1 10.8 14.5 10.4
Primary balance target (lower bound) - - - -
EFFORT REQUIRED (4.1) (10.8) (14.5) (10.4)
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Disclaimer

1) This report was prepared by XP Investimentos CCTVM S.A. ("XP Investimentos or XP") according to the requirements provided in CVM Resolution 20/2021 and aims
to provide information that can help the investors make their own investment decisions, and does not constitute any kind of offer or purchase request and/or sale of any
product. The information contained in this report is considered valid on the date of disclosure and has been obtained from public sources. XP Investimentos is not liable
for any decisions made by the customer based on this report.

2) This report was prepared considering the product risk classification in order to generate allocation results for each investor profile.

3) All of the views expressed in this research report accurately reflect the research analyst's personal views regarding any and all of the subject securities or issuers. No
part of analyst(s) compensation was, is or will be, directly or indirectly related to the specific recommendations or views expressed in this research report.

4) The signatory of this report declare that the recommendations reflect solely and exclusively their personal analyses and opinions, which have been produced
independently, including in relation to XP Investimentos and which are subject to modifications without notice due to changes in market conditions, and that their
remuneration are indirectly affected by revenue from business and financial transactions carried out by XP Investimentos.

5) The analyst responsible for the content of this report and the compliance with CVM Resolution 20/2021 is indicated above, and, in the event of an indication of another
analyst in the report, the person responsible will be the first accredited analyst to be mentioned in Report.

6) XP Investimentos’ analysts are obligated to comply with all the rules laid down in the APIMEC’s conduct code for the securities analyst and XP Investimentos’ analyst
of securities conduct policy.

7) Customer service is carried out by XP Investimentos employees or by autonomous investment agents who perform their activities through XP, in accordance with
CVM Resolution 16/2021, which are registered in the national association of brokers and distributors of securities (“ANCORD”). The autonomous agent of investment
may not provide consulting, administration or management of customer net worth, and must act as an intermediary and request prior authorization from the client for
the realization of any operation in the capital market.

8) The products presented in this report may not be suitable for all types of customer. Before making any decisions, customers should ensure that the products presented
are suitable for their investor profile. This material does not suggest any change of portfolio, but only guidance on products suitable to a certain investor profile.

9) The profitability of financial products may present variations and their price or value may increase or decrease in a short period of time. Past performance is not
necessarily indicative of future results. Performance disclosed is not net of any applicable taxes. The information present in this material is based on simulations and
the actual results may be significantly different.

10) This report is intended exclusively for to the XP Investimentos’ network, including independent XP agents and XP customers, and may also be released on XP’s
website. It is prohibited to reproduce or redistribute this report to any person, in whole or in part, whatever the purpose, without the prior express consent of XP
Investimentos.

11) XP Investimentos’ ombudsman has the mission to serve as a contact channel whenever customers who do not feel satisfied with the solutions given by the company
to their problems. The contact can be made via telephone 0800 722 3710 if you are in Brazil or via ombudsman form if you are in other localities:
ttps://institucional.xpi.com.br/ouvidoria.aspx/.

12) The cost of the transactions billing policies are defined in the operational cost tables which are made available on XP Investimentos website: www.xpi.com.br.
13) XP Investimentos is exempt from any liability for any damages, direct or indirect, that come from the use of this report or its contents.

14) Technical analysis and fundamental analysis follow different methodologies. Technical analysis is performed following concepts such as trends, support, resistance,
candles, volume, and moving averages, amongst others. Fundamental analysis uses as information the results disseminated by the issuing companies and their
projections. In this way, the opinions of fundamental analysts, who seek the best returns given the market conditions, the macroeconomic scenario and the specific
events of the company and the sector, may differ from the opinions of technical analysts, which aim to Identify the most likely movements on asset prices, using "stops"
limit possible losses.

15) Investment in stocks is appropriate for moderate and aggressive profile investors, according to the suitability policy practiced by XP Investimentos. Equity
investments available are portion a company’s capital that is traded on the market. Stock is a variable financial investment (i.e. an investment in which profitability is not
pre-established and varies depending on market quotations). Investment in stock is a high-risk investment and past performance is not necessarily indicative of future
results and no statement or warranty, expressed or implied, is made in this material in relation to future performance. Market conditions, macroeconomic scenario,
company and sector specific events can affect investment performance and may even result in significant asset losses. The recommended duration for equity
investments is medium-long term. There is no guarantee of investment return for customers'’ investments in stock.

16) Investment in options is preferably indicated for aggressive profile investors, according to the suitability policy practiced by XP Investimentos. In options market, the
purchase or sale rights of a good shall be negotiated at a price fixed at a future date, and the purchaser of the negotiated duty should pay a premium to the seller as in a
secure agreement. Operations with these derivatives are considered very high risk for presenting high risk and return relationships and some positions present the
possibility of losses higher than the capital invested. The recommended duration for the investment is short-term and the customer's assets are not guaranteed in this
type of product.

17) Investment in terms is indicated for aggressive profile investors, according to the suitability policy practiced by XP Investimentos. They are contracts for the purchase
or sale of a certain number of shares at a fixed price for settlement within a specified period. The term of the contract is freely chosen by the investors, complying with
the minimum period of 16 days and a maximum of 999 days. The price will be the value of the added share of a portion corresponding to the interest-which are set freely
on the market, depending on the term of the contract. Every transaction in the term requires a guarantee deposit. These guarantees are provided in two forms: coverage
or margin.

18) Investments in futures markets are subject to significant loss of principal, and are therefore appropriate for aggressive profile investors, according to the suitability
policies practiced by XP Investimentos. A commaodity is an object or price determinant of a future contract or other derivative instrument, which may substantiate an
index, a fee, a movable value or a physical product. Commodities are considered high risk investments, which include the possibility of price fluctuation due to the use
of financial leverage. The recommended duration for commaodity investments is short-term and customers’ assets are not guaranteed in this type of product. Market
conditions and the macroeconomic scenario can affect the performance investments.

19) This institution is adhering ANBIMA Code of Regulation and best practices for the distribution activity of retail investment products.
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20) XP Investments US, LLC, a broker-dealer registered with the U.S. Securities and Exchange Commission, has assumed responsibility for this research for purposes of
U.S. law. All transactions arising from this research should be directed to XP Investments US, LLC, at+1 646-664-0525
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