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ABECIP
Founded 1967

To contribute to building a solid
Mission and stable real estate credit

system

To foster the enhancement of
Purpose the Housing Finance System and
the Brazilian Financial System
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Introduction

Brazil

v Land area: 8,5 million km? (5t
largest land area)

v Population: 191 million
(world’s 5t largest)

v' 2012 GDP: RS 4,40 trillion
(world’s 6" largest economy)

v" Urban population: 84.4%

v Population growth:
2000 to 2010: 1.2% p.a.

v Number of households: 67,6
million
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Real Estate Credit in Brazil

Economic Scenario

Pre-1994
X
Post-1994
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Economic Scenario - Background QA

Pre-1994:

L
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Monetary instability
Legal uncertainty inflation

High interest rates
Low economic growth 7

Shortage of credit o
27 1.344%

171%

.

1980-1987 1988-1994
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Economic Scenario - Background QA

Post-1994:

L
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Inflation under control
Legal certainty

Declining interest rates Average annual
- et inflation
Fiscal responsibility

Economic growth
Abundant credit

1995-2005 2006-2010 2011 2012
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Current
Economic
Scenario
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GDP Consumer Price Index — Broad Concept
7,5%
6,5%

6,1% ’

o 5,2% 5,7% 5,9% 5,9% 5,8%
4,0% 4,5% 4,3%
0,
3,2% 27% 3,0% .
ETA

2005 2006 2007 2008 2009 2010 2011 2012 2013* 2005 2006 2007 2008 2009 2010 2011 2012

Unemployment - Average Rate Real Average Income (RS 1)
1.839

1.783
9,9% B : 1.738
9,3%
1.629 1.641
1.572
1.538
1.476
6,0%
2008 2009

2005 2006 2007

2005 2006 2007 2008 2009 2010 2011 2012 - - e

Source: Brazilian Central Bank and IBGE - Brazilian Census Lowest hiStO rical rate
Bureau
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GDP Per Capita (RS Thousands) and Consumer Confidence R
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GDP per Capita

21,5 22,7
19,5
16,0 16,9
14,2 .
1,7 128 GDP per Capita doubled
between 2005 and 2012

2005 2006 2007 2008 2009 2010 2011 2012

Consumer Confidence

11 122
110 112

Consumer confidence 102 96

stable and above the

historical average (113) I

2005 2006 2007 2008 2009 2010 2011 2012

120 119

Source: FGV andIBGE - Brazilian Census Bureau
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Real Estate Credit in Brazil

Economic Scenario
Positive Spin-off
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Income class — Population Distribution (%) QA

L

ABECIP

Improved socioeconomic conditions

A and B
Class
mA/B Growth
Significant
mC . Growth of
Potential C Class
market
HD
Reduction
of D Class
HE
Reduction
2003 2011 2014E of E Class
Source: FGV
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Real Estate Credit
in Brazil
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Current Real Estate Financing Model QA
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Primary sources of funding
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Current Real Estate Financing Model 7N
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SFH
Housing Finance
System

SBPE FGTS
Brazilian Savings and Employee Retirement
Loans System Fund

8% of salary
(cost to employers)

Account for over 90% of financing sources
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Financing sources - Funding from Savings (SBPE) and FGTS QA
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Background - RS Billions
Between 2004 and

2012, the volume of 38% 1148 121,2
financing grew by
more than
17 times 67%.: " &3,
23%
61% 49,9
54% 40,4
57%
51% 25,1
16,3

EE EE B 6.3
2004 2005 2006 2007 2008 2009 2010 2011 2012
B FGTS H SBPE

Source: Abecip, Brazilian Central Bank and CEF
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Financing sources - Funding from Savings (SBPE) and FGTS QA
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1st Four-Month Period Annual Result
(RS Billions) (RS Billions)
Forecast
12% 17%
142
42,1

121

37,6 115

W SBPE
W SBPE

W FGTS mFGTS

2010 2011 2012 2013E
1°Qd.12 1°Qd.13

Source: Abecip, Brazilian Central Bank and CEF
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Brazil 2011
Families in Brazil Marriages 1,03 million
67,6 million Divorces 0,28 million
Total 1,31 million
9,2 million
families pay
rent /(9 Minimum Potential Market )
Those paying 9,f2 m.lll.llon
rent am.| ies
Units financed On average,
annually 900,000 units
(I Potential Market 10 years
/ J

Source: Abecip and IBGE - Brazilian Census Bureau
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Real Estate Credit x GDP (% Share)

UK 2011

USA 2011
Portugal 2011
Spain 2011
Canada 2011
Germany 2011
France 2011
South Africa 2010
Italy 2011

Chile 2010
China 2007
Mexico 2010
Brazil 2013-03
India 2011
Russia 2011
Argentina 2009

Source: Abecip and BCB, Hypostat, Felaban and Hfn

Optimistic real estate
credit scenario __

2015 Forecast:
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10% of GDP
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Default Rates
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Defaults as a (%) of Real Estate Financing R
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Financing funded from Savings
Contracts more than 90 days past due (%)

Mortgage + Fiduciary Lien Fiduciary Lien

11,2% 5

1,3%

. 1,2% 1,21/-,.,/""--.

\ '----

N P

\N,”

1,0%

2007 2008 2009 2010 2011 2012

3,1%
* W 2,6% .

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

4,2%

Source: Abecip and Brazilian Central Bank
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Defaults as a (%) of Real Estate Financing R
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Reasons for low level of defaults

v" Maximum income commitment: 30%

v Maximum LTV: 80%

v' Average LTV: 64%

v" Guarantee: Fiduciary Lien

v' Banks are conservative when granting loans
v' Each development is a SPE

Source: Abecip and Brazilian Central Bank
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Real Estate Credit in Brazil

Sources of Funding for
Real Estate Financing
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Sources of Funding for Real Estate Financing QA
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Traditional Sources:

v'  SBPE Savings
v FGTS (Employee Retirement Fund)

New Sources:

v CRI (Real Estate Receivables)

v LCI (Real Estate Letters of Credit)
v" Real Estate Funds
v LFl (Covered Bond) under development

Joint Congress of IUHF and EFBS - Sound Housing Finance Around the World 24



Traditional Sources for Housing - RS Billions R
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SBPE Savings

389 405
331
300
254
215
188
] ; I I

2005 2006 2007 2008 2009 2010 2011 2012 abr-13

Funding channeled to real
estate credit for the middle
class

FGTS

219
194
175
160
136 143 I

2005 2006 2007 2008 2009 2010 2011 2012

252

Funding channeled as a 121

priority to the low-income
population

Source: Abecip, Brazilian Central Bank and Cetip
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New Sources of Funding for Housing - RS Billions QA
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Certificates of Real Estate Receivables Real Estate Notes

33,4 33,6

27,8

18,9
10,6
72 155
10,5
2,1 2,2 2,9 4,0 7,3 .
e -

2005 2006 2007 2008 2009 2010 2011 2012 abr-13 2005 2006 2007 2008 2009 2010 2011 2012 abr-13

Real Estate Investment Fund

Covered Bonds
under development
o mam
2009 2010 2011 2012 abr-13

Source: Abecip, Brazilian Central Bank and Cetip
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New Sources of Funding for Housing — ABECIP Proposal 7N
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Covered
Bonds (in
Brazil)

Similar to the
European CB

Easily tradable
(foreign investors)
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Banking Sector
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Brazilian Banking Industry R
L

ABECIP

Selected Features

Brazilian banks have nationwide presence
v" Over 97,000 service outlets (excluding ATMs)
v' Extensive use of credit and debit cards

v' Used for payment of different types of services,
expenses, taxes and utility bills

Widespread use of electronic services:

v" Internet, call centers, mobile devices and chat
v" Simulation and contracting of loans

v Financial education and rational use of credit

" Development of strong relationships with clients
and insights into their credit behavior
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Banked Population R
N

ABECIP

54 million people in Brazil use banks
* 30% of the total population
* 60% of the economically active population

2002 2003 2005 2006 2007 2008 2009 2010 2011

Increase due to upwardly mobile C and D classes

Source: Brazilian Central Bank and Brazilian Banks Federation - Febraban
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Security of the Brazilian Financial System QA
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Macroeconomic stability

Inflation targeting system

Flexible currency rate

High international reserves: USS 379 bi (Apr/13)

Fiscal responsibility law

SN N N NN

Central Bank has huge resources to control and
supervise the financial system

<

Modern Brazilian Financial System

<

Highly-capitalized banks
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- Adverse economic conditions

Past i
- Stagnated real estate credit
- Favorable economic conditions
- Real estate credit with much room to grow
Present
- Accounts for only 7.1% of GDP
- Banks focusing on real estate credit
Banks’ - Construction finance (developers)
Strategy - Financing for off-the-shelf units for individuals
real estate - Long-term credit |:> long-term relationship
credit

- Cross-selling
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Real Estate, Personal and Vehicle Loans (RS billions)

330,0 Aug/11 Real estate loans
exceed vehicle loans
280,0
w  230,0
c
9
0  180,0
W
a4
130,0
Real estate loans should
exceed personal loans
80,0 .
in the 2nd semester
30’0 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
0 o O o o O o O 0O 0O 0O 0O 0O =H o™- - - oS - NN NN MmN M M
L2 fddddddddooddddddd g dddd
2885388853 88853 8285382885533
— Personal loans — Vehicle finance — Real estate credit

Source: Brazilian Central Bank
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Real Estate Credit in Brazil

Bank Marketing
and Modus Operandi
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Bank Marketing and Modus Operandi

1 - Prospecting

=
N

ABECIP

Alliances with developers 2 — Otfering credit
and brokers = Through all channels
Convenient service = Customized to client’s

Pre-assessed guarantee requirements

bank
Integrated business

Client

4 - Retaining clients 3 — Strengthening relationships

- Customer loyalty and making them profitable

- Incentive schemes in the - Scheduled approach to offer
relationship new business

= After-sales service

Source: CEF - Federal Savings Bank
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Marketing and Modus Operandi

Lower costs and speed of response in real estate credit

v Creating the “document processing plant”

v Rationalizing red tape

v Agility in credit analysis and approval

v CET: Effective Total Cost (BC) “transparency”

v Boosting relationship with client (Cross-selling)
v Capillarity of the service network

v Providing a good customer experience

v Virtual environment for the entire transaction

=
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ABECIP
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Bank Marketing and Modus Operandi R
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v' Managers and real estate credit specialists who attend to
clients in the branches

v' Segmentation by income level (differentiated
environment)

v" Wide availability of branches (capillarity)
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Bank Marketing and Modus Operandi R
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Real Estate

Companies

Banks put together teams of real estate credit specialists
to attend to clients of real estate companies
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Bank Marketing and Modus Operandi R
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Real Estate

Developers

Banks finance:
* The developer during the construction phase

 The buyer of the completed property
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Bank Marketing and Modus Operandi R
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Banking

Correspondents

v Banks hire companies to handle the bureaucratic credit
process (speed of the process)
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Bank Marketing and Modus Operandi

Facilities

>
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Internet

Moliiles

-

(o
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v' Conscientious
credit use

v Indication of ideal
solution for each
client

v" Simulators
v' Enquiries
v" Transactions

Joint Congress of IUHF and EFBS - Sound Housing Finance Around the World
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Bank Marketing and Modus Operandi %

Advances & Improvements

In services at branches, the internet and call centers I

In communications about products and services I
Education for conscientious consumption

In CSU and ombudsman management

In relationships with consumer protection entities

. and regulatory bodies .

| In team alighment and qualification

_

Source: Febraban, prepared by Abecip
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Bank Marketing and Modus Operandi %

ABECIP

Professional Qualification

Banks e
Schools

ABECIP ~e_ MBA In

=3 Real Estate Credit

and Business

ABECIP 5 Professional
SR Certification
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Conclusion
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Stability of macroeconomic indicators

Strong Optimism with growth of real estate credit
Growth . - .
Prospects Real estate crfedlt as a lever for retaining clients
and cross-selling
Speedy service
Strategy Knowledge of the client’s credit habits

. Qualified service network
- Focus on the client

Financial education

- Sustainable growth
8 Easily understood products

Segmentation of customer service
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Thank you

Filipe F. Pontual
Executive Director - ABECIP
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