A/ P=ZCO

R ea Ct i o n economic & financial analysis

April 27, 2026
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Government Concerned About Indebtedness... Of Others!

e The Central Bank of Brazil released today the data on corporate and household indebtedness. The
stock of credit operations in the National Financial System (SFN) reached BRL 7.2 trillion in March,
an increase of 9.7% over 12 months (against an inflation of 4.1%). The highlight remains the
expansion of directed credit, which grew 12.3% over the same period.

e Corporate indebtedness remains elevated (54.9% of GDP), although below historical peaks (around
57%). Household debt, on the other hand, has never been higher (38% of GDP). Credit costs are
extremely high (average of 17.5% p.a. for corporates and 28.2% p.a. for households), and delinquency
continues to reach record levels (2.7% for firms and 5.3% for households).

¢ Now consider the following: household debt relative to annual income stands at 49.9%. For
companies, we estimate a ratio of roughly 21.7%. For the public sector, however, the figure
reaches an astonishing 230% (a debt of 79.2% of GDP divided by the 34.4% tax burden). Chart
1 summarizes these figures.

e Chart 2 shows the recent dynamics of debt-to-GDP ratios for households, corporates, and the
public sector.

¢ In other words, the government is right to be concerned about the financial situation of
Brazilian households, especially given the strong electoral appeal of the issue. The official
strategy is to ease the financial burden on lower-income groups through subsidies (the
“Unshackling” program). The remaining question is: who will unshackle government’s own
debt? The answer: you.

Chart 1: Public Sector, Corporate, and Chart 2: Public Sector, Corporate, and
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This report was prepared and published by the team of partners and consultants of Pezco Consultoria, Editora e Desenvolvimento
Ltda (“Pezco Economics”), exclusively for its clients and partners. This document is intended to serve as a basis for discussion of
elements of the economic and sectoral environment, through the compilation of information and the presentation of analyses and
viewpoints. Every effort has been made to ensure the reliability of the information and its sources; however, the accuracy of such
information or of the analyses derived therefrom cannot be guaranteed. All information contained herein that is characterized as a
“projection” or “forecast” is based on elements and trends available at the time the analysis was produced, the underlying
assumptions of which may change significantly over time. This document is not intended to offer or solicit the purchase or sale of
any goods or services. Pezco Economics and the professionals who participated in the preparation of this report accept no
responsibility for decisions taken on the basis of this document. Both Pezco Economics and the partners and consultants named in
this report may hold positions in assets mentioned herein, and may be participating or may have participated in consulting or
advisory projects related to the organizations mentioned. In such cases, the analyses presented disregard any non-public information
protected by confidentiality agreements. This report may not be reproduced or redistributed, in whole or in part, for any purpose

whatsoever, without the prior written consent of Pezco Economics.
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