
In the international scenario, the oil market showed mixed signals, with an increase in
U.S. crude inventories and further declines in refined product inventories. Commercial
crude oil inventories rose by 2.97 million barrels, above expectations for a 500 thousand-barrel
decline, while refinery utilization fell 2.8 p.p. to 94.0%, reducing short-term demand for crude. In
contrast, gasoline and distillate inventories continued to decline and remain below year-ago
levels. The move comes amid a sharp increase in U.S. diesel prices and discussions over a
possible suspension of fuel exports, a measure initially supported by Trump but criticized by the
Energy Secretary and the American Petroleum Institute due to the risk of reducing refined
product supply and putting further pressure on prices.

In Brazil, the Monetary Policy Report (RPM) reinforced the view of a gradual slowdown in
economic activity. In its assessment of the data already released for the second quarter, the
Central Bank highlighted weaker momentum in industry and services, partially offset by strong
agricultural growth. GDP grew 0.5% QoQ, down from 1.1% in the first quarter, while the sectors
more sensitive to the economic cycle were broadly stable and GDP excluding agriculture grew
only 0.1% according to the official adjustment.

The labor market remains strong, but the Central Bank itself highlighted recent signs of
moderation. Caged employment creation totaled 958 thousand jobs year-to-date, below the
level recorded over the same period in 2025, while real hiring wages declined for the second
consecutive quarter. Despite this, wages are still up 1.3% YoY in real terms, and job creation
remains above the growth of the working-age population.

The Central Bank maintains a view of moderate growth, projecting GDP growth of 1.8%
in 2026 and 1.4% in 2027. For 2026, we are aligned with the Central Bank's projection, while
maintaining our 1.6% estimate for 2027, although with a clear downward bias. The RPM
assessment incorporates the lagged effects of monetary policy on sectors more sensitive to the
economic cycle, as well as the moderation already observed in the labor market.

According to the assessment presented in the RPM, credit is also beginning to show
signs of weaker momentum and deteriorating quality. The data analyzed by the Central
Bank show household indebtedness at 49.9% and debt-service commitments at 28.9%, both at
elevated levels, while delinquency in the total SFN credit portfolio reached 4.9% in July. In
household free-market credit, delinquency reached 7.8%, while new lending declined in the
three months through July and emergency credit products continued to grow. Although part of
the increase in delinquency is related to regulatory changes under CMN Resolution 4.966,
deterioration is occurring in a context of high household indebtedness and restrictive monetary
policy.
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Activity slows in Brazil, while inflation and fiscal developments add
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Inflation worsened at the margin, but the upside surprise in September's IPCA-15
remained concentrated mainly in more volatile components. The index came in above
expectations, with food-at-home, particularly fresh products, and gasoline standing out on the
upside, with gasoline returning to positive territory. Among core measures, upside surprises
were concentrated in airfares, voluntary vehicle insurance, ride-hailing services and cigarettes,
the latter still normalizing after the price adjustments observed in August. Therefore, while the
composition was weaker at the margin and the average of core measures also surprised to the
upside, the surprises do not appear to reflect, for now, a broad-based deterioration in underlying
inflation components.

On the fiscal side, the RARDP showed a relevant change in the composition of budget
restraint, with lower expenditure blocking but a greater need for contingency measures
to meet the fiscal target. The blocked amount fell from R$17.9 billion to R$2.4 billion, but the
government began to impose R$13.6 billion in contingency measures, bringing total restraint to
R$16.1 billion. The change occurred because the projected primary balance after exclusions
moved from a R$10.8 billion surplus to a R$13.6 billion deficit, consuming the margin available
in the previous report. Without exclusions, the headline primary result moved from a R$52.0
billion deficit to an R$80.9 billion deficit. Therefore, the reduction in expenditure blocking does
not represent an equivalent improvement in the fiscal outlook, but rather mainly reflects a
change in the composition of the restraint.
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Economic Calendar

In Brazil, the main highlights for the week will be the release of the August unemployment rate, for
which we expect stability at 5.3%, and Caged employment data, with expectations for 100 thousand
new jobs.

Also due are August industrial production (PIM-PF), for which we forecast growth of 0.4% MoM and
0.5% YoY, gross general government debt (DBGG), with a projection of 83.1% of GDP, and external
sector data, for which we forecast a US$6 billion current account deficit and US$6.5 billion in foreign
direct investment in August.

In the United States, the main highlights will be the release of August PCE inflation, including core
PCE, as well as the third estimate of second-quarter GDP. The week will also include September
ADP employment, initial jobless claims, the ISM manufacturing index and, most importantly, the
September payroll report, along with the unemployment rate and average hourly earnings.
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