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DATA ANALYSIS - FISCAL POLICY

DEBT MANAGEMENT: HIGHER VOLUME OF DEBT ISSUANCE o ranca@sante o concet
(DOMESTIC AND EXTERNAL) IN APRIL #5511 3553 5235

e Yesterday, the National Treasury published its monthly debt report for April. Debt issuance remained high
in the month, totaling BRL127 billion, compared to BRL169 billion in March. These values are higher than
the average of BRL73 hillion observed in first two months of the year. In April, we observed the positive
external issuance of BRL11 billion, with a 10-year bond (Global 2033). In the domestic market, the issuance
was concentrated in fixed-rate (~50%) bonds. Considering this, the weekly bond issuances reached BRL26
billion up to April, rising from BRL24 billion up to March and BRL19 billion up to February. For 2023, we
estimate that ~BRL24 billion needs to issued per week in order to keep liquidity reserves stable until year-
end.

e April was also marked by a lower level of redemptions (BRL35.3 billion). Moreover, net issuance was
BRL92.3 billion last month, amounting to -BRL125.8 billion in YTD terms and -BRL145.5 billion in the last
12 months. Considering the net issuance result, public debt liquidity reserves went up 8.2% MoM in nominal
terms (+BRL8O billion from March), reaching BRL1,053 billion. This level of liquidity reserves covers close
to 9.6 months of debt maturities (from 9.2 in March, 6.9 in February and 8.4 in December).

e The cost of new domestic issuances rose slightly to 12.9% p.a. in April vs. 12.7% p.a. in February. The debt
cost of LFT bonds accumulated in the last 12 months was maintained close to 12.5%, and the current level
of Selic rate (13.75%) could create additional pressure on debt costs in the coming months, in our view.
The average cost of the outstanding debt accumulated in 12 months dropped to 10.7% (-0.4 pp), helped by
the external issuance and the reduction in inflation numbers.

e The debt maturing through year-end totals BRL796 billion, while BRL1,360 billion is maturing in the next 12
months. We highlight the large maturity scheduled for May (BRL211 billion, mainly in NTN-B bonds). The
volume of domestic debt securities maturing in up to 12 months rose to 22.9%-— close to the upper bound
of the Annual Borrowing Plan for 2023 (23%).

¢ Non-residents registered almost no new flow in April (-BRLO.1 billion), reaching BRL17.5 billion in 2023 and
BRL51.4 billion in the last 12 months. The percentage of non-resident debt holders reached 9.5% in April
vs. 9.4% in December 2022 and compared to 10.6% in December 2021. Financial institutions continue to
be the main holders (28.8%, +0.7ppt in the month).

e We observed better number in the last two months, with increased debt issuance, highlighting the external
issuance. We continue to believe that the liquidity debt cushion is at a comfortable level to navigate the
uncertainties.

e For the medium term, the outlook for debt management remains challenging, considering the higher level
of domestic debt in the context of an increase in the cost of debt and uncertainty about the fiscal
consolidation ahead.
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Figure 1 — Summary — Monthly Debt Report

Annual Borrowing Plan (PAF 2023)

2020 2021 2022 Mar-23 Apr-23 BZGPAPERELCCE PAF 2022 range

Outstanding volume (BRL billion) Min Max
Federal Public Debt 5010 5614 5951

Composition (%)

Min Max
5,892 6,032 6,400 6,800 6000 6400

23 27 2

Fixed-rate 348 289 27.0 24.7 24.8 4 28
Inflation-linked 253 293 303 320 321 29 33 27 31
Floating-rate 34.8 36.8 383 39.1 3838 38 42 38 42

FX 5.1 50 44 4.2 4.2 3 7 3 7
Maturity Structure _ _
% maturing in 12 months ~ 27.6 21 22.1 22.1 229 19 23 19 23
Average maturity (years) 3.6 3.8 3.0 4.0 4.0 38 4.2 38 4.2
Sources: National Treasury; Santander

Figure 2 — Debt Profile - %
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Figure 4 — Debt Maturities - %
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Figure 6 — Debt Holders - %
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Figure 3 — Debt Maturity in the Next 12 Months (BRL bn)
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Figure 5 — Average Maturity
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Figure 7 — Change in Holders Debt Stock (BRL bn)
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Figure 8 — Debt Cost -
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Figure 10 — Debt Liquidity Reserve (BRL bn)
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Sources: National Treasury, Santander.
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Figure 9 — Debt Cost of New Issuances - %
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Figure 11 — Liquidity Coverage of Debt Maturity
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included within this report constitute our judgment as of the date of the report and are subject to change without notice. Any U.S.
recipient of this report (other than a registered broker-dealer or a bank acting in a broker-dealer capacity) that would like to effect any
transaction in any security discussed herein should contact and place orders in the United States with Santander US Capital Markets
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greater than 1%, the specific holding is disclosed in the Important Disclosures section above. The recipient of this report must not
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institutional investors, accredited investors and expert investors (each as defined in the Securities and Futures Act 2001 of
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