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Covering letter

The Fiscal Follow-Up Report (RAF) complies with Senate Resolution no. 42 of 2016. In this edition, we present our
updated assessments of the macro-fiscal environment and calculate, in the Budget section, the fiscal space for 2022
derived from the eventual approval of the court-ordered debts constitutional amendment proposal (PEC). Fiscal risk
has increased and, as a result, interest rates and the average cost of public debt. The pessimistic scenario the IFI
formulated in October increased strength.

The economic outlook changed after the risk of altering the spending cap materialized in the latest version of the court-
ordered debts PEC, already approved in two rounds by the House of Representatives. The retroactive change in
correcting the spending ceiling (Amendment 95) would be, in practice, the end of the rule as conceived. In addition to
the proposal, which is now in the Federal Senate, is the limitation on court-ordered debts (mandatory expenses)
issuing.

The effects on the macroeconomicscenarioare already visible. Instead of promoting a new revision of our macro-fiscal
forecasts, we have opted for a qualitative analysis of the new risks only one month after elaborating the current base,
optimistic and pessimistic scenarios.

Thus, in the Macroeconomic Context section, we highlightinflationary risk, the tendency for interest rates to rise more
significantly, and the possibility of lower GDP growth in 2022. For now, the probability of the pessimistic scenario has
increased.

In the Fiscal Scenario, it is clear that the upward movement of the average cost of the public debt, already identified
previously by the IF], persists. It reflects the increase in the Selic base interest rate by the Central Bank and the
premium for the higher risk priced by the market in the yield curve for different maturities.

IFI has been alerting that the fiscal gains derived from high inflation and its effects on nominal GDP and the debt-to-
GDPratio would be temporary - before the presentation of the PEC itself. The reason is that we had foreseen the need,
at some point, for more monetary contraction to cope with the resilience of inflation. This expectation was reinforced
by the proposal, as mentioned earlier, and its approval by the Chamber of Deputies.

In the Budget section, we have shown that the fiscal space opened up by the court-ordered debts PEC, if approved by
the Senate, would be R$ 93 billion. Besides the already announced allocations, especially the new social expenditure,
under the IFI's base scenario, there would be an additional room of R$ 24.5 billion to increase primary expenditure,
whether discretionary or mandatory.

The destination of the space opened by the PEC should materialize in the form of an amendment to the Annual Budget
Bill (PLOA), also contemplating a possible revision of the macroeconomic parameters used by the government.

In short, the fiscal risk has increased, and the unfolding of this new framework on the economy could be severe. The IFI
will continue to monitor the general picture and estimate the resulting fiscal effects.

Felipe Scudeler Salto
IFI Executive Director

Daniel Veloso Couri
IFI Director

Vilma da Concei¢ao Pinto
IFI Director
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Summary

e The perspectives of changes in the spending ceiling rule and the opening of space in the 2022
Budget led to a substantial increase in interest rates required in government bonds and a
movement of revision of market agents' macroeconomic variables forecasts. This environment
increases the probability of the projections presented in the pessimistic scenario outlined by the IFI
in October. (Page10)

e Issuance ratesin DPMFipublicofferings continued torise in October, according to a survey carried
out by the IFI with auctions held by the National Treasury in the period. Information from the
Monthly Debt Report (RMD) shows that these rates began to rise in June, alongside increases in
country risk premiums. The increase in risk premiums reflects uncertainties regarding the
inflationary scenario and the fiscal policy. (Page 22)

e Datafrom the Central Bankindicate thatpublicsector interest expenses, measured as a proportion
of GDP, rose for the third consecutive month in September, according to the movement observed in
DPMFiissuerates. [tappearsthere hasbeenareversalin the trajectory ofinterest expenses, which
may require the government to make more significant efforts to generate primary surpluses to
contain an eventual worsening in the trajectory of the nominal result. Furthermore, higher interest
expenses will put pressure on indebtedness indicators and may affect the perception of the
country's fiscal framework sustainability and the level of the Selic rate. ( Page 22)

e The court-ordered debts PEC was approved in the Chamber of Deputies and is now under
consideration in the Federal Senate. [FI estimates that the proposal should generate room of R$
93.0 billion in the 2022 spending ceiling. From June to December, the change in the IPCA that
corrects the ceilingaccounts for R$ 47.6 billion of this total. The remaining R$ 45.4 billion derives
from creating the spending limit for court ruling and court-ordered debts. ( Page 26)

e A good partof the space generated by the approval of PECno. 23 would already be fulfilled. Among
several measures announced, the most relevant is the temporary benefit of R$ 400 per month
under the Auxilio Brasil, with an estimatedimpact of R$ 46.9 billion. According to IFI's projections,
the margin for primary expenditures expansion beyond those announced should be R$ 24.5 billion.
In the calculation made based on the projections of PLOA 2022, there would be a need to adjust
expenses indexed to the INPC, and the margin would fall to only R$ 1.8 billion. (Page 26)

IFI’s publications comply with the provisions of Resolution No. 42/2016 and do not represent the opinion of the Federal Senate, i ts Committees, or
Parliamentarians. All RAF editions are available for download at: http://www12.senado.leg.br/ifi/publicacoes-ifi.

Contact: ifi@senado.leg.br | (61) 3303-2875
Social Media:ﬁ /INSTITUICAOFISCALINDEPENDENTE O @IFIBrasil @ifibrasil o /instituicaofiscalindependente

/company/instituicio-fiscal-independente
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1. MACROECONOMIC CONTEXT

The perspectives of changes in the spending ceiling rule and the opening of spacein the 2022 Budget with the approval
in the second round in the Chamber of Deputies of PEC no. 23/2021 caused a substantial increase in the interest rates
required in auctions of public bonds. Between September and October, the return on a one-year bond rose from 9.0% to
12.0% in nominal terms. Longer maturity rates also increased significantly, representing a tightening in financing
conditions. The outlook of economic agents for the main macroeconomic variables, for this reason, is being revised.

The extreme volatility and uncertainty environment increases the probability of materialization, at least in the short
term, of the pessimistic scenario outlined by the IFI in the October RAF2 This outlook, which incorporates a more
expansionary fiscal policy and eventual changes in fiscal rules, is marked by more resilientinflation and a much slower
reaction of output and the labor market.

1.1 Economic activity

The activity indicators presented a heterogeneous behavior amongsectors in the third quarter. The industrial
production index released by IBGE showed a variation of -0.4% between August and September in the seasonally
adjusted series. Theloss of dynamism of the manufacturing industries reflects, to alarge extent, supply disruptions and
the increase in costs. Between the second and third quarters, production shrank 1.7%, seasonally adjusted.

Services are the only vector of GDP growth. In the context of high inflation, the reduction in families' disposable
income affects the dynamics of retail sales. According to the IBGE, in the Monthly Retail Trade Survey (PMC), the
expanded retail sales volume index for August dropped 1.1% in comparison with September, seasonally adjusted.
Between the second and third quarters, there was a drop of 1.7%. On the other hand, the services sector gains
momentum with the advance of vaccination and the easing of mobility restrictions. In the Monthly Survey of Services
(PMS-IBGE), the volume of services in September dropped 0.6% compared to August in the seasonally adjusted series
but advanced 3.0% in the quarterly comparison.

The consolidated activity indicator suggests stability for the third-quarter GDP. The Central Bank's Economic
Activity Index (IBC-Br), which aggregates information from the GDP sectors on the supply side, shrank 0.3% from
August to September on a seasonally adjusted basis (Table 1). The index dropped 0.1% from the second to the third
quarter, suggesting stability for the GDP results in the period.

2 Available at: https: //www2.senadoleg.br/bdsf/bitstream/handle/id /593636 /RAF57 QUT2021.pdf
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TABLE 1. ECONOMIC ACTIVITY INDICATORS

Month x previous month Quarter x last quarter

(seasonally adjusted) (seasonally adjusted)
Industrial production -1.2% -0.7% -0.4% -1.4% -1.2% -1.7%
Retail sales 1.4% -3.0% -1.1% 2.6% 0.6% -1.7%
Volume of services 1.1% 0.4% -0.6% 3.1% 4.3% 3.0%
Central Bank's Economic Activity Index (IBC-Br) 0.1% -0.3% -0.3% -0.5% 0.1% -0.1%

Source: IBGE and Central Bank. Prepared by: IFI.

October indicators carry mixed signals. The business and consumer confidence indexes produced by the Getulio
Vargas Foundation (FGV) rose 0.4 and 1.0 percentage points (p.p.) between September and October. Given the presence
of many risks surrounding the recovery of economicactivity and job creation (high inflation,loss of credibility of fiscal
policy, tightening of monetary policy, electoral uncertainty, energy crisis, and deceleration in the volume of world
trade), the favorable variations in October will most likely not sustain in the following releases.

Concerning industrial indicators, the Level of Utilization of Installed Capacity (NUCI), also published by the FGV in the
Industry Survey, rose from 80.2% in September to 81.3% in October (in seasonally adjusted terms). The production of
vehicles reported by Anfavea (National Association of Automotive Vehicle Manufacturers),in turn, dropped 0.2% in the
monthly comparison, intensifying the downward trend observed since the beginning of the year. Within the
manufacturing industry, the automotive segment has significantly been affected by supply disruptions.

In the Focus Survey, GDP forecasts movedto4.9%and 0.9% in 2021 and 2022. Among the agents that registered
their projections in the Central Bank's Focus Survey, the outlook for the 2021 GDP reached 4.9% on November 12
(range of one standard deviation between 4.6% and 5.1%), after reaching 5.0% in September 4.9% in October. The
market forecasts average for 2022 growth, meanwhile, stands at 0.9% (a standard deviation range between 0.3% and
1.5%), retreating in comparison to what was expected in September (1.6%) and October (1.1%).

FIGURE 1. MARKET FORECASTS - GDP (2022)
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1.2 Labor market

The unemployment rate recorded a significant drop in comparison with the same period last year. According to
statistics obtained in the Continuous National Household Sample Survey, the unemployment rate reached 13.2% of the
labor force in the quarter ended in August, dropping 1.3 p.p. compared to the same period a year earlier (14.5%). The
trend that appeared in the July data remained in the August release. The result reflected the significant advance in the
working population (10.4%), more significant than the labor force (8.8%).

The dynamics ofinformal employment explain most of the expansion in the working population. The employed
population in Brazil totaled 90.2 million people in the quarter ended in August, up 10.4% compared to the same period
in 2020. Table 2 show that the occupation improvement followed the response in informal® employment (from 31
millionin the quarter ended August 2020 to 37.1 million in the quarter ended August2021, a variation of 19.5%), with
highlight to the improvement in the number of people employed withoutalabor contract in the private sector (23.3%)
and self-employed people (18.1%). Although to alesser extent, the number of formalized workers increased from 50.6

million to 53.1 million (variation of 4.9%).

TABLE 2. WORKING POPULATION

Variation compared to the

% to the total working

Absolute values (thousand) same quarter of the previous )
Breakdown year population
Working pop. 81,666 89,042 90,188 -12.8% 8.6% 10.4% 100.0% 100.0% 100.0%
Informal 31,043 36,295 37,099 -19.9% 18.2% 19.5% 38.0% 40.8% 41.1%
Formal 50,623 52,747 53,089 -7.7% 2.8% 4.9% 62.0% 59.2% 58.9%
Private sector 37,822 40,970 41,830 -15.6% 7.6% 10.6% 46.3% 46.0% 46.4%
Formal 29,067 30,631 31,039 -12.0% 4.2% 6.8% 35.6% 34.4% 34.4%
Informal 8,755 10,339 10,791  -25.8% 19.0% 23.3% 10.7% 11.6% 12.0%
Domestic worker 4,559 5,332 5,524  -27.5% 16.1% 21.2% 5.6% 6.0% 6.1%
Public sector 11,912 11,790 11,589 2.1% -2.7% -2.7% 1.6% 1.5% 1.5%
Employer 3,905 3,746 3,788 -10.2% -4.9% -3.0% 3.9% 4.5% 4.6%
Self-employed 21,521 25,172 25,409 -11.4% 17.6% 18.1% 14.6% 13.2% 12.8%
Auxiliary workers in the family business 1,947 2,032 2,048 -11.2% 7.2% 5.2% 4.8% 4.2% 4.2%

Source: IBGE. Prepared by: IFI.

Underutilization of the labor force is high. In the quarter ended in August, the number of people over 14 years old
who were either unemployed (13.7 million) or underemployed due to insufficient hours worked (7.7 million) or
discouraged* (5.3 million) totaled 26.7 million individuals, a rise of 4.3% in comparison with the same period a year
earlier. If these individuals who stopped working were in the labor force, the unemployment rate would be 22.8%.

3lt includes the following positions: private sector and domestic workers without a signed contract, employer and self-employed without CNPJ, and
auxiliary workers in a family business.

4Discouraged people are those who had not conducted an effective search but would like to have a job and were available for work in the reference

week of the survey.
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FIGURE 2. UNEMPLOYMENT RATE (% OF THE LABOR FORCE)
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Averagereal income fell 10.2% in comparisonwith the same period in 2020. High inflation and unemployment

rate limit workers' power in negotiations for salary increases. Additionally, the more concentrated hiring boost in
lower-paid activities also helps explain the drop in income. As a result, there was also a 0.7% drop in the payroll
indicator (average income multiplied by the number of occupied people).

Caged shows amore favorable picture for formal employment than the one described by PNAD Continuous.
Even with the downward update of the job creation balance in 2020 due to the incorporation of declarations of
admissionsand dismissals of employees sent by companies after the deadline, the General Register of Employed and
Unemployed Workers (Caged) shows amore favorable picture for formal employment than that presented in the PNAD
Continuous. Instead of the 142.7 thousand openings last year, the positive balance of the Caged was updated to 75.9
thousand, anumber 46.82% lower than previously announced by the government. According to data from the Central
Bank® calculated based on the Ministry of Economy, the stock of formal workers in the quarter ending in September
2021 reached 41.5 million people, representing a growth of 8.2% to the same period of the previous year (38.4 million).

5Seriesno. 28763 collected at SGS - Sistema Gerenciador de Séries Temporais (SGS).
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FIGURE 3. FORMAL EMPLOYMENT
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1.3 Inflation and monetary policy

Since 2021, consumerinflation has risen in several countries, driven by increased demand as economies reopen, supply
disruptions, and rising commodity prices on the international market. In Brazil, the water crisis im pacts electricity
costs and adds further pressure on consumer inflation. Additionally, the higher fiscal risk materialized in increasing the

country risk premium, and exchange rate depreciation generates new uncertainties to the future inflation trajectory,
making it difficult for the Central Bank to anchor expectations.

FIGURE 4. IPCA AND CORES (12-MONTH ACCUMULATED % CHANGE)
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Source: IBGE and Central Bank. Prepared by: IFL.

Consumer inflation in October reached 10.67% over twelve months. As measured by the Extended National
Consumer Price Index (IPCA), consumer inflation advanced from 1.16% in September to 1.25% in October. Over 12
months, IPCA accelerated from 10.25% to 10.67%, above the inflation target (3.75% with an interval of 1.5 percentage
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points above and below). The average of the inflation cores® constructed by the Central Bank (several measures that
exclude the influence of more volatile items from total inflation) rose from 6.5% to 7.0% over twelve months
accumulated between September and October, also remaining above the ceiling of the inflation target.

Gasoline had the most prominent individual im pact on inflation in October. In October, all nine products and
services groups rose, especially transportation (2.62%), boosted by fuels (3.21%). Gasoline, in particular, rose 3.10%
and represented the most remarkable individual impact on the month's index (0.19 p.p.). Itis worth mentioning that
this item has accumulated a variation of 42.72% in the last 12 months, impacted by the dynamics of oil prices in the
international market and the exchange rate.

Price hikes are disseminated among segments of the IPCA. In October, monitored prices, which account for
approximately 25% of the total IPCA, advanced 1.4% (an accumulated variation of 17% over 12 months). Free prices,
meanwhile, rose 1.2% (8.5% in the last 12 months). Among free prices (a group of items that are more sensitive to

supply and demand conditions), the pressure came from services (1.0% and 4.9%), industrial goods (1.4% and 11.1%),
and food (1.3% and 13.3%).

The IPCA's diffusion coefficient, which measures the percentage of items that registered a positive variation in the
month, advanced from 65% in September to 66.8% in October, indicating a scenario of dissemination of price
readjustments and shocks that have proved persistent.

Inflation expectations for 2021 and 2022 areunanchored. In the Central Bank's Focus Survey, the perspective for
the IPCA reached 9.8% on November 12 (range of one standard deviation between 9.5% and 10.2%). The market
forecasts average for the IPCA for 2022, in turn, reached 4.8% at the beginning of November (with a range of one
standard deviation between 4.3% and 5.3%), distancing itself from the target of 3.5% set for next year. The current

high and resilient inflation and the more significant pressure on the exchange rate contribute to worsening
expectations.

FIGURE 5. MARKET FORECASTS - IPCA (2022)
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The decline in domestic inflation next year depends, among other factors, on the slowdown of administered prices,
mainly due to the end of the "water shortage" flag on the electricity bill as of May and the reestablishment of the global
production input chains. However, uncertainties at the domestic level continue to add uncertainty to the speed at which
this deceleration may occur.

6 The set of inflation cores are: Ex-0, Ex-3, MS, DP, and P55, according to the Inflation Report - June 2020:
https: //www.bcb.gov.br/content/ri/relatorioinflacao/202006 /ri202006b10p.pdf
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The deterioration of the fiscal scenario hassignificantly increased theinterest rates demanded by the market
in public bonds operations. The discussions surrounding PEC no. 23 proposed by the government have added
uncertainty to the economic picture in recent months, with repercussions on financial conditions. Recently, the
progress of the proposal, approved by the Chamber of Deputies, caused a substantial increase in the interest rates
demanded in auctions of government bonds.

Figure 6 shows the term structure of interest rates - calculated by the Brazilian Financial and Capital Markets
Association (Anbima), based on the secondary market in government bonds. In nominal terms, a one-year bond yield
rose from 9.0% in September to 12.0% in October. Furthermore, the yield curve shifted upwards over the entire
horizon. Between July and October, the rate on a nine-year bond jumped from 9.7% to 12.3%. The opening of the yield
curve, amovement thatrepresents atightening in financing conditions, negatively impacts the outlook for inflation and
economic growth.

Selic rate increases to contain the advance of inflation estimates. In its October meeting, the Monetary Policy
Committee (Copom) announced a rise of 1.5 p.p. in the target for the Selic rate to halt the advance in inflation
expectations. The monetary authority indicated it would be necessary to adjust the same magnitude if no significant
changes are observed in the inflation and activity scenario. With the IPCA for October higher than expected (the median
of the Focus Survey pointed to a variation of 1.0%), the base interest rate may rise even further. Between March and
September, the Selic rate rose from 2.0% to 7.75%.

The monetary tightening hasled the real interest rate to restrictive levels for economic activity. In real terms
(ex-ante), the interest rate - obtained based on the rate of pre-DI swap operations’ for one year (11.9%) discounted
from the projected inflation rate® (5.12%) - went from 4.1% in September to 6.5% in October. The increase in interest
rates to contractionary levels restricts the performance of aggregate demand.

FUGURE 6. TERM STRUCTURE OF NOMINAL INTEREST RATES
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7 Reference rate of the swap contracts between DIand pre-fixed of 360 days: end of the period, obtained in Ipeadata.
8 Projection of the IPCA 12 months ahead (smoothed) obtained in the Focus survey.
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2. FISCALSCENARIO
2.1 Balances of the Central Government and the Consolidated Public Sector

2.1.1Central Government Primary Balance

Central government primary deficitreached R$82.5 billion (1.3% of GDP) in the year to September. According
to information from the National Treasury Results Bulletin (RTN) of the National Treasury Secretariat (STN), the
primary deficit of the central governmentwas R$ 82.5 billion (1.3% of GDP) in the first nine months of 2021, againsta
deficitof R$ 677.4 billion (12.4% of GDP) recorded in the same period lastyear. This improvement occurred due to the
increase in revenues and the reduction in primary federal expenses, especially those aimed at mitigating the economic
and social effects of the pandemic.

In 12 months, Union's primary deficit was R$ 148.3 billion (1.6% of GDP). The IFI's projection is a deficit of R$
158.3 billion (1.8% of GDP) in 2021. In the 12 months ending in September, the central government primary balance
was negative by R$ 148.3 billion (1.6% of GDP), while in the same month of 2020, the deficitwas R$ 700.0 billion (9.5%
of GDP). The IFI's new projection for the Union's primary balance in 2021, released in October, is a deficit of R$ 158.3
billion (1.8% of GDP). For 2022, despite many uncertainties regarding expenses with Auxilio Brasil, a program that
substitutes Bolsa Familia, and expenses with court-ordered debts, the projection is for a primary deficit of R$ 83.7
billion.

By way of comparison, the median of the projections collected by the Monthly Report from Prisma Fiscal® of the
Ministry of the Economy, updated until October, foresees a primary deficitof R$ 129.0 billionin 2021 and another of R$
83.1 billion next year.

The Executive Branch, in turn, projects a negative primary resultof R$ 139.4 billion for the central governmentin 2021,
according to the Primary Revenues and Expenses Evaluation Report of the fourth bimester'. In the 2022 Federal
Budget Bill (PLOA)"Y, the Executive projects a primary deficit of R$ 49.6 billion nextyear. In the case of approval of PEC
no. 2312 0f 2021, there will be additional fiscal space for new spending. A more detailed analysis will be presented in the
budget section of this RAF.

The primary revenue of the central governmenthas a real growth of 25.9%in the nine monthsaccumulated in
2021. The growth in tax collection explains part of the improvementin the central government's primary balance, both
in the year to September 2021 and in the 12-month comparison. Between January and September 2021, primary
revenue totaled R$ 1,370.2 billion (21.5% of GDP), an increase of 25.9% in real terms over the amount calculated for
the same period in 2020 (Table 3).

Revenues collectedby the Federal Revenue Office (RFB) rose 28.6% in real terms from January to September.
Of the total primary revenue amount (R$ 1,370.2 billion), R$ 865.1 billion (13.6% of GDP) were revenues collected by
the RFB, except General Social Security System (RGPS), with an increase of 28.6% in real terms. RGPS revenues, at
R$320.3 billion (5.0% of GDP) in the period, grew 11.8% on this basis of comparison. Finally, revenues not collected by
the RFB totaled R$ 184.8 billion (2.9% of GDP), up 43.1% compared to the first nine months of 2020, in real terms.

9 Link to the report: https: //www.gov.br/fazenda/pt-br/centrais-de-conteudos/publicacoes/relatorios-do-prisma-fiscal /relatorio-
mensal/2021 /relatorio_mensal _outubro 2021.pdf/view.

10 Link to the report: https: //www.tesourotransparente.gov.br/publicacoes/relatorio-de-avaliacao-de-receitas-e-despesas-primarias-

rardp/2021/16.

11 Link to the report: https: //www.gov.br/economia/pt-br/assuntos/planejamento-e-orcamento/orcamento/orcamentos-anuais/2022 /ploa.

12 Link to the proposal’s page: Portal da Camara dos Deputados (camara.leg.br).
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The performance of tax collection in 2021 reflects commodity prices and the behavior of nominal GDP. The
performance of tax collections in the year to September was associated with the nominal GDP (influenced by inflation)
and the higher prices of some agricultural, mineral, and energy commodities, such as soy, iron ore, and crude oil,
representative items in the Brazilian trade agenda. This movementinfluences the collection of IRP]J/CSLL, foreign trade
taxes (dueto the depreciation of the exchange rate and the dollar value of imports), and PIS-PASEP/COFINS, especially
those levied on imports. Special Study No. 163, published in November 2021, updates IFI's estimates for revenue
elasticity to GDP. The results indicate that, in the short run, the sensitivity of tax collections to economic activity is
above unit. In the long run, in turn, these elasticities were around 0.9.

The depressed comparison base of the second quarter of 2020 also influences the high rates of revenue increase in
2021, considering the postponement of the collection of some taxes (PIS/COFINS and employer's contribution to social
security) and the reduction to zero of the I0F rates on credit operations by the government.

Isolating the non-recurrent effects of tax collection allows us to verify the influence of activity and nominal GDP
onrevenues. To isolate the effects of these non-recurrent events on revenues, the IFI has constructed and presented
the recalculated total and net primary revenues in this RAF. This series shows vigorous growth, reinforcing economic
activity and nominal GDP on collections until the year's third quarter.

Revenue sensitivity to economic activityis above unity in the short term. As mentioned earlier, a result obtained
by the IFI from estimating short-term revenue-GDP elasticities, presented in EE 16 from 2021. In the short run, the
revenue-GDP elasticity, the sensitivity of tax collections to movements in economic activity, was above unity. In other
words, for each 1% growth (contraction) in the GDP, total tax revenues tend to grow by more than 1%.

In the long run, results found by the IFI for the revenue-GDP elasticity suggest values close to unity. For the long
term, according to the results obtained in the mentioned study, the elasticity of total revenue to the GDP is slightly
lower than one, around 0.9, indicating a growth of primary revenue more in line with the dynamics of economic
activity.

These results are essential due to the weakening observed in economic activityin the year's third quarter. The result of
the quarterly national accounts for the third quarter of 2021, to be released by IBGE on December 2, should show aloss
of momentum in the activity concerning the firsttwo quarters of the year. On the other hand, tax collection maintained
arobust performance, as attested by the information already made available by the RFB and the STN.

Without non-recurrentevents, primary revenue would have grown 19.3%in the accumulated from January to
September, in realterms. Returning to the figures presented in Table 3, the total primary revenue recalculated by the
IFI would haveregistered an increase of 19.3%, in real terms, in the accumulated nine months in 2021 (against 25.9%
of the total revenue realized). The net revenue, in turn, would have expanded 18.0% on this basis of comparison
(compared to 26.0% of the net revenue observed).

13 Available at: EE16.pdf (senado.eg.br).
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Compared to 2019, total primary revenue recorded an increase of 8.7% between January and September, in
real terms. Another way to see the recovery of primary revenues in 2021 is to compare the amounts with those
realized in 2019. Total revenue, for example, grew 8.7% in the first nine months of 2021 against the same period in
2019, in real terms (R$ 1,370.2 billion over R$ 1,139.6 billion). As a proportion of GDP, primary revenue grew from
20.8% of GDPin2019t0 21.5% of GDPin 2021. Netrevenue, in turn, recorded a real increase of 8.0% between January
and September 2021 compared to the same period in 2019 (17.6% of GDP in 2021, against 17.1% of GDP in 2019).

Transfers to subnational entities increased 25.4% above inflation in the nine-month cumulative period in
2021. The transfers to states and municipalities grew 25.4% in real terms between January and September 2021,
reaching R$ 252.2 billion. This result derives from the strong growth in the collection of taxes shared by the Union with
subnational entities, such as the tax on industrialized products (IPI) and income tax (IR), as well as other revenues,
such as the exploitation of natural resources (Table 3).

TABLE 3. CENTRAL GOVERNMENT'S REVENUES —2019-2021 -JANUARY TO SEPTEMBER (RS BILLION CURRENT, REAL % CHANGE, AND %
OF GDP)

Jan-Sep/19 Jan-Sep/20 Jan-Sep/21

o e oo woon | 5 Ten% woor

Total Revenue 1,139.6 0.9% 20.8% 1,012.9 -13.7% 18.6% 1,370.2 25.9% 21.5%
Revenues Collected by RFB, except RGPS 705.3 0.7% 12.9% 626.5 -13.7% 11.5% 865.1 28.6% 13.6%
Fiscal Incentives 0.0 - 0.0% -0.1 - 0.0% -0.1 - 0.0%
RGPS Revenues 292.4 2.9% 5.3% 266.5 -11.5% 4.9% 320.3 11.8% 5.0%
Revenues not Collected by RFB 141.9 -2.3% 2.6% 120.1 -17.7% 2.2% 184.8 43.1% 2.9%
Transfers 203.6 5.0% 3.7% 187.0 -10.7% 3.4% 252.2 25.4% 4.0%
Net Revenue 936.0 0.0% 17.1% 8259 -143% 15.2% 1,118.0 26.0% 17.6%

Total revenue without non-recurrent events* 1,139.6 0.9% 20.8% 1,085.6 -7.4% 19.9% 1,392.2 19.3% 21.9%
Net revenue without non-recurrent events* 936.0 0.0% 17.1% 898.6 -6.7% 16.5% 1,140.0 18.0% 17.9%
GDP (RS billion current) 5,484.0 5,444.4 6,362.0
* The non-recurrent events consist of R$70 billion received from the review of the pre-saltonerous transfer contract (December 2019), removed from the

series, and the deferred and paid taxes, added and paid, respectively, in 2020 and 2021.

Source: National Treasury Secretariat and Central Bank. Prepared by: IFI.

New IFI projections for total and net primary revenues are R$ 1,823.6 billion and R$ 1,478.0 billion, in that
order. In the 12 months to September 2021, the total primary revenue of the central government was R$ 1,825.0
billion (20.3% of GDP), 13.4% higher than in September 2020, in real terms. Net revenues, in turn, totaled R$ 1,496.0
billion (16.6% of GDP),areal increase of 13.4% compared to September last year. The IFI's projection for total and net
primary revenues in 2021 was revised in October from R$ 1,806.6 billion to R$ 1,823.6 billion and from R$ 1,468.5
billion to R$ 1,478.0 billion, in that order, due to the revised projection for nominal GDP in 2021.

By way of comparison, the median of the projections captured by the Monthly Report from Prisma Fiscal, of the
Ministry of the Economy, in October indicated R$ 1,826.1 billion for federal revenues and R$ 1,508.2 billion for net
revenues for the central governmentin 2021. In turn, the mostrecent projections of the Ministry of Economy for these
variables in 2021, contained in the Primary Revenues and Expenses Evaluation Report of the fourth bimester of 2021,
are R$ 1,816.3 billion for total revenue and R$ 1,476.4 billion for net revenue.
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Information gathered from the STN's Management Treasury indicates that the central government's primary
revenue in October was R$ 174.7 billion, a real increase of 2.8% compared to October 2020. Based on
information gathered by the IFI from the STN's Management Treasury, itis possible to verify that the strong growth in
primary federal revenues in the year to September 2021 continued in October. According to the consolidated data,
primary revenue would have been R$ 174.7 billion in October, a real increase of 2.8% to the same month in 2020. The
net revenue, in turn, would have registered a rise of 0.6% on the same basis of comparison to R$148.3 billion. In
October 2021, the increases would have been 22.9% for total revenue and 22.5% for net revenue.

The primary expenditure of the central government in the accumulated nine months of 2021 was R$ 302.9
billion less than in 2020. We now analyze the central government's primary spending, which totaled R$ 1,200.5
billion (18.9% of GDP) in the accumulated nine months of 2021, R$ 302.9 billion less than the expense in the same
period of 2020, a 25.8% retraction in real terms. (Table 4).

Expenses with the payment of RGPS benefits remained relatively stable in the year to September. Between
January and September, there was stability in the payment of RGPS social security benefits, which totaled R$545.6
billionin the period (+0.5%, inreal terms). On the other hand, expenses with the Continuous Cash Benefit (BPC) grew
by 0.8%.

The other expenses registered a drop, some more intensely, in the accumulated 2021 through September:

a) Personnel and social charges (R$ 241.2 billion and real reduction of 3.9%);

b) Salary allowance and unemploymentinsurance (R$ 37.2 billion), with a real reduction of 27.5% compared to
2020;

c) Extraordinary credits (except PAC), amounting to R$ 95.9 billion (compared to R$ 342.8 billion executed
between January and September 2020);

d) Subsidies, grants, and Proagro (Agricultural Activity Guarantee Program) totaling R$ 5.1 billion (an actual drop
of 83.4%);

e) Discretionary expenses registered an actual contraction of 8.0%, to R$ 71.4 billion, between January and
September (Table 4).

The reduction in spending on fighting the pandemic and the absence of wage adjustment for civil servants
contributed to keeping primary spendingrelativelyunder control. As highlighted in previous issues of this RAF,
the reduction in total primary expenditure of the central governmentin 2021 has occurred for a few reasons. First of
all, because of the decrease in spending to mitigate the economic and social impacts of the pandemic, which affected
expenses such as salary allowances and unemployment insurance, financial support to states and municipalities,
extraordinary credits and subsidies, grants and Proagro. Also contributing to the relative control of primary
expenditure was the absence of wage adjustment to the civil service and the reduction in the payment of court-ordered
debts related to other current and capital expenditure (item "Court Rulings and Court-Ordered Debts" in Table 4).

The late approval of the 2021 budget influenced the execution of discretionary spending. Regarding
discretionary spending, the 8.0% contraction in the accumulated nine months in 2021 is explained by the delay in
approving the 2021 federal budget, which occurred only in April. The most significant reductions are concentrated in
the transport (R$ 1.5 billion) and education (R$ 1.5 billion) functions.

Primary expenditure without non-recurrent events would have fallen by 3.2% in the accumulated from
January to September, in real terms. Table 4 also presents information regarding total primary expenditures without
the non-recurrent mentioned previously. In the accumulated nine months of 2021, this indicator fell by 3.2% in real
terms (against 25.8% of the total primary expenditure observed).
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TABLE 4. SELECTED CENTRAL GOVERNMENT'S EXPENDITURES —2019-2021-JANUARY TO SEPTEMBER (RS B CURRENT, REAL % CHANGE,

Jan-Sep/19 Jan-Sep/20 Jan-Sep/21

AND % OF GDP)

c:rs;eit flreaar:;/t‘; % GDP cuRrie:t ?:aar:;/:a % GDP cE:eBnt ?:aar:;/; % GDP

Total Expenditure 1,008.5 -11% 18.4% 1,503.3 45.0% 27.6% 1,200.5 -25.8% 18.9%
Social Security Benefits (RGPS) 457.7 2.8% 83% 509.2 8.3% 9.4% 5456 -0.5% 8.6%
Personnel expenses (working and retired employees) 227.3 09% 4.1% 233.4 -0.2%  4.3% 241.2  -39% 3.8%
Salary allowance and unemployment insurance 41.8 -1.6% 0.8% 48.1 11.6% 0.9% 372 -27.5% 0.6%
Continuous Cash Benefit (BPC) 44.6 2.3% 0.8% 46.9 2.3% 09% 50.9 08% 0.8%
Extraordinary Credits (except PAC) 29 401% 0.1% 342.8 11,3358% 6.3% 959 -74.2% 15%
Compensation to RGPS for Exemption of Payroll Taxes 82 -262% 0.1% 7.5 -11.2% 0.1% 58 -279% 0.1%
Fundeb 11.9 4.6% 0.2% 12.5 1.8% 0.2% 15.1 13.1% 0.2%
exs:rtjztfﬁeljngs and Court-Ordered Debts (current and capital 14.7 18%  0.3% 21.9 159%  04% 179 -245%  0.3%
Subsidies, Grants, and Proagro 100 -24.1% 0.2% 28.8 177.9% 0.5% 51 -834% 0.1%
Mandatory Expenditure 937.3 03% 17.1% 1,431.6 485% 263% 1,129.1 -26.7% 17.7%
Mandatory Spending with Flow Control 101.7 -2.1% 1.9% 92.6 -11.5% 1.7% 101.6 2.1% 1.6%
Discretionary 713 -173% 1.3% 71.7 -2.0% 1.3% 714 -8.0% 1.1%
Total Expenditure without non-recurrent events 1,0085 -09% 18.4% 1,039.1 06% 19.1% 1,0816 -3.2% 17.0%
GDP (RS billion current) 5,484.0 5,444.4 6,362.0

Source: National Treasury Secretariat and Central Bank. Prepared by: IFI.

Figure 7 shows the 12-month evolution of total primary expenditure and the expenditure series recalculated by the IFI
to isolate the effects of Covid-19, payments made to Petrobras on the occasion of the pre-salt onerous transfer contract,
and the capitalization of non-dependent state-owned companies, also in December 2019. We also adjusted RGPS
expenses related to the anticipation of the Christmas Bonus (2020) for May and June and the anticipation in June and
July in 2021.

Without some atypical factors, the Union's primary expenditure would have been R$ 1,536 billion in the 12
months ending in September, at constant prices. At constant prices for September 2021, total primary expenditure
reached R$ 1,720 billion in the 12-month accumulated until September, while excluding non-recurrent events totaled
R$ 1,536 billion. The expenditure curve net of non-recurrent events shows that primary expenditure remains relatively
under control. In the coming weeks, the [FI will publish a Special Study regarding the structural budget balance, which
includes the recurrent primary result of the central government.

Primary expenditure continued to decelerate in September. The reduction to the same month in 2020 was 20.4%,
in real terms. Total central government primary expenditure totaled R$ 1,644.3 billion (18.3% of GDP) in the 12
months ended in September, a 20.4% reduction inreal terms from the immediately preceding 12 months. The trend is
for primary spending to continue slowing until the end of the year.

15



e Independe nt Fiscal FISCAL FOLLOW-UP REPORT
3 5 NOVEMBER 17,2021
l Institution

FIGURE 7 - EVOLUTION IN 12 MONTHS OF TOTAL PRIMARY EXPENDITURES (WITH AND
WITHOUT SELECTED NON-RECURRENT EVENTS) - RS BILLION AT SEP/21 PRICES
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Source: National Treasury Secretariat. Prepared by: IFI.

Mandatory spending drove total primary spendingup duringthe acute phase of the pandemic; thereduction in
these expenditures decompressed total spending in 2021. Figure 8 illustrates the worsening in the trajectory of
central government's spending, as of April 2020, considering the 12-month series of mandatory and discretionary
spendingindicators. In March of last year, at September 2021 prices, totaled R$ 1,444 billion, an amount that increased
to R$ 2,041 billion in February 2021 and dropped to R$ 1,608 billion last September. This series includes expenses

aimed at mitigating the effects of covid-19. The reduction seen from March 2021 onwards is related to the drop in
spending on the pandemic.

Another way to check the deceleration in primary spending on the pandemic is to analyze the dynamic in the year to
date. In 2020, in the accumulated until September, according to the STN, spending related to mitigating effects of the
pandemic totaled R$440.0 billion. Between January and September 2021, these expenses totaled R$ 96.8 billion.

Discretionary spending is stabilized, in real terms, in 2021. Figure 8 shows discretionary spending without the
effects of capitalization of Petrobras (R$ 42.9 billion), in September 2010, on the occasion of the signing of the onerous
transfer contract, and the payment made to the company (R$ 34.4 billion), in December 2019, due to the revision of the

agreement. AtSeptember 2021 prices, the two sums correspond to R$ 81.6 billion and R$ 38.4 billion, respectively. In
2021, discretionary spending will be relatively stable and lower than in 2020 (Figure 8).
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FIGURE 8.12-MONTH ACCUMULATED DISCRETIONARY AND MANDATORY EXPENSES (RS
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Source: National Treasury Secretariat. Prepared by: IFI
2.1.2 Balance of the Consolidated Public Sector

The primary surplus of the consolidated public sector in the first nine months of the year was influenced by the
result of subnational entities. According to the fiscal statistics released by the Central Bank, obtained by the below-
the-line transactions, the consolidated public sector recorded a primary surplus of R$ 14.2 billion (0.2% of GDP) in the
accumulated nine months of 2021 until September. This result was influenced by the primary balance of subnational
entities, which reported aR$ 92.1 billion surplus (1.4% of GDP) in the period. The central government had an R$ 82.4

billion deficit (1.3% of GDP), while state companies reported a positive primary balance of R$ 4.4 billion (0.07% of
GDP).

In the 12 months ended in September, the consolidated public sector reported a primary deficit of R$ 52.8
billion (0.6% of GDP). As in the first nine months of the year, states and municipalities reported a primary surplus of

R$ 93.8 billion (1.1% of GDP). State companies reported a R$ 4.0 billion surplus (0.05% of GDP), while the central
government reported a R$ 150.6 billion primary deficit (1.8% of GDP) - Figure 9.
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FIGURE 9. PRIMARY BALANCE OF THE CENTRAL GOVERNMENT, REGIONAL GOVERNMENTS,
AND STATE COMPANIES, ACCUMULATED IN 12 MONTHS - % OF GDP

2 %

2%

-4%

-6%

-8%

-10%

-12%

jan/03
jan/04
jan/05
jan/06
jan/07
jan/08
jan/09
jan/10
jan/11
jan/12
jan/13
jan/14
jan/15
jan/16
jan/17
jan/18
jan/19
jan/20
jan/21

Central government Regional governments State companies

Source: National Treasury Secretariat. Prepared by: IFI.

The nominal deficit of the public sector reached 4.4% of GDP from January to September, or R$ 277.8 billion.
The nominal deficit, which considers the primary deficit (net primary revenues minus primary expenditures) plus
interest payments on public debt, totaled R$ 277.8 billion (4.4% of GDP). Interest payments accounted for 4.6% of GDP,
or R$ 292.0 billion, while the primary balance was a positive R$ 14.2 billion (0.2% of GDP), as mentioned previously.

In the 12 months ended in September, the nominal deficit of the public sector was 4.8% of GDP. The 12-month
trajectory of the consolidated public sector's nominal, primary, and interest payment results is shown in Figure 10.
Through September, the nominal deficit stood at R$ 404.6 billion (4.8% of GDP). Interest payments totaled R$ 351.8
billion (4.2% of GDP), and the primary deficit was R$ 52.8 billion (0.6% of GDP).

In the last three months for which data is available, interest rate expenses registered an increase in GDP
proportion. From July on, public sector interest expenses, as a proportion of GDP, began to increase. In June, the
proportion was 3.5% of GDP, risingto 3.9% of GDPin July, 4.0% of GDP in August, and 4.2% of GDP in September, the
lastmonth with available information. This deterioration in the trajectory reflects changes in the domestic economic
environment, in which uncertainties and country risk premiums increased. As of July, the average cost of the public

debt, which will be better discussed later in this fiscal scenario, began to rise, reflecting higher interest rates at the
public debt auctions held by the National Treasury.

Further hikesin the Selicrate indicatethatinterestexpenses will continue to rise. Considering that the cycle of

Selic increases is expected to continue until 2022, itis inevitable that the government's interest expenses will continue
to rise, which might reverse the improvement observed in the nominal result.

The increase in interest expenses will influence the publicsector's indebtedness trajectory. This movement, in
turn, should put pressure on public sector indebtedness, requiring an effort by the government to achieve higher

primary results over the coming months to offset the rise in interest expenses. The fiscal risk was exacerbated by the
presentation of PEC no. 23, which might open space in the spending ceiling.
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FIGURE 10.12-MONTH ACCUMULATED PRIMARY AND NOMINAL BALANCES AND INTEREST
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Source: Central Bank. Prepared by: IFL.

2.1.3 Evolution of Public Sector Indebtedness Indicators

Higher interest rate context increases challenges in public debt management. In recent months, the IFI has
emphasized that the economic environment of relatively high inflation and rising interest rates may increase the
challenges for the National Treasury in managing public debt. Brazil's risk premiums started to rise from June, from a

level of 260 points to 370 points in early November, retreating to around 340 points by mid-November. The yield curve
embeds expectations of double-digit interest rates in vertices longer than 126 days.

Local factors related to inflation and fiscal consolidation seem to weigh on the deterioration of agents'
expectations. Among domesticfactors, uncertainties seem to focus on inflationary dynamics and issues related to fiscal
consolidation. Further increases in electricity tariffs, due to a worsening of the water shortage, and further increases in

fuel and service prices, which have begun to rise more strongly as restrictions on the economy have eased with the
advance of vaccination, could worsen inflationary dynamics.

With the possibility of an increase in primary expenditures, changing the spending ceiling rule increases
uncertaintyregarding thefiscal framework. The fiscal riskweighs heavilyin this evaluation. The presentation of the
court-ordered debts PEC, whose progress is being monitored by the IF], the risk of significant increases in permanent

expenses, and the change in the spending ceiling, as discussed in IFI's Comments (CI) no. 11 and 124, are factors to be
closely monitored by the Institution.

Uncertainties regardingfiscal policy affect monetary policy conduction, with the prospect of higher interest
rates than those projected at the beginning of the monetary tightening cycle. Factors related to fiscal policy
conduct may also influence the behavior of risk premiums in recent weeks. The Central Bank increased the pace of Selic
hikes in October, and there is the possibility of a further intensification of the pace in December. Every week, the
Central Bank's Focus Survey captures increases in the median of market projections for the Selic in 2021 and 2022.

14 Available at: CI11.pdf (senado.leg.br) and CI12.pdf (senado.leg.br).
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The DPF stock dropped R$ 37.3 billion in September, compared to August, due to a large volume of maturities
in the period. According to information published by the STN in the Monthly Debt Report, the Federal Public Debt
(DPF) volume dropped from R$ 5,480.7 billion in August to R$ 5,443.4 billion in September, a reduction of R$ 37.3
billion. This reduction occurred mainly due to a large number of floating-rate bonds maturing in September, which
lowered the volume of this group by R$ 130.8 billion in the period.

In September, redemptions of floating-rate securities were R$ 138.9 billion higher than issuances, which
affected the net issuance of DPMFi securities. The total net issuance of DPF in September was negative R$ 90.3
billion, meaning that redemptions exceeded issuance in this amount. Practically all of the net issuance of DPF in the
period was explained by the Federal Domestic Public Debt (DPMFi). Redemptions of floating-rate securities exceeded
issuances by R$ 138.9 billion in September. On the other hand, there were net issuances of R$ 17.7 billion in fixed-rate
securities and R$ 31.0 billion in inflation-linked securities.

The liquidity reserve of the public debtis at a relatively comfortable level to meet future commitments. Also,
accordingto the Treasury, theliquidity reserve of the public debtwas R$ 1,128 billion in September, lower than the R$
1,227 billion recorded in August. Over the next 12 months, the DPMFi will mature at R$ 1,308 billion.

Interest rates on DPMFibonds havebeenrisingsince June, indicating a greater aversion to risk on the part of
agents. Average issue rates of DPMFi bonds were 9.72% per year in September for 24-month fixed-rate bonds and
10.37% per year for 48-month fixed-rate bonds. In August, the average trading rates were 9.04% per annum for 24-
month bonds and 9.72% for 48-month bonds. In July, in turn, the rates for the same securities were 8.37% p.a. and
8.96% p.a., respectively. Therefore, these figures indicate that the average trading rates for DPMFi bonds are rising,
reinforcing the uncertainties presentin the scenario. The effects of this increased risk aversion on the IFI debt scenario
will be significant.

Dataregarding Treasury auctionsshow a continued increasein DPMFibondissue rates in October. Information
gathered by the IFI regarding the auctions held by the Treasury!® indicates new increases in the rates of DPMFi
auctions in October. For fixed-rate bonds maturing July 1, 2023, the average trading rates were 9.64% per year in
October, against9.43% peryearin September. For bonds maturing on January 1, 2025, the average rates were 10.21%
per year in October, against 10.02% per year in September.

Net public sector debt fell in September, both on a monthly and year-over-year basis. Turning to the Central
Bank's analysis of fiscal statistics, the Net Public Sector Debt (DLSP) reached 58.5% of GDP in September, a reduction of
0.8 p.p. to the Augustfigure and another 1.6 p.p. over the September level. Since June, the DLSP, as a proportion of the
GDP, has registered a drop in the monthly comparison (Figure 11). According to the Central Bank, the drop in the DLSP
in September, compared to August, was due to the 5.76% depreciation in the exchange rate (reduction of 0.9 p.p.),
nominal GDP growth (a drop of 0.6 p.p.), the primary surplus (decrease of 0.2 p.p.), and the appropriate nominal
interest (rise of 0.7 p.p.).

The DLSP reduction in theaccumulated figure for 2021 until Septemberis due mainly to nominal GDP growth.
The drop of 4.2 p.p. of the GDP occurred due to the increase in nominal GDP (decrease of 6.9 p.p.), the accumulated
depreciation of the exchange rate of 4.67% (reduction of 0.8 p.p.), the appropriate nominal interest (an increase of 3.5
p-p.) and currency basket variation that make up the net external debt (an increase of 0.3 p.p.).

Government-bond debt fell from August to September but rose in comparison to September last year. The
market's government-bond debt dropped 1.3 p.p. of GDP in September, reaching 55.7% of GDP or R$ 4,661.2 billion.
This reduction in the government-bond debt reflects the maturities of securities linked to floating rates in September,
as discussed earlierin this section. Concerning September 2020, the government-bond debt grew 3.0 p.p. (Figure 11).

15 Link to the spreadsheet: https://www12.senado.leg.br/ifi/dados/dados.
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Gross debt reached 83.0% of GDP in September, up 0.3 p.p. to the previous month. The General Government
Gross Debt (DBGG) totaled R$ 6,939.7 billionin September, or 83.0% of GDP, anincrease of 0.3 p.p. of GDP compared to
August (Figure 11). In the July RAF coveringletter, the [Fl anticipated this increase in the debt-to-GDP ratio. Compared
to September last year, the DBGG fell by 5.7 p.p. of GDP. The increase in the DBGG in September, in the monthly
comparison, was due to the incorporation of nominal interest rates (up 0.5 p.p.), the depreciation of the exchange rate

inthe month (an increase of 0.3 p.p.), net debt issues (an increase of 0.2 p.p.), and nominal GDP growth (a drop of 0.8
p-p.)-

The nominal GDP growth influenced the reduction in the DBGG as a proportion of GDP in 2021. In the year to
September, the DBGG fell 5.9 p.p. of GDP, determined by the increase in nominal GDP (a drop of 9.7 p.p.), net debt
redemptions (a decrease of 0.4 p.p.), the incorporation of nominal interest (an increase of 4.0 p.p.), and the depreciation
of the exchange rate (an increase of 0.3 p.p.). The current IFI projection for the DBGG in 2021 is 83.3% of the GDP.

100% FIGURE 11. PUBLIC DEBT INDICATORS AND PRINCIPAL COMPONENTS (% OF GDP)
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In September, repo operations registered an increase of 1.3 p.p. of GDP (from 12.2% to 13.5%). Finally, the
Central Bank's repo operations rose from 12.2% of GDP in August, or R$ 1,013.7 billion, to 13.5% GDP in September.

Compared to September oflastyear, repo operations fell 8.5 p.p. of GDP, while in the accumulated nine months of 2021,

they fell 3.1 p.p. of GDP. Figure 11 illustrates that these operations began to fall more sharply in October 2020, when
they reached 20.9% of GDP.

In September, the reduction in the share of securities with shorter maturities in the DPF stock continued.
Analyzing the DPF maturity profile, in September, securities maturing in up to 12 months accounted for 24.3% of the
DPF stock, a 0.9 p.p. reduction to August. Securities maturingin over five years, in turn, accounted for 21.0% of the DPF
stockin September, a 0.6 p.p. increase compared to August. Treasury has reduced the share of shorter-term securities
in the total DPF composition (from 27.6% in December 2020 to 24.3% in September). At the same time, the share of
securities with maturities of over five years has increased (18.8% in December to 21.0% in September) - Figure 12.
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FIGURE 12. DPF MATURITIES
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The average cost of the DPMFi stock rose for the seventh consecutive month in September. Concluding the

analysis of debt indicators, the 12-month average cost of the DPMFi stock rose from 7.96% n August to 8.10% in
September. Compared to September 2020, the average cost of the DPMFi stock rose 0.77 p.p. (Figure 13).

The average cost ofissues at public offer also rose in September. The average cost of DPMFi issues at public offer

alsoroseto 6.91% compared to 6.44% in August. Concerning September 2020, the average cost of DPMFi issues rose
2.27 p.p. (Figure 13).

FIGURE 13. THE AVERAGE COST OF PUBLIC DEBT (STOCK AND NEW ISSUES), ACCUMULATED
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The increase in the average cost of DPMFiis in line with the increase in the economy's base interest rates. As
highlighted in previous issues of this RAF, the increase in the average costof DPMFi stock and new issues since March
has occurred inline with the start of the cycle of increases in base interest rates by the Central Bank in that month. In
October, the Selic reached a level of 7.75%. The new hikes expected for the Selic in the coming months suggest that the
average cost of debt will continue to rise. Besides, the risk calculated by economic agents in the yield curve will
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pressure the average costof debt, worsening the future scenario, which recently benefited from the rise in nominal GDP
under the influence of high inflation.

The IFI's current forecast for the Selic rate at the end of 2021 is 8.25%, with an upward bias. The market consensus,
captured by the Central Bank's Focus Survey, foresees base interest rates at 9.25%at the end of 2021. For the end of
2022, the median expectations are for Selic at 11.00%. However, the worsening inflationary scenario and the
government's actions in the fiscal area affect Selic's estimates in the months ahead, suggesting that this median may
continue to rise in the coming weeks.

3. 2022 BUDGET AND COURT-ORDERED DEBTS PEC

The risks regarding the 2022 Budget and the spending ceiling have increased. The government is waiting to
approve the court-ordered debts PEC (PECNo. 23/2021) to accommodate the demands for new spending, the largest of
which s the Auxilio Brasil. The Chamber of Deputies approved the proposal, which is now under consideration in the
Federal Senate. Even if passed, the space effectively opened by the PEC will still depend on inflation in 2021 and the
revision of expenses foreseen in the Annual Budget Bill of 2022 (PLOA 2022). In the most recent IFI projection, there
will be room forincreased spending during execution, among them those derived from parliamentary amendments. In
the following paragraphs, we analyze these and other issues involving the 2022 Budget.

The court-ordered debts PECwould generatea space ofabout R$ 93.0 billion in the spending ceiling of 2022.
The opening of fiscal space results from two changes brought by the PEC. The firstis the modification in the spending
ceilingrule. Today, itis adjusted by the IPCA accumulated over twelve months until June of the previous year. Under the
proposal, the limits would be adjusted by the accumulated IPCA until December of the previous year. The change would
be retroactive to the 2018 fiscal year. The result would be a significantly higher limit than the current one. The exact
difference depends on the December 2021 inflation; the IPCA registered a 10.7% increase in twelve months until
October. In the scenario revision published by the IFI last month'6, our estimate for December's IPCA, in the base
scenario, is 8.7%, which would produce a gap of R$ 47.6 billion in the spending ceiling.

Table 5 compares the two hypotheses for the ceiling in 2022 - the current rule and the court-ordered debts PEC. The
total limit, currently setatR$1,610.0 billion, would be increased to R$1,657.6 billion. Of the R$ 47.6 billion released by
the proposal, R$ 45.5 billion refer to the Executive Branch and R$ 2.1 billion to the other Branches. Among these, the
Judiciary would take the largestshare, R$ 1.4 billion. In contrast, the Legislative Branch, the Prosecutor's Office, and the
Office of the Federal Public Defender would take, respectively, R$ 411.3 million, R$ 216.2 million, and R$ 17.9 million.

TABLE 5. SPENDING CEILING IN 2022: COURT-ORDERED DEBTS PEC X CURRENT RULE (RS B)

Baseline scenario
Branches

Total 1,657.6 1,610.0 47.6
Executive Branch 1,585.9 1,540.3 45.5
Other Branches 71.8 69.7 2.1
Legislative 14.3 13.9 0.4
Judiciary 49.3 47.9 1.4
Public Defender's Office 0.6 0.6 0.0*
Prosecutor's Office 7.5 7.3 0.2

Source: IFL *R$ 17.9 million.

16 The October RAF edition is availabe for download at: https: //www2.senado.leg.br/bdsf/bitstream/handle/id /593636 /RAF57 _0UT2021.pdf.
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The second relevantchange in PEC no. 23 /2021 is creatinga spendinglimit for court rulings and court-ordered
debts. The subceiling would be equivalent to the expenses paid in 2016 adjusted by the general rule of the spending
ceiling. The verification would occur during the elaboration of the federal budget bill. In IFI's estimation, the measure
can generate R$ 45.4 billion of space in the 2022 ceiling.

The creation of a subceiling for spending on court rulings may increase the Union's liabilities over time. For
2022, court-ordered debts were issued for R$ 89.1 billion. Of this total, R$ 43.7 billion will have to be paid. The
possibility of the creditor receivingitin the next fiscal year with adiscount of 40% is expected to increase this expense.
Even so, a good part of the R$ 89.1 billion already issued will be postponed to the coming years. If this dynamic is
maintained, the debt generated with court-ordered debts is more outstanding than the payment in the fiscal year, the
liability will tend to grow considerably over time.

The leading destination of the R$ 93.0billionreleased by the PECis Auxilio Brasil (Table 6). The social program
was created by Provisional Measure 1061/2021 and replaces Bolsa Familia. It will be implemented on two fronts: one
permanent, with an increase of about 17.8% in the value of the average benefit compared to its predecessor; and the
other temporary, aiming to guarantee a minimum benefit of R$ 400 per month for 17 million families until the end of
2022. The 17.8% increase was guaranteed by Decree 10.851/2021 and referred to the adjustment of the value of the
Bolsa Familia benefits. According to the government, the values will be maintained in the new program, paid this
month'’. The average benefit of Auxilio Brasilwillbe R$217.2,and the current 14.6 million families will remain eligible.
The annual expenditure will be around R$38.0 billion.

The temporary aid, in turn, would be a complementary value to guarantee a minimum value of R$ 400.00 per month for
17 million families. However, its viability depends on the opening of fiscal space by the court-ordered debts PEC. It
would start in December, retroactive to November. In IFI's estimate, the annual expense would be around R$ 81.6
billion. As the PLOA 2022 currently foresees R$34.7 billion for the program, the fiscal impact nextyear would be R$46.9
billion.

Other expenses should fill another R$ 21.5 billion of the R$ 93.0 billion of open space in the ceiling:

a) Renewal of the payroll taxes exemptions: the measure, valid for another two years, was announced by the
President of the Republic at the November 11 livel8 and, in IFI's estimation, should have an impact of R$ 6.0
billion in 2022 (in addition to the R$ 3.2 billion already foreseen in the PLOA);

b) Readjustmentofthe minimum constitutional allocation of health and education and expenditure on impositive
amendments: these values are linked to the correction of the spending ceiling. If PEC 23 /2021 succeeds, they
would also be readjusted by the IPCA of December of the previous year, which would generate an impact of R$
6.4 billion?9;

c) Auxilio diesel: paid to truck drivers to compensate for the increase in diesel prices. The benefit would be R$
400.00 per month and would benefit 750 thousand professionals until the end of 2022, with an annual
expenditure of approximately R$ 3.6 billion;

d) Increase in the Electoral Fund (Special Fund for Campaign Financing): Congress would increase the R$ 2.1
billion foreseen today in the PLOA 2022 to R$ 5.0 billion, an impact, therefore, of R$ 2.9 billion;

17 https: //www.gov.br/secretariageral /pt-br/noticias/2021 /novembro/governo-fed eral-reajusta-as-faixas-de-extrema-pobreza-e-de-pobreza-e-
aumenta-o-valor-dos-beneficios-assistenciais-pagos-a-essas-familias.

18 https: //agenciabrasil.ebc.com.br/politica/noticia/2021-11 /presidente-diz-que-governo-vai-prorrogar-desoneracao-da-folha.

19 It is worth mentioning that the verification of compliance with the minimum health and education allocation imposed by the Constitution and the
expenses with impositive amendments does not occur at the moment of payment, as occurs with the spending ceiling. In other words, itis possible to
meet the constitutional minimum with payment below this value. For the sake of prudence, we chose to consider that the readju stment of the
minimum allocation derived from the change in the ceiling impacts the fiscal space for its total value.
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e) Auxilio Gas Social: the benefit was approved by the Chamber and awaits presidential sanction. In the opinion of
the Committee on Finances and Taxation (Chamber of Deputies), the estimated impact is R$ 0.6 billion in the
first year of the program. The approved bill, however, allows the Executive to make the number of families
benefited compatible with the existingbudget endowments for the aid, which may reduce the expense incurred
in the year; and

f) Expansion of the ceiling for the other branches: as seen, of the R$47.6 billion released by the recalculation of
the ceiling, R$2.1 billion refer to the expansion of the limits of the Legislative, Judiciary, Public Defender's
Office, and the Prosecutor's Office.

Table 6 summarizes the origin and destination of the space generated by the court-ordered debts PEC, according to our
projections for 2022. Of the total of R$ 93.0 billion, there would stillbe R$ 24.5 billion left over, which could be used to
increase other primary expenditures, such as wage adjustment for the Executive and rapporteur's amendments to the
budget. We did not include the revision of INPC-indexed spending among the destinations for the R$ 93.0 billion - they
already contemplate the 9.1% variation expected for the inflation index in 2021.

It is worth noting that the Supreme Federal Court (STF) has preliminarily suspended the execution of spending derived
from the rapporteur's amendments to the 2021 budget®. Although not expressly forbidden, the decision may inhibit
the use of this type of amendment in 2022.

TABLE 6. ORIGIN AND DESTINATION OF THE FISCAL SPACE OPENED BY THE COURT-ORDERED DEBTS PEC (RS B)

I I S

The spending ceiling recalculation 47.6 | Auxilio Brasil 46.9
The spending limit for court rulings and court-ordered debts 45.4 | Payroll taxes exemptions 6.0
Health and education expenditure 5.7
Auxilio diesel (truck drivers) 3.6
Electoral Fund increase 2.9
Increase of the ceiling for the other branches 2.1
Impositive amendments 0.6
Auxilio Gas Social (PL1374/2021) 0.6
Other primary expenditures increase 24.5
Total 93.0 | Total 93.0
Source: IFL.

The calculation made from the PLOA 2022 values would lead to a different conclusion. If we adopt the PLOA
projections, the fiscal space for increasing other primary expenses fallsto only R$ 1.8 billion because the expenditures
in the budget proposal were made based on the INPC of 6.3% for 2021. In the IFI's base scenario, published in October,
the projections already incorporate the INPC 0f 9.1%. Suppose by hypothesis this percentage was adopted in the PLOA.
In that case, the IFI estimates that the government's projections for INPC-indexed spending would increase by R$ 22.7
billion, virtually eliminating the space for including another primary spending in the bill.Itis as if the government were,
in August (the date the PLOA was sentto the National Congress), with an overestimated scenario, given its assumption
of lower inflation.

The effect of the INPC on primary spending happens because spending on RGPS, BPC, and worker protection benefits
(salary allowance and unemploymentinsurance) islinked, in the budget proposal, to the index calculated in December
2021.

20 Available at: https: //www.conjur.com.br/dl/adpf-orcamento-secreto.pdf.
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In summary, when one starts from IFI's projections, the conclusion is that the PEC and the expenditures
already announced can lead to a net effect of R$ 24.5 billion. On the other hand, the calculations made from the
PLOA would lead to a margin of only R$ 1.8 billion. The most relevant thing, at this point, is to show how the two
changes - PEC and inflation - land on the most likely numbers. On the one hand, higher inflation in December would
increase the open space in the ceiling; on the other hand, it would require an increase in the forecast for primary
expenditures, reducing the margin for the inclusion of new expenses in the budget. Due to all these factors of
uncertainty, the IFI may, in due course, promote changes in its projections for mandatory expenditures and particularly
those indexed to the INPC/IPCA.
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Fiscal tables

TABLE 7. IFI FORECASTS FOR THE CENTRAL GOVERNMENT PRIMARY BALANCE — BASELINE SCENARIO (% OF GDP)

[ Breakdown | 2020 | 2021 | 2022 | 2023 [ 2024 | 2025 [ 2026 | 2027 | 2028 | 2029 | 2030 |
Gross Revenue 19.7 21.2 21.0 20.9 20.9 20.9 20.9 20.9 20.8 20.8 20.8
Transfers to States and Municipalities by Revenue Sharing 3.5 4.0 3.9 3.9 3.9 3.9 3.9 3.9 3.9 3.9 3.9
Net Revenue 16.2 17.2 17.0 17.0 17.0 16.9 16.9 16.9 16.9 16.9 16.9
Primary Expenditure 26.1 19.0 17.9 17.8 17.5 17.0 16.7 16.7 16.8 16.8 16.8
Mandatory Expenditure 24.7 17.5 16.6 16.2 16.0 15.8 15.7 15.8 15.8 15.9 15.9

Social security benefits 8.9 8.2 8.2 8.0 7.9 7.9 7.8 7.9 8.0 8.1 8.2
Personnel expenses and social contribution 4.3 3.9 3.7 3.6 3.5 3.4 3.3 3.3 3.2 3.2 3.2
Salary allowance and unemployment insurance 0.8 0.5 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.8 0.8
Salary Allowance 0.3 0.1 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.4 0.4
Unemployment Insurance 0.5 0.4 0.5 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
BPC [Continuous Cash Benefit Program] 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Compensation to RGPS for Exemption of Payroll Taxes 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Supplementation by the Federal Government to Fundeb 0.2 0.3 0.3 0.4 0.4 0.5 0.6 0.6 0.6 0.6 0.6
Oﬁl(.iiilslatlve,ludluary, Prosecutor's Office and Public Defender's 01 01 01 01 0.2 0.2 0.2 0.2 0.2 0.2 0.2
ex;:gﬁ;tmlfil)ngs and Court-Ordered Debts (current and capital 03 0.2 05 05 05 05 05 05 05 05 05
Subsidies and Grants 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Other Mandatory Spending 8.8 3.2 2.2 2.0 1.9 1.9 1.8 1.8 1.7 1.7 1.6
without Flow Control 7.0 1.6 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
with Flow Control 1.8 1.6 1.9 1.8 1.8 1.7 1.7 1.7 1.6 1.6 1.5
Of which Bolsa Familia [Family Grant] 0.3 0.3 0.5 0.5 0.5 0.5 0.4 0.4 0.4 0.4 0.4
Discretionary of the Executive Branch 1.5 1.5 1.3 1.7 1.5 1.2 1.0 1.0 0.9 0.9 0.9
Primary Balance -10.0 -1.8 -0.9 -0.9 -0.5 -0.1 0.2 0.2 0.1 0.1 0.0
Note:
Spending on COVID-19 7.0 1.4 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Nominal GDP (BRL billion) 7,447.9  8,600.1 9,299.8 9,921.7 10,542.7  11,189.2  11,868.2  12,589.7  13,355.6  14,170.4  15,038.3

27



e Inde pende nt Fiscal FISCAL FOLLOW-UP REPORT
. . NOVEMBER 17, 2021
l Institution

TABLE 8. IFI FORECASTS FOR THE CENTRAL GOVERNMENT PRIMARY BALANCE — OPTIMISTIC SCENARIO (% OF GDP)

o oreakdown | 00 | 2ox | 2022 |0 | a2 | 025 | 2026 | 207 | 208 | 2029 | 2030 |
Gross Revenue 19.7 21.4 21.2 21.2 21.1 21.1 21.1 21.0 21.0 20.9 20.9
Transfers to States and Municipalities by Revenue Sharing 3.5 4.1 3.9 3.9 3.9 3.9 3.9 3.9 3.9 3.9 3.9
Net Revenue 16.2 17.3 17.3 17.2 17.2 17.2 17.1 17.1 17.1 17.0 17.0
Primary Expenditure 26.1 19.1 17.8 17.6 17.0 16.4 15.9 15.7 15.6 15.4 15.3
Mandatory Expenditure 24.7 17.6 16.5 15.9 15.5 15.2 14.9 14.8 14.7 14.6 14.5

Social security benefits 8.9 8.3 8.1 7.9 7.7 7.6 7.4 7.4 7.4 7.4 7.4
Personnel expenses and social contribution 4.3 3.9 3.7 3.6 3.4 3.3 3.2 3.1 3.1 3.1 3.0
Salary allowance and unemployment insurance 0.8 0.5 0.7 0.6 0.6 0.6 0.6 0.6 0.5 0.5 0.5
Salary Allowance 0.3 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Unemployment Insurance 0.5 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.3 0.3
BPC [Continuous Cash Benefit Program] 0.8 0.8 0.8 0.8 0.8 0.8 0.7 0.7 0.8 0.8 0.8
Compensation to RGPS for Exemption of Payroll Taxes 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Supplementation by the Federal Government to Fundeb 0.2 0.3 0.3 0.4 0.4 0.4 0.6 0.6 0.6 0.6 0.6
Oﬁlc_iiilslatlve,Judlaary, Prosecutor's Office and Public Defender's 01 01 01 01 0.2 01 0.2 0.2 0.2 0.2 0.2
Cour‘f Rulings and Court-Ordered Debts (current and capital 03 0.2 05 05 05 05 05 05 05 05 05
expenditure)
Subsidies and Grants 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Other Mandatory Spending 8.8 3.3 2.2 1.9 1.9 1.8 1.8 1.7 1.6 1.5 1.5
without Flow Control 7.0 1.6 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
with Flow Control 1.8 1.6 1.9 1.8 1.8 1.7 1.6 1.6 1.5 1.4 1.4
Of which Bolsa Familia [Family Grant] 0.3 0.3 0.5 0.5 0.5 0.4 0.4 0.4 0.4 0.4 0.4
Discretionary of the Executive Branch 1.5 1.5 1.3 1.7 1.5 1.2 0.9 0.9 0.9 0.8 0.8
Primary Balance -10.0 -1.7 -0.5 -0.4 0.2 0.8 1.3 1.4 1.5 1.6 1.7
Note:
Spending on COVID-19 7.0 1.5 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Nominal GDP (BRL billion) 7,447.9  8,581.1 9,360.5 10,016.9 10,714.7  11,477.5  12,303.4  13,196.8  14,165.1 15,2154  16,348.2
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TABLE 9. IFI FORECASTS FOR THE CENTRAL GOVERNMENT PRIMARY BALANCE — PESSIMISTIC SCENARIO (% OF GDP)

T oreakdown | 200 | 2ox | 2022 |23 | 224 | 205 | 206 | 2007 | 208 | 2029 | 2030 |
Gross Revenue 19.7 20.7 20.4 20.4 20.3 20.3 20.2 20.2 20.1 20.1 20.1
Transfers to States and Municipalities by Revenue Sharing 3.5 4.0 3.9 3.9 3.9 3.9 3.9 3.9 3.9 3.9 3.9
Net Revenue 16.2 16.7 16.5 16.5 16.4 16.4 16.3 16.3 16.2 16.2 16.2
Primary Expenditure 26.1 18.9 17.9 18.0 17.8 17.5 17.2 17.2 17.4 17.5 17.7
Mandatory Expenditure 24.7 17.4 16.7 16.3 16.2 16.0 16.0 16.2 16.4 16.5 16.7

Social security benefits 8.9 8.2 8.2 8.2 8.1 8.1 8.1 8.3 8.5 8.7 8.9
Personnel expenses and social contribution 4.3 3.8 3.7 3.6 3.5 3.4 3.3 3.3 3.3 3.3 3.3
Salary allowance and unemployment insurance 0.8 0.5 0.7 0.7 0.6 0.6 0.6 0.6 0.6 0.6 0.6
Salary Allowance 0.3 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Unemployment Insurance 0.5 0.4 0.5 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
BPC [Continuous Cash Benefit Program] 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Compensation to RGPS for Exemption of Payroll Taxes 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Supplementation by the Federal Government to Fundeb 0.2 0.3 0.3 0.4 0.4 0.5 0.6 0.6 0.6 0.6 0.6
Oﬁlc_iiilslatlve,Judlaary, Prosecutor's Office and Public Defender's 01 01 01 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
exr():z:;tlljrt;ll)ngs and Court-Ordered Debts (current and capital 03 0.2 05 05 05 05 05 05 05 05 05
Subsidies and Grants 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Other Mandatory Spending 8.8 3.2 2.2 2.0 2.0 1.9 1.9 1.8 1.8 1.8 1.8
without Flow Control 7.0 1.6 0.3 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1
with Flow Control 1.8 1.6 1.9 1.9 1.8 1.8 1.8 1.7 1.7 1.7 1.6
Of which Bolsa Familia [Family Grant] 0.3 0.3 0.5 0.5 0.5 0.5 0.5 0.4 0.4 0.4 0.4
Discretionary of the Executive Branch 1.5 1.5 1.2 1.7 1.6 1.4 1.2 1.0 1.0 1.0 0.9
Primary Balance -10.0 -2.2 -1.4 -1.5 -1.3 -1.1 -0.9 -0.9 -1.1 -1.3 -1.5
Note:
Spending on COVID-19 7.0 1.4 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Nominal GDP (BRL billion) 7,447.9  8,653.2  9,297.3  9,941.5 10,575.7 11,2443  11,956.3  12,713.0  13,517.2  14,372.1  15,275.1
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GDP - real growth (% per year)
Nominal GDP (BRL billion)

IPCA —accum. (% in the year)

Exchange rate - end-of-period (BRL/USD)

Employment - growth (%)

Payroll - growth (%)

Selic rate - end-of-period (% per year)

Real Interest ex-ante (% per year)

Public Sector Consolidated Primary Balance (% of GDP)
of which Central Government

Net Nominal Interest (% of GDP)

Nominal Balance (% of GDP)

General Government Gross Debt (% of GDP)

0.50
5,779
6.41
2.66
1.48
3.98
11.75
5.93
-0.56
-0.41
5.39
-5.95

56.3

-3.55
5,996
10.67
3.90
0.05
-1.13
14.25
8.32
-1.86
-2.01
8.37
-10.22

65.5

-3.28
6,269
6.29
3.26
-1.87
-3.24
13.75
6.41
-2.48
-2.57
6.49
-8.98

69.8

1.32
6,585
2.95
3.31
0.35
1.87
7.00
2.82
-1.68
-1.89
6.09
-7.77

73.7

1.78
7,004
3.75
3.87
1.41
3.04
6.50
2.61
-1.55
-1.72
5.41
-6.96

75.3

1.41

7,407

4.31
4.03
1.99
2.47
4.50
0.79
-0.84
-1.28
4.96
-5.79

74.3

-4.06
7,448
4.52
5.20
-7.86
-3.63
2.00
-0.70
-9.44
-10.06
4.19
-13.63

88.8
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4.91
8,600
8.74
5.35
3.00
-2.72
8.25
4.79
-0.88
-1.84
5.39
-6.27
83.3

1.72
9,300
4.02
5.75
1.51
1.72
8.50
3.66
-0.40
-0.86
6.33
-6.73
84.8

2.15
9,922
3.26
5.57
1.45
2.15
6.50
3.54
-0.54
-0.87
5.02
-5.56
85.9

2.18
10,543
3.17
5.28
1.54
2.18
6.50
3.31
-0.30
-0.52
4.06
-4.37
86.1
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