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1 recently travelled to Brazil where 1 met with local corporates,
fund managers and lawyers. Brazil is one of the larger
markets in private credit, where we continue to see demand
for capital.

Below are the key takeaways from the trip:

Mihai Florian

Senior Portfolio Manager Macro and political uncertainty pushing borrowers offshore
Political uncertainty ahead of next year’s presidential elections has had
Published October 2025 a substantial impact on local risk appetite and on the corporate sector’s

willingness to expand through capital expenditure or M&A. This subdued
investment climate is further exacerbated by the high local rates with the
“Brazil is one of CDI (local reference rate) sitting close to 15%' and inflation running just
the Iarger markets north of 5%. This makes Brazil’s real rates amongst the highest in the world.
. . ) Despite liquidity substantially improving over the past 1-2 years, given the
In prlvate Cred|t7 migration of capital from equity markets (e.g. there hasn’t been an 1PO locally
where we continue for almost two years now) into local debt markets, local corporates are still
to see demand borrowing in BRL at 17-20%. Anecdotal evidence points to substantial amounts
of credit raised in the local markets: for top-tier blue chips, the liquidity
available is USD500m-1bn in BRL equivalent, up from USD200-400m equivalent
just a few years ago.

for capital.”

For corporates with USD revenues, given the FX has strengthened this year
alone by more than 10%, the effective rate of borrowing in USD equivalent
would be in the high teens/low 20s% per annum, which is prohibitively high
for many. As such, we’'ve seen a number of corporates borrowing in local
capital markets (via local bonds called debentures) and swapping the BRL
into USD, achieving similar borrowing rates as in international markets.
This avenue is notably only open to top-tier Brazilian corporates, given the
“wrong-way” nature of the swap and the reluctance of banks to enter into
swap agreements, outside of blue-chip corporates. Whilst the need for USD
borrowings has actually increased, most medium-to-large corporates are
tapping the offshore markets.

' CDI - Interest Rates - Interbank deposit - Portal de Finangas - Since 1986.
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Shifts in private credit

Activity in the Brazilian corporate market is increasingly
characterised by the contrast between the ‘haves’ and
the ‘have-nots”

1. The ‘haves’: large healthy corporates with low
leverage and exports or commodity-driven businesses
are finding the local markets too expensive or have
limited capacity to swap into USD. These companies
are diversifying their funding needs by tapping
offshore lenders. While the Brazilian market is well
covered from a banking perspective, the large banks
are nevertheless subject to capital limits. As a result,
we are increasingly seeing interesting private credit
opportunities as banks reduce positions to make way
for new lending. Moreover, over the last six months,
we have seen a number of Brazilian corporates looking
to expand their operations in the US in order to avoid
tariffs by falling under the “buy-built American”
strategy. These situations represent a rich opportunity
set for managers such as ourselves, given the lack
of appetite from US lenders for what is, in effect,

a project-financing by an offshore sponsor into the US.
At the same time, local Brazilian markets are reticent
to conduct this cross-border lending.

2. The ‘have-nots’: these are generally highly-leveraged
businesses in industries that are experiencing
a cyclical downturn (such as chemicals) or idiosyncratic
challenges (such as the agricultural sector facing a fall in
soft commodity prices). The stress on these companies’
operating cashflows, coupled with the high rates they
are paying on the local debt, has pushed a few to
seek court-driven restructuring processes or judicial
reorganisation (R)) processes, the equivalent of Chapter
11in the US. The potential opportunities here would be
in select stressed names or rescue financings, where
private credit providers can lend on a super-senior
and secured basis at the top of the capital structure to
companies that can show a convincing path to recovery.

Local restructuring environment

and R) process evolving

The local courts, especially in Sao Paulo, are fairly
sophisticated and advanced when it comes to

in-court restructurings from consensual, extrajudicial
reorganisation (EJ) or bankruptcy-driven (R]).

Moreover, the infrastructure around these restructurings
(from lawyers to local financial advisors) is fairly

well developed, with a long track record of successful
restructurings.

“Creditors prefer Sao Paulo, which is

more creditor friendly and also more
sophisticated.”

In addition, the legislature has been fairly business
friendly, in an attempt to make the court process
smoother. As an example, following one of the largest
restructurings in the country for Oi Telecom in 2019-2020,
new legislation was put in place limiting the amount of
time a stay on enforcement can be granted by the court;
this made the process much faster and more efficient
than in the past.

At the same time, there are still discrepancies in the
levels of sophistication of various courts across the
country. In a recent filing, we have seen companies
expressing a preference for Rio de Janeiro, which is
typically more debtor friendly, in contrast to creditors
who prefer Sao Paulo, which is more creditor friendly
but also more sophisticated.

Last, but not least, as the bankruptcy legislation was
heavily influenced by the US, we have seen a number
of debtor-in-possession (DIP) financings. These are
recognised by the courts with security granted on

a post-petition basis and, thus, are recognisable even
in a liquidation.
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Local opportunistic credit market
is getting more focus
With the development of the local capital markets and

increased sophistication of the restructuring processes

in Brazil, we have also seen increased activity locally
in a variety of instruments from non-performing loans
(NPLs), to claims (precatorios) to performing private
credit (for performing, high-quality credits) and
DIP-style financings (rescue financings for stressed
and distressed companies).

Together with a more global approach by many of the
local banks, managers, and financial advisors, we have
seen an increased number of these credit opportunities
being executed either in the international markets or
as joint onshore-offshore structures.

“Brazil is a large and increasingly
sophisticated market with a large
opportunity set.”

One unwelcome development that seems to have
come back to haunt the Brazilian market is high profile
fraud-driven defaults: we witnessed the impact of
fraud in the Americanas case a few years ago, where
under-reporting debt levels and abusing the working
capital financing route led to a freeze locally in
working capital financings available from banks.

More recently, another alleged fraud story around the
waste management company, Ambipar, is creating
similar ripples locally.

Summary: moving parts as trends evolve

Brazil is a large and increasingly sophisticated
market with a large opportunity set. High local
rates, coupled with noise around some names, has
exacerbated volatility in the local markets and is
creating opportunities for active managers such
as ourselves. It was a busy week, fully packed with
meetings and company visits, but softened by the
sunny, warm weather in Rio — a stark contrast to
the gloomy grey skies and strong gusts of wind

1 returned to in London!

Brazil: a changing landscape for private credit | 3



This document is a marketing communication and it may be produced and issued by the following entities: in the European Economic Area (EEA), by BlueBay
Funds Management Company S.A. (BBFM S.A.), which is regulated by the Commission de Surveillance du Secteur Financier (CSSF). In Germany, Italy, Spain and
Netherlands the BBFM S.A is operating under a branch passport pursuant to the Undertakings for Collective Investment in Transferable Securities Directive
(2009/65/EC) and the Alternative Investment Fund Managers Directive (2011/61/EU). In the United Kingdom (UK) by RBC Global Asset Management (UK) Limited
(RBC GAM UK), which is authorised and regulated by the UK Financial Conduct Authority (FCA), registered with the US Securities and Exchange Commission (SEC)
and a member of the National Futures Association (NFA) as authorised by the US Commodity Futures Trading Commission (CFTC). In Switzerland, by BlueBay
Asset Management AG where the Representative and Paying Agent is BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich,
Switzerland. The place of performance is at the registered office of the Representative. The courts at the registered office of the Swiss representative or at the
registered office or place of residence of the investor shall have jurisdiction pertaining to claims in connection with the offering and/or advertising of shares in
Switzerland. The Prospectus, the Key Investor Information Documents (KI11Ds), the Packaged Retail and Insurance-based Investment Products - Key Information
Documents (PRIIPs KID), where applicable, the Articles of Incorporation and any other document required, such as the Annual and Semi-Annual Reports, may
be obtained free of charge from the Representative in Switzerland. In Japan, by BlueBay Asset Management International Limited which is registered with the
Kanto Local Finance Bureau of Ministry of Finance, Japan. In Asia, by RBC Global Asset Management (Asia) Limited, which is registered with the Securities and
Futures Commission (SFC) in Hong Kong. In Australia, RBC GAM UK is exempt from the requirement to hold an Australian financial services license under the
Corporations Act in respect of financial services as it is regulated by the FCA under the laws of the UK which differ from Australian laws. In Canada, by RBC Global
Asset Management Inc. (including PH&N Institutional) which is regulated by each provincial and territorial securities commission with which it is registered.
RBC GAM UK is not registered under securities laws and is relying on the international dealer exemption under applicable provincial securities legislation, which
permits RBC GAM UK to carry out certain specified dealer activities for those Canadian residents that qualify as “a Canadian permitted client”, as such term is
defined under applicable securities legislation. In the United States, by RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”), an SEC registered investment
adviser. The entities noted above are collectively referred to as “RBC BlueBay” within this document. The registrations and memberships noted should not
be interpreted as an endorsement or approval of RBC BlueBay by the respective licensing or registering authorities. Not all products, services or investments
described herein are available in all jurisdictions and some are available on a limited basis only, due to local regulatory and legal requirements.

This document is intended only for “Professional Clients” and “Eligible Counterparties” (as defined by the Markets in Financial Instruments Directive (“MiFID”)
or the FCA); or in Switzerland for “Qualified Investors”, as defined in Article 10 of the Swiss Collective Investment Schemes Act and its implementing ordinance,
or in the US by “Accredited Investors” (as defined in the Securities Act of 1933) or “Qualified Purchasers” (as defined in the Investment Company Act of 1940) as
applicable and should not be relied upon by any other category of customer.

Unless otherwise stated, all data has been sourced by RBC BlueBay. To the best of RBC BlueBay’s knowledge and belief this document is true and accurate
at the date hereof. RBC BlueBay makes no express or implied warranties or representations with respect to the information contained in this document and
hereby expressly disclaim all warranties of accuracy, completeness or fitness for a particular purpose. Opinions and estimates constitute our judgment and are
subject to change without notice. RBC BlueBay does not provide investment or other advice and nothing in this document constitutes any advice, nor should
be interpreted as such. This document does not constitute an offer to sell or the solicitation of an offer to purchase any security or investment product in any
jurisdiction and is for information purposes only.

No part of this document may be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole or in part, for any
purpose in any manner without the prior written permission of RBC BlueBay. Copyright 2025 © RBC BlueBay. RBC Global Asset Management (RBC GAM) is
the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset Management (U.S.) Inc. (RBC GAM-US), RBC Global Asset
Management Inc., RBC Global Asset Management (UK) Limited and RBC Global Asset Management (Asia) Limited, which are separate, but affiliated corporate
entities. ® / Registered trademark(s) of Royal Bank of Canada and BlueBay Asset Management (Services) Ltd. Used under licence. BlueBay Funds Management
Company S.A,, registered office 4, Boulevard Royal L-2449 Luxembourg, company registered in Luxembourg number B88445. RBC Global Asset Management (UK)
Limited, registered office 100 Bishopsgate, London EC2N 4AA, registered in England and Wales number 03647343. All rights reserved.

Published October 2025

RE/0305/10/25

RBC BlueBay
Asset Management
RBC



