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Banco BTG Pactual S.A.

a sociedade andénima incorporated in the Federative Republic of Brazil
(acting through its principal office in Brazil or through its Cayman Islands Branch)

US$3,000,000,000
Global Medium-Term Note Programme

Under its global medium-term note programme (the “Programme”), Banco BTG Pactual S.A., acting either through its principal office in Brazil or
through its Cayman Islands Branch (the “Issuer”), may from time to time issue medium-term notes (the “Notes”) denominated in such currencies as may be agreed
with the Dealers (as defined below). The Notes may be issued on a continuing basis to one or more of the Dealers. The Notes will have maturities from 30 days to 30
years from the date of issue (except as set out herein). The Notes will bear interest on a fixed or floating rate basis, or be issued on a fully discounted basis and not
bear interest. Subject to the terms set forth herein, the maximum aggregate nominal amount of all Notes issued and outstanding under the Programme will not exceed
US$3,000,000,000 (or its equivalent in other currencies at the time of agreement to issue, subject to the terms set forth herein). Notes will be issued in one or more
series (each a “Series”) having one or more issue dates and the same maturity date, bearing interest on the same basis and at the same rate, and on terms otherwise
identical (except in relation to interest commencement dates and matters related thereto). Each Series shall be all in bearer form or all in registered form and may be
issued in one or more tranches (each a “Tranche”) on different issue dates. Details applicable to each Tranche and Series will be specified in a supplement to this
document (the relevant “Final Terms”).

Investing in the Notes involves risks. See “Risk Factors” included in this Offering Memorandum.

Application has been made to the Luxembourg Stock Exchange for the Notes to be admitted to listing on the Official List of the Luxembourg Stock
Exchange and trading on the Euro MTF market, which is not a regulated market within the meaning of Directive 2004/39/EC concerning markets in financial
instruments (the “MIFID Directive””). However, Notes may be issued under the Programme which will not be listed on the Official List of the Luxembourg Stock
Exchange or traded on the Euro MTF market of the Luxembourg Stock Exchange or any other stock exchange and/or market, and the Final Terms applicable to a
Series will specify whether or not the Notes of such Series will be listed and admitted to trade on the Euro MTF market of the Luxembourg Stock Exchange or any
other stock exchange and/or market. With respect to the Programme and any listed Notes issued under the Programme, there can be no assurance that a listing on the
Euro MTF market of the Luxembourg Stock Exchange or any other stock exchange will be achieved prior to the issue date of any Notes or otherwise. This Offering
Memorandum updates the offering memorandum for the Programme dated January 9, 2013, which was approved as a base prospectus by the Luxembourg Stock
Exchange. In relation to the Notes listed on the Luxembourg Stock Exchange, this Offering Memorandum is valid for a period of 12 months from the date hereof.

Tranches of Notes issued under the Programme may be rated or unrated. Where a Tranche of Notes is rated, such rating will not necessarily be the same
as the ratings described below or the rating(s) assigned to Notes already issued. Whether or not a rating in relation to any Tranche of Notes will be treated as having
been issued by a credit rating agency established in the EEA and registered under Regulation (EU) No. 1060/2009, as amended (the “CRA Regulation™) will be
disclosed in the relevant Final Terms.

In general, European regulated investors are restricted under the CRA Regulation from using a rating for regulatory purposes if such rating is not issued
by a credit rating agency established in the EEA and registered under the CRA Regulation unless (1) the rating is provided by a credit rating agency operating in the
EEA before 7 June 2010 which has submitted an application for registration in accordance with the CRA Regulation and such registration has not been refused, or (2)
the rating is provided by a credit rating agency not established in the EEA or registered under the CRA Regulation but such rating is endorsed by a credit rating
agency established in the EEA and registered under the CRA Regulation or (3) the rating is provided by a credit rating agency not established in the EEA or registered
under the CRA Regulation but which is certified under the CRA Regulation.

A security rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any time
by the assigning rating agency.

Notes of each Tranche of each Series to be issued in bearer form (“Bearer Notes” comprising a “Bearer Series”) will initially be represented by interests
in a temporary Global Note or by a permanent Global Note, in either case in bearer form (a “Temporary Global Note” and a “Permanent Global Note,” respectively),
without interest coupons, which will be deposited with a common depositary on behalf of Clearstream Banking, société anonyme (“Clearstream, Luxembourg”) and
Euroclear Bank S.A./N.V. (“Euroclear”) on the relevant issue date. Interests in a Temporary Global Note will be exchangeable, in whole or in part, for interests in a
Permanent Global Note on or after the date 40 days after the later of the commencement of the offering and the relevant issue date (the “Exchange Date”), upon
certification as to non-U.S. beneficial ownership.

Notes of each Tranche of each Series to be issued in registered form (‘“Registered Notes” comprising a “Registered Series”), and which are sold in an
“offshore transaction” within the meaning of Regulation S under the U.S. Securities Act of 1933, as amended (the “Securities Act”), will initially be represented by
interests in a definitive global unrestricted Registered Note (each an “Unrestricted Global Note™), without interest coupons, which will be deposited with either (a) a
common depositary for, and registered in the name of a nominee of a common depositary for, Clearstream, Luxembourg and Euroclear on its issue date (each a
“European Unrestricted Global Note™), or (b) a custodian for, and registered in the name of a nominee of, The Depository Trust Company (“DTC”) (each a “DTC
Unrestricted Global Note”). Beneficial interests in a European Unrestricted Global Note will be shown on, and transfers thereof will be effected only through, records
maintained by Euroclear or Clearstream, Luxembourg. Until the expiration of 40 days after the later of the commencement of the offering of a Tranche of a Registered
Series and the issue date thereof, beneficial interests in a DTC Unrestricted Global Note may be held only through Euroclear or Clearstream, Luxembourg. See “Form
of Notes; Book Entry and Transfer.” Registered Notes sold to a qualified institutional buyer within the meaning of Rule 144A under the Securities Act that are also
qualified purchasers within the meaning of Section 2(a)(51) of the U.S. Investment Company Act of 1940, as amended (the “Investment Company Act”), as referred
to in, and subject to the transfer restrictions described in “Subscription and Sale” and “Transfer Restrictions,” will initially be represented by a definitive global
restricted Registered Note (each a “Restricted Global Note™) without interest coupons, which will be deposited with either (a) a common depository for, and registered
in the name of a nominee of a common depositary for, Clearstream, Luxembourg and Euroclear on its issue date (each a “European Restricted Global Note” and
together with any European Unrestricted Global Note the “European Global Notes”), or (b) a custodian for, and registered in the name of a nominee of, DTC on its
issue date (each a “DTC Restricted Global Note” and together with any DTC Unrestricted Global Note, the “DTC Global Notes”). Beneficial interests in a European
Restricted Global Note will be shown on, and transfers thereof will be effected only through, records maintained by Euroclear or Clearstream, Luxembourg.
Beneficial interests in a DTC Restricted Global Note will be shown on, and transfers thereof will be effected only through, records maintained by DTC and its
participants. See “Form of Notes, Book Entry and Transfer.” Individual Definitive Registered Notes will only be available in certain limited circumstances as
described herein.

Arranger and Dealer

BTG Pactual

The date of this Offering Memorandum is April 11, 2013
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In this Offering Memorandum, unless the context requires otherwise, references to:

tL)

“Banco BTG Pactual,” “we,” “us,” “our,” or “ourselves” are to (A) Banco Pactual S.A., a
corporation (sociedade andnima) organized under the laws of Brazil, and its consolidated
subsidiaries, when such reference is used with respect to any period prior to December 1, 2006, (B)
Banco UBS Pactual S.A., a corporation (sociedade andénima) organized under the laws of Brazil,
and its consolidated subsidiaries, when such reference is used with respect to the period from and
including December 1, 2006 through September 18, 2009 and (C) Banco BTG Pactual S.A., a
corporation (sociedade anénima) organized under the laws of Brazil, and its consolidated
subsidiaries, when such reference is used with respect to any period on or after September 19,
2009;

“BTG Alpha” are to BTG Alpha Investments LLC, a limited liability company organized under
the laws of Delaware, which was a wholly-owned indirect subsidiary of BTGI until March 31,
2010;

“BTG GP” are to BTG Pactual Management Ltd, an exempted company incorporated under the
laws of Bermuda and the holder of one Class C voting common share of the share capital of BTG
Pactual Participations, which (A) has no economic rights and (B) is currently held indirectly by
André Santos Esteves and the Top Seven Partners, pursuant to which Mr. Esteves indirectly
controls BTG Pactual Participations;

“BTGI” are to BTG Investments L.P., an exempted limited partnership established under the laws
of Bermuda, and its consolidated subsidiaries;

“BTG Pactual Group” are to Banco BTG Pactual, BTGI, BTG Pactual Participations and their
respective subsidiaries, collectively, except when these references relate to financial information
included elsewhere in this Offering Memorandum, in which case such references are to Banco
BTG Pactual and BTGI and their respective subsidiaries, collectively, excluding BTG Pactual
Participations;

“BTG Pactual Holding” are to BTG Pactual Holding S.A., a corporation (sociedade
andnima), organized under the laws of Brazil, which (A) directly owns a majority of our common
shares issued and outstanding and directly owns all of our capital stock that is part of our
Partnership Equity, (B) is owned by the Partners and (C) is controlled by André Santos Esteves,
our controlling shareholder;

“BTG Pactual Participations” are to BTG Pactual Participations Ltd, a limited liability exempted
company incorporated under the laws of Bermuda, which (A) is the general partner of BTGI and
(B) is the indirect holding company of the partnership interests of BTGI indirectly purchased by
unit holders in the initial public offering of the BTG Pactual Group in April 2012;

“Issuer” are to Banco BTG Pactual S.A. without its consolidated subsidiaries, acting through its
principal office in Brazil or through its Cayman Islands Branch;

“members of the Consortium” are to the consortium of international investors who invested in our
equity in December 2010 and include Pacific Mezz Investco S.A.R.L (Pacific Mezz), an affiliate
of Government of Singapore Investment Corporation Pte Ltd, China Investment Corporation (CIC)
(through Beryl County LLP), Ontario Teachers’ Pension Plan Board (OTPP) (directly and through
Classroom Investments Inc.), Abu Dhabi Investment Council (ADIC) (through Hanover
Investments (Luxembourg) S.A.), J.C. Flowers & Co. LLC (through Europa Lux III S.a.r.1.), RIT
Capital Partners plc, Marais LLC, the Santo Domingo Group of Colombia (through Sierra Nevada
Investments LLC), EXOR S.A., the investment company controlled by the Agnelli family of Italy,
and Inversiones Bahia (through Rendefeld, S.A.), the holding company of the Motta family of
Panama, as well as equity securities in BTG Pactual Participations and BTGI, which, after giving
effect to the sale by certain members of the Consortium in (and following) the BTG Pactual
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Group’s initial public offering, collectively own approximately 9.40% of our outstanding
economic interests as of the date of this Offering Memorandum;

“Merchant Banking Partnership” are to BTG MB Investments L.P., an exempted limited
partnership established under the laws of Bermuda, which is (A) owned by the Partners and (B)
directly owns BTG Alpha;

“Participating Partners” are to the Partners that purchased our common and preferred shares, BTGI
Class D partnership interests and Class D shares of BTG Pactual Participations at the same time,
on the same terms and as part of the same transaction, as the members of the Consortium, which
as of the date of this Offering Memorandum, collectively represents approximately 2.31% of our
outstanding economic interests;

“Partners” are to the individuals who, collectively (together with their family members, trusts or
other entities established for their benefit or the benefit of their family members) directly or
indirectly currently hold our common and preferred shares as well as equity securities in BTG
Pactual Participations and BTGI, which as of the date of this Offering Memorandum, collectively
represents approximately 75.21% of the outstanding economic interests in the BTG Pactual Group
(which includes approximately 2.31% of outstanding economic interests in the BTG Pactual
Group that was purchased by the Participating Partners at the same time and on the same terms as
the members of the Consortium as well as the units purchased by BTG Pactual Holding in the
initial public offering of the BTG Pactual Group but excludes the ownership interests of the
former partners of Celfin and Bolsa y Renta), together with any individuals that in the future,
directly or indirectly, hold equity interests in the BTG Pactual Group, and who are employees (or
act in a similar capacity) of one or more entities within the BTG Pactual Group;

“Senior Management Team” are the following individuals: André Santos Esteves, Marcelo Kalim,
Roberto Balls Sallouti, Persio Arida, John Huw Gwili Jenkins, Antonio Carlos Canto Porto Filho,
Rogério Pessoa Cavalcanti de Albuquerque, Jonathan David Bisgaier, Emmanuel Rose Hermann,
Eduardo Henrique de Mello Motta Loyo, James Marcos de Oliveira, Guilherme da Costa Paes,
Renato Monteiro dos Santos, André Fernandes, Jodo Marcello Dantas Leite, Carlos Daniel Rizzo
da Fonseca, José Octavio Mendes Vita and José Zitelmann;

“Top Seven Partners” are to the Partners (other than André Santos Esteves) that have the seven
largest equity stakes in Banco BTG Pactual and BTGI. As of the date of this Offering
Memorandum, the Top Seven Partners are Marcelo Kalim, Roberto Balls Sallouti, Persio Arida,
Antonio Carlos Canto Porto Filho, Emmanuel Rose Hermann, James Marcos de Oliveira and
Renato Monteiro dos Santos; and

“units” are to (i) global depositary units listed on the BM&FBOVESPA representing (A) one
common share and two preferred shares of our capital stock and (B) one voting share and two non-
voting shares of BTG Pactual Participations in the form of Brazilian depositary receipts and (ii)
global depositary units listed on Alternext Amsterdam representing (A) one voting share and two
non-voting shares of BTG Pactual Participations and (B) one common share and two preferred
shares of our capital stock in the form of global depositary shares.

This Offering Memorandum constitutes a “prospectus” for the purposes of the admission to listing

on the Official List of the Luxembourg Stock Exchange and to trading of the Notes on the Euro MTF
Market in accordance with the rules and regulations of the Luxembourg Stock Exchange (the “Rules”) and,
in particular, pursuant to the Rules applicable to the admission to trading of debt securities subscribed by a
limited number of investors who are particularly knowledgeable in investment matters. The Euro MTF
Market is not a “regulated market” in the sense of Article 36 of Directive 2004/39/EC of the European
Parliament and of the Council of April 21, 2004 on markets in financial instruments. This Offering
Memorandum therefore does not comprise a base prospectus for the purposes of Article 5.4 of Directive
2003/71/EC (the “Prospectus Directive”).



This Offering Memorandum has been prepared on the basis that all offers of the Notes will be
made pursuant to an exemption under the Prospectus Directive, in member states of the European
Economic Area (the “EEA”) which have implemented the Prospectus Directive (each a “Relevant Member
State”), from the requirement to produce a prospectus (for the purposes of Article 5.4 of the Prospectus
Directive) for offers of the Notes. Any person making or intending to make any offer in a Relevant Member
State or elsewhere of the Notes should only do so in circumstances in which no obligation arises for the
Issuer or the Dealers to produce such a prospectus for such offer. Neither the Issuer nor the Dealers have
authorized, nor do they authorize, the making of any offer of the Notes through any financial intermediary,
other than offers made by the Dealers which constitute the final placement of the Notes contemplated in
this Offering Memorandum. The expression ‘“Prospectus Directive” means Directive 2003/71/EC (and
amendments thereto, including the 2010 PD Amending Directive, to the extent implemented in the
Relevant Member State) and includes any relevant implementing measures in the Relevant Member State
and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.

You should rely only on the information contained in this Offering Memorandum. The
Issuer accepts responsibility for the information contained in this Offering Memorandum and
confirms that, to the best of its knowledge and belief (having taken all reasonable care to ensure that
such is the case), the information contained in this Offering Memorandum is in accordance with the
facts and contains no omission likely to affect its import. Having made all reasonable inquiries, the
Issuer confirms that (i) this Offering Memorandum contains all information with respect to the
Issuer and its subsidiaries taken as a whole, the Programme and the Notes to be issued thereunder
which is material in the context of the issue and offering of the Notes, (ii) such information contained
in this Offering Memorandum is true and accurate in all material respects and is not misleading, (iii)
the opinions and intentions expressed in this Offering Memorandum are honestly held and have been
reached after considering all relevant circumstances and are based on reasonable assumptions, and
(iv) there are no other facts the omission of which would, in the context of the offering and issue of
the Notes hereunder, make any statement in this Offering Memorandum as a whole misleading in
any material respect. The Issuer accepts responsibility accordingly.

Neither this Offering Memorandum nor any other information supplied in connection with the
Programme or any Notes (i) is intended to provide the basis of any credit or other evaluation or (ii) should
be considered as a recommendation by the Issuer or any of the Dealers that any recipient of this Offering
Memorandum or any other information supplied in connection with the Programme or any Notes should
subscribe for or purchase any Notes. Each investor contemplating subscribing for or purchasing any Notes
should make its own independent investigation of the financial condition and affairs, and its own appraisal
of the creditworthiness, of the Issuer. This Offering Memorandum does not constitute an offer of, or an
invitation by or on behalf of the Issuer, any of the Dealers or the Trustee (as defined herein) to subscribe or
purchase, any of the Notes. The distribution of this Offering Memorandum and the offering of the Notes in
certain jurisdictions may be restricted by law. Persons into whose possession this Offering Memorandum
comes are required by the Issuer, the Dealers and the Trustee to inform themselves about and to observe
any such restrictions. The Issuer and the Dealers do not represent that this Offering Memorandum may be
lawfully distributed, or that any Notes may be lawfully offered, in compliance with any applicable
registration or other requirements in any such jurisdiction, or pursuant to an exemption available thereunder,
or assume any responsibility for facilitating any such distribution or offering. In particular, no action has
been taken by the Issuer or the Dealers which is intended to permit a public offering of any Notes or
distribution of this Offering Memorandum in any jurisdiction where action for that purpose is required.
Accordingly, no Notes may be offered or sold, directly or indirectly, and neither this Offering
Memorandum nor any advertisement or other offering material may be distributed or published in any
jurisdiction, except under circumstances that will result in compliance with any applicable laws and
regulations. For a description of certain further restrictions on offers and sales of Notes and distribution of
this Offering Memorandum, see “Subscription and Sale.”

The Trustee has not independently verified the information contained herein. Accordingly, The
Trustee accepts no liability in relation to the information contained or incorporated by reference in this
Offering Memorandum or any other information provided by the Issuer in connection with the Programme.
In addition, no representation, warranty or undertaking, express or implied, is made by the Dealer or the



Trustee as to the accuracy or completeness of the information contained or incorporated in this Offering
Memorandum or any other information provided by the Issuer in connection with the Programme, and
nothing contained herein is or shall be relied upon as a promise or representation by the Dealer or the
Trustee, whether as to the past or to the future.

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S.
SECURITIES AND EXCHANGE COMMISSION, ANY STATE SECURITIES COMMISSION IN
THE UNITED STATES OR ANY OTHER U.S. REGULATORY AUTHORITY, NOR HAVE ANY
OF THE FOREGOING AUTHORITIES PASSED UPON THE ACCURACY OR THE
ADEQUACY OF THIS OFFERING MEMORANDUM. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED STATES.

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE
SECURITIES ACT, OR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY
STATE OR OTHER JURISDICTION OF THE UNITED STATES, AND THE NOTES MAY
INCLUDE BEARER NOTES THAT ARE SUBJECT TO U.S. TAX LAW REQUIREMENTS.
SUBJECT TO CERTAIN EXCEPTIONS, THE NOTES MAY NOT BE OFFERED OR SOLD OR,
IN THE CASE OF BEARER NOTES, DELIVERED WITHIN THE UNITED STATES OR TO, OR
FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN REGULATION S
UNDER THE SECURITIES ACT, OR REGULATION S). THIS OFFERING MEMORANDUM
HAS BEEN PREPARED BY THE ISSUER FOR USE IN CONNECTION WITH THE OFFER AND
SALE OF THE NOTES OUTSIDE THE UNITED STATES TO NON-U.S. PERSONS IN
RELIANCE ON REGULATION S AND WITHIN THE UNITED STATES IN RELIANCE ON
RULE 144A UNDER THE SECURITIES ACT, OR RULE 144A, TO PERSONS WHO ARE
“QUALIFIED INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A), OR QIBS, THAT
ARE ALSO “QUALIFIED PURCHASERS” (AS DEFINED IN SECTION 2(A)(51) OF THE
INVESTMENT COMPANY ACT), OR QPS, AND FOR LISTING OF THE NOTES ON THE
OFFICIAL LIST OF THE LUXEMBOURG STOCK EXCHANGE (FOR TRADING ON THE
EURO MTF MARKET OF THE LUXEMBOURG STOCK EXCHANGE). PROSPECTIVE
PURCHASERS ARE HEREBY NOTIFIED THAT SELLERS OF THE NOTES MAY BE
RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF THE
SECURITIES ACT PROVIDED BY RULE 144A AND THE EXEMPTION FROM THE
PROVISIONS OF THE INVESTMENT COMPANY ACT PROVIDED BY SECTION 3(c)(7) OF
THE INVESTMENT COMPANY ACT, OR 3(c)(7). FOR A DESCRIPTION OF THESE AND
CERTAIN FURTHER RESTRICTIONS ON OFFERS AND SALES OF THE NOTES AND
DISTRIBUTION OF THIS OFFERING MEMORANDUM, SEE “SUBSCRIPTION AND SALE”
AND “TRANSFER RESTRICTIONS.”

THE NOTES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED WITH THE
BRAZILIAN SECURITIES COMMISSION (COMISSAO DE VALORES MOBILIARIOS), OR CVM.
ANY PUBLIC OFFERING OR DISTRIBUTION, AS DEFINED UNDER BRAZILIAN LAWS AND
REGULATIONS, OF THE NOTES IN BRAZIL IS NOT LEGAL WITHOUT PRIOR
REGISTRATION UNDER LAW NO. 6,385/76, AS AMENDED, AND INSTRUCTION NO. 400,
ISSUED BY THE CVM ON DECEMBER 29, 2003, AS AMENDED. DOCUMENTS RELATING
TO THE OFFERING OF THE NOTES, AS WELL AS INFORMATION CONTAINED THEREIN,
MAY NOT BE SUPPLIED TO THE PUBLIC IN BRAZIL (AS THE OFFERING OF THE NOTES
IS NOT A PUBLIC OFFERING OF SECURITIES IN BRAZIL), NOR BE USED IN
CONNECTION WITH ANY OFFER FOR SUBSCRIPTION OR SALE OF THE NOTES TO THE
PUBLIC IN BRAZIL. THE DEALERS HAVE AGREED NOT TO OFFER OR SELL THE NOTES
IN BRAZIL, EXCEPT IN CIRCUMSTANCES WHICH DO NOT CONSTITUTE A PUBLIC
OFFERING OR DISTRIBUTION OF SECURITIES UNDER APPLICABLE BRAZILIAN LAWS
AND REGULATIONS.



NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION
FOR A LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE
REVISED STATUTE, OR RSA, WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT
THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE
STATE OF NEW HAMPSHIRE IMPLIES THAT ANY DOCUMENT FILED UNDER RSA 421-B
IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT
THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE OF THE STATE OF
NEW HAMPSHIRE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS
OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR
TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER ORCLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

This Offering Memorandum is only being distributed to and is only directed at (i) persons who are
outside the United Kingdom or (ii) investment professionals falling within Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (iii) persons falling
within Article 49(2)(a) to (d) of the Order or (iv) persons to whom this Offering Memorandum may
otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”).
The Notes are only offered to, and no invitation, offer or agreement to subscribe, purchase or otherwise
acquire the Notes may be proposed or made other than with relevant persons. Any person who is not a
relevant person should not act or rely on this offering memorandum or any of its contents. For a description
of certain restrictions on offers and sales of Notes and the distribution of this offering memorandum in the
United Kingdom, see “Subscription and Sale.”

This offering memorandum is not a prospectus which has been approved by the Financial Services
Authority or any other United Kingdom regulatory authority for the purposes of Section 85 of the Financial
Services and Markets Act 2000, or the FSMA.

References herein to “US$,” “U.S.$,” “U.S. dollars” or “dollars” are to United States dollars,
references to “Brazilian real,” “Brazilian reais,” “real,” “reais” or “R$” are to Brazilian reais, the official
currency of Brazil since July 1, 1994, references to “Euro” and “€” are to the lawful currency of the
member states of the European Union that adopt the single currency in accordance with the EC Treaty,
references to “Yen” are to the Japanese Yen, the official currency of Japan, references to “CI$” are to
Cayman Island dollars, the official currency of the Cayman Islands and references to “£,” “Pounds” and
“Sterling” are to Pounds Sterling.

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as
Stabilizing Manager(s) (the “Stabilizing Manager(s)”) (or persons acting on behalf of any Stabilizing
Manager(s)) may over-allot Notes or effect transactions with a view to supporting the market price of the
Notes at a level higher than that which might otherwise prevail. However, there is no assurance that the
Stabilizing Manager(s) (or persons acting on behalf of the Stabilizing Manager(s)) will undertake
stabilization action. Any stabilization action may begin on or after the date on which adequate public
disclosure of the terms of the offer of the relevant Tranche of Notes is made and, if begun, may be ended at
any time, but it must end no later than the earlier of 30 days after the issue date of the relevant Tranche of
Notes and 60 days after the date of the allotment of the relevant Tranche of Notes.

For the purposes of the Luxembourg Stock Exchange (Euro MTF market), this Offering
Memorandum shall constitute a Base Prospectus under the Luxembourg Law dated July 10, 2005 on
Prospectuses for Securities, as amended. References herein to Offering Memorandum shall be construed as
references to “Base Prospectus” and references to Final Terms shall be construed as references to “Pricing
Supplement.” This Offering Memorandum may only be used for the purpose for which it has been
published.



MARKET INFORMATION

The information (including statistical information) contained in this Offering Memorandum
relating to Brazil and the Brazilian economy is based on information published by the Central Bank of
Brazil (Banco Central do Brasil), or the Central Bank, other public entities and independent sources,
including the National Association of Capital Markets Participants (Associagdo Brasileira das Entidades
dos Mercados Financeiro e de Capitais), or ANBIMA, the Brazilian Federation of Banks (Federagdo
Brasileira de Bancos), or FEBRABAN, the Brazilian Geography and Statistics Institute (Instituto
Brasileiro de Geografia e Estatistica), or IBGE, the Getilio Vargas Foundation (Fundagcdo Getiilio
Vargas), or FGV, the Brazilian Association of Leasing Companies (Associagcdo Brasileira de Empresas de
Leasing), or ABEL, the National Economic and Social Development Bank (Banco Nacional de
Desenvolvimento Econémico e Social—BNDES), or BNDES, the National Monetary Council (Conselho
Monetdrio Nacional), or CMN, and the Superintendency of Private Insurance (Superintendéncia de
Seguros Privados), or SUSEP, and the Sao Paulo Stock Exchange (BM&FBOVESPA S.A. — Bolsa de
Valores, Mercadorias e Futuros), or BM&FBOVESPA, among others. The information contained in this
Offering Memorandum relating to markets in which we operate other than Brazil is based on Thomson
Financial and Institutional Investor. Although we do not have any reason to believe any of this information
is inaccurate in any material respect, we have not independently verified any such information, and neither
us nor any of the Dealers or placement agents makes any representation as to the accuracy of such data.



ENFORCEABILITY OF JUDGMENTS IN BRAZIL
Brazil

We are a corporation (sociedade anonima) incorporated under the laws of Brazil and most of our
board members and executive officers as well as most of their assets and those of such other persons, are
located outside the United States and the United Kingdom. As a result, it may not be possible for you to
effect service of process upon us or such other persons within the United States or the United Kingdom
other jurisdictions outside Brazil. Because judgments of U.S. and English courts for civil liabilities based
upon U.S. federal securities laws or English law (as the case may be) may only be enforced in Brazil if
certain conditions are met, you may face greater difficulties in protecting your interests in the case of
actions against us, our board of directors or executive officers (as the case may be) than would investors in
a U.S. corporation or English company. In addition, awards of punitive damages in actions brought in the
United States or elsewhere may be unenforceable in Brazil.

We have been advised by Machado, Meyer, Sendacz e Opice Advogados, our Brazilian counsel,
that final substantiated (i.e., if the grounds for the judgment are contained in the decision), certain (i.e., the
obligation to be accomplished in Brazil as ordered by the foreign judgment is clearly defined) and
conclusive judgments for the payment of money rendered by any English court or any New York state or
federal court sitting in New York City in respect of the Notes may be, subject to the requirements described
below, enforced in Brazil. A judgment against us or the persons described above obtained outside Brazil
would be enforceable in Brazil without reconsideration of the merits, upon confirmation of that judgment
by the Brazilian Superior Court of Justice (Superior Tribunal de Justica), or STJ. Such confirmation would
occur if the foreign judgment:

e complies with all formalities required for its enforceability under the laws of the jurisdiction
where the foreign judgment is granted;

e is issued by a competent court after due service of process on the parties or sufficient
evidence of the parties’ absence has been given as required under applicable law, provided
that such service must comply with Brazilian law;

e s final and not subject to appeal;

e is authenticated by a Brazilian consular office with jurisdiction over the location where the
foreign judgment is issued and is accompanied by a sworn translation into Portuguese; and

e isnot contrary to Brazilian national sovereignty, public policy or public morality.

There can be no certainty that the confirmation will be obtained, that the process described above
will be conducted in a timely manner or that Brazilian courts will enforce a monetary judgment for
violation of the United States or English securities laws with respect to the Notes offered by this Offering
Memorandum.

Brazilian counsel have further advised us that original actions predicated on the securities laws of
countries other than Brazil may be brought in Brazilian courts and that, subject to applicable law, Brazilian
courts may enforce civil liabilities in such actions against us, our directors, executive officers and advisors
named in this Offering Memorandum.

A plaintiff (whether or not Brazilian) residing outside Brazil during the course of litigation in
Brazil must provide a bond to guarantee court costs and legal fees if the plaintiff owns no real property in
Brazil that could secure such payment. The bond must have a value sufficient to satisfy the payment of
court fees and defendant’s attorney fees, as determined by a Brazilian judge. This requirement may not
apply to counterclaims enforcement, extrajudicial enforcement instruments or the enforcement of foreign
judgments that have been duly confirmed by the STJ.



Investors may also have difficulties enforcing original actions brought in courts in jurisdictions
outside the United States for liabilities under the U.S. securities laws.

Cayman Islands

We are duly licensed and qualified to do business as a branch of a foreign bank according to the
laws of the Cayman Islands. The Cayman Islands has a less-developed body of securities laws as compared
to the United States and provides protection for investors to a significantly less extent.

We have been advised by Ogier, our Cayman Islands counsel, that although there is no statutory
enforcement in the Cayman Islands of judgments obtained in the State of New York, or Brazil, a judgment
obtained in such jurisdictions will be recognized and enforced in the courts of the Cayman Islands at
common law, without any reexamination on the merits of the underlying dispute, by any action commenced
on the foreign judgment debt in the Grand Court of the Cayman Islands, provided such judgment (i) is
given by a foreign court of competent jurisdiction; (ii) imposes on the judgment debtor a liability to pay a
liquidated sum for which judgment has been given; (iii) is final; (iv) is not in respect of taxes, a fine or a
penalty; and (v) was not obtained in a manner and is not of a kind the enforcement of which is contrary to
natural justice or public policy of the Cayman Islands.



FORWARD-LOOKING STATEMENTS

This Offering Memorandum contains estimates and forward-looking statements within the
meaning of Section 27A of the Securities Act and Section 21E of the U.S. Securities Exchange Act of 1934,
as amended, or the Exchange Act. These statements appear throughout this Offering Memorandum,
principally in “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” and “Business.”

These estimates and forward-looking statements are mainly based on our current expectations and
estimates of future events and trends that affect or may affect our business, financial condition, results of
operations, cash flow, liquidity, prospects and the trading price of the Notes. Although we believe that
these estimates and forward-looking statements are based upon reasonable assumptions, they are subject to
many significant risks, uncertainties and assumptions and are made in light of information currently
available to us.

Our estimates and forward-looking statements may be affected by the following factors, among
others:

e the impact of the worldwide financial and economic crisis on Brazil and on the other markets
in which we operate;

e general economic, political and business conditions both in Brazil and abroad;

e fluctuations in inflation, interest rates and exchange rates in Brazil and the other markets in
which we operate;

e our ability to execute our business and expansion strategies and investment policies;

e potential growth opportunities available to our business, including through acquisitions of
businesses (such as our recent acquisitions of Celfin Capital S.A., or Celfin, and Bolsa y
Renta S.A., or Bolsa y Renta) that we believe are complementary to our existing activities,
and our ability to realize the expected benefits resulting from such acquisitions;

e the ability of the management team of Banco PanAmericano S.A., or Banco PanAmericano,
to successfully execute strategies that will allow it to consistently generate profits, including
its ability to realize the expected benefits of its recent acquisition of a substantial portion of
the businesses conducted by Brazilian Finance & Real Estate S.A., or BFRE;

e credit and other risks of lending, such as increases in defaults by borrowers;

e our ability to obtain financing on reasonable terms and conditions;

e our ability to remain competitive in our industry;

e the impact of future legislation and regulation on our business, including with respect to the
capital requirements applicable to us and certain of our subsidiaries;

e our level of capitalization;
e governmental intervention resulting in changes to the economy, applicable taxes or tariffs or
the regulatory environment in Brazil and the other markets in which we operate, including

with respect to the regulation of financial institutions;

e the recruitment, compensation and retention of key personnel;



e force majeure events that affect Brazil and the other markets in which we operate; and

e  other risk factors discussed in this Offering Memorandum under the caption “Risk Factors.”

9 <, 9 < 9 < ELINT3

The words “believe,” “understand,” “will,” “can,” “may,” “estimate,” “continue,” “anticipate,”
“intend,” “expect,” “seek,” “should” and “could,” among other similar words, are intended to identify
forward-looking statements. Forward-looking statements speak only as of the date they were made, and we
do not undertake the obligation to update publicly or to revise any forward-looking statements after we
distribute this Offering Memorandum as a result of new information, future events or other factors. In light
of the risks and uncertainties described above, the forward-looking events and circumstances discussed in
this Offering Memorandum might not occur and our future results may differ materially from those
expressed in or suggested by these forward-looking statements. Forward-looking statements involve risks
and uncertainties and are not a guaranty of future results. As a result you should not make any investment
decision on the basis of the forward-looking statements contained herein.

ELINT3
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION
Applicable Accounting Standards and Currency of Financial Statements

We maintain our books and records in reais, the official currency of Brazil, and prepare our
financial statements for regulatory purposes in accordance with the accounting practices adopted in Brazil
applicable to institutions accredited by the Central Bank, or Brazilian GAAP, which are based on:

e Brazilian Law No. 6,404/76, as amended by Law No. 8,021/90, Law No. 9,457/97, Law No.
10,303/01, Law No. 11,638/07 and Law No. 11,941/09, or Brazilian Corporations Law; and

e the accounting standards established by the Standard Chart of Accounts for Financial
Institutions (Plano Contdbil das Instituicdes do Sistema Financeiro Nacional), or COSIF,
Central Bank and the CMN.

We prepare our financial statements in accordance with Brazilian GAAP. Law No. 11,638/07 and
Law No. 11,941/09 amended Brazilian Corporations Law and introduced the process of conversion of
financial statements into International Financial Reporting Standards, or IFRS. However, the Central Bank
did not fully adopt, as part of the accounting practices applicable to financial institutions, the provisions of
Law No. 11,638. Instead, pursuant to Central Bank Communication No. 14,259, financial institutions that
meet certain criteria are required to prepare supplemental consolidated financial statements which follow
certain of the IFRS standards as originally issued by the International Accounting Standards Board, or
IASB, as from December 31, 2010. However, as a result of our registration as a public company with the
CVM, we were required to prepare consolidated financial statements for the years ended December 31,
2010 and 2011 in accordance with IFRS for the purpose of filing our offering documents with the CVM.
Unless the context requires otherwise, any reference to our financial statements as of and for the years
ended December 31, 2010, 2011 and 2012 in this Offering Memorandum are to those consolidated financial
statements of Banco BTG Pactual prepared in accordance with the accounting practices applicable to
institutions accredited by the Central Bank (Brazilian GAAP). No financial statements prepared in
accordance with IFRS for any period are being included in this Offering Memorandum. See “Annex A:
Differences Between Brazilian GAAP and IFRS.”

Financial Statements
Auditors

Our audited consolidated financial statements as of and for the years ended December 31, 2010,
2011 and 2012 included elsewhere in this Offering Memorandum were prepared in accordance with the
accounting practices adopted in Brazil applicable to institutions accredited by the Central Bank and have
been audited, in accordance with Brazilian and international auditing standards, by Ernst & Young Terco
Auditores Independentes S.S., or Ernst & Young, independent auditors as stated in their reports appearing
herein.

Selected Balance Sheets and Income Statements

Our balance sheet and income statement as of and for the years ended December 31, 2010, 2011
and 2012 are derived from and should be read in conjunction with our audited consolidated financial
statements as of and for the years ended December 31, 2010, 2011 and 2012.

Emphasis Paragraphs Included in the Auditors’ Reports

The auditors’ reports to the financial statements included elsewhere in this Offering Memorandum
include emphasis paragraphs related to the matters described below.

Banco PanAmericano S.A., or Banco PanAmericano, which we jointly control with CaixaPar
Participacdes S.A., or CaixaPar, was, as of December 31, 2011, not in compliance with the regulatory
operating limits required by the Central Bank. During 2011, Grupo Silvio Santos, a shareholder of Banco
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PanAmericano at the time, contributed R$1.3 billion in funds to Banco PanAmericano, and a shareholder’s
deposit was also made in the amount of R$620.0 million for asset recovery purposes. In addition, in
January 2012, Banco PanAmericano’s shareholders approved a capital increase in an amount of up to
R$1.8 billion, of which R$972.0 million was subscribed for and fully paid as of January 31, 2012. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Recent
Acquisitions, Divestitures and Corporate Restructurings Affecting Our Results of Operations—Acquisition
of Banco PanAmericano Co-Controlling Interest and BFRE.”

In addition, Banco PanAmericano had income and social contribution tax credits amounting to
R$3,014.0 million as of December 31, 2012 and R$2,575.0 million as of December 31, 2011, as indicated
in the report from our auditors to our audited consolidated financial statements as of and for the year ended
December 31, 2011 and 2012. The credits were recognized substantially on the basis of financial
projections and a business plan reviewed and approved by the board of directors of Banco PanAmericano.
These projections and plan include studies on current and future economic scenarios and include several
assumptions. The realization of these tax credits depends on the materialization of these projections and
business plan.

As described in Note 2 to our audited consolidated financial statements as of and for the year
ended December 31, 2011, we were fully merged with (i) BTG Participacdes II S.A., or BTG Participagdes
and (ii) Copacabana Prince Participacdes S.A. Pursuant to the rules established by the Central Bank., our
auditors have examined the procedures adopted in these mergers and have determined that, in their opinion,
such procedures complied with applicable regulatory standards.

As described in Note 1 to our audited consolidated financial statements as of and for the year
ended December 31, 2010, we were fully merged with BTG Pactual Investimentos S.A. Pursuant to the
rules established by the Central Bank, our auditors have examined the procedures adopted in these mergers,
which, in their opinion, complied with applicable regulatory standards.

Reclassification of Prior Period Statements

We have evaluated the presentation of the results from energy trading contracts generated by our
subsidiary Coomex and have decided to (i) change the accounting policy for classification of such results in
our income statements and financial statements as of and for the year ended December 31, 2012 and (ii)
reclassify retrospectively these results in the comparative income statements and financial statements as of
and for the years ended December 31, 2010 and 2011. The reclassification aims to provide a more
meaningful presentation of our results from energy derivatives by combining into a single line item in our
income statements our energy derivatives results from Coomex with our other energy derivative results.
Our audited consolidated financial statements as of and for the years ended December 31, 2010 and 2011
included elsewhere in this Offering Memorandum have been reissued with the specific purpose of
reflecting this change in accounting policy. Both our previous classification of the results from energy
trading contracts generated by Coomex and our adjusted classification are in accordance with Brazilian
GAAP.

Functional Currency

Our financial statements and the selected financial information based on our financial statements,
as well as the accounting information that generated accounting records for preparing such financial
statements were prepared in Brazilian reais.

Our Unaudited Adjusted Income Statement

The presentation of our audited income statement is based upon Brazilian GAAP and the
standardized framework established by the Central Bank, which our management believes is better suited
for the financial disclosure of commercial banks rather than investment banks like us. Our management
believes that the additional presentation of an adjusted income statement provides information which is
more consistent with the manner in which our publicly traded global investment banking competitors
present financial information to the market.
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Our unaudited adjusted income statement includes a revenues breakdown by business unit net of
funding costs and financial expenses allocated to such unit, and a reclassification of certain other expenses
and costs for the years ended December 31, 2010, 2011 and 2012 and a discussion of such adjusted income
statement. Our adjusted income statement is derived from the same accounting information that generated
accounting records used for preparing our income statement in accordance with Brazilian GAAP for the
years ended December 31, 2010, 2011 and 2012. The classification of the line items in our adjusted income
statement, however, is unaudited and materially differs from the classification of the corresponding line
items in our income statement, as further described below.

Below is a summary of certain material differences between our adjusted income statement and
our income statement (which is derived from our financial statements):

Revenues

Expenses

Revenues from our
principal
investments

Adjusted Income Statement

Income Statement

Our revenues are denominated in
reais, our functional currency and the
reporting currency used in our
financial statements. We present our
revenues segregated by business unit,
which is the functional view used by
our management to monitor our
performance. To  produce our
adjusted income statement, each
transaction is allocated to a business
unit, and the associated revenue, net
of transaction and funding costs
(when applicable), is reported as
generated by such business unit.

Our revenues included in our
adjusted income statement are
presented net of certain expenses,
such as trading losses, as well as
transaction costs and funding costs
which can be directly associated to
such revenues. We also deduct from
our revenues included in our adjusted
income statement the cost of funding
of our net equity, which is separately
reported as a revenue under “interest
and other.” General and
administrative expenses that are
typically incurred to support our
operations are presented separately in
our adjusted income statement.

Revenues are presented net of
funding costs, including the cost of
funding our net equity, and of trading
losses, including losses from
derivatives and from foreign
exchange variations. Revenues are
also reduced by associated
transaction costs, and by management
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Our revenues are denominated in reais,
our functional currency and the reporting
currency used in our financial statements.
Our revenues are presented in accordance
with Brazilian GAAP, which follows the
standards established by COSIF. COSIF
determines a segregation of revenues that
generally follows the contractual nature of
the transactions and is in line with the
classification of the assets and liabilities,
from which such revenues are derived,
reported in our balance sheet. Revenues
are presented without deduction of
corresponding financial or transaction
costs.

We present the break-down of our
expenses in accordance with standards
established by COSIF. Pursuant to COSIF,
financial expenses, such as the costs
incurred to fund our positions, and trading
losses, such as the net losses incurred in
connection with derivative transactions,
are presented as separate line items and
are not deducted from the financial
revenues with which they are associated.
Transactions costs, such as brokerage fees,
are usually capitalized as part of the
acquisition cost of assets and liabilities in
our inventory. General and administrative
expenses typically incurred to support our
operations are presented separately in our
income statement.

Revenues from principal investments are
included in different revenue line items of
our income  statement, including
securities, derivative financial income and
equity in the earnings of associates and
jointly controlled entities. Losses from
principal investments, including trading
losses and derivative expenses, are



Revenues from our
sales and trading
unit

Revenues from our
corporate lending
unit

Revenues from our
PanAmericano unit

Salaries and
benefits

Bonus

Retention expenses

Administrative and
others

Goodwill
amortization

Tax charges, other

Adjusted Income Statement

Income Statement

and performance fees paid to asset
managers and other fund service
providers, including our own asset
management unit.

Revenues are presented net of
funding costs, including the cost of
funding our net equity, and of trading
losses, including losses from
derivatives and from foreign
exchange variations. Revenues are
also deducted from transaction costs.

Revenues are presented net of
funding costs, including the cost of
funding our net equity.

Revenues consist of our proportional
share of the profits of Banco
PanAmericano, and are presented net
of funding costs, including the cost of
funding our net equity.

Salaries and benefits include mainly

compensation expenses and
corresponding social security
contributions.

Bonus expenses include our cash
profit-sharing plan expenses,
calculated as a percentage of our net
revenues.

Retention expenses include the pro
rata accrual of employee retention
program expense.

Administrative and Others are
expenses such as consulting fees,
offices, IT, travel, and expenses for
presentations and conferences as well
as other general expenses.

Goodwill amortization of investments
in operating subsidiaries other than

private equity investments.

Tax charges are mostly comprised of
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presented as financial expenses in separate
line items.

Revenues from sales and trading are
included in numerous revenue line items

of our income statement, including
securities, derivative financial income,
foreign exchange and  mandatory
investments. Losses from sales and
trading, including trading  losses,
derivative expenses and funding and
borrowings costs are presented as

financial expenses in separate line items.

Revenues from corporate lending are
included in certain revenue line items of
our income statement, including credit
operations, securities and derivative
financial income. Losses from corporate
lending, including derivative expenses, are
presented as financial expenses in separate
line items.

The results from our proportional share of
Banco PanAmericano are recorded as
equity in the earnings of associates and
jointly controlled entities .

Generally recorded as personnel expenses.

Generally recorded as
statutory profit-sharing.

employees’

Generally recorded as personnel expenses.

Generally recorded as other administrative
expenses, tax charges and other operating
expenses.

Generally recorded as other operating
expenses.

Generally recorded as tax charges other



Adjusted Income Statement Income Statement

than income tax taxes applicable to our revenues than income taxes.
which, by their nature, are not
considered by us as transaction costs,
including PIS, COFINS and ISS.

Income tax and Income tax and other taxes applicable Generally recorded as income tax and
social contribution  to net profits. social contribution.

The differences discussed above are not exhaustive and should not be construed as a reconciliation
of our adjusted income statement to our income statement as derived from our financial statements. The
business units presented in our adjusted income statement should not be presumed to be operating segments
under IFRS because our management does not rely on such information for decision-making purposes.
Accordingly, our adjusted income statement contains data about our business, operating and financial
results that are not directly comparable to our income statement or our financial statements and should not
be considered in isolation or as an alternative to such income statement or financial statements. In addition,
although our management believes that our adjusted income statement is useful for evaluating our
performance, our adjusted income statement is not based on Brazilian GAAP, IFRS, U.S. GAAP or any
other generally recognized accounting principles.

Assets Under Management

Assets under management, or AUM, consists of clients’ assets (including our private wealth
clients) that we manage across a variety of asset classes, including fixed income, money market, multi-asset
funds and private equity funds.

Wealth Under Management

Wealth under management, or WUM, consists of private wealth clients’ assets that we manage
across a variety of asset classes, including fixed income, money market, multi-asset funds and private
equity funds, including through our asset management products. Accordingly, a portion of our WUM is
also allocated to our AUM to the extent that our wealth management clients invest in our asset management
products.

Assets Under Administration

Assets under administration, or AUA, represents all the financial properties and assets to which
we provide administration services, including proprietary, third parties and wealth management funds
and/or collective investment vehicles. These assets are not necessarily managed by our asset management
unit.

Average Balances

Unless the context requires otherwise, (i) average balances of our Brazilian government bonds
portfolio, credit portfolio, repurchase agreements, reverse repurchase agreements and CDB and CDI
funding portfolio were calculated for any full-year period, by adding the final balance at December 31 of
the previous year and the final balance at June 30 and December 31 of the year in respect of which the
average balance is being reported and dividing the sum of such balances by three and (ii) our broader credit
portfolio which is presented exclusively in the adjusted income statement, and includes loans, receivables,
advances in foreign exchange contracts, securities with credit exposures (including debentures, promissory
notes, real estate bonds, investment funds of credit receivables) and commitments (mainly letters of credit),
were calculated for any full-year period, by adding the initial balances of the period with the final balances
of each quarter in the period in respect of which the average balance is being reported and dividing the sum
of such balances by five and four, respectively.

15



Merchant Banking and Private Equity Activities

Our private equity activities are part of our asset management business unit and refer to our
management of private equity funds whose capital is sourced from third party qualified investors (including
other members of the BTG Pactual Group) as well as our own capital. When we or other members of the
BTG Pactual Group make investments in funds and investment vehicles managed by us, we refer to such
activities as merchant banking activities. Merchant banking activities are part of the principal investments
business unit.

Rounding

Certain percentages and other amounts included in this Offering Memorandum (including our
financial statements) have been rounded off to facilitate their presentation. Accordingly, figures shown as
totals in certain tables may not be an arithmetical aggregation of the figures that precede them.

Convenience Translation

Solely for the convenience of the reader, we have converted certain amounts contained in the
sections entitled “Summary,” “Capitalization,” “Selected Financial Information,” and elsewhere in this
Offering Memorandum from reais into U.S. dollars. Except as otherwise expressly indicated, the rate used
to convert such amounts was R$2.0435 to US$1.00, which was the exchange rate in effect as of December
31, 2012, as published by the Central Bank on its electronic information system, SISBACEN, using
transaction PTAX 800, option 5. The U.S. dollar equivalent information presented in this Offering
Memorandum is provided solely for the convenience of the reader and should not be construed as implying
that the amounts presented in reais represent, or could have been or could be converted into U.S. dollars at
such rates or at any other rate. The real/U.S. dollar exchange rate may fluctuate widely, and the exchange
rate as of December 31, 2012 may not be indicative of future exchange rates. See “Exchange Rates” for
information regarding the real/U.S. dollar exchange rates.

16



SUMMARY

This summary contains selected information about us. It does not contain all of the information
that an investor should consider before making a decision to invest in the Notes. For further information on
our business and this offering, you should read this entire Offering Memorandum carefully, including our
financial statements, the related notes and the sections “Presentation of Financial and Other Information,”
“Summary Financial Information,” “Risk Factors,” “Selected Financial and Operating Information” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Overview

We are an investment bank, asset manager and wealth manager with a dominant franchise in
Brazil. In addition, we have established a successful international investment and distribution platform. We
were founded in 1983 and have operated as a meritocratic partnership since our inception. Currently, we
have offices on four continents, and provide a comprehensive range of financial services to a Brazilian and
global client base that includes corporations, institutional investors, governments and high net worth
individuals, or HNWI.

Our Business

Our seven business units are:

¢ Investment Banking, which provides financial advisory and capital markets services;
e Corporate Lending, which offers financing and loan guarantees to corporations;

e Sales and Trading, which offers financial products and services to a diverse group of clients
in local and international markets, including market-making, brokerage and clearing services,
and derivatives, interest rate, foreign exchange, equities, energy and commodities transactions
for hedging and trading purposes;

e Asset Management, which offers asset management services with a broad range of products
across major Brazilian and international asset classes to Brazilian and international clients;

e  Wealth Management, which provides investment advisory and financial planning services
and investment products to HNWI;

e PanAmericano, our commercial and consumer banking business conducted through Banco
PanAmericano, an independent Brazilian bank that we have co-controlled since mid-2011,
which focuses on granting automobile loans, direct consumer loans, payroll deduction loans,
middle market loans and mortgages, primarily to individuals and corporations in Brazil; and

e Principal Investments, which involves our capital investments with respect to a broad range
of financial instruments, including merchant banking and real estate investments in Brazil and
investments in a variety of financial instruments in global markets, which investments are
primarily managed by our asset management unit.

We are committed to further expanding our platform outside of Brazil and in 2012 we acquired
Celfin, a leading broker dealer in Chile that also operates in Peru and Colombia and Bolsa y Renta, a
leading broker dealer in Colombia. Both Celfin and Bolsa y Renta have a wide array of products and
services (concentrating in investment banking, sales and trading, asset management and wealth
management). We intend to further expand their operations to include many of the additional products and
services we currently offer in Brazil.

We believe our transactions with Celfin and Bolsa y Renta represent milestones in our efforts to
replicate our history of success in Brazil throughout Latin America, and uniquely position us as a true
leader throughout the region.
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Our Group

We are part of the BTG Pactual Group, which includes both Banco BTG Pactual and BTGI. The
two entities are sister entities that have the same ultimate beneficial owners. We, the principal operating
company in the group, were founded as a small broker-dealer and have grown by creating new business
units and expanding the activities within these business units. BTGI, the investment vehicle for many of the
BTG Pactual Group’s principal investments (including most of its non-Brazilian investments and certain of
its Brazilian investments), was originally formed in late 2008. BTGI acts as a vehicle for part of the
principal investment business of the BTG Pactual Group, and has no operating activities or employees. Its
assets are managed by our asset management unit, which receives arm’s length fees and commissions from
BTGI for its services. Such fees and commissions are primarily recorded by us as revenues in our asset
management unit. BTGI will not participate in any offering of Notes under the Programme as either an
issuer or a guarantor.

As of December 31, 2012, the BTG Pactual Group had approximately 2,200 professionals and
offices on four continents: South America (Sao Paulo, Rio de Janeiro, Brasilia, Recife, Porto Alegre, Belo
Horizonte, Santiago, Lima, Medellin and Bogota), North America (New York), Europe (London) and Asia
(Hong Kong).

On April 30, 2012, the BTG Pactual Group completed its initial public offering, consisting of
103,500,000 units, each representing, directly or through depositary receipts, (i) one common share and two
preferred shares of our capital stock and (ii) one voting share and two non-voting shares of BTG Pactual
Participations. The majority of these units were listed in Brazil on the BM&FBOVESPA, and 129,000 units
were also listed in Europe on the Alternext Amsterdam, the multilateral trading facility operated by
Euronext Amsterdam N.V. The majority of the units offered in the initial public offering are represented by
primary securities, resulting in gross proceeds to the BTG Pactual Group of approximately R$2,587.5
million, of which Banco BTG Pactual received R$2,070.0 million. We have used, and expect to continue to
use, our portion of the proceeds from the initial public offering of the BTG Pactual Group to, among other
things, increase our corporate lending and sales and trading operations and develop new lines of business.

Our Results and Financial Condition

For the year ended December 31, 2012, our revenues were R$5,619.8 million and our net income
was R$2,061.2 million. As of December 31, 2012, our shareholders’ equity was R$10,101.5 million, and
we managed a total of R$121.5 billion in our asset management unit and R$62.2 billion in our wealth
management unit. Our different business units produce a combination of fee and trading revenues that have
allowed us to consistently generate strong earnings growth and positive returns on equity through varying
and at times difficult economic and market conditions. For the five years ended December 31, 2012, our
average return on equity was 21.5%, with no year being lower than 17.7%.
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The following table shows key performance data for Banco BTG Pactual for the periods indicated:

As of and for the year ended December 31, CAGR
2010 2011 2012 2010-2012
(in R$ millions, except as otherwise indicated) %
Total revenue™” .........ccoocoveevennn. 1,983.8 2,647.1 5,619.8 68.3%
Net inCOMme......vevereeeeeeeeeeereeeann 810.9 1,477.1 2,061.2 59.4%
Shareholders’ equity ..........c..c...... 5,602.5 6,339.8 10,101.5 34.3%
ROAE®® (%) ..o, 18.3% 24.7% 25.1% 17.1%
AUM and AUA (in
R$ billions)@......c.covverenan. 91.5 120.1 170.7 36.6%
WUM (in R$ billions)? ............. 31.2 38.9 622 41.2%
BIS capital ratio ............c..cooreen.... 21.5% 17.7% 17.3% (10.3)%

(1) Derived from our unaudited adjusted income statement.
(2) Unaudited.
(3) We determine our average shareholders’ equity based on the initial and final net equity for the period.

(4) Figures are presented on an annualized basis.
Our Partnership

We operate as a partnership, currently with 186 Partners, who are also executives in our group.
The Partners currently own 75.21% of our equity, and 71.91% of our equity is part of our partnership, and
we refer to such equity as “Partnership Equity.” Our 36 most senior Partners, who we consider to be key
contributors to our success, own approximately 63.98% of our equity. The members of a consortium of
investors who purchased our equity in December 2010 currently own 9.40% of our equity, and the
remaining equity is owned by Partners (including Participating Partners), Celfin partners, Bolsa y Renta
partners and the persons who purchased units in the initial public offering of the BTG Pactual Group or
thereafter in the public markets.

We believe the key to our success is our partnership model. We believe this model (i) fosters a
culture of teamwork, talent development, entrepreneurship, meritocracy and long-term commitment, (ii)
substantially enhances the integration of our seven complementary business units and maximizes cross-
selling of our products, (iii) allows us to maintain an intense commitment to our clients, and identify and
capitalize on opportunities in the Brazilian and international financial markets, (iv) substantially enhances
our ability to attract the best available talent and (v) greatly facilitates our ability to consistently maintain a
lean and cost efficient organizational structure. As a result of this model, and the integration of our
businesses, we have a diversified revenue mix and low cost-to-income ratio and have consistently achieved
financial results that we believe exceed those of our competitors.

In contrast to other investment banking and asset management firms in Brazil and worldwide that
have sold equity to the general market in the past, we have implemented several concrete steps to ensure
that our partnership model will not change as a result of our initial public offering completed in April 2012.
Most importantly, our partnership has the right, at any time and for any reason, to require any Partner to
sell all or a portion of his Partnership Equity at its then current book value rather than at the value at which
such equity is then trading in the market or the fair market value of such equity. Such Partnership Equity
may then be resold to other persons (either existing Partners or new executives) at book value. Such right
will continue with respect to all of the Partnership Equity for the foreseeable future, and thus, we expect
that such shares will never be eligible for sale into the market or to third parties, except for certain limited
exceptions such as in connection with a sale of the BTG Pactual Group in its entirety. We believe that the
substantial ownership position of our Partners and the maintenance of our partnership in which Partnership
Equity is bought and sold at book value on a meritocratic basis will (i) ensure the continued commitment of
our most important executives to our success following our initial public offering, (ii) permit us to maintain
our unique culture and the competitive advantage it grants us and (iii) permit us to attract and retain future
generations of talent, all of which create an unprecedented alignment of the interests of our senior
management with the interests of public shareholders. See “Our Partnership.”
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Our Core Values

Our organization is built and operates on the following set of 12 core values:
Strategic Focus: How we set our strategic direction

e C(Client focused

e Alpha-based

e  Global thinking and presence

e Long-term ambition

People: How we work

e  Partnership

e Teamwork

e Hard-working and hands-on

e  Grow our own talent

Performance Management: How we achieve superior results
e  Meritocracy

e Entrepreneurship

e Excellence

e Bottom line driven and cost conscious

We believe that the culture that results from these core values differentiates us in the market, leads
to an integrated organization and ensures superior results.

Our Competitive Strengths
We believe that our competitive strengths include:

Substantial Presence in Brazil, where we Are a Dominant Investment Bank, Asset Manager and
Wealth Manager, with a Leading Franchise in the Businesses We Operate

We are one of the leading players in Brazil’s financial services industry, which we believe to be
one of the most attractive financial services markets globally. Given our substantial presence in Brazil, we
believe that we are positioned to participate in the vast majority of significant merger and acquisition,
financial advisory and capital markets transactions involving Brazilian companies.

Dominant franchise. We are one of the premier brands for investment banking and asset
management in Brazil and one of the largest independent investment banks based in the emerging markets.
Among other things, we:

e were bookrunners in approximately 50% of all public equity offerings completed in Brazil
from 2004 to 2012, and the leading equity underwriter in terms of number of bookmanaged
transactions according to ANBIMA. In terms of total volume underwritten, we were the
leading underwriter of equity issued by companies listed on BM&FBOVESPA in 2004, 2005,
2007, 2009 and 2012, and the second largest equity underwriter in 2006 and 2011, according
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to ANBIMA. In 2010, we were the leading equity underwriter in terms of total deals
completed according to ANBIMA;

e were ranked first in Brazilian M&A advisory rankings according to Thomson in 2010 and
2011 and provided advisory services in 255 announced M&A transactions from January 1,
2007 through December 31, 2012;

e have an equity research team named among the best research teams in Brazil from 2006 to
2012, and the best research team in Latin America in 2012, according to Institutional Investor;

e are one of the largest equity brokerage houses in Brazil in terms of total volume of securities
traded, according to BM&FBOVESPA;

e are the largest asset manager in Brazil, excluding retail banks, according to ANBIMA
(December 2012), with R$121.5 billion in AUM and R$170.7 billion in AUA as of December
31,2012;

e had approximately R$62.2 billion of WUM as of December 31, 2012; and

e received a number of awards recognizing the excellence of our asset management platform,
including: the Best Research team (Latin America and Brazil) and Best Sales and Trading
Services team (Brazil) by Institutional Investor (2012), the Best Fund Manager in Brazil in
2012 and 2011 by Exame magazine — one of Brazil’s leading financial magazines, the Best
Fund Manager in the Largest Fixed Income and Flexible Mixed Allocation categories in 2012
by Standard & Poor’s and Valor Econémico — Brazil’s leading financial newspaper in 2012,
the Best Global Macro Hedge Fund (for our GEMM fund) in 2012 and 2010 by Euro Hedge
Awards, the Best Fixed Income Fund Manager in 2011 by Standard & Poor’s and Valor
Econbémico, Best Active Multi-Market, Best Active Fixed Income, Best Conservative Fixed
Income and Best Wholesale Fund Manager in 2011 by FGV (Fundacao Getilio Vargas) and
Exame magazine, Best Multi-Market (Interest Rate and Currency) and Conservative Fixed
Income Fund Manager in 2010 by FGV (Fundacio Getulio Vargas) and Exame Magazine,
Best Multi-Market Fund Manager in 2010, Best Fund Manager in Brazil in the equities
category from 2007 to 2009, the Top Fixed Income fund manager for 2007 and 2008 and the
Best Multi-Asset Funds for 2010 by Standard & Poor’s and Valor Economico.

We believe we have a vast knowledge of the Brazilian financial market, can identify business
opportunities and trends more quickly and accurately than our competitors in Brazil and, due to our flat
management structure and strong capital base, can act more effectively on such business opportunities.

We also have an extensive network of long-standing business contacts and corporate relationships,
and we believe we have a strong brand and a reputation for excellence among our target corporate and
individual client base.

Attractive opportunities for further growth of our core franchise. The Brazilian financial services
industry has grown significantly in recent years, and we believe it is poised for further growth, creating
attractive opportunities for the leading market participants such as ourselves. The market for financial
services has grown as a result of economic stability and the gains in economic growth momentum and the
increase in such services have in turn played a key role in further advancing such improvements in
macroeconomic performance.

As a result, according to the CVM, Brazilian issuers engaged in 76 equity transactions raising
R$75.5 billion in 2007, in 13 equity transactions raising R$34.9 billion in 2008, in 24 equity transactions
raising R$47.1 billion in 2009, in 25 equity transactions raising R$152.2 billion in 2010, in 25 equity
transactions raising R$19.2 billion in 2011 and in 13 equity transactions raising R$14.3 billion in 2012, as
compared to only six equity transactions raising R$6.1 billion in 2002. Brazilian issuers engaged in 57 debt
transactions raising R$17.8 billion in 2007, in 82 debt transactions raising R$32.6 billion in 2008, in 170
debt transactions raising R$48.1 billion in 2009, in 242 debt transactions raising R$75.4 billion in 2010, in
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356 debt transactions raising R$86.3 billion in 2011 and in 358 debt transactions raising R$190.1 billion in
2012, as compared to only 43 debt transactions in Brazil raising R$3.3 billion in 2002, according to
ANBIMA.

Consistent with this increase in the number of equity and debt transactions, total credit volume in
Brazil grew from 25.7% of GDP in December 2004 to 53.6% of GDP in December 2012 according to the
Central Bank.

Despite the considerable progress already made, we believe Brazil still has substantial potential for
further improvements in macroeconomic performance and in the financial sector. We believe the conditions
for such improvement are already in place. In particular, there is potential for greater penetration of the
Brazilian capital markets, and Brazil is well-positioned to gain importance as a provider of financial
services to other regional economies. Investor interest in the equity and debt securities of Brazilian
companies remains strong given Brazil’s strong growth prospects, and Brazilian issuers are expected to
need substantial additional funding.

The Brazilian asset management industry has also grown considerably, with AUM growing from
R$739.0 billion as of December 31, 2000 to R$2,261.9 billion as of December 31, 2012, according to
ANBIMA, of which 9.0% corresponds to investments in equity securities. We expect the growth in the size
and sophistication of the capital and asset management markets to continue the trend of the last decade. In
2012, the Brazilian gross disposable income was R$4,339.3 billion, compared to R$1,653.6 billion in 2003,
representing an increase of 162.4% and an average compound annual growth, or CAGR, of 11.3%,
according to the IBGE. We believe that increasing wealth in Brazil will stimulate growth in all our business
units.

Established International Asset Management Platform

We have an international asset management platform in London, New York and Hong Kong that,
together with our Sdo Paulo and Rio de Janeiro offices, provides Brazilian, emerging market and global
investment products and services to our local and international client base. We have over 90 professionals,
including 19 of our most senior executives, in our international offices dedicated exclusively to the
international asset management business. Our flagship international hedge fund, GEMM, was awarded Best
Global Macro Hedge Fund in 2010 and 2012 by EuroHedge Awards, a leading trade publication.

Broad Network of International Contacts

The members of the Consortium who have invested in our equity in December 2010 include
affiliates of the Government of Singapore Investment Corporation Pte Ltd (GIC), China Investment
Corporation (CIC), Ontario Teachers’ Pension Plan Board (OTPP), Abu Dhabi Investment Council (ADIC),
J.C. Flowers & Co. LLC, RIT Capital Partners plc, Marais LLC, the Santo Domingo Group of Colombia,
EXOR S.A., the investment company controlled by the Agnelli family of Italy, and Inversiones Bahia, the
holding company of the Motta family of Panama. These investors provide us with a broad range of business
contacts throughout Asia, the Middle East, Europe and North and South America, and since their entrance
into our capital structure, we have successfully leveraged these contacts to strengthen many of our principal
businesses and realize additional revenues. As part of the initial public offering of the BTG Pactual Group
in April 2012, Europa Lux III S.a.r.l, RIT Capital Partners plc, Marais LLC, EXOR S.A. and Rendefeld,
S.A. sold part of their equity interest in the BTG Pactual Group.

Our acquisitions of Celfin and Bolsa y Renta have already provided us with substantial additional
contacts throughout the Andean region, and we have begun to leverage these contacts to gain substantial
new relationships and mandates that we believe neither we nor Celfin or Bolsa y Renta might have gained
on a stand-alone basis. Finally, we participated as an anchor investor in the September 2011 initial public
offering by CITIC Securities Co., or CITICs, a leading Chinese investment bank. We are currently working
with CITICs to jointly develop a number of business initiatives, including by co-advising clients seeking to
execute transactions involving Chinese and Latin American companies.
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Distinctive Culture Stressing Intellectual Capital, Meritocracy, Entrepreneurship and an
Unprecedented Alignment of Interests

We operate under a partnership model and a flat management structure that emphasizes the value
of intellectual capital, entrepreneurship and meritocracy. We believe this model is the key to our success.
We are managed by our Senior Management Team covering our Brazilian and international operations. We
have 186 Partners that currently own, directly or indirectly, approximately 75.21% of our equity.

We consider our personnel to be our most valuable asset and believe that our culture and
partnership structure allows us to attract, retain and motivate highly talented professionals. Our recruiting
strategy and training are aimed at producing future Partners. The commitment of our personnel to our
culture and success is reinforced through the recognition of individual merit and a variable compensation
system that rewards teamwork, entrepreneurship and initiative, and eventually results in our most valuable
professionals becoming vested in the success of our business as Partners. We believe that our partnership
model, recruitment strategy and management structure result in our achieving substantially less turnover at
the middle and senior management levels than our Brazilian and international competitors.

Our culture also stresses an alignment of interests between our shareholders, including both the
members of the Consortium and our public shareholders, and our professionals. Virtually all of our key
professionals are Partners and their respective equity ownership in Banco BTG Pactual and BTGI
represents significant portions of their personal wealth (and in most cases, the vast majority of such wealth).
For our 25 most senior Partners, including our senior traders and investment managers, the earnings and
capital appreciation on their equity in the BTG Pactual Group exceed the amount they earn in salary and
bonuses. We believe that this creates an unprecedented alignment of interests that encourages (i) a rigorous
analysis of the risks that we take in our trading and principal investments activities, (ii) our pursuit of
strategies that emphasize long-term, consistent and profitable growth, (iii) a long-term commitment to our
clients and our reputation, (iv) the maintenance of a lean organizational structure and decision-making
process and (v) a strong focus on cost controls.

Consistent with our long standing strategies, we have taken concrete steps aimed at ensuring that
our partnership model remains in effect for the foreseeable future so that both our Partners and our public
shareholders continue to enjoy the financial and strategic benefits which we derive from this model. See
“Our Partnership.”

Our Track Record of Strong Growth with Consistent Profitability through Various Economic
Cycles while Maintaining Strong Capital Ratios and Rigorous Risk Controls

A substantial portion of our Senior Management Team is based in Brazil and has many years of
experience leading us throughout various economic cycles, including the Asian crisis (1997), the Russian
crisis and Long Term Capital Management crisis (1998), the crisis following Brazil’s currency devaluation
(1999), the end of the so-called “Internet bubble” (2000-2001), the Argentine debt default (2002), the
market volatility related to the Brazilian presidential elections (2002-2003) and the recent international
financial crisis.

We have generated strong and consistent returns on our capital throughout these various cycles.
We have been profitable during each of the last 15 years ended December 31, 2012. For the five years
ended December 31, 2012, our average return on equity was 21.5%, with no year being lower than 17.7%.

While we seek to generate strong and consistent earnings, we also focus on consistently
maintaining strong capital ratios and an adequate risk profile. Our capital adequacy ratio at the end of each
year from 2008 to 2012 has been on average 20.3%. As of December 31, 2012, we had a capital ratio of
17.3%. We believe that our track record of consistently maintaining a higher capital ratio than that required
by the Central Bank, while consistently generating attractive returns on equity, highlights our ability to
deploy capital efficiently.

Similarly, we maintain a rigorous discipline of risk management and internal controls. We monitor
our risks on a daily basis; looking at all dimensions that we believe are relevant to our operations, including
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market risk, credit risk, liquidity risk, counterparty risk and operational risk. In our risk control framework,
we adopt risk models that allow us to measure risks based on the past behavior of markets (VaR) and on
our stress test scenarios and simulations. Our senior Partners, who are responsible for the management of
the BTG Pactual Group’s risks, are closely involved in the execution of the daily operations, and have a
deep understanding of the markets in which we conduct our operations. We also have a separate risk
management team led by a member of our Senior Management Team. As a consequence, risk management
is an integral part of our decision-making process, which we believe has allowed us to maintain consistent
returns, and to optimize the use of our capital.

The following table sets forth our average daily VaR for the years indicated:

For the year ended and as of December 31,

2010 2011 2012
Total average daily VaR ........ccoociviiiiiiieieeeeeeeee e 21.6 28.4 60.5
Average daily VaR as % of average equity'” ............ccccoovrrerrurrrnnn. 0.49% 0.47% 0.74%

(1) Unaudited

We believe that our risk management policy applies the best practices, which have been tested in
extremely adverse conditions, including during the 2008 financial crisis. In addition, given that the vast
majority of our Partners’ personal wealth consists of their respective equity interests in the BTG Pactual
Group, we believe that the interests of the persons taking and monitoring risk at the BTG Pactual Group are
more fully aligned with our non-executive shareholders than is the case at our competitors, reinforcing our
rigorous risk control and long-term profit strategies.

The following chart shows our net income, shareholders’ equity and return on average equity for
the periods indicated:
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Experienced Management Team and Motivated Work Force

We have a group of highly talented professionals with a strong reputation in the Brazilian and
international financial markets. This group was responsible for establishing and implementing the strategies
that permitted us to become one of Brazil’s leading financial institutions. Our team includes André Santos
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Esteves, who was named in 2012 one of the 50 most influential people in global finance by Bloomberg and
Person of the Year by the Brazilian-American Chamber of Commerce and, in 2010, was named one of the
25 most powerful people in the world of investment banking by Institutional Investor, and Persio Arida,
who was the President of the Central Bank in 1995, President of the BNDES from 1993 to 1994, and one of
the key economists to lead the creation and implementation of the Real Plan. Outside of Brazil, our team
includes numerous executives with substantial experience in international institutions acting as traders of
G-10 and non-Brazilian emerging markets securities or as top executives in global investment banking and
asset management business units. These team members have been selected based on both their previous
histories of success and our belief that they shared our distinctive business culture and would serve as the
cornerstones for implementing this culture in our international offices and in our businesses generally going
forward.

We believe that our workforce is highly motivated and efficient, in large part due to our
partnership model. As a result, we have been able to achieve industry leading employee efficiency
(measured by revenue per employee) which enables us to offer extremely attractive compensation that
recognizes the contribution of our professionals. For the year ending December 31, 2012, the revenue per
employee of the BTG Pactual Group (including BTGI, which is not an issuer in the Programme) was
US$2,023.3 thousand, while the estimated average for a group of other leading international investment
banks composed of Goldman Sachs, Morgan Stanley and Credit Suisse was US$668.9 thousand.

Our Diversified Portfolio of Businesses

We believe we have successfully diversified our business operations and sources of revenue to
maximize opportunities for leveraging our client relationships across business units as well as to best
position ourselves to exploit any changes in market conditions.

The following table shows our unaudited revenues breakdown by business unit, which was not
prepared in accordance with Brazilian GAAP and materially differs from our income statement:

For the year ended December 31,

2010 2011 2012
(Unaudited - in R$ millions)
Investment banking...........cccoevuerieriiieiinininieneeeeee e 344.0 338.3 448.0
Corporate 1ending .........cccoceviriirieiiiiieiiireeeeee e 251.1 366.5 563.6
Sales and trading........ccccveeeeririnienieieieereseee et 637.8 999.9 1,516.6
ASSEt MANAZEIMECNL ...ttt 298.4 443.2 1,190.2
Wealth Management ........c.coceevierieriinieiinieienceeee ettt 103.5 144.5 201.7
PanAmericano'’.......... 0.0 (52.0) (244.5)
Principal investments .. . 201.6 (111.2) 1,356.9
Interest and other™ ..........c...coovvenne. 147.5 518.1 587.2
Total revenues, net of direct expenses allocation.................c.ccocceeeienenn. 1,983.8 2,647.1 5,619.8

(1) Our commercial banking activities commenced after the acquisition of a co-controlling interest in Banco PanAmericano on May
27,2011, and are conducted exclusively through that non-consolidated investment. Accordingly, we did not record any revenues
for our PanAmericano business unit in 2010.

(2) Our revenues recorded under “interest and other” include the interest on our capital, which is the internal opportunity cost for
remunerating our net equity, typically determined based on the CDI rate. The interest on our capital, recorded as “Interest and
Other,” is in turn deducted as a funding cost directly from our business units’ revenues. The units primarily affected by such
deductions are those which carry larger inventories of financial instruments (i.e., sales and trading, commercial lending and
principal investments units), as their results are presented in our adjusted income statement net of the interest on our capital, as
well as all other costs for obtaining external funding to finance their portfolios.

We believe that our strong market positions across the spectrum of financial services enable us to
adapt quickly and prosper under changing market conditions. Our entrepreneurial culture leads us to
consistently seek new and diversified revenue sources, including opportunities outside our traditional target
market in Brazil, such as our May 2011 acquisition of Banco PanAmericano. We believe our diversification
increases our potential to successfully grow our business and to maintain our profitability.
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In addition, we believe our market strength within each of our business units allows us to
maximize the value we obtain from our client relationships by using an integrated approach to cross-sell the
services that we provide. For example, many of our significant asset and wealth management clients
generated their wealth through public offerings that we have underwritten. This cross-selling is particularly
advantageous within both the Brazilian market and the Andean region, where many wealthy families still
control a significant share of local businesses and thus require a wide variety of financial services for both
their personal wealth and the substantial businesses they control.

We believe that our solid research capabilities also contributed to our significant participation in
equity underwritings in Brazil in addition to generating significant brokerage commissions for our sales and
trading unit. Consequently, we currently provide our clients with both high quality asset and wealth
management and financial advisory services — both in capital markets and M&A. In addition, our sales and
trading and principal investments units cover multiple markets and different geographies, with a focus on
building long-term relationships and delivering high quality execution.

Finally, we believe that we will achieve very attractive geographical diversification and significant
synergies from the recent acquisitions of Celfin and Bolsa y Renta, and that the combination of the BTG
Pactual Group, Celfin and Bolsa y Renta will create business opportunities not available to any of the
companies on a standalone basis. See “Business—Celfin” and “Business—Bolsa y Renta.”

Strong and Diversified Funding Base with Proven Asset-Liability Management

We have a solid and diversified base for funding our operations through our private banking
network, institutional client base, corporate client base, and in the capital markets. We are consistently able
to fund our operations and to manage our liquidity risk. We seek to maintain a strong cash position, which
is always sufficient to run our operations for 90 days assuming that we do not obtain new funding. Our
balance sheet is in a large part composed of very liquid financial instruments, and we obtain funding from a
diversified range of unsecured instruments from a broad range of sources. Also, we maintain a contingency
plan to manage our liquidity under severely adverse market conditions. We enhanced our liquidity profile
in (i) April 2011 through the issuance of R$3.975 billion in local subordinated notes with an average
maturity of 7.8 years, (ii) July 2011 with the issuance under the Programme of US$500 million in senior
notes due 2016 at an interest rate of 4.875%, (iii) September 2012 with the issuance of US$800 million in
subordinated notes due 2022 at an interest rate of 5.75%, (iv) September and October 2012 with the total
issuance of the Colombian Peso equivalent of approximately US$235 million in senior notes due 2017 at an
interest rate of 7.0%, and (v) in January 2013 through the issuance of US$1.0 billion in senior notes due
2020 at an interest rate of 4.00%. As of December 31, 2012, we had more than 300 depositors.

Our Strategy
Our principal strategies are:
Capitalize on Brazil’s Outstanding Growth Perspectives

We believe that Brazil has all of the conditions necessary to achieve outstanding growth in the
financial services sector. These conditions include:

e afavorable macroeconomic environment and political stability;
e asound institutional and regulatory framework;

e improved corporate governance;

e asophisticated and deep domestic financial market;

e ahighly attractive investment environment;

e agrowing middle market and middle income consumer base; and
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e numerous companies well-positioned to continue to grow and tap international markets.

Large investment opportunities have also been created by the exploration of the recently
discovered pre-salt oil and gas reserves, and also by Brazil’s hosting of the 2014 FIFA World Cup and the
2016 Olympic Games. These opportunities, combined with sustained growth in domestic income and
consumption and significant demand for improvements in infrastructure, are expected to result in an
important increase in capital expenditures in Brazil.

Multinational companies seeking higher growth continue to expand in Brazil, including through
acquisitions, while at the same time numerous Brazilian companies have become multinational enterprises
that are actively pursuing international acquisitions. A greater percentage of the Brazilian population is
entering into higher income classes and becoming potential consumers of asset and wealth management
products. Also, the middle market and low income consumer base is expected to continue to grow
substantially as Brazil’s GDP continues to grow.

We intend to continue to take advantage of the favorable Brazilian market conditions by using our
expertise and ability to consolidate and expand our franchises and leverage our reputation among our
current and prospective Brazilian and international clients interested in Brazil-related opportunities by,
among other things:

e continuing to actively market our equity and debt capital markets services to Brazilian issuers,
with a view toward maintaining and expanding our position as the leading Brazilian
underwriter;

e seeking to expand our M&A advisory business, both for Brazilian companies seeking to
acquire businesses in Brazil or abroad, and foreign companies seeking to acquire Brazilian
businesses and assets;

e continuing to be the leading independent Brazilian asset manager and a leading independent
wealth manager and expanding our efforts to market these products;

e seeking to continuously develop new and sophisticated FICC products for our corporate
clients to meet their needs as they grow both in Brazil and internationally;

e taking advantage of private sector and pre-IPO investment opportunities sourced through our
extensive Brazilian network;

e continuing to develop the business conducted in our regional Brazilian offices outside of Sdo
Paulo and Rio de Janeiro; and

e expanding our credit products and derivatives portfolio, leveraging Banco PanAmericano’s
independent commercial and consumer banking platform and taking advantage of expected
growth in the Brazilian middle market and middle income consumer base.

Maintain Our Distinctive Culture

In contrast to other investment banking and asset management firms in Brazil and worldwide that
have sold equity to the general market in the past, we have implemented several concrete steps to maintain
our partnership model following our initial public offering completed in April 2012. Currently, the Partners
own approximately 75.21% of our total equity, and 71.91% of our equity is Partnership Equity that is
owned by our Partners as part of our partnership. Our partnership has the right, at any time and for any
reason, to require any Partner to sell all or a portion of his Partnership Equity at its then current book value
rather than at the value at which such equity is then trading in the market or the fair market value of such
equity. Such Partnership Equity may then be resold to other persons (either existing Partners or new
executives) at book value. Such right will continue with respect to all of the Partnership Equity for the
foreseeable future, and thus, we expect that such shares will never be eligible for sale into the market or to
third parties, except for certain limited exceptions. Accordingly, none of our Partners sold any units or
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underlying securities in our initial public offering or are expected to sell such securities for the foreseeable
future (i.e., we expect that the Partnership Equity will never be eligible for sale into the market or to third
parties, except for certain limited exceptions such as in connection with a sale of the entire BTG Pactual
Group). These mechanisms result in a substantial amount of the economic burden of incentivizing our most
important executives to fall on our existing Partners, rather than Banco BTG Pactual or the persons who
purchased units in our initial public offering or in the open market following our initial public offering.

We believe the mechanisms described above create an unprecedented alignment of interests
between our Partners, who currently own 75.21% of our equity, and our public shareholders, and
minimized the changes to our culture following our initial public offering allowing us to continue our
efforts to maximize value for our shareholders while simultaneously managing risk in a proactive manner.
See “Our Partnership.”

Take Advantage of Attractive Growth Opportunities through Strategic Acquisitions

We intend to expand through selective acquisitions. We expect to focus on acquisitions that are
complementary to our existing businesses, and that offer opportunities for growth and earnings accretion
within our existing businesses. We may also seek to expand our investment banking and asset management
activities to other Latin American and emerging markets. We believe that our recent initial public offering
will enhance our capability and flexibility to execute strategic acquisitions by strengthening our balance
sheet and allowing us to use our publicly traded securities as acquisition currency. See
“Business—Significant Recent Developments.” We believe that our recent acquisitions of Celfin and Bolsa
y Renta, as well as our 2010 acquisition of Companhia Operadora do Mercado Energético, or Coomex, an
energy sales company, and our May 2011 acquisition of a co-controlling stake in Banco PanAmericano, are
perfect examples of the type of acquisition we expect to pursue.

Expand Our International Operations

Our presence in important financial markets such as Sdo Paulo, New York, London and Hong
Kong enables us to better explore business opportunities arising in different regions and demonstrates our
intention to continuously seek diversification. We believe there are attractive opportunities for selective
continued expansion outside Brazil and intend to pursue these opportunities. We believe, for example, that
our strong reputation and global presence will allow us to (i) expand our marketing of Brazilian and
emerging markets asset management products to a global customer base, (ii) expand our investment
banking business to other Latin American countries, (iii) attract additional talent and teams with experience
in markets and products outside of Brazil where we currently do not have significant expertise, and (iv)
expand the business that we conduct internationally with Latin American companies that are expanding
globally.

Celfin is a leading broker dealer in Chile, a country with robust capital markets, that is a net
exporter of capital. Similarly, Bolsa y Renta is one of the leading broker dealers by volume of equity
transactions in Colombia, with a portfolio of US$3.4 billion in wealth under management and US$721.2
million in asset under management as of December 31, 2012. We believe that we can distribute many of
our Brazilian and international asset management, wealth management and corporate finance products to
the respective existing client bases of Celfin and Bolsa y Renta, who are seeking additional investment
options, and that our extensive experience in mergers and acquisitions and corporate finance transactions
will enhance their product offerings in these areas, permitting us to enhance the revenues that Celfin and
Bolsa y Renta can generate from their respective impressive bases of leading Chilean and Colombian
corporate clients.

We also see Colombia (where Bolsa y Renta is based and Celfin more recently commenced
operations) and Peru (where Celfin has operations) as key to our efforts to achieve substantial additional
geographic diversification. These countries, like Brazil a decade ago, have incipient capital markets, an
expanding consumer class and numerous companies seeking capital for growth. We were among a small
handful of financial institutions that led the efforts to develop and deepen Brazil’s debt, equity and mergers
and acquisitions markets during the last decade, and believe that we can replicate our Brazilian success in
Colombia and Peru to achieve significant market share in these markets, which we expect will grow
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substantially in the coming years. We also believe that many Brazilian, Chilean, Colombian and Peruvian
companies will seek to expand throughout Latin America, and that our local presence in each of these key
Latin American markets makes us uniquely positioned to provide financial services to these companies. In
addition, we have also entered into a strategic cooperation agreement with VTB Capital, a leading
investment bank in Russia, to explore opportunities between Russia and Latin America.

Selectively Expand Our Portfolio of Credit Products and Derivatives

To support future growth and the corresponding new significant investment needs, Brazil will
need to increase the availability of credit. The recent wave of equity offerings by Brazilian companies has
greatly increased the number of potential Brazilian corporate borrowers with transparent financial
disclosure and enhanced levels of corporate governance. Simultaneously, many other Brazilian companies
have expanded their operations in recent years and are increasing their transparency in anticipation of a
potential public offering. These two groups of companies are likely to need additional debt capital for
growth and active management of their capital structure, and accordingly are attractive customers for our
credit products.

In addition, as a result of the completion of our initial public offering, we believe that our funding
costs will continue to decline and we will have a greater variety of financing options available. We believe
these cheaper and more diversified sources of funding will facilitate our efforts to selectively expand our
credit products (including derivatives, securitizations, structured credits and pre-IPO financings) on a
profitable and prudent basis.

We plan to expand our offering of credit products and derivatives to our current and prospective
clients, including through our commercial banking platform. We expect to primarily exploit credit
opportunities that are linked to our other core business units — in particular investment banking — and also
those that involve structured products and derivatives. We intend to continue to analyze credit opportunities
closely, performing rigorous analyses of prospective borrowers’ businesses and existing and prospective
financial condition and results, in order to select opportunities which will satisfy our stringent standards for
achieving high returns within acceptable risk parameters. We consider Banco PanAmericano’s origination
platform another step in implementing these strategies, as such platform originates consumer finance and
middle market assets on a primary basis that are complementary to the credit that we originate through our
own platform.

Continue to Develop Our Merchant Banking and Private Equity Businesses

We believe that our ability to provide permanent capital to our clients is an important competitive
advantage. Accordingly, the BTG Pactual Group intends to continue to develop its merchant banking and
private equity businesses, primarily with respect to investments in Brazil. We believe that the BTG Pactual
Group’s network of contacts and significant deal flow grants us access to numerous attractive investment
opportunities that may not be available to our competitors, and that as a result we will be able to attract
third party investors to private equity and similar funds for which we will act as the investment manager
and generate management and performance fees for our asset management unit. We also expect BTGI to
serve as the anchor investor and have a meaningful equity ownership in certain of such entities and funds in
connection with the merchant banking activities of the BTG Pactual Group and accordingly generate
revenue for the principal investments unit. For example, in June 2011, we closed our new private equity
fund of approximately US$1.5 billion, US$490 million of which came from BTGI. We intend to raise such
funds and pursue investment opportunities (i) using the capital of such funds, (ii) through co-investments
with other financial investors or (iii) using solely the BTG Pactual Group’s own capital. We believe the
continued development of these businesses will also contribute to our other business units through cross-
selling opportunities.

Significant Recent Developments

Real Estate. On January 31, 2012, we and Banco PanAmericano entered into definitive
agreements to purchase 100% of the shares of BFRE. The total purchase price (subject to adjustment) was
approximately R$1.21 billion (without including the R$335 million purchase price of certain assets by us
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described below), of which R$940 million was paid by PanAmericano and R$270 million was paid by us.
Prior to the closing of the transaction on July 19, 2012, BFRE was divided into two companies by means of
a spin-off. The first such company, which we acquired, retained the rights to advise, manage and/or
administer certain real estate and equity investment funds. In addition, we paid approximately R$335
million (subject to adjustment) to purchase certain real estate and equity investment funds held by BFRE.
The remainder of the businesses conducted by BFRE will remain in the second company, which was
purchased by Banco PanAmericano.

See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Recent Acquisitions, Divestitures and Corporate Restructurings Affecting Our Results of
Operations—Acquisition of Banco PanAmericano Co-Controlling Interest and BFRE.”

Banco PanAmericano. On January 18, 2012, Banco PanAmericano’s shareholders approved a
capital increase in an amount up to R$1.8 billion with an issue price of R$6.05 per share. We and CaixaPar
Participacdes S.A. (“CaixaPar”) committed to exercise preemptive rights for an aggregate amount of
R$1.335 billion, with our share amounting to R$677.0 million. However, we agreed that, upon the request
of TPG-Axon Capital Management LP, or TPG-Axon, we would transfer part of our preemptive rights with
respect to a total of R$182.0 million of our R$677.0 million commitment. TPG-Axon exercised its right to
obtain such preemptive rights and, in April 2012, subscribed for preferred shares representing, after the
capital increase, 12.0% of Banco PanAmericano’s preferred shares and 5.55% of its total capital stock, thus
reducing our capital contribution to R$495.4 million.

See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Recent Acquisitions, Divestitures and Corporate Restructurings Affecting Our Results of
Operations—Acquisition of Banco PanAmericano Co-Controlling Interest and BFRE.”

Celfin. On November 13, 2012, we concluded the purchase of all of the outstanding shares of
Celfin. In connection with the transaction, we paid the owners of Celfin a total of US$451.5 million in
cash, and the former owners of Celfin acquired approximately 2.2% of the total outstanding equity interests
in Banco BTG Pactual and BTGI for R$391.8 million and US$49.1 million, respectively. Such equity
interest is subject to repurchase by us at a nominal amount in certain limited circumstances during the four
years following completion of the transaction. Such provisions are designed to provide the former
shareholders of Celfin with incentives to remain active participants in the combined entity following the
transaction, and we expect that they will do so.

On November 29, 2012, we filed with the Central Bank and the Chilean Banking Regulator (La
Superintendencia de Bancos e Instituciones Financieras de Chile), or SBIF, a request to obtain a banking
license in Chile. The granting of a banking license in Chile requires three separate authorizations from the
SBIF, which must be obtained sequentially, the first of which we have not yet obtained. We expect to
obtain a banking license in Chile in the second half of 2013.

As of December 31, 2012, Celfin had consolidated shareholders’ equity and total assets of
R$923.5 million and R$2,153.7 million, respectively, prepared in accordance with Brazilian GAAP. For
accounting purposes, the date of the Celfin acquisition is October 31, 2012. We recorded goodwill in the
amount of R$726 million.

See ‘“Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Recent Acquisitions, Divestitures and Corporate Restructurings Affecting Our Results of
Operations—Celfin.”

Initial Public Offering. On April 30, 2012, the BTG Pactual Group completed its initial public
offering.

See ‘“Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Recent Acquisitions, Divestitures and Corporate Restructurings Affecting Our Results of
Operations—Initial Public Offering.”
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Bolsa y Renta. On June 14, 2012, we entered into a definitive agreement to purchase 100% of the
outstanding shares of Bolsa y Renta, one of Colombia’s largest equity brokerage firms in terms of
transaction volume, for approximately US$51.9 million, thus concluding negotiations initiated with Bolsa y
Renta in 2011. On December 20, 2012, we concluded the purchase of all of the outstanding shares of Bolsa
y Renta for a total consideration of US$58.4 million in cash, and the former owners of Bolsa y Renta
acquired equity interests in us and BTG Pactual Participations equal to R$52.5 million and US$6.4 million,
respectively, representing approximately 0.25% of the capital stock of each company (calculated based on
our outstanding capital stock and the outstanding capital stock of BTG Pactual Participations as of the date
of this Offering Memorandum). The value of the equity investment was negotiated and pre-determined in
U.S. dollars at the end of 2011, prior to our initial public offering. We expect that Bolsa y Renta’s current
executives will continue to manage operations in Colombia and, accordingly, we anticipate paying
additional amounts in the form of retention bonuses and deferred compensation to certain of the Bolsa y
Renta’s executives from the second through the fourth anniversaries of the date on which we entered into a
definitive agreement with respect to the transaction.

See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Recent Acquisitions, Divestitures and Corporate Restructurings Affecting Our Results of
Operations—Acquisition of Bolsa y Renta.”

Insurance Activities. On December 20, 2012, our subsidiary BTG Pactual Seguradora S.A.
received authorization from SUSEP to offer insurance products in Brazil. We have committed initial capital
of R$50.0 million to such activity and intend to commence operations by offering surety bonds.
Furthermore, we have also requested authorization from SUSEP to offer reinsurance and retrocession
services, which remains subject to approval.

Bamerindus. On January 30, 2013, we entered into definitive agreements related to our acquisition
of certain credits and rights held by Fundo Garantidor de Créditos, or FGC, against Banco Bamerindus do
Brasil S.A., or Bamerindus, in extrajudicial liquidation, and other companies in Bamerindus’s economic
group. In connection with the transaction, we will pay approximately R$418.0 million to FGC in five
installments, the first of which will be paid at the closing of the transaction and the other four on the first
through fourth anniversary of the closing. The four installments will be adjusted by CDI. This transaction
will result in us acquiring (i) control of Bamerindus and its subsidiaries, (ii) an interest in Bamerindus
greater than 98.0% of its total and voting capital, and (iii) the receivables and assets held by the
Bamerindus, which will be used in the context of our credit operations. The transaction remains subject to
the satisfaction of several typical closing conditions, including the receipt of all required regulatory
approvals, the completion of the extrajudicial liquidation of Bamerindus and its subsidiaries, and the
settlement of certain of their financial obligations in order for Bamerindus to have positive shareholders’
equity. The transaction does not include the right to the Bamerindus brand. We expect the transaction to
close no later than the third quarter of 2013, although there can be no assurance that the transaction will be
concluded. We do not expect that the transaction, if consummated, will materially affect our financial
condition or results of operations.

See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Recent Acquisitions, Divestitures and Corporate Restructurings Affecting Our Results of
Operations—Acquisition of Bamerindus.”
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Qur History

Our history began in 1983, when Pactual S.A. Distribuidora de Titulos e Valores Mobilidrios, or
Pactual D.T.V.M., was founded in Rio de Janeiro as a securities dealer and a new entity named Pactual
Administracdo e Participa¢des Ltda., or Pactual Limitada, was formed to operate an asset management
business.

In 1986, Pactual D.T.V.M. obtained a license to operate as an investment bank which was named
Pactual S.A. Banco de Investimentos.

In 1989, Pactual S.A. Banco de Investimentos established a branch in Sdo Paulo, our first office
outside Rio de Janeiro, and obtained a license to become a multiple-service bank (banco muiltiplo)
authorized to engage in commercial banking, investment banking, portfolio management, foreign exchange,
real estate financing and savings and loans operations. As a result, the bank was renamed Banco Pactual
S.A. In the same year, Pactual Overseas Corp. was incorporated to carry out our international activities.

In 1998, we acquired the Sistema group, a small financial services group composed of Banco
Sistema S.A. (currently BTG Pactual Corretora de Titulos De Valores Mobilidrios S.A.), Sistema Banking
Corp. Ltd. (a Cayman Islands subsidiary of Banco Sistema S.A. — which was renamed BTG Pactual
Banking Limited) and Sistema Leasing S.A. (currently BTG Pactual Servicos Financeiros S.A. DTVM).
During this time many members of our current Senior Management Team became our Partners.

The period from 2000 to 2005 was essential to the expansion of our various business units. During
these years several companies were created, including:

e BTG Pactual Asset Management S.A. Distribuidora de Titulos e Valores Mobilidrios, a
subsidiary created to segregate the asset management business unit;

e BTG Pactual Corretora de Mercadorias Ltda., a dedicated commodities and future broker-
dealer;

e BTG Pactual Corretora de Titulos e Valores Mobiliarios S.A., a securities broker-dealer;

e BTG Pactual Gestora de Recursos Ltda., which manages mutual funds and securities
portfolios; and

e BTG Pactual Securitizadora S.A., a non-financial institution engaged in the securitization of
real estate receivables.

Our current structure grants us increased cross-selling opportunities by enabling us to offer top-tier
capabilities across a full range of products and regions. Such opportunities also facilitated the growth of our
asset management and wealth management business units and the enhancement of our investment banking,
sales and trading and principal investments business units. At the same time, Brazil was achieving
economic stability and its prospects for growth were improving substantially. In this environment, we were
able to anticipate, and thereafter lead, the strong development of the Brazilian capital markets that began in
2004, in offering different products to investors interested in equity and debt securities of Brazilian
companies, and to have our asset and wealth management units benefit from the increasing wealth in Brazil.

In May 2006, UBS AG agreed to purchase us. Many of our principal Partners, including our CEO,
CFO and COO, were selling shareholders in that transaction and remained as the senior management of the
bank following the consummation of the sale in December 2006. We became “UBS Pactual,” the division
of UBS AG acting in all Latin American countries, and our CEO became CEO of all of UBS’s Latin
American operations. At the time of the acquisition, we were already a leading independent investment
bank and asset manager in Brazil.

In July 2008, a group of our key senior Partners left UBS Pactual with the goal of establishing a
new venture based on the same culture they had previously implemented at Banco Pactual S.A.
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This group of our key senior Partners, jointly with some former managing directors of UBS AG
and other executives with substantial experience acting in G-7 and emerging markets, including Brazil,
created BTGI in October 2008, a global investment business with offices in Sdo Paulo, Rio de Janeiro,
London, New York and Hong Kong.

BTGI had approximately US$1.3 billion in AUM (including proprietary and third party capital)
and more than 100 employees when its Partners signed a contract to acquire us (then Banco UBS Pactual
S.A.) and its subsidiaries on May 11, 2009. The transaction represented the return of many members of our
Senior Management Team to the bank, and reunited this team with many of their former partners who had
remained at the bank throughout the period following the sale to UBS AG. The transaction closed in
September 2009, creating the group now known as BTG Pactual.

In December 2010, we, together with BTGI, issued US$1.8 billion in capital to a consortium of
prestigious international investors and certain senior Partners. This issuance consisted of US$1.44 billion in
new shares issued by us and US$360.0 million in new BTGI limited partnership interests issued by BTGI,
representing an interest of approximately 18.65% in us and BTGI, respectively. This transaction represents
a significant step in our strategic development. The consortium brought an impressive group of investors to
us, consolidating and expanding our global network and coverage, providing our clients with unique access
to opportunities and resources in an increasingly globalized market.

In January 2011, we entered into an agreement to purchase 100% of the shares in Banco
PanAmericano S.A. held by Grupo Silvio Santos for R$450.0 million, representing a 37.64% stake in
Banco PanAmericano (composed of 51.00% of its voting shares and 21.97% of its non-voting shares). The
transaction was approved by the Central Bank and closed on May 27, 2011.

After registering Banco BTG Pactual S.A. as a foreign company in the Cayman Islands, on June
15, 2011 we completed a merger between Banco BTG Pactual S.A. and BTG Pactual Banking Limited, our
former subsidiary. As a result of the merger, BTG Pactual Banking Limited ceased to exist, and Banco
BTG Pactual S.A. received a Category “B” Banking License and a Trust License from the Cayman Islands
Monetary Authority. The transaction resulted in the conversion of BTG Pactual Banking Limited into our
Cayman Islands Branch.

In April 2012, the BTG Pactual Group completed its initial public offering of units on the
BM&FBOVESPA and Alternext Amsterdam.
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Our Organizational Structure

The diagram below depicts our simplied ownership structure. For information regarding our
principal subsidiaries, see "Business—Subsidiaries."
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THE OFFERING

The following is a brief summary of the terms and conditions of the Notes and is subject to and
qualified in its entirety by the section “Terms and Conditions of the Notes” in this Offering Memorandum
and the Trust Deed relating thereto. Terms which are defined in other sections of the Offering
Memorandum or in the Terms and Conditions of the Notes have the same meaning when used in this
summary.

ISSuer ........coooovviiiiiiiiieieeee Banco BTG Pactual S.A., acting through its principal office in
Brazil or its Cayman Islands Branch.

Description ............ccooceevvieeiieiiiiennen, Global Medium-Term Note Programme.
AYTanger..........cccocevvevienieenennieneenne, BTG Pactual US Capital LLC.
Dealers........cocoovviviiniiniininciicnce, BTG Pactual US Capital LLC.

The Issuer may from time to time terminate the appointment of
any Dealer under the Programme or appoint additional dealers
either in respect of one or more Tranches or in respect of the
whole Programme. References in this Offering Memorandum to
“Permanent Dealers” are to the persons listed above as
continuing Dealers and to such additional persons that are
appointed as continuing Dealers in respect of the Programme
(and whose appointment has not been terminated) and to
“Dealers” are to all Permanent Dealers and all persons appointed
as a dealer in respect of one or more Tranches.

Trustee..........ccoocvieiinieiieiiceceeee, Deutsche Trustee Company Limited.
London Paying Agent.......................... Deutsche Bank AG, London Branch.
Principal Paying Agent ....................... Deutsche Bank AG, London Branch or such other Principal

Paying Agent as specified in the relevant Final Terms.

Paying Agents ...........ccocovveveeiiiennnnns The London Paying Agent, Deutsche Bank Luxembourg S.A.,
Deutsche Bank Trust Company Americas and any other Paying
Agent as specified in the relevant Final Terms.

Registrars ............ccccocenininniencncnnenn. Deutsche Bank Trust Company Americas (the “U.S. Registrar’)
and Deutsche Bank Luxembourg S.A. (the “European
Registrar”), as specified in the relevant Final Terms.

Transfer Agents .............ccccoevvereennnee. Deutsche Bank AG, London Branch, Deutsche Bank
Luxembourg S.A., Deutsche Bank Trust Company Americas and
any other Transfer Agent as specified in the relevant Final Terms.

Calculation Agent..............ccoeeveeenneene Deutsche Bank AG, London Branch.

Final Terms.........cccccoceeviienvinniiiennens The issue price, issue date, maturity date, nominal amount,
interest rate (if any) applicable to any Notes and any other
relevant provisions of such Notes will be agreed between the
Issuer and the relevant Dealer(s) at the time of agreement to issue
such Notes and will be specified in the relevant Final Terms. The
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Maturities.......

Issue Price .....

Method of Issue...............cooovvenvnnennennn.

Form of Notes

Final Terms will, for the purposes of each Series and Tranche,
complete the Terms and Conditions of the Notes and this
Offering Memorandum and must be read in conjunction with this
Offering Memorandum.

Subject to compliance with all relevant laws, regulations and
directives, any currency as may be agreed between the Issuer and
the relevant Dealer(s).

Up to US$3,000,000,000 (or its equivalent in other currencies
calculated as set out herein) aggregate nominal amount of Notes.
Under the Dealer Agreement, the nominal amount of Notes
which may be issued under the Programme may be increased,
subject to the satisfaction of certain conditions set out therein.
For the purpose of calculating the aggregate nominal amount of
Notes outstanding, Notes issued at a discount shall be treated as
having been issued at their accrued original issue discount
calculated by reference to the amortization yield formula as
specified in the relevant Final Terms or, if none is specified in the
relevant Final Terms, their face amount and Notes issued at a
premium shall be treated as having been issued at the amount of
their net proceeds received by the Issuer.

Subject to compliance with all relevant laws, regulations and
directives, any maturity from 30 days or such other minimum
maturity as may be allowed or required from time to time by the
relevant central bank (or equivalent body (however called)) or
any laws or regulations applicable to the relevant currency or
currencies.

Notes may be issued at their nominal amount or at a discount to
or premium over their nominal amount.

The Notes will be issued in series (each a “Series”) having one or
more issue dates and on terms otherwise identical (or identical
other than in respect of the first payment of interest), the Notes of
each Series being intended to be interchangeable with all other
Notes of that Series. Each Series may be issued in tranches (each
a “Tranche”) on the same or different issue dates. The specific
terms of each Tranche (which will be supplemented, where
necessary, with supplemental terms and conditions and, save in
respect of the issue date, issue price, first payment of interest and
nominal amount of the Tranche, will be identical to the terms of
other Tranches of the same Series) will be set out in the relevant
Final Terms.

The Notes may be issued in the form of Bearer Notes or
Registered Notes, as specified in the relevant Final Terms.

Subject as provided below, each Series of Bearer Notes will be
represented on issue by a Temporary Global Note if (i) definitive
Notes are to be made available to Noteholders following the
expiry of 40 days after their issue date or (ii) such Notes have an
initial maturity of more than one year and are being issued in
compliance with the D Rules (as defined in “Summary—The
Offering—Selling Restrictions”), otherwise such Series will be
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Clearing Systems ....

Initial Delivery of Notes ......................

Denomination..........

Fixed Rate Notes.....

Floating Rate Notes

represented by a permanent Global Note.

Each Series of Registered Notes will be represented on issue by
an Unrestricted Global Note and/or a Restricted Global Note.

Euroclear and Clearstream, Luxembourg for Bearer Notes,
Euroclear, Clearstream, Luxembourg and DTC for Registered
Notes.

On or before the issue date for each Tranche, the Temporary
Global Note or Global Note representing Bearer Notes may be
deposited with a common depositary for FEuroclear and
Clearstream, Luxembourg or the Unrestricted Global Note and/or
Restricted Global Note representing Registered Notes may be
registered in the name of and deposited with a nominee of a
common depositary for Euroclear and Clearstream, Luxembourg
or a nominee of DTC. Notes may also be deposited with any
other clearing system or may be delivered outside any clearing
system provided that the method of such delivery has been
agreed in advance by the Issuer, the Trustee and the relevant
Dealer. Registered Notes that are to be credited to one or more
clearing systems on issue will be registered in the name of
nominees or a common nominee for such clearing systems.

Notes will be in such denominations as may be agreed between
the Issuer and the relevant Dealer(s) and specified in the relevant
Final Terms, save that (i) unless otherwise permitted by then-
current laws and regulations, Notes (including Notes
denominated in Sterling) which have a maturity of less than one
year and in respect of which the issue proceeds are to be accepted
by the Issuer in the United Kingdom or whose issue otherwise
constitutes a contravention of section 19 of the Financial Services
and Markets Act 2000 (the “FMSA”) will have a minimum
denomination of £100,000 (or its equivalent in other currencies)
and be issued only to a class of professional investors; and
(i1) Registered Notes resold pursuant to Rule 144A shall be in
denominations of not less than US$200,000 (or its equivalent
rounded upwards as agreed between the Issuer and the relevant
Dealer(s)) or higher integral multiples of US$1,000.

Fixed interest will be payable in arrear on the date or dates in
each year specified in the relevant Final Terms.

Floating Rate Notes will bear interest determined separately for
each Series as follows:

(i) on the same basis as the floating rate under a notional interest
rate swap transaction in the relevant Specified Currency
governed by an agreement incorporating the 2006 ISDA
Definitions, as published by the International Swaps and
Derivatives Association, Inc. or

(i1) by reference to LIBOR, LIBID, LIMEAN or EURIBOR (or

such other benchmark as may be specified in the relevant Final
Terms) as adjusted for any applicable margin.
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Zero Coupon Notes.............ccoeeveneennenn.

Dual Currency Notes.............cccc........

Index Linked Notes............ccccuvvveeeenn.

Interest Periods

Redemption.......

Other Notes......

and Interest Rates....

Optional Redemption..........................

Status of Notes .

Negative Pledge

Floating Rate Notes may have a maximum interest rate, a
minimum interest rate or both.

Zero Coupon Notes do not bear interest but will ordinarily be
issued at a discount to their nominal amount. The amount payable
on early redemption of a Zero Coupon Note will be specified in
the relevant Final Terms.

Payments (whether in respect of principal or interest and whether
at maturity or otherwise) in respect of Dual Currency Notes will
be made in such currencies, and based on such rates of exchange
as may be specified in the relevant Final Terms.

Payments of principal in respect of Index Linked Redemption
Notes or of interest in respect of Index Linked Interest Notes will
be calculated by reference to such index and/or formula as may
be specified in the relevant Final Terms.

The length of the interest periods for the Notes and the applicable
interest rate or its method of calculation may differ from time to
time or be constant for any Series. Notes may have a maximum
interest rate, a minimum interest rate, or both. The use of interest
accrual periods permits the Notes to bear interest at different
rates in the same interest period. All such information will be set
out in the relevant Final Terms.

The relevant Final Terms will specify the basis for calculating the
redemption amounts payable. Unless permitted by then-current
laws and regulations, Notes (including Notes denominated in
Sterling) which have a maturity of less than one year and in
respect of which the issue proceeds are to be accepted by the
Issuer in the United Kingdom or whose issue otherwise
constitutes a contravention of section 19 of the FMSA must have
a minimum redemption amount of £100,000 (or its equivalent in
other currencies) and be issued only to a limited class of
professional investors.

Terms applicable to high interest Notes, low interest Notes, step-
up Notes, step-down Notes, reverse dual currency Notes, optional
dual currency Notes, partly paid Notes and any other type of
Note that the Issuer and any Dealer or Dealers may agree to issue
under the Programme will be set out in the relevant Final Terms.

The Final Terms issued in respect of each issue of Notes will
state whether such Notes may be redeemed prior to their stated
maturity at the option of the Issuer (either in whole or in part)
and/or the Noteholders, and if so, the terms applicable to such
redemption.

All Notes issued under the Programme will be direct,
unconditional, unsecured and unsubordinated obligations of the
Issuer ranking at all times pari passu and without any preference
among themselves.

So long as any Notes remain outstanding, the Issuer will not
create or permit to subsist any mortgage, pledge, lien,
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Early Redemption..

Withholding Tax....

Governing Law ......

Ratings........c..c..c.....

Listing.......cccccecc...

Selling Restrictions

hypothecation or other security interest, other than Permitted
Security, over the whole or any part of its undertaking or assets,
present or future, to secure any of its Public External
Indebtedness without, at the same time or prior thereto, securing
the Notes equally and ratably therewith.

Each of the terms “Public External Indebtedness” and “Permitted
Security” is defined in “Terms and Conditions of the Notes—
Negative Pledge.”

Except as provided in “Optional Redemption” above, Notes will
be redeemable at the option of the Issuer prior to maturity only
for tax reasons. See “Terms and Conditions of the Notes—
Redemption and Purchase.”

All payments of principal and interest in respect of the Notes will
be made free and clear of withholding or deduction for or on
account of taxes of Brazil or the Cayman Islands or any other
jurisdiction from or through which payments under the Notes are
made, unless such withholding or deduction is required by law
and subject to customary exceptions (including the ICMA
standard EU exception), all as described in “Terms and
Conditions of the Notes—Taxation.”

The Notes and any non-contractual obligations arising out of or
in connection with the Notes will be governed by, and construed
in accordance with, English law.

The rating of certain series of Notes to be issued under the
Programme may be specified in the applicable Final Terms.

Application has been made for the Notes issued under the
Programme to be listed on the Official List of the Luxembourg
Stock Exchange and to be admitted to trading on the Euro MTF
market. However, Notes may be issued under the Programme
which will not be listed on the Official List of the Luxembourg
Stock Exchange or trade on the Euro MTF Market. The relevant
Final Terms will specify whether or not Notes of the relevant
Series will be listed on the Official List of the Luxembourg Stock
Exchange or on any other stock exchange and/or markets.

United States, United Kingdom, the European Economic Area,
the Cayman Islands and Brazil. See “Subscription and Sale.”

Each Series of Bearer Notes will be issued in compliance with
U.S. Treas. Reg. §1.163-5(c)(2)(i)(D) (the “D Rules”) unless (i)
the relevant Final Terms states that Notes are issued in
compliance with U.S. Treas. Reg. §1.163-5(c)(2)(i)(C) (the “C
Rules”) or (ii) the Notes are issued other than in compliance with
the D Rules or the C Rules but in circumstances in which the
Notes will not constitute “registration required obligations” under
the United States Tax Equity and Fiscal Responsibility Act of
1982, or TEFRA, which circumstances will be referred to in the
relevant Final Terms as a transaction to which TEFRA is not
applicable.
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Transfer Restrictions...

Tax Considerations......

ERISA Considerations

There are restrictions on the transfer of Registered Notes sold
pursuant to Rule 144A or in reliance on Regulation S under the
Securities Act. See “Transfer Restrictions.”

For a discussion of certain Brazilian, Cayman Islands, European
and United States federal income tax considerations regarding the
acquisition, ownership and disposition of the Notes, see
“Taxation.”

The Notes should not be acquired by an “employee benefit plan”
(as defined in Section 3(3) of the U.S. Employee Retirement
Income Security Act of 1974, as amended, or ERISA) that is
subject to Title I of ERISA, a “plan” (as defined in Section
4975(e)(1) of the U.S. Internal Revenue Code of 1986, as
amended, or the Code) that is subject to Section 4975 of the
Code, any non-U.S., governmental or church plan that is not
subject to such provisions of ERISA or the Code but is subject to
the provisions of any non-U.S. or U.S. federal, state or local law
that is substantially similar to the Title I of ERISA or Section
4975 of the Code (“Similar Law”), or any entity or account
whose assets are deemed to be assets of any such employee
benefit plan or plan, unless the purchase and holding of the Notes
by such plan, entity or account will not constitute or result in a
non-exempt prohibited transaction under ERISA or the Code or
similar violation of any applicable Similar Law. Each purchaser
and/or holder of Notes and each transferee thereof will be
deemed to have made certain representations as to its status under
ERISA, the Code and Similar Law. Potential purchasers should
read the sections entitled “Certain ERISA Considerations” and
“Transfer Restrictions.”
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SUMMARY FINANCIAL INFORMATION

The tables below set forth certain of our selected financial information as of and for the periods
indicated. You should read the information below in conjunction with our financial statements and related
notes and the sections “Presentation of Financial and Other Information,” “Selected Financial and
Operating Information” and “Management’s Discussion and Analysis of Financial Condition and Results
of Operations.”

Our balance sheet and income statement as of and for the years ended December 31, 2010, 2011
and 2012 are derived from and should be read in conjunction with our audited consolidated financial
statements as of and for the years ended December 31, 2010, 2011 and 2012, which are included elsewhere
in this Offering Memorandum.

The presentation of our audited income statement is based upon Brazilian GAAP and the
standardized framework established by the Central Bank, which our management believes is better suited
for the financial disclosure of commercial banks rather than investment banks like us. Our management
believes that the additional presentation of an adjusted income statement provides information which is
more consistent with the manner in which our publicly traded global investment banking competitors
present financial information to the market. Our adjusted income statement is not based on Brazilian GAAP,
IFRS, U.S. GAAP or any other generally recognized accounting principles and should not be construed as
segment information under IFRS 8 because our management does not rely on this information for decision-
making purposes.

Our unaudited adjusted income statement includes a revenues breakdown by business unit net of
funding costs and financial expenses allocated to such unit, and a reclassification of certain other expenses
and costs for the years ended December 31, 2010, 2011 and 2012. Our adjusted income statement is
derived from the same accounting information that generated accounting records used for preparing our
income statement in accordance with Brazilian GAAP for the years ended December 31, 2010, 2011 and
2012. The classification of the line items in our adjusted income statement, however, is unaudited and
materially differs from the classification of the corresponding line items in our income statement. See
“Presentation of Financial and Other Information—Our Unaudited Adjusted Income Statement.”

We have translated some of the real amounts included in this Offering Memorandum into U.S.
dollars. You should not construe these translations as representations that the amounts actually represent
these U.S. dollar amounts or could be converted into U.S. dollars at the rates indicated. Unless otherwise
indicated, we have translated the real amounts using a rate of R$2.0435 to US$1.00, the U.S. dollar selling
rate as of December 31, 2012, published by the Central Bank on its electronic information system,
SISBACEN, using transaction PTAX 800, option 5. See “Exchange Rates.”
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Selected Balance Sheet (Brazilian GAAP - audited)

Assets

Cash at banks ...........ooovviiiiiiieiiiiieccceeeeee e
Interbank investments...
Securities and derivative financial instruments.....
Interbank transactions...........ccccveeeeveeeeieeeeiieeeennns

Other receivables ............ccuoeenn.....
Securities trading and brokerage...
Other receivables ...
Other assets............
Permanent assetsS.........ceeeeeecuirieeeeeniiiiieeeeeeesireeeeeeeennees
Total assets

Liabilities and Shareholders’ equity

DEPOSILS .ttt
Open market funding
Funds from securities issued and accepted......................
Interbank transactions............c.cccccceeiiiniiieniiicincienne.
Loans and onlending
Derivative financial instruments .............cccceeceevereeneennen.
Securities trading and brokerage...........cccceeeevuereriennenne
Subordinated debts
Other labilities ........cecveverierinienienieieeeeeseeeeeeee e
Deferred inCOmMe ..........ooeveererienienieienieieseeeeeeeeeen
Non-controlling interest......
Shareholders’ equity ..........
Total liabilities and shareholders’ equity........cccceeuneee

As of December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)
1,522.8 517.3 552.2 270.2
25,209.3  19,583.0 23,968.9 11,729.3
36,061.8  42,893.9 74,202.7 36,311.6
134.1 876.7 475.0 2324
3,701.7 4,665.2 7,268.6 3,556.9
1,989.5 4,403.8 3,885.6 1,901.5
3,852.0 7,641.7 9,430.9 4,615.1
42.5 25.1 35.5 17.4
393.2 1,405.3 3,496.8 1,711.2
72,906.9 82,012.0 123,316.3 60,345.6
10,573.5  14,211.1 14,624.0 7,156.4
41,188.9  39,061.0 52,650.7 25,764.9
1,305.5 3,774.6 8,480.1 4,149.8
- - 0.3 0.1
155.3 919.7 1,904.7 932.1
2,165.7 2,953.8 8,063.7 3,946.0
9,542.6 7,930.0 14,575.6 7,132.7
- 4,158.3 6,246.1 3,056.6
2,348.5 2,419.9 6,469.6 3,165.9
24.3 31.5 111.9 54.8
— 212.2 88.1 43.1
5,602.6 6,339.8 10,101.5 4,943.2
72,906.9  82,012.0 123,316.3 60,345.6
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Income Statements (Brazilian GAAP - audited)

For the year ended December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)
3,575.2 6,050.1 8,582.9 4,200.1
327.2 945.6 1,333.6 652.6
2,698.3 4,589.1 6,773.2 3,314.5
480.9 225.0 296.4 145.0
Foreign exchange...........cccccevevueevennene 68.8 249.3 116.5 57.0
Mandatory investments..............c..c...... - 41.1 63.2 30.9
Financial expenses...............c.cccceeeee. (2,428.5) (4,549.6) (5,277.3) (2,582.5)
Funding operations ..........c..cecevevveeenene (2,458.9) (4,002.0) (4,227.7) (2,068.9)
Borrowing and onlending ..........c.ccecceeveeueenene. 374 (517.6) (581.3) (284.5)
Allowance for loan losses and other
TECEIVADIES .eveeiiieiiieiiee e (7.0) (30.0) (468.3) (229.2)
Net financial income 1,146.7 1,500.4 3,305.6 1,617.6
Other operating income (expenses) ............. 275.6 174.3 454.4 2224
Income from services rendered 803.0 1,107.6 2,219.2 1,086.0
Personnel eXpenses .........coccceeevenereenneneennenn. (227.7) (359.7) (605.7) (296.4)
Other administrative Xpenses ..........c..coceeee... (255.2) (355.5) (677.9) (331.7)
Tax Charges .......ccoevveeeerenenenececscscees (188.3) (286.0) (283.9) (138.9)
Equity in the earnings of associates and
jointly controlled entities ...........cccceecuerereennens - 3.5) 245.8 120.3
Other operating income.............cc.c....... 173.6 158.1 109.0 533
Other operating eXpenses...........c......... (29.8) (86.6) (552.1) (270.2)
Operating income..............c..ccccceenen. 1,422.3 1,674.9 3,760.0 1,840.0
Non-operating income (expense) 0.4) 9.2 (12.0) 5.9)
Income before taxation and profit
Sharing ........c.cocoevevieiinieeeeee, 1,421.9 1,684.1 3,748.0 1,834.1
Income tax and social contribution ............. (381.6) 199.2 (727.5) (356.0)
Provision for income taX.........ccccceeeveeevrennnnnne. (69.2) (116.6) (607.5) (297.3)
Provision for social contribution (39.7) (54.6) (285.7) (139.8)
Deferred tax assets.........ccovvveeevvveeecineeeeineeene, 272.7) 370.4 165.7 81.1
Statutory profit sharing................................ (229.4) (401.2) (938.2) (459.1)
Non-controlling interest.............c..cc..... - (5.0) (21.1) (10.3)
Net inCome ...........cccoeevevieeveniieieieeieseeeeenn, 810.9 1,477.1 2,061.2 1,008.7
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Adjusted Income Statement (Unaudited)

Investment BaAnKING.........cccuevieriirienierieieeietes ettt
Corporate 1ending ..........ceceveeriirienienieieeietes ettt
Sales and trading
ASSEt MANAZEINCIL ...covvenveenrireeteniieteeieereeteetesieenre st esaesseessesseestesmeesessnensenne
Wealth Management ........c.coeevuerieriiriiniinieienceeeeete et
PanAmericano.............
Principal investments ..
Interest and Other ...........ccoceverienenienenieieneeeeeee

Retention expenses .....
Salaries and benefits
Administrative and others
GOoOdWill AMOTtIZALION ......veeevieiieeeiieiee ettt e saeeteeseaeeveeeenas
Tax charges, other than iNCOME taX.........ccectererieririenieniereetere et
Total operating eXPenses .............c.ccccveeieerieeiiienieereenre e neeeeee e eseeenees
Income Defore taxes ..............coccovviieiiiiiiienieeeee e
Income tax and social contribution revenue (EXpense) .........ecceeveeeerverruenuenne

NELINCOME .........ooiiiiiiiiiiiieeeiee ettt e e e e e are e e e aaee e traeeenens

44

For the year ended December 31,

2010 2011 2012
(Unaudited - in R$ millions)

344.0 338.3 448.0
251.1 366.5 563.6
637.8 999.9 1,516.6
298.4 4432 1,190.2
103.5 144.5 201.7
0.0 (52.0) (244.5)
201.6 (111.2) 1,356.9
147.5 518.1 587.2
1,983.8 2,647.1 5,619.8
(232.0) 479.6) (1,168.6)
(53.3) (32.5) 5.9)
(159.8) (213.2) (326.0)
(207.9) (293.1) (837.1)
(8.4) (31.2) (467.4)
(129.5) (177.0) (241.4)
(791.0) (1,226.7) (2,746.4)
1,192.8 1,420.4 2,873.4
(381.9) 56.6 (812.2)
810.9 1,477.0 2,061.2




RISK FACTORS

Investing in the Notes involves a high degree of risk. You should carefully consider all of the
information set forth in this Offering Memorandum, including the risks described below, before making an
investment decision. If any of the following risks actually occurs, we will be adversely affected and you
could lose all or part of your investment. The risks described below are those that we currently believe may
adversely affect us. Additional risks and factors not currently known to us, or those that we currently deem
to be immaterial, may also adversely affect us.

For the purposes of this section, when we state that a risk, uncertainty or problem may, could or
will have an “adverse effect on us” or “will adversely affect us,” we mean that the risk, uncertainty or
problem could have an adverse effect on our business, financial condition, results of operations, cash flow,
liquidity and/or prospects and/or the trading price of the Notes, except as otherwise indicated.

Risks Relating to Our Business and Industry

We may incur significant losses from our trading and investment activities due to market fluctuations
and volatility.

We maintain large trading and investment positions in the fixed income, currency, commodity and
equity markets — both in Brazil and elsewhere, including in Europe. To the extent that we have long
positions in any of our assets in any of those markets, a downturn in those markets could result in losses
from a decline in the value of those long positions. Conversely, to the extent that we have short positions in
any of those markets, an upturn in those markets could expose us to potentially unlimited losses as we
attempt to cover our short positions by acquiring assets in a rising market. We may from time to time have
a trading strategy consisting of holding a long position in one asset and a short position in another, from
which we expect to earn revenues based on changes in the relative value of the two assets. Many of our
hedging strategies are based on trading patterns and correlations. If, however, the relative value of the two
assets changes in a direction or manner that we did not anticipate or against which we are not hedged, we
may realize a loss in those paired positions. Accordingly, our hedging strategies may not be fully effective
in mitigating our risk exposure in all market environments or against all types of risk. Unexpected market
developments could impact our hedging strategies in the future. In addition, we maintain substantial trading
and investment positions that can be adversely affected by the level of volatility in the financial markets
(i.e., the degree to which trading prices fluctuate over a particular period, in a particular market) regardless
of market levels.

We depend on our Senior Management Team and the departure of any member of this team could
adversely affect our ability to execute our business strategies and investment policies and continue to
grow.

We are dependent on our Senior Management Team (including André Santos Esteves) for the
development and the execution of our business strategies and investment policies, including the
management and operation of our businesses. Our future success depends to a significant extent on the
continued service of our Senior Management Team. We also rely on the network of business contacts and
the track records of these individuals.

Any member of our Senior Management Team may leave us to establish or work in businesses
that compete with ours. In addition, if any member of our Senior Management Team joins an existing
competitor or forms a competing firm, some of our clients could choose to use the services of that
competitor. There is no guarantee that the compensation arrangements and non-competition agreements we
have entered into with our Senior Management Team are sufficiently broad or effective to prevent them
from resigning in order to join or establish a competitor or that the non-competition agreements would be
upheld in a court of law if we were to seek to enforce our rights thereunder. See “Our Partnership—Partner
Non-Competition Agreements.” We also do not maintain key man life insurance for any member of our
Senior Management Team. In addition, the Central Bank recently issued Resolution 3,921, which regulates
and imposes limits on the remuneration of directors of financial institutions.
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Our ability to retain our professionals is critical to our success and our ability to grow and continue to
compete effectively may depend on our ability to attract additional Partners and key professionals.

Our most important asset is our people, and our continued success (including our ability to
compete effectively in our businesses) is highly dependent upon the efforts of all of our Partners (and, most
importantly, our Senior Management Team). As a result, our growth and future success depends to a
substantial degree on our ability to retain and motivate our Partners and other key professionals and to
strategically recruit, retain and motivate new talent, including new Partners and key professionals. However,
we may not be successful in our efforts to recruit, retain and motivate the required personnel as the market
for qualified investment professionals is extremely competitive. In addition, since January 1, 2012,
financial institutions and other institutions authorized to operate by the Central Bank are required to comply
with certain rules adopted by the Central Bank regarding the compensation of its directors. Our ability to
attract, retain and motivate such personnel is dependent on our ability to offer highly attractive incentive
opportunities. The incentives that we provide or offer to such personnel may not be effective to attract,
retain and motivate such personnel.

Holding large and concentrated positions may expose us to large losses.

We have committed substantial amounts of capital to our businesses such as arbitrage, market-
making, underwriting, lending and other trading and principal activities and may continue to do so in the
future. These types of businesses often require us to take large positions in the securities of a particular
issuer or issuers in a particular industry, country or region. Moreover, the trend in all major capital markets
is towards larger and more frequent commitments of capital in many of these activities. Holding large and
concentrated positions in any particular issuer may expose us to large losses that could adversely affect us.

Our securities and derivative financial instruments are subject to market price and liquidity variations
due to changes in economic conditions and may produce material losses that may adversely affect us.

Financial instruments and securities represent a significant amount of our total assets. Any realized
or unrealized future gains or losses from these investments or hedging strategies could have a significant
impact on our income. These gains and losses, which we account for when we sell or mark-to-market
investments in financial instruments, can vary considerably from one period to another. For example, we
enter into derivatives transactions to protect us against decreases in the value of the real (or any other
currency) or in interest rates and the real (or any other currency) instead increases in value or interest rates
increase, we may incur financial losses. We cannot forecast the amount of gains or losses in any future
period, and the variations experienced from one period to another, do not necessarily provide a meaningful
forward-looking reference point. Gains or losses in our investment portfolio may create volatility in net
revenue levels, and we may not earn a return on our consolidated investment portfolio, or on a part of the
portfolio in the future. Any losses on our securities and derivative financial instruments could adversely
affect us. In addition, any decrease in the value of these securities and derivatives portfolios may result in a
decrease in our capital ratios, which could impair our ability to engage in certain activities, such as lending
or securities trading, at the levels we currently anticipate, and may also adversely affect our ability to
continue to pursue our growth strategies.

Our investment banking revenues may decline in adverse market or economic conditions.

Unfavorable financial or economic conditions, both in Brazil and elsewhere, would likely reduce
the number and size of transactions in which we provide underwriting, mergers and acquisitions advisory
and other services. Unfavorable or uncertain economic and market conditions can be caused by: declines in
economic growth, business activity or investor or business confidence; limitations on the availability or
increases in the cost of credit and capital; increases in inflation, interest rates, exchange rate volatility,
default rates or the price of basic commodities; outbreaks of hostilities or other geopolitical instability;
corporate, political or other scandals that reduce investor confidence in capital markets; or a combination of
these or other factors.

Our investment banking revenues in the form of financial advisory and underwriting fees, are
directly related to the number and size of the transactions in which we participate and would therefore be
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adversely affected by a sustained market downturn — even if the market downturn was primarily outside of
Brazil. In particular, our results of operations would be adversely affected by a significant reduction in the
number or size of offerings which we underwrite.

Our investment banking advisory assignments do not necessarily lead to subsequent assignments.

Our clients generally retain us on a non-exclusive, short-term, assignment-by-assignment basis in
connection with specific investment banking transactions or projects, rather than under exclusive long-term
contracts. This is particularly true with respect to mandates to sell all or a significant portion of a client’s
business. Since these transactions and engagements do not necessarily lead to subsequent assignments, we
must constantly seek out new engagements, mainly when our current engagements are successfully
completed or are terminated. As a result, high activity levels in any period are not necessarily indicative of
continued high levels of activity in the subsequent or any other period. In addition, when an engagement is
terminated, whether due to the cancellation of a transaction as a result of market conditions or otherwise,
we may earn limited or no fees and may not be able to recuperate the costs that we incurred prior to such
termination.

Our asset management and wealth management business units may be affected by the poor investment
performance of our investment products.

Poor investment returns in our asset management and wealth management business units due to
underperformance (relative to our competitors or to benchmarks) by funds or accounts that we manage or
investment products that we design or sell, affects our ability to retain existing assets and to attract new
clients or additional assets from existing clients. This could adversely affect the management and
performance fees that we earn on assets under management.

We may generate lower revenues from asset and wealth management fees in a market downturn.

A market downturn could lead to a decline in the volume of transactions that we execute for our
clients and, therefore, the revenues we receive from our asset and wealth management operations could
decline. In addition, a market downturn may increase redemptions from clients migrating assets to more
traditional and less risky classes of assets or reduce the value of clients’ portfolios. Because the fees that we
charge for managing our clients’ portfolios are in many cases based on the value of those portfolios, any of
these factors could reduce the revenue we receive from our asset and wealth management operations.

We are seeking to expand our merchant banking and real estate investments but we may not be able to
successfully execute these investments or realize gains from these investments.

We are seeking to expand our portfolio of merchant banking and real estate investments by
making equity investments directly in, or setting up private equity and similar funds to invest in, various
companies and assets, including companies operating in the Brazilian real economy, infrastructure and real
estate sectors. BTGI is the vehicle for many of the principal investments of the BTG Pactual Group.
However, we also make certain of these principal investments and serve as the asset manager for our
private equity, infrastructure and real estate activities. Our ability to increase merchant banking investments
and real estate activities is subject to a number of uncertainties, including adverse market or economic
conditions, our ability to raise third party funds, competition from other investors, and the ability to identify
opportunities and negotiate terms with counterparties. In addition, less public information exists about
privately held companies, and we will be required to rely on the ability of our investment professionals to
obtain adequate information to evaluate the potential returns from investing in these companies. If we are
unable to obtain all material information about these companies, we may not be able to make a fully
informed investment decision, and we may lose our money or the money of our third-party investors on
such investments. It takes a substantial period of time to identify, negotiate and consummate attractive
merchant banking opportunities and to successfully identify and implement growth and managerial
strategies for our portfolio companies. These factors could affect our investment returns and the
performance fees we earn from third party investors.
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We intend to acquire control, joint control or minority positions in medium to large companies,
and some of them may require changes in their management or business model. We may have difficulties
in identifying attractive acquisition targets, or we may be unable to acquire desired businesses or assets on
economically acceptable terms. Overleveraged, distressed, underperforming or small regional or family-
owned businesses will also be considered. Such businesses will be subject to increased exposure to adverse
economic factors such as a significant rise in local interest rates, a severe downturn in the relevant
country’s economy or deterioration in the condition of such portfolio company or its industry. Also,
privately held companies frequently have less diverse product lines and smaller market presence than larger
competitors.

We expect the majority of our merchant banking and real estate investments to be in Brazil, but
may expand these activities to other countries, particularly following our recent acquisitions of Celfin and
Bolsa y Renta. We may be unable to replicate our previous success in these areas in Brazil in other
countries where we have less experience and a less extensive network of business contacts.

Because most of our merchant banking and real estate investments may be in securities that are not
publicly traded, the disposition process may take several years and the values realized may be unfavorable.
In certain market environments, such as times of market volatility or uncertainty, overall market liquidity
may decline and we may be unable to dispose of such securities, or we may have to sell assets at depressed
prices, which could adversely affect us. Our ability to sell securities may be impaired by other market
participants seeking to sell similar assets into the market at the same time. Accordingly, we may not be able
to realize gains from our merchant banking investments or receive performance fees from the private equity
infrastructure and real estate funds we manage and, consequently, we could be adversely affected. In
addition, any gains that we do realize on the disposition of any equity interest may not be sufficient to
offset any other losses we experience.

We are vulnerable to disruptions and volatility in the global financial markets as well as to government
action intended to alleviate the effects of the recent financial crisis.

The global financial markets deteriorated sharply beginning in the second half of 2008, resulting
in a credit and liquidity crisis that began to ease following the second quarter of 2009. A number of major
financial institutions, including some of the largest global commercial banks, investment banks, mortgage
lenders, mortgage guarantors and insurance companies, experienced significant difficulties. In particular,
banks in many markets faced decreased liquidity or a complete lack of liquidity, rapid deterioration of
financial assets on their balance sheets and resulting decreases in their capital ratios that severely
constricted their ability to engage in further lending activity. We routinely transact with such institutions as
trading counterparties in various agreements and contracts in the financial services industry, as well as
brokers and dealers, commercial banks, investment banks, mutual and hedge funds, and other institutional
clients. If significant financial counterparties continue to experience liquidity problems or the financial
services industry in general is unable to fully recover from the effects of the crisis, it could have an adverse
effect on us.

In addition, the financial condition of our borrowers has, in some instances, been adversely
affected by the financial and economic crisis, which has in turn increased our non-performing loans,
impaired our loans and other financial assets and resulted in decreased demand for borrowings in general.
In addition, some of our counterparties may also suffer losses as a result of the debt crisis in Europe. In
addition, European financial markets have experienced volatility and have been adversely affected by
concerns about rising government debt levels, credit rating downgrades, and possible default on or
restructuring of government debt. These events have caused bond yield spreads (the cost of borrowing debt
in the capital markets) and credit default spreads the cost of purchasing credit protection) to increase, most
notably in relation to euro zone countries. The governments of several member countries of the European
Union (“EU”) have experienced large public budget deficits, which have adversely affected the sovereign
debt issued by those countries and may ultimately lead to declines in the value of the euro. Austerity
program implemented to address these concerns may lead to potential instability for these countries, further
impacting European and global markets. It is possible that countries that have already adopted the euro
could abandon the euro and return to a national currency, or that the euro will cease to exist as a single
currency in its current form, or both. The exit of any country out of the EU or the abandonment by any
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country of the euro would likely have an extremely destabilizing effect on all euro zone countries and their
economies and negatively affect the global economy as a whole. Such events could negatively affect our
business opportunities in Europe and increase portfolio losses and other risks. Additional disruption and
volatility in the global financial markets could have further negative effects on the financial and economic
environment. In addition, a prolonged economic downturn would result in a general reduction in business
activity and a consequent loss of income. Any such ongoing disruption or reduction in business activity
could have an adverse effect on us.

We are exposed to certain risks that are particular to emerging and other markets.

In conducting our businesses in Brazil, as well as other emerging markets, we are subject to
political, economic, legal, operational and other risks that are inherent to operating in these countries. These
risks range from difficulties in settling transactions in emerging markets due to possible nationalization,
expropriation, price controls and other restrictive governmental actions. We also face the risk that exchange
controls or similar restrictions imposed by foreign governmental authorities may restrict our ability to
convert local currency received or held by us in their countries into U.S. dollars or other currencies, or to
take those dollars or other currencies out of those countries.

Changes in base interest rates by the Central Bank could adversely affect us.

A significant portion of our business is conducted in Brazil, where the Central Bank’s Monetary
Policy Committee (Comité de Politica Monetdria), or COPOM, establishes the target base interest rate for
the Brazilian banking system, and uses changes in this rate as an instrument of monetary policy. The base
interest rate is the benchmark interest rate payable to holders of certain securities issued by the Brazilian
government and traded in the Special System for Settlement and Custody (Sistema Especial de Liquidagdo
e Custodia), or SELIC. In recent years, the base interest rate, or the SELIC rate, has fluctuated, reaching
approximately 45% per annum in March 1999 and falling to 15.25% per annum in January 2001. Since
2001, the Central Bank has frequently adjusted the SELIC rate, with several increases made in response to
economic uncertainties. In 2006, the Central Bank gradually reduced the SELIC rate, which reached
11.25% as of December 31, 2007. Largely in response to accelerating economic activity, the COPOM
began raising the target SELIC rate again and in September 2008, the SELIC rate was 13.75%. However, as
a response to the 2008 global financial crisis, the COPOM lowered the target SELIC rate in 2009 and, as of
December 31, 2009, the SELIC rate was 8.75%. Following the improvement in economic conditions in
Brazil during 2010, the COPOM increased the target SELIC rate and, as of December 31, 2010, the SELIC
rate was 10.75%. In 2011, the COPOM continued to increase the SELIC rate, which reached 11.0% as of
December 31, 2011. During 2012, COPOM reversed the recent increases to the SELIC rate, and as of
December 31, 2012, the SELIC rate reached 7.25%.

Increases in the base interest rate typically enable us to increase financial margins. However, these
increases could adversely affect us by, among other effects, reducing demand for our credit and investment
products, increasing our cost of funds and increasing the risk of client default. Decreases in the base interest
rate could also adversely affect us by, among other effects, decreasing the interest income we earn on our
interest-earning assets and lowering margins.

Our ability to expand internationally will depend on our ability to compete successfully with financial
institutions overseas.

We believe that there are attractive opportunities for selective expansion outside Brazil, as
evidenced by our recent acquisitions of Celfin and Bolsa y Renta. In order to take advantage of these
opportunities, we will have to compete successfully with financial institutions and asset and wealth
managers based in important non-Brazilian markets, particularly in Latin America, the United States,
Europe and Asia. Some of these institutions are larger, better capitalized and have a stronger local presence
and a longer operating history in these markets than we do. We cannot assure you that our strategy of
expanding internationally will be successful.
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We may not be able to successfully execute strategic acquisitions or realize expected benefits from
acquisitions.

We have engaged in a number of mergers and acquisitions in the past and may make further
acquisitions in the future as part of our growth strategy in the Brazilian financial services industry. Recent
transactions include our May 2011 acquisition of a co-controlling interest in Banco PanAmericano, our
recent acquisitions of WTorre Properties S.A., BFRE, Celfin and Bolsa y Renta.

We may have difficulties in identifying attractive acquisition targets or we may be unable to
acquire desired businesses or assets on economically acceptable terms. In addition, the acquisitions we
make may expose us to risks of unknown obligations or contingencies of the acquired companies or assets
incurred prior to their acquisition. The due diligence we perform to evaluate the legal and financial
condition of the companies to be acquired, as well as any contractual guarantees or indemnities we receive
from the sellers of the target companies or businesses, may be insufficient to protect or indemnify us for
any contingencies that may surface. Any significant contingencies arising from acquisitions may harm our
activities and results. In addition, we may acquire companies that are not subject to independent external
audit, which may increase the risks relating to our acquisitions.

In addition, we could be adversely affected if we fail to successfully integrate the operations of our
acquired companies with our existing operations and thus do not realize the benefits we hope to achieve
from the integration of our acquisitions. For example, in the case of Celfin and Bolsa y Renta, the success
of such acquisitions will depend, among other factors, on our ability to retain their respective existing
senior and middle management teams and to successfully expand their respective current business lines to
include the full range of financial services and products that we currently offer in Brazil. As a result, we
may fail to successfully integrate either or both of Celfin’s and Bolsa y Renta’s operations with our
operations or achieve the expected cost savings and revenue generation arising from such integration in the
time frame we anticipate or at all. Generally, our inability to realize the benefit of any acquisition may be
due to a variety of factors, including our inability to implement our firm’s culture at the companies we
acquire, to integrate our respective back office operations with those of the companies we acquire, or to
carry out anticipated headcount reductions. It is possible that any acquisition could result in the loss of key
employees, the disruption of either our or any target’s ongoing business and inconsistencies in standards,
controls, procedures and policies. Moreover, the success of any acquisition will at least in part be subject to
a number of economic and other factors that are beyond our control.

We face enhanced risks as new business initiatives lead us to transact with a broader array of clients and
counterparties and expose us to new asset classes and new markets.

Strategic acquisitions and international expansion may bring us into contact, directly or indirectly,
with individuals and entities that are not within our traditional client and counterparty base and expose us to
new asset classes and new markets. Such activities may expose us to new and enhanced risks, including
risks associated with dealing with governmental entities, reputational concerns arising from dealing with
less sophisticated counterparties and investors or in connection with the manner in which these assets are
being operated or held, greater regulatory scrutiny of these activities, and increased credit-related,
sovereign and operational risks.

The financial services industry is intensely competitive.

The financial services industry is intensely competitive with significant participants that are local
entities as well as local offices or units of major international securities firms and we expect it to remain so.
We compete on the basis of a number of factors, including transaction execution, products and services,
innovation, reputation and price. We have experienced intense price competition in some of our businesses
in recent years, such as underwriting fees in equity offerings. We believe we may experience pricing
pressures in these and other areas in the future as some of our competitors may seek to obtain market share
by reducing prices. Because of the risk of increased competition, we cannot assure you that we will be able
to successfully execute our investment focus to create value for our unit holders or continue the pace of
growth or profitability that we have experienced historically.
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Specifically in relation to Brazil and certain other key Latin American markets, their attractiveness
appears to be increasing and this is likely to result in more competition. Depending on the segment, our
competitors may be substantially larger and have considerably greater financial, technical and marketing
resources than we do. We already face significant competition in all of our principal areas of operation
from other large Brazilian and international banks, both public and private. In recent years, the presence of
foreign banks in Brazil and certain other key Latin American markets has grown and competition in the
banking sectors and in markets for specific products has increased. We cannot assure you that we will be
able to grow or maintain our market share.

We face increased competition due to a trend toward consolidation.

The scale of our competitors has increased in recent years as a result of substantial consolidation
among companies in the investment banking industry. In addition, both in Brazil and elsewhere, a number
of large commercial banks and other broad-based financial services firms have established or acquired
financial advisory practices and broker-dealers or have merged with other financial institutions and/or asset
wealth managers. These firms have the ability to offer a wide range of products, from loans, deposit-taking
and insurance to brokerage, asset and wealth management and investment banking services, which may
enhance their competitive position. They also have the ability to support investment banking with
commercial banking, insurance and other financial services revenues in an effort to gain market share,
which could result in pricing pressure in our businesses, among others. In particular, the ability to provide
financing as well as advisory services has become an important advantage for some of our larger
competitors. An increase in competitive conditions may also adversely affect us as a result of, among other
factors, difficulties in trying to increase our client base and expand our operations, decreases in our profit
margins on our activities and increasing competitiveness for investment opportunities.

Our market, credit and operational risk management policies, procedures and methods may not be fully
effective in mitigating our exposure to unidentified or unanticipated risks.

Our market and credit risk management techniques and strategies, including our use of Value at
Risk, or VaR, and other statistical modeling tools, may not be fully effective in mitigating our risk exposure
in all economic market environments or against all types of risk, including risks that we fail to identify or
anticipate. Some of our qualitative tools and metrics for managing risk are based upon our use of observed
historical market behavior. We apply statistical and other tools to these observations to arrive at
quantifications of our risk exposures. These qualitative tools and metrics may fail to predict future risk
exposures. These risk exposures could, for example, arise from factors we did not anticipate or correctly
evaluate in our statistical models. This would limit our ability to manage our risks. Our losses thus could be
significantly greater than the historical measures indicate. In addition, our quantified modeling does not
take all risks into account. Our more qualitative approach to managing those risks could prove insufficient,
exposing us to material unanticipated losses. If existing or potential clients believe our risk management is
inadequate, they could take their business elsewhere. This could harm our reputation as well as our
revenues and profits. Other risk management methods depend upon evaluation of information regarding
markets, clients or other matters that is publicly available or otherwise accessible by us. This information
may not in all cases be accurate, complete, up-to-date or properly evaluated. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Risk Management.”

Although we regularly review our credit exposure to specific clients and counterparties and to
specific industries, countries and regions that we believe may present credit concerns, default risk may arise
from events or circumstances that are difficult to detect, such as fraud. We may also fail to receive full
information with respect to the trading risks of counterparties. In addition, in cases where we have extended
credit against collateral, we may find that we are under secured, for example, as a result of sudden declines
in market values that reduce the value of collateral.

Past performance may not be indicative of our future results.

We have included significant information in this Offering Memorandum relating to our past
financial performance and that of our affiliates. In considering the performance information contained
herein, you should bear in mind that past performance is not necessarily indicative of future results, and
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that there can be no assurance that we will achieve comparable results. Future conditions may require
actions that differ from those contemplated at this time. For example, from December 2006 through
September 2009, Banco BTG Pactual was owned by UBS AG, and managed in accordance with the
policies and management practices of UBS AG, which materially differs from our current managing model.
There may be differences between investors’ expectations and actual results because events and
circumstances frequently do not occur as expected, and those differences may be material and adverse. In
addition, general economic conditions, which are not predictable, can also have a material adverse impact
on the reliability of management’s projections. We may use the proceeds of our initial public offering and
any offering of Notes at a slower or faster rate than we have historically been able to deploy capital, which
may negatively affect our ability to create long-term value for our investors. Such different rates of using
funds are another reason we may not be able to achieve similar returns to the track record described in this
Offering Memorandum.

Additionally, reorganizing our business from a privately held group to a publicly traded group
may result in increased administrative, tax and regulatory scrutiny, costs and burdens that are not reflected
in the financial statements contained in this Offering Memorandum, which could adversely affect our
results of operations. In addition, as a publicly traded group, we will implement additional regulatory and
administrative procedures and processes for the purpose of addressing the standards and requirements
applicable to public companies. The costs of implementing and complying with these procedures and
processes may be significant.

Our adjusted income statement presented in this Offering Memorandum was not prepared in accordance
with Brazilian GAAP or IFRS, is not indicative of our results of operations and should not be considered
in isolation or as an alternative to the financial statements included in this Offering Memorandum.

In addition to our income statement derived from our financial statements, we have included in
this Offering Memorandum our adjusted income statement and a discussion of such adjusted income
statement. The classification of the line items in our adjusted income statement is unaudited and materially
differs from the classification of the corresponding line items in our income statement. See “Presentation of
Financial and Other Information—Financial Statements.” As a result, our adjusted income statement (i)
was not prepared in accordance with Brazilian GAAP nor IFRS, (ii) should not be presumed to be
operating segments under IFRS because our management does not rely on such information for decision-
making purposes, (iii) contains data about our business, operating and financial results that are not directly
comparable to the financial statements included in this Offering Memorandum and (iv) is not indicative of
our results of operations nor should not be considered in isolation or as an alternative to such financial
statements.

An inability to access financing or to sell assets could impair our liquidity.

We depend on continuous access to credit to finance our day-to-day operations. An inability to
raise long-term or short-term debt, or to engage in repurchase agreements or securities lending, could have
a substantial negative effect on our liquidity. Our access to credit in amounts adequate to finance our
activities could be impaired by factors that affect us in particular or the financial services industry in
general. For example, lenders could develop a negative perception of our long-term or short-term financial
prospects and restrict our access to financing if we incurred large trading losses, if the level of our business
activity decreased due to a market downturn, if regulatory authorities took significant action against us or if
we discovered that any of our personnel had engaged in unauthorized or illegal activity. Our ability to
borrow in the debt markets also could be impaired by factors that are not specific to us, such as a severe
disruption of the financial markets or negative views about the prospects for the investment banking,
securities or financial services industries generally.

In addition, we depend on inter-bank deposits as a principal source of unsecured short-term
funding for our operations. As of December 31, 2012, we had R$627.1 million of indebtedness related to
inter-bank deposits. Our liquidity depends to an important degree on our ability to refinance these
borrowings on a continuous basis. Banks that hold inter-bank deposits with us have no obligation to renew
these inter-banks deposits when the outstanding deposits mature. If we are unable to refinance these short-
term borrowings, we will be adversely affected.

52



If we are unable to borrow in order to meet our maturing liabilities, we may need to liquidate
assets. In certain market environments, such as times of market volatility or uncertainty, overall market
liquidity may decline. In a time of reduced liquidity, we may be unable to sell some of our assets, or we
may have to sell assets at depressed prices, which could adversely affect us. Our ability to sell our assets
may be impaired by other market participants seeking to sell similar assets into the market at the same time.

A reduction in our credit ratings could adversely affect our liquidity and competitive position and
increase our borrowing costs.

Our borrowing costs and our access to the debt capital markets depend significantly on our credit
ratings. These ratings are assigned by rating agencies, which may reduce or withdraw their ratings or place
us on “credit watch” with negative implications at any time. Credit ratings are also important to us when
competing in certain markets and when seeking to engage in longer-term transactions, including over-the-
counter derivatives. A reduction in our credit ratings could increase our borrowing costs and limit our
access to the capital markets. This, in turn, could reduce our earnings and adversely affect our liquidity.

We may suffer significant losses from our credit exposures.

We are exposed to the risk that third parties that owe us money, securities or other assets will not
perform their obligations. These parties include our trading counterparties, clients, clearing agents,
exchanges, clearing houses and other financial intermediaries as well as issuers whose securities we hold.
These parties may default on their obligations to us due to bankruptcy, lack of liquidity, operational failure
or other reasons. This risk may arise, for example, from holding securities of third parties; entering into
swap or other derivative contracts under which counterparties have long-term obligations to make
payments to us; executing securities, futures, currency or commodity trades that fail to settle at the required
time due to non-delivery by the counterparty or systems failure by clearing agents, exchanges, clearing
houses or other financial intermediaries; and extending credit to our clients through bridge or margin loans
or other arrangements.

In recent years, we have significantly expanded our swaps and other derivatives businesses and
placed a greater emphasis on providing credit and liquidity to our clients. Additionally, as part of our
brokerage business, we finance our client positions, and we could be held responsible for the defaults or
misconduct of our clients. We are also experiencing pressure from corporate clients that require credit
commitments in connection with investment banking and other assignments. As a result, our credit
exposures have increased in both amount and duration. The outstanding balance of our broader credit
portfolio, which consists mainly of loans, receivables, advances in foreign exchange contracts, securities
with credit exposures (including debentures, promissory notes, real estate bonds, investment funds of credit
receivables) and commitments (mainly letters of credit), increased from an average balance of R$2.1 billion
in 2009 to an average balance of R$26.0 billion in 2012. In addition, as competition in the financial
services industry has increased, we have experienced pressure to assume longer-term credit risk, extend
credit against less liquid collateral and price more aggressively the credit risks that we take.

The ability of borrowers to meet their obligations on schedule is directly related to their
operational and financial performance. An economic crisis such as the world financial crisis in 2008 and
the European sovereign debt crisis in 2010 through 2012, or low economic performance, may also increase
the number of defaulting borrowers. The increase in the number of defaulting borrowers within our credit
portfolio may increase the losses resulting from loans and adversely affect us.

Defaults by other financial institutions could adversely affect financial markets generally and us
specifically.

The commercial soundness of many financial institutions may be closely interrelated as a result of
credit, trading, clearing or other relationships between the institutions. As a result, concerns about, or a
default by, one institution could lead to significant liquidity problems or losses in, or defaults by, other
institutions. This is sometimes referred to as “systemic risk” and may adversely affect financial
intermediaries, such as clearing agencies, clearing houses, banks, securities firms and exchanges, with
which we interact on a daily basis.
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We may experience increases in our level of past due loans as our portfolio of credit products and
derivatives increases.

We intend to grow our portfolio of credit products and derivatives. Growth of this portfolio may
initially reduce our ratio of past due loans to total loans until growth slows or the portfolio becomes more
seasoned. When the portfolio is seasoned, we may experience an increase in the absolute level of past due
loans. This may result in increases in our loan loss provisions, charge-offs and the ratio of past due loans to
total loans. In addition, as a result of our intention to increase our portfolio, our historic loan loss
experience may not be indicative of our future loan loss experience.

We are subject to several operating risks inherent to our businesses.

Our businesses are highly dependent on our ability to process and monitor efficiently and
accurately, on a daily basis, a very large number of transactions, many of which are highly complex, across
numerous and diverse markets in many currencies. These transactions, as well as the information
technology services we provide to clients, often must adhere to jurisdiction and client-specific guidelines,
as well as legal, tax and regulatory standards. Our management of operational, legal, tax and regulatory risk
requires, among other things, policies and procedures to record properly and verify a large number of
transactions and events, and these policies and procedures may not be fully effective.

Despite the resiliency plans and facilities we have in place, our ability to conduct business may be
adversely impacted by a disruption in the infrastructure that supports our businesses and the communities in
which we are located. This may include a disruption involving electrical, communications or computer
systems, internet, transportation, security systems or other services used by us or third parties with which
we conduct business. If any of these infrastructure devices do not operate properly or are disabled, we
could suffer financial loss, a disruption of our businesses, liability to clients, regulatory intervention or
reputational damage. The inability of these devices to accommodate an increasing volume of transactions
could also constrain our ability to expand our businesses. Losses can also result from inadequate personnel,
inadequate or failed internal control processes and systems, information systems failures or external events
that interrupt normal business operations such as terrorist acts, natural disasters and sabotage. We face the
risk that the design of our controls and procedures for mitigating operational risk proves to be inadequate or
is circumvented.

Industry consolidation, whether among market participants or financial intermediaries, increases
the risk of operational failure as disparate complex systems need to be integrated, often on an accelerated
basis. Furthermore, the interconnectivity of multiple financial institutions with central agents, exchanges
and clearing houses increases the risk that an operational failure at one institution may cause an industry-
wide operational failure that could adversely affect us.

Legal and regulatory risks are inherent and substantial in our businesses.

Substantial legal liability or a significant regulatory action against us could cause significant harm
to our reputation or otherwise adversely affect us, which in turn could seriously harm our business
prospects. We face significant legal risks in our businesses and the volume and amount of damages claimed
in litigation against financial intermediaries are increasing. These risks include potential liability under
securities and related laws for materially false or misleading statements made in connection with securities
and other transactions, potential liability for the “fairness opinions” and other advice we provide to
participants in corporate transactions and disputes over the terms and conditions of complex trading
arrangements. We also face the possibility that counterparties in complex or risky trading transactions will
claim that we failed to disclose the risks or that they were not authorized or permitted to enter into these
transactions with us and that their obligations to us are not enforceable. We are increasingly exposed to
claims for recommending investments that can be considered inconsistent with a client’s investment
objectives or engaging in unauthorized or excessive trading. During a prolonged market downturn, we
would expect these types of claims to increase. See “Management Discussion and Analysis of Financial
Condition and Results of Operations—Risk Management—Legal and Regulatory Risk.” For a discussion of
other legal proceedings in which we are involved, see “Business—Legal Matters.”

54



Extensive regulation of our businesses may limit our activities and negatively affect us.

The financial services industry is subject to extensive regulation, both in Brazil and elsewhere and,
in many jurisdictions, increasing scrutiny from tax authorities and tax policy makers. See “Management
Discussion and Analysis of Financial Condition and Results of Operations—Risk Management.” We are
subject to regulation by governmental and self-regulatory organizations in all jurisdictions in which we
operate. The requirements imposed by our regulators are designed to ensure the integrity of the financial
markets and to protect clients and other third parties and are not designed to protect our investors.
Consequently, these regulations often serve to limit our activities, including through net capital
requirements, client protection and market conduct requirements. We face the risk of significant
intervention by regulatory authorities, including extended investigation and surveillance activity, adoption
of costly or restrictive new regulations and judicial or administrative proceedings that may result in
substantial penalties. Among other things, we could be fined or prohibited from engaging in some of our
business activities. In addition, recent market disruptions have led to numerous proposals for significant
additional regulation of the financial services industry. These regulations could further limit our business
activities, increase compliance costs and, to the extent the regulations strictly control the activities of
financial services firms, make it more difficult for us to distinguish ourselves from competitors.

Specifically, the Brazilian financial markets are subject to extensive and continuous regulatory
review by the Brazilian government, principally by the Central Bank and the CVM, and self-regulatory
organizations. We have no control over these regulations, which govern all aspects of our operations,
including regulations that impose:

e minimum capital requirements;

e compulsory deposit and/or reserve requirements;

e requirements for investments in fixed rate assets;

e lending limits and other credit restrictions, including compulsory allocations;

e limits and other restrictions on fees;

e limits on the amount of interest banks can charge or the period for capitalizing interest;
e accounting and statistical requirements; and

e other requirements or limitations imposed in the context of the global financial crisis.
The Central Bank also must approve certain acts by Brazilian financial institutions.

In addition, some of our subsidiaries are also subject to regulation under U.S. federal and state law
and United Kingdom laws, which impose, among other things, minimal standards for different areas of
operation, including operational, market, counterparty and other risk assessment, regulatory capital
requirements, conduct of business requirements and internal systems and controls with regard to market
abuse and insider dealing, among others. Failure to comply with these standards could result in the
application of fines or other sanctions, including the suspension or revocation of the licenses of these
subsidiaries or their liquidation.

Misconduct by our personnel could harm us and is difficult to detect and deter.

There have been a number of highly publicized cases involving fraud or other misconduct by
individuals involved in the financial services industry in recent years and we run the risk that such
misconduct could occur and harm our business. Misconduct by individuals working for us could occur in
the future. For example, these risks could include binding us to transactions that exceed authorized limits or
present unacceptable risks, or hiding from us unauthorized or unsuccessful activities, which, in either case,
may result in unknown and unmanaged risks or losses. These risks could also include unauthorized
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breaches of the existing regulatory, tax and administrative procedures and processes or of the additional
procedures and processes which we will implement for the purpose of addressing the standards and
requirements applicable to public companies. Such misconduct could also involve the improper use or
disclosure of confidential information, which could result in sanctions and serious reputational or financial
harm. Any breach of our clients’ confidences as a result of such misconduct may impair our ability to
attract and retain clients. It is not always possible to deter such misconduct and the precautions we take to
detect and prevent this activity may not be effective in all cases.

Legal restrictions on our clients may reduce the demand for our services.

New laws or regulations or changes in enforcement of existing laws or regulations applicable to
our clients may also adversely affect us. For example, changes in antitrust enforcement could affect the
level of mergers and acquisitions activity and changes in regulation could restrict the activities of our
clients and, therefore, the services we provide to them.

Our inability to successfully implement our strategy relating to, or to realize the intended benefits from,
our recent acquisition of a co-controlling interest in Banco PanAmericano or Banco PanAmericano’s
acquisition of BFRE could have a material adverse effect on us.

There are significant risks associated with our acquisition of a co-controlling interest in Banco
PanAmericano, which was consummated on May 27, 2011.

Prior to the announcement of the transaction, Banco PanAmericano disclosed a series of
accounting inconsistencies which resulted in losses of approximately R$4.3 billion. We record the results
of operations from Banco PanAmericano using the equity method of accounting, pursuant to which our
share of Banco PanAmericano’s net income or net losses, as deducted by accumulated loss adjustments
relating to previous periods, is recognized in our income statement as equity in the earnings of associates
and jointly controlled entities. Banco PanAmericano recorded substantial adjustments to accumulated
losses in 2011. We recorded losses of R$27.2 million and R$160.3 million in connection with the Banco
PanAmericano equity pick-up for 2011 and 2012, respectively. There can be no assurance that Banco
PanAmericano will not generate net losses during 2013 or thereafter or that Banco PanAmericano’s
accumulated loss adjustments will not continue to adversely affect our results of operations relating to our
commercial banking activities.

In addition, although a substantial portion of Banco PanAmericano’s loan portfolio was sold prior
to our acquisition of the co-controlling interest in Banco PanAmericano, and Banco PanAmericano has
recorded significant provisions for loan losses, there can be no assurance that it will not suffer future loan
losses which exceed the amount of these provisions, which could have a material adverse effect on us.

Furthermore, as co-controlling shareholder of Banco PanAmericano, we may be required under
Brazilian law to make additional capital contributions if certain circumstances arise in which Banco
PanAmericano is considered by the Central Bank to be undercapitalized. For more information on Brazilian
banking regulations, see “Regulatory Overview—The Brazilian Financial System and Banking
Regulation.” For example, on January 18, 2012, Banco PanAmericano’s shareholders approved a capital
increase in an amount of up to R$1.8 billion, with an issue price of R$6.05 per share. We and CaixaPar
committed to exercise preemptive rights for an aggregate amount of R$1.335 billion, with our share
amounting to R$677.0 million. However, we agreed that, upon the request of TPG-Axon, we would
transfer part of our preemptive rights with respect to a total of R$182.0 million of our R$677.0 million
commitment. TPG-Axon elected to exercise such rights and, on April 17, 2012, subscribed for preferred
shares representing, after the capital increase, 12.0% of Banco PanAmericano’s preferred shares and 5.55%
of its total capital stock, thus reducing our capital contribution to R$495.4 million. Following such exercise,
we maintained our 51.0% equity interest in Banco PanAmericano’s common shares, and we and CaixaPar
continue to co-control Banco PanAmericano pursuant to the terms of a shareholders agreement which
establishes the conditions for our shared control.
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It is possible that the initiatives to return Banco PanAmericano to profitability, including through
the acquisition of BFRE, may not meet the expected results and that new capital injections at Banco
PanAmericano will be required. Any of these factors could have an adverse effect on us.

We co-control Banco PanAmericano with CaixaPar, which may have interests that differ from ours.

We have entered into a shareholder agreement with CaixaPar relating to our co-controlling interest
in Banco PanAmericano. Pursuant to the shareholder agreement, various decisions which impact the
business of Banco PanAmericano require the agreement of CaixaPar. CaixaPar may have economic
interests that differ from ours and may wish to act in a manner which is contrary to our strategy or
objectives. If we are unable to obtain the agreement of CaixaPar with respect to decisions that we consider
to be necessary, we may be unable to cause Banco PanAmericano to implement business strategies that we
believe to be in its best interests.

Risk Factors Relating to Brazil

The Brazilian government has exercised, and continues to exercise, significant influence over the
Brazilian economy. This influence, as well as Brazilian political and economic conditions, could
adversely affect us.

The Brazilian economy has been characterized by the significant involvement of the Brazilian
government, which often changes monetary, credit, fiscal and other policies to influence Brazil’s economy.
The Brazilian government’s actions to control inflation and effect other policies have involved depreciation
of the real, controls over remittance of funds abroad, intervention by the Central Bank to affect base
interest rates, among other measures. We have no control over and cannot predict what measures or
policies the Brazilian government may take in the future. We may be adversely affected by changes in
Brazilian government policies, as well as general economic factors, including, without limitation:

e banking regulations;

e growth or downturn of the Brazilian economy;

e the regulatory environment;

e inflation;

e interest rates;

e variations in exchange rates;

e decreases in wages and economic levels;

e increases in unemployment;

e exchange control policies;

e fiscal policy and changes in the tax law;

e liquidity of the domestic financial, capital and lending markets; and

e other political, diplomatic, social and economic developments in or affecting Brazil.

We cannot predict what future policies will be adopted by current or future Brazilian governments,
or whether these policies will result in adverse consequences to the Brazilian economy or cause an adverse

effect on us. In addition, possible political crises may affect the confidence of investors and the public in
general, which may result in economic deceleration and adversely affect us.
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Exchange rate instability may adversely affect us.

The Brazilian currency has been devalued frequently over the past three decades. Throughout this
period, the Brazilian government has implemented various economic plans and used various exchange rate
policies, including sudden devaluations, periodic mini-devaluations (during which the frequency of
adjustments has ranged from daily to monthly), exchange controls, dual exchange rate markets and a
floating exchange rate system. Although long-term depreciation of the real is generally linked to the rate of
inflation in Brazil, depreciation of the real occurring over shorter periods of time has resulted in significant
variations in the exchange rate between the real, the U.S. dollar and other currencies. The real appreciated
against the U.S. dollar by 20.5% in 2007. In 2008, as a result of the global financial crisis, the real
depreciated against the U.S. dollar by 24.2%. However, in 2009 and 2010, the real appreciated by 33.8%
and 3.5%, respectively, against the U.S. dollar. In 2011, the real depreciated by 11.9% against the U.S.
dollar. The real/U.S. dollar exchange rate reported by the Central Bank on December 31, 2011 was
R$1.8758 per U.S. dollar. In 2012, the real further depreciated by 8.5% against the U.S. dollar. The
real/U.S. dollar exchange rate reported by the Central Bank on December 31, 2012 was R$2.0435 per U.S.
dollar. We cannot assure you that the real will not continue to appreciate substantially or depreciate against
the U.S. dollar in the future. Our costs are principally denominated in reais. However, because a substantial
portion of our revenues is denominated in U.S. dollars, whereas our reporting currency is the real, we may
be adversely affected due to fluctuations in the value of the real against the U.S. dollar. For example,
changes in the relative value of the real and the U.S. dollar will result in realized and unrealized foreign
exchange gains and losses to the extent that we have assets and liabilities denominated in U.S. dollars or
these other currencies. Further, the depreciation of the real against the U.S. dollar may create additional
inflationary pressures in Brazil, which may negatively affect the Brazilian economy as a whole and cause
an adverse effect on us.

Inflation, and the Brazilian government’s measures to curb inflation, may contribute to economic
uncertainty in Brazil, adversely affecting us.

Brazil has historically experienced high rates of inflation. Inflation and certain actions taken by the
Brazilian government to curb it have had negative effects on the Brazilian economy, especially in the
period before 1995. Inflation, as measured by the IGP-M, reached 2.57% in 1993. Although Brazilian
inflation has substantially decreased since 1994, inflationary pressures still persist. Brazil’s inflation rate in
2007 and 2008 reached 7.75% and 9.81%, respectively, but, in 2009, Brazil experienced a deflation rate of
1.72% due to the effects of the financial global crisis in the end of 2008. In 2010 and in 2011, inflation
rates in Brazil were 11.32% and 5.10%, respectively, as a result of the economic growth momentum of the
Brazilian economy. In 2012, the inflation rate (IGP-M) in Brazil was 7.81%, mainly due to producer price
inflationary pressures, with higher contributions from food products, chemical products, petroleum refining
and pulp and paper.

The Brazilian government’s measures to control inflation have often included maintaining a tight
monetary policy with high interest rates, thereby restricting the availability of credit and reducing economic
growth. The COPOM has frequently adjusted the interest rate in situations of economic uncertainty and to
achieve objectives under the economic policy of the Brazilian government. Inflation, along with
government measures to curb inflation and public speculation about possible future government measures,
have had significant negative effects on the Brazilian economy, and contributed to economic uncertainty in
Brazil and heightened volatility in the Brazilian securities market, which may have an adverse effect on us.

If Brazil experiences substantial inflation or deflation in the future, we and our ability to comply
with our obligations may be adversely affected. Such pressures may also affect our ability to access foreign
financial markets and may lead to policies that may adversely affect the Brazilian economy and us. In
addition, we may not be able to adjust the prices we charge our clients to offset the impact of inflation on
our expenses, leading to an increase in our expenses and a reduction in our net operating margin.
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Our clients’ and counterparties’ ability to make timely payments may be restricted by liquidity
constraints in Brazil.

The Brazilian economy has been subject to a number of developments or conditions that have
significantly affected the availability of credit. External and internal factors, including the Russian
economic crisis of 1998, the Argentine economic crisis of 2001 and elections in Brazil in 2002 have from
time to time resulted in significant outflows of funds and reductions in the amount of foreign currency
being invested in Brazil, notwithstanding significant increases in interest rates designed to stem capital
outflow. Since 2008, the continuation of the economic crisis in Europe, particularly in Greece, Spain, Italy
and Portugal has gradually reduced investor confidence globally, as did the earthquake in Japan, the
downgrade of the U.S. long-term sovereign credit rating by Standard & Poor’s on August 6, 2011 and U.S.
fiscal cliff discussions in 2012. These ongoing events could negatively affect our ability and the ability of
other Brazilian banks to obtain financing in the global capital markets, as well as weaken the recovery and
growth of the Brazilian and/or foreign economies and cause volatility in the Brazilian capital markets. In
addition, to control inflation in general, the Brazilian government has maintained a tight monetary policy,
with associated high interest rates, and has constrained the growth of credit. The combination of these
developments has made it difficult at times for certain companies and financial institutions in Brazil to
obtain cash and other liquid assets and has resulted in the failure of a number of weaker financial
institutions in Brazil. In addition, concerns as to the stability of some financial institutions have caused
significant transfers of deposits from smaller banks to larger banks since the beginning of 1995. No
assurance can be given that developments in the Brazilian economy will not adversely affect the ability of
certain of our counterparties or direct and indirect clients to make timely payments on their obligations to
us or otherwise adversely affect us.

Developments and the perception of risk in other countries, such as the recent developments in the
global financial markets, and particularly in emerging market countries, may adversely affect the market
price of Brazilian securities, including the Notes.

The market value of securities of Brazilian companies is affected to varying degrees by economic
and market conditions in other countries, including other Latin American and emerging market countries.
Developments or economic conditions in other emerging market countries have at times significantly
affected the availability of credit to the Brazilian economy and resulted in considerable outflows of funds
from Brazil and decreased the amount of foreign investments in Brazil. Although economic conditions in
these countries may differ significantly from economic conditions in Brazil, investors’ reactions to
developments in these other countries, such as the recent developments in the global financial markets, may
have an adverse effect on the market value of securities of Brazilian issuers, including the Notes.

Risk Factors Relating to the Regulatory Environment
Changes in the regulation of operations of Brazilian banks may adversely affect us.

Brazilian banks are subject to extensive and continuous regulatory review by the Brazilian
government. Banking regulation is regularly enacted by the Brazilian government as a means of controlling
credit availability and reducing or increasing consumption. Certain of these controls are temporary in
nature and may vary from time to time in accordance with the Brazilian government’s credit policies. We

have no control over government regulations, which govern all facets of our operations, including the
imposition of:

e minimum capital requirements;
e compulsory reserve requirements;
e lending limits and other credit restrictions; and

e accounting and statistical requirements.
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The regulatory structure governing Brazilian banks has frequently evolved. Existing laws and
regulations could be amended; the manner in which laws and regulations are enforced or interpreted could
change; and new laws or regulations could be adopted. Such changes could adversely affect us.

Changes in regulations regarding reserve and compulsory deposit requirements may adversely affect us.

The Central Bank has periodically changed the amount of reserves that financial institutions in
Brazil are required to maintain. For example, as from September 2008, the Central Bank revoked and
changed a number of compulsory deposit requirements in an attempt to reduce the impact of the global
financial markets crisis, and, considering the gradual recovery from the global financial markets crisis, the
Central Bank has been increasing and restating the compulsory deposit requirements. The Central Bank
may increase its reserve and compulsory deposit requirements in the future or impose new reserve and
compulsory deposit requirements.

We may be adversely affected by changes to compulsory deposit requirements because funds held
as compulsory deposits generally do not yield the same return as our other investments and deposits
because:

e aportion of our compulsory deposits do not bear interest;

e we are obliged to hold some of our compulsory deposits in Brazilian government securities,
which may yield lower interest rates; and

e we must use a portion of the deposits to finance both a federal housing program and the rural
sector.

Reserve requirements have been used by the Central Bank to control liquidity as part of monetary
policy in the past, and we have no control over their policy. Any increase in the compulsory deposit
requirements may reduce our ability to lend funds and to make other investments and, as a result, may
adversely affect our business.

Minimum capital adequacy requirements imposed on us following the implementation of the Basel 111
Accord may negatively impact our results of operations and financial condition.

In June 2004, the Basel Committee on Banking Regulations and Supervisory Practices, or the
Basel Committee, approved a new framework for risk-based capital adequacy, commonly referred to as the
“Basel II Accord.” The Basel II Accord sets out the details for adopting more risk-sensitive minimum
capital requirements for financial institutions.

On September 12, 2010, the Group of Governors and Heads of Supervision, the oversight body of
the Basel Committee, announced a substantial strengthening of existing capital requirements and fully
endorsed previous agreements on the overall design of the capital and liquidity reform package, “the Basel
IIT Accord,” which was endorsed at the Seoul G20 Leaders summit in November 2010. “The Basel III
Accord” recommendations aim to improve the ability of financial institutions to withstand shocks to the
financial or of other sectors of the economy, to maintain overall financial stability and to promote
sustainable economic growth. The Basel Committee’s package of reforms will increase the minimum
common equity requirement from 2% to 4.5%. In addition, banks will be required to hold a capital
conservation buffer of 2.5% to withstand periods of stress, bringing the total common equity requirements
to 7%.

In March 2013, the CMN and the Central Bank issued a new regulatory framework for the
implementation of the Basel III Accord in Brazil. Accordingly, CMN Resolution No. 4,192, of March 1,
2013, determined, among others, that Brazilian financial institutions must comply with new minimum
capital requirements and established new rules for the calculation of the PR, which is the basis for the
determination of minimum regulatory capital. See “Regulatory Overview—Capital Adequacy and
Leverage.”
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Among the changes introduced by this new set of rules, it is important to highlight: (i) the
introduction of the concept of quasi-financial institutions (instituicoes assemelhadas); (ii) the necessity of
consolidation of financial statements of such guasi-financial institutions; (iii) the issuance of new rules for
the calculation of the components of the PR (including Principal Capital and Complementary Capital, both
of which comprising the so-called Tier I Capital). These changes are to be implemented from October 1,
2013 to January 1, 2022.

The Basel III Accord regulatory capital requirements will be gradually increased by the Central
Bank until 2019 and may require us to increase our capital basis, which could negatively impact our results
and may make it more difficult for us to maintain the ratios mentioned above. In addition, due to changes in
the rules concerning capital adequacy or due to changes in the performance of the Brazilian economy as a
whole, we may be unable to meet the minimum capital adequacy requirements required by the Central
Bank. We may also be compelled to limit our credit operations, dispose our assets and/or take other
measures that may adversely affect us.

If we were deemed an “investment company” required to register as such under the Investment
Company Act, applicable restrictions could make it impractical for us to continue our business as
contemplated and could have a material adverse effect on our business.

The Investment Company Act and the rules thereunder contain detailed parameters for the
organization and operation of registered investment companies (or companies that should be but are not so
registered). Among other things, the Investment Company Act and the rules thereunder applicable to such
companies limit or prohibit transactions with affiliates, impose limitations on the issuance of debt and
equity securities, generally prohibit the issuance of options and impose certain governance requirements.
Operation of a complex financial services business within those rules is impracticable. We therefore intend
to conduct our operations so that we will not be an investment company required to register as such under
the Investment Company Act.

We hold ourselves out as a diversified financial services firm and do not propose to engage
primarily in the business of investing, reinvesting or trading in securities, a key element in the definition of
an investment company under the Investment Company Act. However, there is a risk that some of our
equity investment activities, especially if viewed in isolation from our other activities and our related
companies, potentially could be considered those of an investment company subject to regulation under the
Investment Company Act. As a result, we have elected to take steps to ensure compliance under such laws
by limiting the persons and entities that may acquire units. The Notes will be offered pursuant to an
exclusion from the definition of investment company as the Notes will be offered and sold in the United
States only to prospective investors that are “qualified purchasers” within the meaning given to such term
in the Investment Company Act, and outside the United States only in accordance with Rule 903 under the
Securities Act. See “Transfer Restrictions.”

The enactment of the U.S. Dodd-Frank Wall Street Reform and Consumer Protection Act may subject
our investment adviser and broker-dealer in the U.S. to substantial additional regulation, and we cannot
predict the effect of such regulation on our business.

In July 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act, or Dodd-Frank
Act, was signed into law. The Dodd-Frank Act aims to reform various aspects of the U.S. financial markets
and covers a broad range of market participants, including broker-dealers and investment advisers. In
particular, the Dodd-Frank Act affects our investment adviser in the U.S. because it mandates additional
new reporting requirements, including information with respect to positions, use of leverage and
counterparty and credit risk exposure. The Dodd-Frank Act also creates the Financial Stability Oversight
Council, or the Council, which is charged with monitoring and mitigating systemic risk in the financial
industry. As part of this responsibility, the Council would have the authority to subject certain financial
firms to additional regulations, which could limit the amount of risk-taking engaged in by certain financial
firms. It is not certain what the scope of future rulemaking and interpretive guidance from the SEC, the
Financial Industry Regulatory Authority, or FINRA, and other regulatory agencies may be and what impact
that will have on our compliance costs, business, operations, and profitability.
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In addition, the Dodd-Frank Act gives the SEC discretion to adopt rules regarding the standards of
conduct that a broker-dealer employs when providing investment advice to retail customers. The SEC,
FINRA and various other regulatory agencies have stringent rules with respect to the maintenance of
specific levels of net capital by U.S.-registered broker-dealers. Our U.S. broker-dealer is required to
comply with net capital requirements and if it fails to maintain the required net capital, the SEC could
suspend or revoke its registration or FINRA could expel it from membership, which could ultimately lead
to its liquidation, or they could impose censures, fines and other sanctions. If the net capital rules are
changed or expanded, or if there is an unusually large charge against net capital, then our operations that
require capital could be limited. A large operating loss or charge against net capital could have a material
adverse effect on our ability to maintain or expand our broker-dealer business in the U.S.

Limits on bank loan interest rates could have a negative effect on our business, financial condition and
results of operations.

The Brazilian Federal Constitution historically imposed a 12.0% cap on the interest rates of loans
from financial institutions. In 2003, however, such limit was eliminated by the enactment of Constitutional
Amendment No. 40. The Brazilian Civil Code and Decree No. 22,626, dated April 7, 1933 (known as the
Usury Law), however, continue to provide limitations on interest rates. Law No. 4,595, dated December 31,
1964, which regulates the national financial system, together with several court decisions, has exempted
financial institutions from the limits mentioned above. However, changes in Brazilian courts’
interpretations, or any new legislation or regulation imposing a ceiling or limiting bank loan interest rates,
could have a negative effect on us. In addition, the Brazilian government has recently been pressuring
financial institutions to lower the applicable tax rates, which could also have a negative effect on us.

Risk Factors Relating to the Notes

We and the Arranger and Dealer are affiliated companies that are part of the BTG Pactual Group, and
once the Arranger and Dealer participates in the bookbuilding process, distortions may occur in the
setting of the material terms of the Notes.

Banco BTG Pactual, the issuer in this offering, and BTG Pactual US Capital LLC, the Arranger
and Dealer for this Programme, are part of the BTG Pactual Group and are controlled by the same
shareholders. The Arranger and Dealer will participate in the setting of the issue price, interest rate and
other material terms of the Notes, together with the Manager. This participation in the bookbuilding process
may cause distortions in such terms of the Notes or reduce the liquidity of the Notes in the secondary
market.

Our controlling shareholders may have interests that differ from your interests as a Noteholder.

André Santos Esteves, our controlling shareholder (i) has an economic interest, directly and
indirectly, of approximately 21.54% in our capital stock and (ii) controls, directly or indirectly,
approximately 83.00% of our common shares which, subject only to certain limited exceptions (see “Our
Partnership—Shareholders Agreements—Partners Brazil Shareholders Agreement”), will allow Mr.
Esteves, in his sole discretion, to control our management, direction and policies, including the outcome of
any matter submitted to a vote of shareholders. As a result, subject to certain exceptions, Mr. Esteves is and
will be able to (i) elect and control the decisions of the majority of our board of directors, (ii) control our
management and policies, and (iii) determine without the consent of unit holders the outcome of any
corporate transaction or other matter submitted to our shareholders for approval, including mergers,
amalgamations, consolidations and the sale of all or substantially all of our assets. As the controlling
shareholder of the BTG Pactual Group, Mr. Esteves will also be able to prevent or cause a change in
control of the BTG Pactual Group. The interests of our controlling shareholder may not coincide with yours
as a holder of Notes. For example, our controlling shareholder may have an interest in undertaking
expansions, acquisitions, divestitures, financings and other actions that, in his judgment, could enhance his
equity investments, even though those actions might involve risks to you as a holder of the Notes.
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The rating of the Notes may be lowered or withdrawn depending on some factors, including the rating
agency’s assessment of our financial strength.

Any rating assigned to the Notes reflects the rating agency’s assessment of our ability to make
timely payment of interest on each payment date. Any rating assigned to the Notes is not a recommendation
to purchase, hold or sell the Notes, and the rating does not comment on market price or suitability for a
particular investor. We cannot assure the investors that any rating assigned to the Notes will remain for any
given period of time or that the rating will not be lowered or withdrawn. A downgrade in the rating of the
Notes will not be an event of default under the Trust Deed. The assigned rating may be raised or lowered
depending, among other factors, on the rating agency’s assessment of our financial strength. In general,
European regulated investors are restricted under the CRA Regulation from using credit ratings for
regulatory purposes, unless such ratings are issued by a credit rating agency established in the EU and
registered under the CRA Regulation (and such registration has not been withdrawn or suspended), subject
to transitional provisions that apply in certain circumstances whilst the registration application is pending.
Such general restriction will also apply in the case of credit ratings issued by non-EU credit rating agencies,
unless the relevant credit ratings are endorsed by an EU-registered credit rating agency or the relevant non-
EU rating agency is certified in accordance with the CRA Regulation (and such endorsement action or
certification, as the case may be, has not been withdrawn or suspended). The list of registered and certified
rating agencies published by ESMA on its website in accordance with the CRA Regulation is not
conclusive evidence of the status of the relevant rating agency included in such list, as there may be delays
between certain supervisory measures being taken against a relevant rating agency and the publication of
the updated ESMA list. Certain information with respect to the credit rating agencies and ratings will be
disclosed in the applicable Final Terms.

Controls and restrictions on foreign currency remittances, or remittances to foreign investors generally,
could impede our ability to make payments under the Notes.

The purchase and sale of foreign currency in Brazil is subject to governmental control. The
Brazilian economy has experienced balance of payment deficits and shortages in foreign currency reserves
to which the Brazilian government has responded by restricting the ability to convert Brazilian currency
into foreign currency. Brazilian law provides that whenever a serious imbalance in Brazil’s balance of
payments exists or is anticipated, the Brazilian government may impose temporary restrictions on the
remittance to foreign investors of the proceeds of their investments in Brazil. For example, in 1989 and
early 1990, the Brazilian government restricted fund transfers that were owed to foreign equity investors
and held by the Central Bank, in order to conserve Brazil’s foreign currency reserves. These amounts were
subsequently released. However, similar measures could be taken by the Brazilian government in the future.

Even though the Brazilian foreign exchange market has recently experienced a de-regulation
process, the Brazilian government may in the future:

e restrict companies, including financial institutions, such as us, from paying amounts
denominated in foreign currencies (such as payments under the Notes); or

e require that any of those payments be made in reais.

The likelihood of such restrictions may be determined by the extent of Brazil’s foreign currency
reserves, the availability of foreign currency in the foreign exchange markets on the date a payment is due,
the size of Brazil’s debt service burden relative to the economy as a whole, Brazil’s policy toward the
International Monetary Fund, political constraints to which Brazil may be subject and other factors. To date,
the Brazilian government has not imposed any restrictions on payments by Brazilian issuers in respect of
debt securities issued in the international capital markets, but we cannot assure you that such restrictions
will not be imposed by the Brazilian government.

There is currently no public trading market for the Notes and your ability to sell the Notes is limited.

The Notes are new debt securities, and there is no existing public market for them. Application
has been made for the Notes issued under the Programme to be listed on the Official List of the
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Luxembourg Stock Exchange and to be admitted to trading on the Euro MTF market, which is not a
regulated market within the meaning of the MIFID Directive. However, Notes may be issued under the
Programme which will not be listed on the Official List of the Luxembourg Stock Exchange or trade on the
Euro MTF Market. We cannot assure you that an active trading market for the Notes will ever develop or
be sustained. If an active market for the Notes does not develop or is interrupted, the market price and
liquidity of the Notes may be adversely affected. We also cannot assure you as to the liquidity of any
markets that may develop for the Notes, the ability of holders of the Notes to sell their Notes, or the price at
which holders would be able to sell their Notes. Future trading prices of the Notes will depend on many
factors, including, among other things, prevailing interest rates, our operating results, our financial
condition, the prospects for other companies in the banking industry, and the market for similar securities.

Holders of the Notes may face difficulties in serving process on or enforcing judgments against us and
other relevant persons.

We are a corporation organized under the laws of Brazil. Most of our board members, executive
officers and independent public accountants reside or are based in Brazil. Most of our assets and those of
such other persons are located in Brazil. As a result, it may not be possible for you to effect service of
process upon us or such other persons within the United States or other jurisdictions outside Brazil.
Because judgments of U.S. courts for civil liabilities based upon the U.S. federal securities laws may only
be enforced in Brazil, if certain conditions are met, you may face greater difficulties in protecting your
interests in the case of actions against us, our board of directors or executive officers than would holders of
the Notes issued by a U.S. corporation.

Judgments of Brazilian courts enforcing our obligations under the Notes or the trust deed would be
expressed in real-equivalent amounts.

If proceedings were brought in Brazil seeking to enforce our obligations under the Notes or the
trust deed, any judgment obtained thereunder against us would be expressed in the amount in reais
equivalent on the date of remittance from Brazil to the relevant non-Brazilian currency denominated
amount due and unpaid under such Notes. Accordingly, absent the imposition hereafter of any law,
regulation or directive otherwise restricting the exchange of reais into, or the remittance from Brazil of, the
non-Brazilian currency in which the Notes are denominated dictated by economic, market or other
disruptive circumstances, the amount of reais made available as a result of such judgment would be applied
towards the exchange into, and the remittance from Brazil of, such amount of non-Brazilian currency due
and unpaid under the Notes.

Our obligations under the Notes are subordinated to certain statutory liabilities.

Under Brazilian law, our obligations under the Notes and the trust deed are subordinated to certain
statutory preferences. In the event of our extrajudicial liquidation or bankruptcy, such statutory preferences,
such as claims for salaries, wages, social security and other taxes, court fees and expenses, will have
preference over any other claims.

We may not be able to obtain necessary governmental authorizations.

The issue of Notes by us, acting through our principal office in Brazil, is subject to certain
registrations with and requirements of the Central Bank, namely (i) the registration of the main financial
terms under the relevant Electronic Declaratory Registry — Registry of Financial Transactions (Registro
Declaratorio Eletronico — Registro de Operagdes Financeiras), or ROF, on the Sisbacen for the issuance of
any series of Notes by us, which shall be obtained prior to any such issuance; (ii) the registration of the
schedule of payments in connection with any such issuance, which shall be obtained after the entry of the
related proceeds into Brazil; and (iii) the further authorization from the Central Bank required to enable us
to remit payments abroad in foreign currency under any series of Notes other than scheduled payments of
principal, interest, commissions, costs and expenses contemplated by the relevant ROF. We cannot assure
you that any such registration with or approval of the Central Bank will be obtainable at a future date.
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If we are unable to make payments on the Notes through our Cayman Islands Branch and must
make payments from Brazil, we could experience delays in obtaining or be unable to obtain the necessary
Central Bank approvals, which would delay or prevent us from making payments on the Notes.

Any issue of Notes by us through our Cayman Islands Branch is not subject to approval by or
registration with the Central Bank. In the event payment under the Notes issued by our Cayman Islands
Branch is made directly from Brazil (whether by reason of a lack of liquidity of our Cayman Islands
Branch, acceleration, enforcement or judgment or imposition of any restriction under the laws of the
Cayman Islands), a specific Central Bank approval will be required. If we are unable to obtain the required
approvals, if needed for the payment of amounts owed by our Cayman Islands Branch through remittances
from Brazil, we may have to seek other lawful mechanisms to effect payment of amounts due under the
Notes. However, we cannot assure you that other remittance mechanisms will be available in the future,
and, even if they are available in the future, we cannot assure that payment on the Notes would be possible
through such mechanism. If we are unable to make payments on the Notes through our Cayman Islands
Branch and we are prevented from making the payments from Brazil, we would not be able to make
payments on the Notes.

ERISA, the Code and Similar Law may restrict investments by plans in the Notes.

A plan fiduciary considering an investment in the Notes should consider, among other things,
whether such an investment is consistent with its fiduciary obligations under ERISA, the Code or any
Similar Law, and whether such investment might constitute or give rise to a prohibited transaction under
ERISA, the Code or any applicable Similar Law and, if so, whether an exemption from such prohibited
transaction rules is available. See “Certain ERISA Considerations.”
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USE OF PROCEEDS

The net proceeds of any issue of Notes under the Programme are to be used by us for general
corporate purposes unless otherwise specified in the relevant Final Terms.
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CAPITALIZATION

The table below presents our capitalization as of December 31, 2012. The information described
below is derived from our consolidated financial statements as of December 31, 2012. Save as disclosed in
the Offering Memorandum, there has been no material change to our capitalization since December 31,
2012.

You should read this table together with the sections “Presentation of Financial and Other
Information,” “Summary Financial Information,” “Selected Financial and Operating Information,”
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and our
unaudited interim consolidated financial statements, and related notes thereto, included elsewhere in this
Offering Memorandum.

As of December 31, 2012
(in R$ millions) (in US$ millions)
Current liabilities
DEPOSILS ..ottt 12,869.4 6,297.8
Open market funding .......c..coeceeveeevienieneenennienciennenee. 52,441.1 25,662.4
Funds from securities issued and accepted................... 2,918.7 1,428.3
Interbank transactionsS............cccccevvveviiiiiiiiini, 0.3 0.1
Loans and onlending..........ccocceevveerveeniieeniieennieenneeenane. 1,403.3 696.7
Derivative financial instruments...............cccccoeeeeeeenn.n. 7,155.8 3,501.7
Other Habilities ......cocvvvvieeiiiieiieiieeeeeeeeeeeeeeee e 19,439.9 9,513.0
Total current liabilities..................c.ccccooereieeiiiiiie, 96,228.5 47,090.0
Long-term liabilities
DEPOSILS ..ot 1,754.6 858.6
Open market funding .........c.ccceevevinininininniicnienene. 209.6 102.6
Funds from securities issued and accepted .................. 5,561.4 2,721.5
Loans and onlending........c..cccccevveeienienienenncniennennee. 501.4 245.4
Derivative financial instruments..........ccoceeeeeeeeeinnneee... 907.9 4443
Other Habilities ......cocvvvvieeiiiieiiieieeeeeeeeeeeeee e 7,851.4 3,842.1
Total long-term liabilities.....................cccoeeininnnnnne. 16,786.3 8,214.5
Deferred inCome .................ooovevvvieeiiiiiiiiiieeeeeeeeneeeee 111.9 54.8
Non-controlling interest ...............ccccocoevnininncncncnene. 88.1 43.1
Shareholders’ equity™®..............ccccocooovevviiiiiieeeee 10,101.5 4,943.2
Total capitalization'® ..................c.ccocooveveereierrererrennnn, 123,316.3 60,345.6

(1) This table does not consider the January 2013 issuance of US$1.0 billion of senior notes under this Programme maturing in 2020.

(2) Total capitalization corresponds to the sum of deposits, open market funding, funds from securities issued and accepted,
interbank transactions, loans and onlending, derivative financial instruments, other liabilities, deferred income, non-controlling
interest and shareholders’ equity.
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EXCHANGE RATES

Before March 14, 2005, there were two foreign exchange markets in Brazil, the commercial rate
exchange market and the floating rate exchange market, where exchange positions of Brazilian banks in the
commercial market and the floating market were unified and differentiated solely for regulatory purposes.

The commercial market was reserved primarily for foreign trade transactions and transactions that
generally require prior registration with the Central Bank, such as the purchase and sale of registered
investments by foreign persons and related remittances of funds abroad. Purchases of foreign exchange in
the commercial market could be carried out only through a financial institution in Brazil authorized to buy
and sell currency in that market. The commercial market rate was the commercial selling rate for
converting Brazilian currency into U.S. dollars, as reported by the Central Bank.

On March 4, 2005, the CMN unified the commercial market and the floating market through the
enactment of Resolution No. 3,265, effective March 14, 2005, which was succeeded by CMN Resolution
No. 3.568, enacted on May 29, 2008, thereby producing a single exchange market in place of the previous
two. The unified exchange market is intended to simplify both inbound and outbound foreign exchange
transactions by permitting exchange contracts to be executed by those local institutions that are authorized
to deal in foreign exchange.

The Brazilian foreign exchange rules were recently made more flexible. For example, on March
23, 2010 the CMN enacted Resolution No. 3,844, which, as amended, consolidates the general provisions
relating to foreign capital entering Brazil through direct investments and financial transactions. Such rule
governs the registry of flows of direct investments, credits, royalties, transfers of technology and foreign
leasing, among other things. The Central Bank, by means of Circular No. 3,491 dated March 24, 2010 and
Circular No. 3,617 dated December 4, 2012, also simplified the registry of transactions. The new rules were
included in the Regulation of the Exchange Market and Foreign Capital (Regulamento do Mercado de
Cdmbio e Capitais Internacionais) and several outdated rules were revoked.

The main aspects of the abovementioned rules are the following:

e financial transfers (to and from Brazil), in reais or foreign currency, related to the flow of
foreign capital pursuant to Resolution No. 3,844, are regulated by the Brazilian exchange
market;

e specific approvals or prior consent of the Central Bank are no longer required; and

e the Central Bank has waived some requirements for presentation of information relating to a
transaction.

Exchange rates for the real can be highly volatile. The real appreciated throughout 2007 from
R$2.14 per US$1.00 on December 31, 2006 to R$1.77 per US$1.00 on December 31, 2007. In 2008,
mainly as a result of the negative impact of the global financial crisis on the Brazilian economy, the real
depreciated significantly against the U.S. dollar. The real/U.S. exchange rate on December 31, 2008 was
R$2.34 per US$1.00, a 24.2% depreciation in relation to the December 31, 2007 rate. In 2009, the real
stabilized and then commenced appreciating against the U.S. dollar and, as of December 31, 2009, the
real/U.S. dollar exchange rate was R$1.74 per US$1.00, representing an appreciation of 33.8%. In 2010,
the real fluctuated against the U.S. dollar and, as of December 31, 2010, the real/U.S. dollar exchange rate
was R$1.67 per US$1.00, an appreciation of 3.5% compared to December 31, 2009. In 2011, the real
continued to fluctuate against the U.S. dollar and, as of December 31, 2011, the real/U.S. dollar exchange
rate was R$1.88 per US$1.00. As of December 31, 2012, the exchange rate for the real against the U.S.
dollars was R$2.0435 per US$1.00, and as of March 14, 2013, such exchange rate was R$1.97 per US$1.00.
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The following table shows the real/U.S. Ptax 800 selling rate for U.S. dollars as published by the
Central Bank for the periods and dates indicated:

Closing Selling Rates of R$ per US$1.00

Year ended Low High Average?  Period end
December 31, 2007 ... 1.73 2.16 1.95 1.77
December 31, 2008 ... 1.56 2.50 1.84 2.34
December 31, 2009 1.70 242 1.99 1.74
December 31, 2010 1.66 1.88 1.76 1.67
December 31, 2011 ... 1.78 1.88 1.84 1.88
December 31, 2012 1.70 2.11 1.95 2.04
Month ended Low High Average® Period end
August 2012 ...... 2.02 2.05 2.03 2.04
September 2012 2.01 2.04 2.03 2.03
October 2012 ..ot 2.02 2.04 2.03 2.03
November 2012 .......coveieieiiiiieieieieeee e 2.03 2.10 2.07 2.11
December 2012 1.99 2.11 2.04 2.04
January 2013 ..o 1.99 2.05 2.03 1.99
February 2013 ...ooooiiiiiinineeeeeeeeeeee 1.96 1.99 1.97 1.98
March 2013 (through March 14, 2013)......ccccueueeeee 1.95 1.98 1.96 1.97

(1) Represents the average of exchange rates on each day of each respective month during the periods indicated.

(2) Represents the average of the daily exchange rates during each day of each month.

Brazilian law provides that, whenever there is a serious imbalance in Brazil’s balance of payments
or there are serious reasons to foresee a serious imbalance, temporary restrictions may be imposed on
remittances of foreign capital abroad. We cannot assure you that such measures will not be taken by the
Brazilian government in the future. See “Risk Factors—Risks Factors Relating to Brazil—Exchange rate
instability may adversely affect us.”
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SELECTED FINANCIAL AND OPERATING INFORMATION

The tables below set forth certain of our selected financial information as of and for the periods
indicated. You should read the information below in conjunction with our financial statements and related
notes and the sections “Presentation of Financial and Other Information,” “Summary Financial
Information” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.”

Our balance sheet and income statement as of and for the years ended December 31, 2010, 2011
and 2012 are derived from and should be read in conjunction with our audited consolidated financial
statements as of and for the years ended December 31, 2010, 2011 and 2012, as included elsewhere in this
Offering Memorandum.

The presentation of our audited income statement is based upon Brazilian GAAP and the
standardized framework established by the Central Bank, which our management believes is better suited
for the financial disclosure of commercial banks rather than investment banks like us. Our management
believes that the additional presentation of an adjusted income statement provides information which is
more consistent with the manner in which our publicly traded global investment banking competitors
present financial information to the market. Our adjusted income statement is not based on Brazilian GAAP,
IFRS, U.S. GAAP or any other generally recognized accounting principles and should not be construed as
segment information under IFRS 8 because our management does not rely on this information for decision-
making purposes.

Our unaudited adjusted income statement includes a revenues breakdown by business unit net of
funding costs and financial expenses allocated to such unit, and a reclassification of certain other expenses
and costs for the years ended December 31, 2010, 2011 and 2012. Our adjusted income statement is
derived from the same accounting information that generated accounting records used for preparing our
income statement in accordance with Brazilian GAAP for the years ended December 31, 2010, 2011 and
2012. The classification of the line items in our adjusted income statement, however, is unaudited and
materially differs from the classification of the corresponding line items in our income statement. See
“Presentation of Financial and Other Information—Our Unaudited Adjusted Income Statement.”

We have translated some of the real amounts included in this Offering Memorandum into U.S.
dollars. You should not construe these translations as representations that the amounts actually represent
these U.S. dollar amounts or could be converted into U.S. dollars at the rates indicated. Unless otherwise
indicated, we have translated the real amounts using a rate of R$2.0435 to US$1.00, the U.S. dollar selling
rate as of December 31, 2012, published by the Central Bank on its electronic information system,
SISBACEN, using transaction PTAX 800, option 5. See “Exchange Rates.”
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Selected Balance Sheet (Brazilian GAAP - audited)

Assets

Cash at bankKs ..........cooeviiiiiiiiiiiecceee e
Interbank inVeStMENtS ..........eeevuvieeeiieeeiiiee e,
Securities and derivative financial instruments
Interbank transactions............cccceeeevveeeeivieeeeinieeeenee e,

Securities trading and brokerage...........cocceeeeviereeciennenne
Other 1eCeivables ..........ooovvviiieiiiiieiee e,
Other assets
Permanent assetsS.........ceeeeceuirieeeeeriiiiieeeeeeerireee e e e
Total assets

Liabilities and Shareholders’ equity

DEPOSILS .ttt
Open market funding .........cccceevvevenceiicneenne
Funds from securities issued and accepted.....
Interbank transactions............cecceveveevuereennene
Loans and onlending.....................
Derivative financial instruments ...
Securities trading and brokerage...
Subordinated debts.........coceverierenieiienieieeeeeeee
Other liabilities ..........ccooiviiiiiiiiiiiiiiecce
Deferred income
Non-controlling interest.........cocuevvereevereenieneenreneeneennees
Shareholders’ equity
Total liabilities and shareholders’ equity...................

As of December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)
1,522.8 517.3 552.2 270.2
25,209.3  19,583.0 23,968.9 11,729.3
36,061.8  42,893.9 74,202.7 36,311.6
134.1 876.7 475.0 232.4
3,701.7 4,665.2 7,268.6 3,556.9
1,989.5 4,403.8 3,885.6 1,901.5
3,852.0 7,641.7 9,430.9 4,615.1
42.5 25.1 35.5 17.4
393.2 1,405.3 3,496.8 1,711.2
72,9069 82,012.0 123,316.3 60,345.6
10,573.5  14,211.1 14,624.0 7,156.4
41,188.9  39,061.0 52,650.7 25,764.9
1,305.5 3,774.6 8,480.1 4,149.8
- - 0.3 0.1
155.3 919.7 1,904.7 932.1
2,165.7 2,953.8 8,063.7 3,946.0
9,542.6 7,930.0 14,575.6 7,132.7
- 4,158.3 6,246.1 3,056.6
2,348.5 2,419.9 6,469.6 3,165.9
24.3 31.5 111.9 54.8
— 212.2 88.1 43.1
5,602.6 6,339.8 10,101.5 4,943.2
72,9069 82,012.0 123,316.3 60,345.6
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Income Statements (Brazilian GAAP - audited)

For the year ended December 31,

2010 2011 2012 2012
(in R$ millions) (in US$ millions)
3,575.2 6,050.1 8,582.9 4,200.1
327.2 945.6 1,333.6 652.6
2,698.3 4,589.1 6,773.2 3,314.5
480.9 225.0 296.4 145.0
Foreign exchange...........cccccevevueevennene 68.8 249.3 116.5 57.0
Mandatory investments..............c..c...... - 41.1 63.2 30.9
Financial expenses...............c.cccceeeee. (2,428.5) (4,549.6) (5,277.3) (2,582.5)
Funding operations ..........c..cecevevveeenene (2,458.9) (4,002.0) (4,227.7) (2,068.9)
Borrowing and onlending ..........c.ccecceeveeueenene. 374 (517.6) (581.3) (284.5)
Allowance for loan losses and other
TECEIVADIES .eveeiiieiiieiiee e (7.0) (30.0) (468.3) (229.2)
Net financial income 1,146.7 1,500.4 3,305.6 1,617.6
Other operating income (expenses) ............. 275.6 174.3 454.4 2224
Income from services rendered 803.0 1,107.6 2,219.2 1,086.0
Personnel eXpenses .........coccceeevenereenneneennenn. (227.7) (359.7) (605.7) (296.4)
Other administrative Xpenses ..........c..coceeee... (255.2) (355.5) (677.9) (331.7)
Tax Charges .......ccoevveeeerenenenececscscees (188.3) (286.0) (283.9) (138.9)
Equity in the earnings of associates and
jointly controlled entities ...........cccceecuerereennens - 3.5) 245.8 120.3
Other operating income.............cc.c....... 173.6 158.1 109.0 533
Other operating eXpenses...........c......... (29.8) (86.6) (552.1) (270.2)
Operating income..............c..ccccceenen. 1,422.3 1,674.9 3,760.0 1,840.0
Non-operating income (expense) 0.4) 9.2 (12.0) 5.9)
Income before taxation and profit
Sharing ........c.cocoevevieiinieeeeee, 1,421.9 1,684.1 3,748.0 1,834.1
Income tax and social contribution ............. (381.6) 199.2 (727.5) (356.0)
Provision for income taX.........ccccceeeveeevrennnnnne. (69.2) (116.6) (607.5) (297.3)
Provision for social contribution (39.7) (54.6) (285.7) (139.8)
Deferred tax assets.........ccovvveeevvveeecineeeeineeene, 272.7) 370.4 165.7 81.1
Statutory profit sharing................................ (229.4) (401.2) (938.2) (459.1)
Non-controlling interest.............c..cc..... - (5.0) (21.1) (10.3)
Net inCome ...........cccoeevevieeveniieieieeieseeeeenn, 810.9 1,477.1 2,061.2 1,008.7
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Adjusted Income Statement (Unaudited)

Investment BaAnKING.........cccuevieriirienierieieeietes ettt
Corporate 1ending ..........ceceveeriirienienieieeietes ettt
Sales and trading
ASSEt MANAZEINCIL ...covvenveenrireeteniieteeieereeteetesieenre st esaesseessesseestesmeesessnensenne
Wealth Management ........c.coeevuerieriiriiniinieienceeeeete et
PanAmericano.............
Principal investments ..
Interest and Other ...........ccoceverienenienenieieneeeeeee

Retention expenses .....
Salaries and benefits
Administrative and others
GOoOdWill AMOTtIZALION ......veeevieiieeeiieiee ettt e saeeteeseaeeveeeenas
Tax charges, other than iNCOME taX.........ccectererieririenieniereetere et
Total operating eXPenses .............c.ccccveeieerieeiiienieereenre e neeeeee e eseeenees
Income Defore taxes ..............coccovviieiiiiiiienieeeee e
Income tax and social contribution revenue (EXpense) .........ecceeveeeerverruenuenne

NELINCOME .........ooiiiiiiiiiiiieeeiee ettt e e e e e are e e e aaee e traeeenens
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For the year ended December 31,

2010 2011 2012
(Unaudited - in R$ millions)

344.0 338.3 448.0
251.1 366.5 563.6
637.8 999.9 1,516.6
298.4 4432 1,190.2
103.5 144.5 201.7
0.0 (52.0) (244.5)
201.6 (111.2) 1,356.9
147.5 518.1 587.2
1,983.8 2,647.1 5,619.8
(232.0) 479.6) (1,168.6)
(53.3) (32.5) 5.9)
(159.8) (213.2) (326.0)
(207.9) (293.1) (837.1)
(8.4) (31.2) (467.4)
(129.5) (177.0) (241.4)
(791.0) (1,226.7) (2,746.4)
1,192.8 1,420.4 2,873.4
(381.9) 56.6 (812.2)
810.9 1,477.0 2,061.2




MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Overview

We are an investment bank, asset manager and wealth manager with a dominant franchise in
Brazil. In addition, we have established a successful international investment and distribution platform. We
were founded in 1983 and have operated as a meritocratic partnership since our inception. Currently, we
have offices on four continents, and provide a comprehensive range of financial services to a Brazilian and
global client base that includes corporations, institutional investors, governments and HNWI.

Our seven business units are:
e Investment Banking, which provides financial advisory and capital markets services;
e Corporate Lending, which offers financing and loan guarantees to corporations;

e Sales and Trading, which offers financial products and services to a diverse group of clients
in local and international markets, including market-making, brokerage and clearing services,
and derivatives, interest rate, foreign exchange, equities, energy and commodities transactions
for hedging and trading purposes;

e Asset Management, which offers asset management services with a broad range of products
across major Brazilian and international asset classes to Brazilian and international clients;

e Wealth Management, which provides investment advisory and financial planning services
and investment products to HNWI;

e PanAmericano, our commercial and consumer banking business conducted through Banco
PanAmericano, an independent Brazilian bank that we have co-controlled since mid-2011,
which focuses on granting automobile loans, direct consumer loans, payroll deduction loans,
middle market loans and mortgages, primarily to individuals and corporations in Brazil; and

e Principal Investments, which involves our capital investments with respect to a broad range
of financial instruments, including merchant banking and real estate investments in Brazil and
investments in a variety of financial instruments in global markets, which investments are
primarily managed by our asset management unit.

We are committed to further expanding our platform outside of Brazil and in 2012 we acquired
Celfin, a leading broker dealer in Chile that also operates in Peru and Colombia, and Bolsa y Renta, a
leading broker dealer in Colombia. Both Celfin and Bolsa y Renta have a wide array of products and
services (concentrating in investment banking, sales and trading, asset management and wealth
management), and we intend to further expand their operations to include many of the additional products
and services we currently offer in Brazil. We believe our transactions with Celfin and Bolsa y Renta
represent milestones in our efforts to replicate our history of success in Brazil throughout Latin America,
and uniquely position us as a true leader throughout the region.

We are part of the BTG Pactual Group, which includes both us and BTGI. The two entities are
sister entities that have the same ultimate beneficial owners. We, the principal operating company in the
group, were founded as a small broker-dealer, and have grown by creating new business units and
expanding the activities within these business units. BTGI, the investment vehicle for many of BTG Pactual
Group’s principal investments (including most of its non-Brazilian investments and certain of its Brazilian
investments), was originally formed in late 2008. BTGI acts as a vehicle for part of the principal investment
business of the BTG Pactual Group, and has no operating activities or employees. Its assets are managed by
our asset management unit, which receives arm’s length fees and commissions from BTGI for its services.
Such fees and commissions are primarily recorded by us as revenues in our asset management unit. BTGI
will not participate in any offering of Notes under the Programme as either an issuer or a guarantor.
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Macroeconomic Environment

Most of our operations are conducted in Brazil. Accordingly, we are significantly affected by the
general economic environment in Brazil. In addition, we derive substantial revenues from non-Brazilian
securities and, therefore, are also subject to global economic conditions and, in particular, fluctuations in
worldwide financial markets.

Economic activity in Brazil strengthened in 2010. The authorities increased the SELIC rate to
10.75% between April and July 2010, and maintained that rate through the end of the year. In 2010, the
GDP in Brazil grew 7.5% and the inflation rate was 5.9%. In addition, the real appreciated 3.5% against the
U.S. dollar, closing at R$1.67 per US$1.00 as of December 31, 2010.

Further tightening of macroeconomic policies occurred in 2011. The federal government
announced cuts to the budget and, on July 20, 2011, the Central Bank increased the SELIC rate to 12.5%.
Regulatory measures of credit restraint were also adopted. However, due to the worsening global
macroeconomic environment and its potential impact on Brazilian economic growth and inflation levels,
the Central Bank decided to decrease the SELIC rate over the course of the second half of 2011 in various
steps to 11.0% as of December 31, 2011, in order to stimulate the economy while maintaining inflation
within the acceptable range established by the Central Bank. In 2011, the IPCA inflation accumulated a
variation of 6.5%, while the exchange rate reached R$1.88 per US$1.00 as of December 31, 2011,
representing a 12.0% depreciation compared to the exchange rate as of December 31, 2010.

The unstable international economic environment in 2011, which reflected concerns with fiscal
difficulties in Europe, impacted Brazil’s stock market, which decreased 18.1% in 2011 as measured by the
IBOVESPA index.

After a first half of 2011 marked by risk events and political turmoil in Greece, elections in France
and the Spanish bank bailout, the third quarter of the year was marked by an improved political scenario
and more accommodative monetary policies in many advanced and emerging economies. In Brazil, the
loosening of the monetary policy since mid-2011 and the several other economic stimulus measures
implemented by the government were expected to generate greater momentum toward the end of the year.

Signs of recovery in economic activity strengthened in 2012. The unemployment rate continued at
historic lows and the slower pace of formal employment growth appears to reflect supply side constraints.
Credit aggregates showed moderate growth in 2012 but overall credit conditions have improved in recent
months, with a continued decline in interest rates, lower pressure on delinquencies and some recovery in
vehicle financing. Retail sales growth continued to run in line with this trend while industrial activity, the
weaker spot of the economy in recent quarters, posted its third monthly expansion in a row in August 2012,
before showing some accommodation in September 2012. There were also signs of more adjusted
inventories.

Brazil’s IPCA consumer price index ended 2012 around 5.8%, far above the 4.5% center point of
the country’s annual inflation target, mainly due to food and beverages inflation, which represents 39% of
the index, increasing 9.86%, primarily attributable to a rise in the prices of food. Food consumed at home
became 10.04% more expensive mostly due to climatic problems and rose much more than the 5.43% rate
increase in 2011. In addition, there was an upward contribution from the fading impact of tax breaks for
durable goods which had previously played a crucial role. The general price index (IGP) also accelerated
during 2012, increasing 7.2%.

Regarding monetary policy, the SELIC rate was cut by 325 bps in 2012, from 10.50% in January
2012 to 7.25% in early October 2012, which was maintained at the December 2012 meeting of the Central
Bank’s Committee on Monetary Policy (Comité de Politica Monetaria), or COPOM. Since the
commencement of the monetary easing cycle in July 2011, SELIC rate cuts totaled 5.25%. COPOM has
indicated a clear intention to maintain the SELIC rate at its current level for a prolonged period of time.
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The following table presents key data relating to the Brazilian economy for the periods indicated:

For the year ended December 31,

2010 2011 2012

GDP growth... . 7.53% 2.73% 0.87%
CDI ALY .o eaeen 9.71% 11.60% 8.37%
TILPD oot 6.00% 6.00% 5.25%
SELIC AtE™ ... 10.75% 11.00% 7.25%
Appreciation (depreciation) of real against the U.S. dollar™® .......coooeeeean. 3.47% (11.98)% (8.57)%
Selling exchange rate (at period end) R$ per US$1.00” .........ooovvvrvereenee. R$1.67 R$1.88 R$2.04
Average exchange rate R$ per US$1.00® ..........coovivmiivieierieeeieeeeens R$1.76 R$1.67 R$1.95
Inflation (IGP-M)7......ooeeeeeeeeeeeeeeeeeeee e seeeen 11.32% 5.10% 7.81%
Inflation (IPCAY® ... 5.91% 6.50% 5.84%

Sources: BNDES, Central Bank, IBGE and Economditica.

(1) The Interbank Deposit Certificate (Certificado de Depdsito Interbancdrio), or CDI, is the average daily interbank deposit rate in
Brazil (at the end of each month and annually).

(2) Taxa de Juros de Longo Prazo, or TILP, represents the long-term interest rate applied by BNDES for long-term financing (at the
end of the period).

(3) The benchmark interest rate payable to holders of some securities issued by the Brazilian government and traded on the SELIC
(at the end of period).

(4) Calculated for 2010, 2011 and 2012 using the exchange rate for conversion of U.S. dollars into reais on December 31 as
compared to January 1 of the same year.

(5) The selling exchange rate at the end of the period.

(6) Average of the selling exchange rates on the last day of each month during the period.

(7) The inflation rate is the general index of market prices (/ndice Geral de Pre¢os — Mercado) or IGP-M, as calculated by FGV.
(8) The inflation rate is the Consumer Price Index, as calculated by the IBGE.

Principal Factors Affecting Our Financial Condition and Results of Operations

We face a variety of risks that are substantial and inherent to our businesses, including market,
liquidity, credit, operational, legal, regulatory and reputational risks. A summary of the more important
factors that could affect our businesses follows below. For a further discussion of these and other important
factors that could affect our businesses, see “Risk Factors.” For a discussion of how management seeks to
manage some of these risks, see “—Risk Management” below.

Market Conditions and Market Risk

The financial performance of our various business units is affected in various degrees by the
environments in which we operate.

A favorable business environment in any particular market, including Brazil, is generally
characterized by, among other factors, high gross domestic product growth, transparent, liquid and efficient
capital markets, low inflation, a high level of business and investor confidence, stable political and
economic conditions and strong business earnings. Unfavorable or uncertain economic and market
conditions mainly result from: (i) declines in economic growth, business activity or investor confidence; (ii)
limitations on the availability or increases in the cost of credit and capital; (iii) increases in inflation,
interest rates, exchange rate volatility, default rates or the price of basic commodities, capital controls or
limits on the remittance of dividends; (iv) outbreaks of hostilities or other geopolitical instability; (v)
corporate, political or other scandals that reduce investor confidence; (vi) natural disasters or pandemics;
(vii) nationalization and forced seizures by the government; or a combination of these or other factors. Our
businesses and profitability have been and may continue to be adversely affected by market conditions in
many ways, including the following:

e Many of our units, such as our principal investments unit and corporate lending unit, have
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exposures to debt securities, loans, derivatives, mortgages, equities (including private equity)
and other types of financial instruments. In addition, we also maintain an inventory of
securities on our balance sheet to facilitate our clients’ activities in our sales and trading unit,
including our market-making business. As a result, we commit large amounts of capital to
maintain financial instruments in our trading book and loans and other debt instruments in our
banking book. The majority of these long and short exposures to financial instruments are
marked-to-market on a daily basis and, as a result, declines in asset values directly and
immediately impact our earnings, unless we have effectively “hedged” our exposures to such
declines. Even with respect to financial instruments that are not marked-to-market, declines in
asset values may eventually impact our earnings, unless we have effectively “hedged” our
exposures to such declines. In certain circumstances (particularly in the case of private
equities or other securities that are not freely tradable or lack established and liquid trading
markets), it may not be possible or economically viable to hedge such exposures, and even to
the extent that we do so, the hedge may be ineffective or may greatly reduce our ability to
profit from increases in the values of the assets. Sudden declines and significant volatility in
the prices in financial markets may substantially curtail or eliminate the trading markets for
certain assets, which may make it very difficult to sell, hedge or value such assets. The
inability to sell or effectively hedge assets reduces our ability to limit losses in such positions,
which could require us to maintain additional capital and increases our funding costs.

Our cost of obtaining long-term unsecured funding is directly related to our credit spreads.
Credit spreads are influenced by market perceptions of our creditworthiness. Widening credit
spreads, as well as significant declines in the availability of credit, may adversely affect our
ability to borrow. We fund our operations on an unsecured basis by issuing deposits, medium-
term debt and long-term debt, or by obtaining lines of credit. We seek to finance many of our
assets, including our less liquid assets, on a secured basis, including by entering into
repurchase agreements. Disruptions in credit and financial markets make it difficult and more
expensive to obtain funding for our businesses. If available funding is limited or we are forced
to fund our operations at higher costs, these conditions may require us to curtail our business
activities or increase our cost of funding, both of which could reduce our profitability,
particularly in our businesses that involve investing, lending and taking principal positions,
including market making.

In the recent past, our business units, particularly our investment banking unit, have been, and
may continue to be, adversely affected by challenging market conditions. For example,
although we are not materially exposed to the debt of European countries such as Greece,
Ireland, Italy, Portugal and Spain, there can be no assurance that the market disruptions that
have been emerging in Europe since 2010, including the increased cost of funding for such
countries’ governments and financial institutions, will not spread, nor can there be any
assurance that future financial assistance will be available or, even if provided, will be
sufficient to stabilize the affected countries and markets in Europe or elsewhere, including
Brazil and other markets in which we operate. With respect to our investment banking unit,
unfavorable economic conditions and other adverse geopolitical conditions can adversely
affect and have adversely affected the confidence of investors, companies and their
controlling shareholders, and management teams, resulting in significant industry-wide
declines in the size and number of underwritten capital raising and of financial advisory
transactions, which could have an adverse effect on us.

Certain of our sales and trading as well as our principal investment units depend on market
volatility to provide trading and arbitrage opportunities, and decreases in volatility may
reduce these opportunities and adversely affect the results of these business units. However,
while increased volatility can increase trading volumes and spreads, such volatility also
increases risk as measured by VaR and may expose us to increased risks in connection with
our sales and trading and principal investments units or cause us to reduce the size of these
units in order to avoid increasing our VaR. Limiting the size of our sales and trading or
principal investment units can adversely affect us.
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e The performances of our asset management and wealth management units are directly
influenced by prevailing economic conditions in Brazil and elsewhere. These activities
generally depend, among other factors, on assumption by our clients of greater risk, which
may decline in periods of economic uncertainty. In addition, unfavorable market conditions
generally lead to increased interest rates for term deposits and fixed-income instruments. Any
of these factors may cause our clients to transfer their assets out of our funds or affect our
ability to attract new clients or additional assets from existing clients and result in reduced net
revenues from these activities. We receive management fees based on the value of our clients’
portfolios or investment in funds managed by us and, in many cases, we also receive
performance fees based on increases in the value of such investments. Declines in asset values
reduce the value of our clients’ portfolios or fund assets, which in turn reduce the
management and performance fees we earn for managing such assets.

Liquidity Risk

Liquidity is essential to our business. Our liquidity may be impaired by an inability to access
secured and/or unsecured funding, an inability to access funds from our subsidiaries or to sell assets or
redeem our investments, or by unforeseen outflows of cash or collateral. This situation may arise due to
regulatory changes or circumstances that we may be unable to control, such as a general market disruption
or an operational problem that affects third parties or us, or even by the perception among market
participants that we, or other market participants, are experiencing liquidity constraints. Liquidity risk tends
to increase to the extent that we hold a larger inventory or trade a broader range of financial instruments
and invest in non-publicly traded companies, mainly via our private equity activities.

The financial instruments that we hold and the contracts to which we are a party often do not have
readily available markets to access in times of liquidity stress, as in the case of loans and other types of
credit instruments and other financial instruments not traded in organized markets (i.e., over the counter
financial instruments). Further, our ability to sell assets or otherwise access debt markets may be impaired
if other market participants seek to sell similar assets at the same time, as is likely to occur in a general
liquidity or other market crisis. In addition, financial institutions with which we interact may exercise set-
off rights or the right to require additional collateral, including in difficult market conditions, which could
further impair our access to liquidity.

Our credit ratings are important to our liquidity. We are rated investment grade by three rating
agencies as of December 31, 2012. A reduction in our credit ratings could adversely affect our liquidity and
competitive position, increase our borrowing costs, limit our access to the capital markets or trigger certain
obligations under bilateral provisions in some of our trading and collateralized financing contracts. Under
these provisions, counterparties could, for example, be permitted to terminate contracts with us or require
us to post additional collateral. Termination of our trading and collateralized financing contracts could
cause us to sustain losses and impair our liquidity by requiring us to find other sources of financing or to
make significant cash payments or securities movements.

Credit and Counterparty Risk

We are exposed to the risk that third parties that owe us money, securities or other assets will not
perform their obligations. These parties may default on their obligations to us due to bankruptcy, lack of
liquidity, operational failure or other reasons. A failure of a significant market participant, or even concerns
about a default by such an institution, could lead to significant liquidity problems, losses or defaults by
other institutions, which in turn could adversely affect us. We are also subject to the risk that our rights
against third parties may not be enforceable in all circumstances. In addition, deterioration in the credit
quality of third parties whose securities or obligations we hold could result in losses and/or adversely affect
our ability to use those securities or obligations for liquidity purposes. A significant downgrade in the credit
ratings of any of our counterparties could also have a negative impact on our results. While in many cases
we are permitted to require additional collateral by counterparties that experience financial difficulty,
disputes may arise as to the amount of collateral we are entitled to receive and the value of pledged assets.
Default rates, downgrades and disputes with counterparties as to the valuation of collateral increase
significantly in times of market stress and illiquidity.
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We finance our clients’ positions as part of our sales and trading business, and we could be held
liable for defaults or misconduct by our clients. Although we regularly review and manage credit exposures
to specific clients and counterparties and to specific industries, countries and regions, default risk may arise
from events or circumstances that are difficult to detect or foresee, particularly as new business initiatives
lead us to transact with a broader array of clients and counterparties and expose us to new asset classes and
new markets.

As we have grown, the amount and duration of our credit exposures have been increasing over the
past several years, and the number of entities to which we have credit exposures has increased. Due to the
wholesale nature of our business, we have a natural concentration risk in our credit portfolio.

The credit risk analysis of the transactions and counterparties are performed by an independent
area (Credit Risk Control), and the approval forum is the Credit Risk Committee, where the consent from
both business and control functions are required.

Operational Risk

Our businesses are highly dependent on our ability to process, monitor and settle, on a daily basis,
a very large number of transactions, many of which are highly complex, across numerous and diverse
markets in many currencies. These transactions, as well as the information technology associated with the
services we provide to clients, must often adhere to jurisdiction or client specific guidelines as well as legal,
tax and regulatory standards. We rely on proprietary and vendor systems to conduct our business within our
business units and our ability to conduct business may be adversely impacted by a disruption in the
technology and infrastructure that supports our businesses and the communities in which we are located. A
disruption may involve electrical, communications, internet, transportation or other services used by us or
third parties with whom we conduct business.

The interconnectivity of multiple financial institutions with central agents, exchanges and clearing
houses increases the risk that an operational failure at one institution may cause an industry-wide
operational failure that could materially impact our ability to conduct business.

Legal and Regulatory Risk

We are subject to extensive and evolving regulation in jurisdictions around the world. Firms in the
financial services industry have been operating in a difficult regulatory environment. Recent market
disruptions have led to numerous proposals for significant additional regulation of the worldwide financial
services industry. These regulations could limit our business activities, increase compliance costs and, to
the extent the regulations strictly control the activities of financial services firms, make it more difficult for
us to distinguish ourselves from competitors. Substantial legal liability or a significant regulatory action
against us could have material adverse financial effects or cause significant reputational harm to us, which
in turn could seriously harm our business.

As a financial institution, we are generally subject to capital requirements on a consolidated basis
set forth by the Central Bank, and certain of our subsidiaries are also subject to capital requirements based
on standards adopted by local (i.e., host) regulators by whom they are also supervised on a stand-alone
basis. Complying with these requirements may require us to liquidate assets or raise capital in a manner
that adversely increases our funding costs or otherwise adversely affects our unit holders and creditors,
including note holders. In addition, failure to meet minimum capital requirements can initiate certain
mandatory and possibly additional discretionary actions by regulators that, if undertaken, could have a
direct material adverse effect on our financial condition.

Like other institutions that operate in the financial segments in which we operate, we face some
litigation risks in our businesses, including potential litigation involving securities fraud, conflicts of
interest and insider trading, among others. For additional information regarding global regulatory standards
for banks and banking systems and their implementation in Brazil, see “Regulatory Overview—The
Brazilian Financial System and Banking Regulation—Banking Regulation—Principal Limitations and
Restrictions on Financial Institutions—Capital Adequacy and Leverage.”
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Through our subsidiaries in the United States, we are also subject to extensive regulation under
U.S. law and regulations, including oversight by FINRA and the SEC, and, through BTG Pactual Europe
LLP, one of our operating entities authorized by the FSA to provide investment services in the United
Kingdom, we are additionally subject to the supervision of the FSA and related regulatory requirements in
the United Kingdom. See “Risk Factors—Risk Factors Relating to the Regulatory Environment—The
enactment of the U.S. Dodd-Frank Wall Street Reform and Consumer Protection Act may subject our
investment adviser and broker-dealer in the U.S. to substantial additional regulations, and we cannot predict
the effect of such regulation on our business,” “Regulatory Overview—Regulation in the United States”
and “Regulatory Overview—Regulation in the United Kingdom.” Celfin and Bolsa y Renta are also
subject to regulatory capital requirements determined by Chilean and Colombian laws and their regulators,
respectively, calculated based on their own capital considered individually.

Tax Risk

Tax risk includes the risk of exposure to fines, penalties, judgments, damages and/or settlements in
connection with regulatory assessment as a result of non-compliance with applicable legal and regulatory
requirements.

We are subject to the tax laws of the various jurisdictions in which we operate. To determine the
financial statement impact of accounting for taxes, including the provision for income tax expense and
deferred tax assets, and to seek to comply with applicable tax law, we must make assumptions and
judgments about how to apply these tax laws. However, many of these tax laws are complex, subject to
different interpretations and are frequently under review by governmental authorities. These reviews
frequently result in revisions to applicable laws, regulations and interpretations thereof, sometimes with
retroactive effect.

For example, in recent years, tax authorities have paid closer attention to transfer pricing and have
reviewed the allocation of income and loss, and taxes paid, to their respective jurisdictions. It is possible
that tax authorities could require that items of income or loss be reallocated among, or disallowed for, our
subsidiaries, or could levy tax assessments on our subsidiaries in a manner that adversely affects us.

In addition, disputes may occur regarding our view with respect to a tax position. These disputes
with the various taxing authorities may be settled by audit, administrative appeals or adjudication in the
court systems of the tax jurisdictions in which we operate. We regularly review whether we may be
assessed additional taxes as a result of the resolution of these matters, and additional reserves may be
recorded as appropriate. Additionally, we may revise our estimate of taxes due to changes in tax laws,
regulatory instructions, legal interpretations and tax planning strategies. We are also responsible for
withholding taxes, acting as the withholding agent in some transactions and serving as the legal
representative of foreign investors, if elected. It is possible that revisions in our estimate of taxes may
materially affect us in any reporting period.

Our tax department is accountable for managing tax risks and also for supporting all our business
units and administrative areas. All potential risks are promptly and clearly reported to our Senior
Management Team.

Reputational Risk

The success of our businesses is highly dependent on our reputation and, as result, we maintain
principles and practices that we believe conform to the highest ethical standards. We carefully and
selectively review transactions and services before we accept an engagement in order to minimize any
potential damage to our reputation. We believe that damage to our reputation can arise from (i) doing
business with controversial counterparties or clients, (ii) the social, environmental or public impact of a
transaction performed or facilitated by us, (iii) any action or decision that does not conform to the letter and
spirit of the law and regulations to which we and our clients are subject and (iv) the perceptions of our
clients, counterparties, investors and regulators, or the public in general, with respect to the foregoing. To
ensure the appropriate monitoring of reputational risks, we maintain a Code of Conduct, which sets forth
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our principles regarding ethical business standards. In addition, we provide specific guidance on various
topics in the form of internal policies and procedure manuals and offer extensive training for all of our staff.

Our Audited Financial Statements
Applicable Accounting Standards

We prepare our consolidated financial statements in reais in accordance with Brazilian GAAP.
Law No. 11,638/07 and Law No. 11,941/09 amended Brazilian Corporations Law and introduced the
process of conversion of financial statements into IFRS. However, the Central Bank did not fully adopt, as
part of the accounting practices applicable to financial institutions, the provisions of Law No. 11,638.
Instead, pursuant to Central Bank Communication No. 14,259, financial institutions that meet certain
criteria are required to prepare supplemental consolidated financial statements which follow certain of the
IFRS standards as originally issued by IASB, as from December 31, 2010.

As a result of our registration as a public company with the CVM, we were required to prepare
consolidated financial statements for the years ended December 31, 2010, 2011 and 2012 in accordance
with IFRS. Unless the context requires otherwise, any reference to our financial statements for the years
ended December 31, 2010, 2011 and 2012 in this Offering Memorandum are to those consolidated financial
statements of Banco BTG Pactual prepared in accordance with the accounting practices applicable to
institutions accredited by the Central Bank (Brazilian GAAP). No financial statements prepared in
accordance with IFRS for any period are being included in this Offering Memorandum. See “Annex A:
Differences Between Brazilian GAAP and IFRS.”

Functional Currency

Our financial statements and the summary and selected financial information based on our
financial statements, as well as the accounting information that generated accounting records for preparing
such financial statements were prepared in reais.

Emphasis Paragraphs Included in the Auditors’ Reports

Our auditors’ reports included elsewhere in this Offering Memorandum include certain emphasis
paragraphs that are described in detail under ‘“Presentation of Financial and Other Information—Financial
Statements — Emphasis Paragraphs Included in the Auditors’ Reports.”

Reclassification of Prior Period Statements

We have reevaluated the presentation of the results from energy trading contracts generated by our
subsidiary Coomex that is described in detail under “Presentation of Financial and Other Information—
Financial Statements — Reclassification of Prior Period Statements.”

Selected Balance Sheets and Income Statements

Our balance sheet and income statement data as of and for the years ended December 31, 2010,
2011 and 2012 are derived from and should be read in conjunction with our consolidated audited financial
statements and related notes prepared in accordance with Brazilian GAAP included elsewhere in this
Offering Memorandum.

Critical Accounting Policies

In connection with the preparation of our financial statements, we were required to make
judgments, estimates and assumptions affecting the application of accounting policies and the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the
financial information and the reported amounts of revenue and expenses during the reporting periods. Our
judgment is particularly relevant in the determination of fair values of financial assets and the assessment
of the need for provisions for contingent liabilities. Although we believe that our judgment and estimates
are based on reasonable assumptions and are made in light of information available to us, they are
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nevertheless subject to several risks and uncertainties and our actual results may differ from these
judgments and estimates.

We set forth below summarized information relating to our critical accounting policies. See the
notes to our financial statements for further information on these critical accounting policies and other
accounting policies we adopt.

Market Value

Securities and derivatives on our balance sheet (i.e., its inventory) are recorded at market value in
our financial statements. Market value is defined as the amount that would be received to sell an asset, or
paid to transfer a liability, in a transaction between independent market participants willing to negotiate
such assets and liabilities at the determination date.

We determine the market value of our inventory based on unadjusted quoted prices of identical
assets and liabilities negotiated in active markets or, in the absence of such information, on other price
inputs that can be observed directly or indirectly in transactions executed in an active market. In addition,
we hold financial instruments for which no prices are available and which have little or no observable
inputs. For these instruments, we use model based valuation techniques that determine the market value of
a security or derivative from price inputs that cannot be observed in market transactions.

The determination of market value requires subjective assessments and varying degrees of
judgment depending on liquidity, concentration, procedures governing the settlement of transactions by
market participants and risks affecting the specific instrument, and ultimately depends on our
management’s assumptions.

Each of our business units is primarily responsible for the management of our inventory and for
the determination of the fair market value of the instruments it reports. It is the responsibility of our control
function to independently verify prices and ensure that the market value of our inventory is appropriate and
is determined on a reasonable basis. In case there is a discrepancy, the senior management of our control
departments is ultimately responsible for the valuation of our inventory.

Open Market Investments and Open Market Funding

Open market investments and funding are recorded at the historical values, plus accrued interest
income and expenses to the balance sheet date, recorded on a daily pro rata basis and calculated based on
the variation in the indices or the interest rate agreed.

Securities
We record securities in our portfolio as follows:

e Trading Securities. We record the securities we acquire for trading in our balance sheet at
their acquisition cost, and recognize any valuation adjustments resulting from mark-to-market
accounting and earnings derived from such securities on a daily basis. These adjustments and
earnings are also recognized as revenues or expenses, as the case may be, in our income
statement.

o Securities available for sale. We record any securities in balance sheet not classified as
trading securities nor securities held to maturity as securities available for sale. These
securities are maintained in our books at their acquisition cost, and are marked-to-market on a
daily basis following the same valuation criteria as with respect to the trading securities.
However, the unrealized gains or losses from securities available for sale are recorded as other
comprehensive income, or OCI, in our net equity in our income statement. Once the securities
available for sale security is sold or otherwise disposed of, unrealized gains or losses recorded
in OCI are released through our income statement.
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o Securities held to maturity. We record the securities that we intend and have the financial
capacity to hold through maturity in our balance sheet at their acquisition cost and add any
contractual earnings derived from such securities on a daily basis. These earnings are also
recognized as revenues in our income statement. We do not make mark-to-market adjustments
in connection with these securities. Securities classified in this category are subject of
adjustments when permanent losses are identified.

Derivatives
We record options, futures contracts, swaps and forward positions as follows:

e  Options. A premium received is classified as a liability until option maturity, when it is then
recognized as a reduction of the cost of the acquired financial instrument underlying the
option or as income, in the event that the option expires and is not exercised. A premium paid
is classified as an asset until the option maturity, when it is then recognized as an increase in
the cost of the acquired financial instrument underlying the option or as an expense, in the
event that the option expires and is not exercised. During the period of the contract, options
are marked-to-market and the corresponding gain or loss is recorded in our income statement.
The nominal value of the purchase and sale agreements is recorded in our memorandum
accounts.

e Futures contracts. The daily adjustment of our futures contracts are recorded as income or
expenses as effectively earned or incurred. The nominal value of the purchase and sale
agreements is recorded in our memorandum accounts.

e Swaps and non-deliverable forwards. The differential receivable or payable is recorded in our
balance sheet and the corresponding revenue or expense, respectively, is recorded in our
income statement on a daily basis at market value. The nominal value of the purchase and sale
agreements is recorded in our memorandum accounts.

e Forward. Long and short positions of each contract are booked separately as an asset and
liability, respectively, in our balance sheet. The contracts are marked to market and the
corresponding gain or loss is recognized in our income statement. The nominal value of the
purchase and sale agreements is recorded in our memorandum accounts.

Loans and Allowance for Loan Losses

The classification of our loans is based on the requirements of CMN Resolution No. 2,682/99, as
amended, which requires us to periodically analyze our loan portfolio and classify our loans within nine
rating levels, ranging from “AA” (minimum credit risk) to “H” (maximum credit risk). Any loans classified
as level “H” (which requires a provision equal to the full amount of the loan) must be written off after
being classified as such for a period of nine months. The write-off amount is recognized against the
existing provision, and the write-off records are maintained for up to five years in a memorandum account.
From this moment, the written off balances are no longer included in our balance sheet accounts, and any
eventual recovery from loans allocated to the memorandum account is recognized only when cash is
received. See “—Risk Management—Credit Risk.”

Provision for Legal Contingencies

We are currently party to tax, labor and civil proceedings arising from the normal course of our
business. For each of these legal proceedings, we classify as “probable,” “possible” and “remote” the risk
that any contingencies will materialize into actual losses for us. We generally record provisions in our
books when we classify the risk of any loss related to these contingencies as probable. We do not constitute
provisions for contingencies when we consider the associated risk as possible or remote. We also do not
recognize in our financial statements contingent assets, unless there is evidence based on an irrevocable
decision of the relevant court or regulatory authority ensuring their realization. We typically base our
classifications of the probability of losses on legal claims on the opinion of our external counsel, taking into
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consideration the analysis of the possible outcomes of the claims, the litigation strategies for challenging
such claims or the possibility of entering into agreements in relation to such claims. Any change in the
circumstances of the claims are taken into account in the process of classification of our risk of loss in the
lawsuits to which we are party and may lead us to revise our provision for contingencies.

Recognition of Results of Operations

Except with respect to certain financial instruments and transactions with securities and
derivatives, our results of operations are recognized on an accrual basis. For additional information
regarding instruments and transactions which are not recognized on an accrual basis, see the notes to our
financial statements. Management fees are recognized over the period that the related service is provided
based upon average net asset values. In certain circumstances, we are also entitled to receive incentive fees
based on a percentage of a fund’s return or when the return on AUM exceeds specified benchmark returns
or other performance targets. Performance fees are generally based on investment performance over a 6 or
12-month period and are recognized in our income statement when the measurement period ends.

Cash and Cash Equivalents

Cash at banks in our balance sheet includes cash on hand and bank deposits, together with short-
term highly liquid investments that we believe are subject to insignificant risk of changes in value and have
a maturity of 90 days or less. It does not include other highly liquid and unencumbered sovereign bonds
that we consider as readily available liquidity in our cash position in accordance with our liquidity
management policy (see “—Liquidity”).

Deferred Income Tax and Social Contribution

Our income tax and social contribution imposed by Brazilian law are recorded under current or
deferred assets and/or liabilities.

Current Brazilian income tax (IRPJ) is calculated based on our taxable income at the rate of 25.0%
(15.0% plus an additional 10.0% for taxable income in excess of R$240,000). The Brazilian social
contribution (CSLL) tax is calculated based on our taxable income at the following rates: (a) for Brazilian
entities in our group that are deemed financial institutions under Brazilian tax law, 9.0% prior to April 30,
2008 and 15.0% after April 30, 2008, and (b) for Brazilian entities in our group that are deemed non-
financial institutions under Brazilian tax law, 9.0%. Brazilian tax legislation allows us to offset tax losses
from prior periods against the taxable income of the current period, with no time limitation, but only up to
30.0% of the taxable income of each fiscal year.

Deferred income tax and social contribution include the effects from the recognition of “temporary
differences,” which are composed mainly of amortization of goodwill and intangibles recognized in
business combinations and provisions usually related to contingencies, allowance for loan losses and
deferred earnings related to securities and derivatives, which are not deductible nor taxable in the
calculation of the tax basis when accrued, but only at a later point in time when their financial realization
occurs. When calculating our income tax, we recognize all recorded provisions as temporary differences.
For purposes of recognition and maintenance of deferred tax assets, we are required to comply with specific
rules set forth by the Central Bank.

Current and Long-Term Liabilities

Current and long-term liabilities are stated at known or estimated values, including, as applicable,
accrued charges and monetary (on a daily pro rata basis) and foreign exchange variation.

Offsetting Financial Securities and Derivatives

We offset financial assets and financial liabilities and report the corresponding net amount in our
balance sheets if (i) we are legally entitled to offset such financial assets and liabilities and (ii) we intend to
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(a) settle such financial assets and financial liabilities on a net basis or (b) realize the financial asset and
settle the financial liability simultaneously.

Sale and Transfer of Financial Assets

Until December 31, 2011, no specific accounting pronouncement addressed the recording of
transfers of financial assets pursuant to Brazilian GAAP, except for when such a transfer involved a special
purpose entity that is in substance controlled by the reporting entity. In addition, the sale or transfer of
financial assets was derecognized from the balance sheet when the transferor retained all or substantially all
of the risks and benefits relating to the ownership of such transferred asset. Commencing on January 1,
2012, financial assets remain on the transferor’s balance sheet when the transferor sells or transfers a
financial asset and retains all or substantially all of the risks and benefits of the asset. In such case, a
financial liability is recognized for the consideration received for such asset.

Our Unaudited Adjusted Income Statement

The presentation of our audited income statement is based upon Brazilian GAAP and the
standardized framework established by the Central Bank, which our management believes is better suited
for the financial disclosure of commercial banks rather than investment banks like us. Our management
believes that the additional presentation of an adjusted income statement provides information which is
more consistent with the manner in which our publicly-traded global investment banking competitors
present financial information to the market.

Our unaudited adjusted income statement includes a revenues breakdown by business unit net of
funding costs and financial expenses allocated to such unit, and a reclassification of certain other expenses
and costs for the years ended December 31, 2010, 2011 and 2012 and a discussion of such adjusted income
statement. Our adjusted income statement is derived from the same accounting information that generated
accounting records used for preparing our income statement in accordance with Brazilian GAAP for the
years ended December 31, 2010, 2011 and 2012. The classification of the line items in our adjusted income
statement, however, is unaudited and materially differs from the classification of the corresponding line
items in our income statement, as further described below. Prospective investors are urged to read carefully
the financial statements before making an investment decision to purchase the Notes.

A summary of certain material presentation differences between our adjusted income statement
and the presentation of the income statement in accordance with Brazilian GAAP can be found on
“Presentation of Financial Information and Other Information - Unaudited Adjusted Income Statement”.

Recent Acquisitions, Divestitures and Corporate Restructurings Affecting our Results of Operations
Initial Public Offering

On April 30, 2012, the BTG Pactual Group completed its initial public offering, consisting of
103,500,000 units, each representing, directly or through depositary receipts, (i) one common share and two
preferred shares of our capital stock and (ii) one voting share and two non-voting shares of BTG Pactual
Participations. The majority of these units were listed in Brazil on the BM&FBOVESPA, and 129,000 units
were also listed in Europe on the Alternext Amsterdam, the multilateral trading facility operated by
Euronext Amsterdam N.V. The majority of the units offered in the initial public offering are represented by
primary securities, resulting in gross proceeds to the BTG Pactual Group of approximately R$2,587.5
million, of which we received R$2,070.0 million. We have and expect to continue to use our portion of the
proceeds from the initial public offering of the BTG Pactual Group to, among other things, increase our
corporate lending and sales and trading operations and develop new lines of business. The IPO proceeds
received by us qualify as Tier I capital for regulatory purposes.

Acquisition of Banco PanAmericano Co-Controlling Interest and BFRE

In January 2011, we entered into an agreement to purchase 100% of the shares in Banco
PanAmericano held by Grupo Silvio Santos for R$450.0 million, representing a 37.64% equity interest in
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Banco PanAmericano (composed of 51.0% of its voting shares and 21.97% of its non-voting shares). The
transaction was approved by the Central Bank and closed on May 27, 2011. Such acquisition triggered a
requirement that we commence a tender offer to purchase additional shares of Banco PanAmericano held
by its minority shareholders. This tender offer was completed on September 16, 2011, resulting in an
acquisition of an immaterial amount of additional non-voting shares of Banco PanAmericano. As a result,
we maintained our 34.06% equity interest in Banco PanAmericano’s total outstanding equity. In connection
with this acquisition, we and CaixaPar, the co-controlling entity which owns a 37.0% equity interest in
Banco PanAmericano’s total capital stock, entered into a shareholders agreement which establishes the
conditions for the shared control of Banco PanAmericano. In addition, CaixaPar reiterated its commitment
to preserve our strategic alliance with Banco PanAmericano by entering into a cooperation agreement
under which CaixaPar agreed to acquire credits originated by, and invest in deposits issued by Banco
PanAmericano, thus helping to support its future business. Banco PanAmericano and CaixaPar also intend
to expand the range of the financial products and services they offer through leveraging on their
distribution channels. We believe the deal will strengthen our partnership with CaixaPar.

The banking supervision and compliance with regulatory capital requirements of Banco
PanAmericano are performed and measured on a segregated basis from those of ours. Accordingly, we
calculate our regulatory capital without giving effect to the assets and liabilities, risks and financial position
of Banco PanAmericano, and we do not perform the proportional consolidation of Banco PanAmericano
into our balance sheet. This results in each of us and Banco PanAmericano continuing to calculate the
respective regulatory capital requirements on a stand-alone basis, as two independent banking
conglomerates.

In November 2010, Banco PanAmericano disclosed that a series of accounting inconsistencies had
been uncovered at Banco PanAmericano which resulted in losses totaling R$2.5 billion. Upon such
announcement, Grupo Silvio Santos and CaixaPar sought to prevent new inconsistencies by electing a new
management team at Banco PanAmericano. In addition, Grupo Silvio Santos agreed to make Banco
PanAmericano whole for such losses by injecting capital into it for the same total amount. Subsequently,
additional financial irregularities totaling R$1.3 billion and other adjustments totaling R$0.5 billion were
identified. As a consequence, on January 31, 2011, Grupo Silvio Santos injected an additional R$1.3 billion
into Banco PanAmericano and agreed to sell its stake in Banco PanAmericano to us. We elected new
officers and directors of Banco PanAmericano in April 2011. As a result of the significant weaknesses and
irregularities of the accounting systems and internal controls of Banco PanAmericano at the time of our
acquisition, it is currently executing important investments in technology and processes in order to improve
operational and competitive conditions of the bank. In addition, we, together with Caixa, elected the new
management of Banco PanAmericano.

In April 2011, we acquired senior quotas of a credit receivable investment fund, or FIDC,
representing 80% of the fund’s capital. The FIDC is composed exclusively of credits originated by Banco
PanAmericano in the total amount of approximately R$3.5 billion. Such credits were previously acquired
from Banco PanAmericano indirectly by Fundo Garantidor de Crédito—FGC, which established the FIDC
and retained ownership of subordinated quotas representing 20% of the FIDC’s capital. In December 2011,
we acquired the subordinated quotas of the FIDC, as a result increasing our ownership in the FIDC to 100%.

Banco PanAmericano generated a consolidated net income of R$67.0 million in 2011 and a
consolidated net loss of R$495.9 million in 2012, calculated in accordance with Brazilian GAAP. We
cannot assure you that it will not continue to generate net losses in 2013 or thereafter. We record the results
of operations from Banco PanAmericano using the equity method of accounting, pursuant to which our
share of Banco PanAmericano’s net income or net losses, as deducted by accumulated losses adjustments
relating to previous periods, is recognized in our income statement as equity in the earnings of associates
and jointly controlled entities. Banco PanAmericano recorded substantial adjustments to accumulated
losses in 2011. Accordingly, we recorded losses of R$27.2 million in connection with Banco
PanAmericano’s equity pick-up for 2011 and losses of R$160.3 million in 2012. Banco PanAmericano’s
management is taking several initiatives intended to improve Banco PanAmericano’s profitability and
aiming to avoid further losses.
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On January 18, 2012, Banco PanAmericano’s shareholders approved a capital increase in an
amount of up to R$1.8 billion, with an issue price of R$6.05 per share. We and CaixaPar committed to
exercise preemptive rights for an aggregate amount of R$1.335 billion, with our share amounting to
R$677.0 million. However, we agreed that, upon the request of TPG Axon, we would transfer part of our
preemptive rights with respect to a total of R$182 million of our R$677 million commitment. TPG-Axon
elected to exercise such rights and, on April 17, 2012, subscribed for preferred shares representing, after the
capital increase, 12.0% of Banco PanAmericano’s preferred shares and 5.55% of its total capital stock, thus
reducing our contribution to R$495.4 million. Following such exercise, we maintained our 51.0% equity
interest in Banco PanAmericano’s common shares, and we and CaixaPar continue to co-control Banco
PanAmericano pursuant to the terms of a shareholders agreement which establishes the conditions for
shared control.

On January 31, 2012, we and Banco PanAmericano entered into definitive agreements to purchase
100% of the shares of BFRE. The total purchase price (subject to adjustment) was approximately R$1.21
billion (without including the R$335 million purchase price of certain assets by us described below), of
which R$940 million was paid by PanAmericano and R$270 million was paid by us. Prior to the closing of
the transaction on July 19, 2012, BFRE was divided into two companies by means of a spin-off. The first
such company (Brazilian Capital Companhia de Gestdao de Investimentos, or Brazilian Capital), which we
acquired, retained the rights to advise, manage and/or administer certain real estate and equity investment
funds. In addition, we paid approximately R$335 million (subject to adjustment) to purchase certain real
estate and equity investment funds held by BFRE. The remainder of the businesses conducted by BFRE
will remain in the second company, which was purchased by Banco PanAmericano.

We believe that the actions described above will enhance the capital structure of Banco
PanAmericano and support its growth plans. However, it is possible that the initiatives to return Banco
PanAmericano to profitability may not meet the expected results and that new capital injections at Banco
PanAmericano will be required. See “Risk Factors—Risk Factors Relating to Our Business and Industry—
Our inability to successfully implement our strategy relating to, or to realize the intended benefits from, our
recent acquisition of a co-controlling interest in Banco PanAmericano or Banco PanAmericano’s
acquisition of BFRE could have a material adverse effect on us.”

Acquisition of Celfin

On November 13, 2012, we concluded the purchase of all of the outstanding shares of Celfin. In
connection with the transaction, we, through BTG Pactual Chile Spa., paid the owners of Celfin a total of
US$451.5 million in cash, and the former owners of Celfin acquired approximately 2.2% (calculated as of
the date of this Offering Memorandum) of the total outstanding equity interests in us and BTGI for
R$391.8 million and US$49.1 million, respectively. Such equity interest is subject to repurchase by us at a
nominal amount in certain limited circumstances during the four years following completion of the
transaction. Such provisions are designed to provide the former shareholders of Celfin with incentives to
remain active participants in the combined entity following the transaction, and we expect that they will do
SO.

As of December 31, 2012, BTG Pactual Chile Spa., which is the parent company of Celfin, had
consolidated shareholders’ equity and total assets of R$923.5 million and R$2,153.7 million, respectively,
prepared in accordance with Brazilian GAAP. For accounting purposes, Celfin’s results have been
consolidated into ours since November 1, 2012. We recorded goodwill in the amount of R$726 million in
this transaction in accordance with Brazilian GAAP. See “Business—Celfin”.

Establishment of One Properties and Merger into BR Properties

On June 10, 2011, we entered into an investment agreement with WTorre Properties S.A. to
establish One Properties S.A., or One Properties, a jointly-controlled company focused on the development,
acquisition, leasing and sale of commercial & industrial/logistics real estate properties in Brazil. Under the
terms of this transaction, which settled on November 22, 2011, a real estate vehicle controlled by us
through a 91.9% equity interest, Saira Diamante Empreendimentos Imobilidrios S.A., transferred real estate
assets and cash to One Properties in the aggregate amount of R$1.5 billion in exchange for 49.9% of the
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ownership interests in the joint venture, plus warrants that permit it to purchase an additional 23.4%
ownership interest, subject to certain conditions.

On January 14, 2012, we and WTorre Properties S.A. agreed to merge One Properties with BR
Properties S.A., or BR Properties, another leading real estate company in Brazil. On March 29, 2012, the
transaction closed, resulting in the creation of the largest publicly traded commercial real estate company in
Brazil, with over R$10 billion in assets. In connection therewith, 129,813,498 new common shares of BR
Properties were issued to the original shareholders of One Properties in exchange for the shares of One
Properties previously held by them. As a result, One Properties’ original shareholders hold a 41.9% equity
interest in BR Properties, with us owning 28.3% of BR Properties’ shares. As part of this transaction, Saira
Diamante Empreendimentos Imobilidrios S.A., our subsidiary, was also merged into BR Properties. We
record the results of operations from BR Properties using the equity method of accounting.

Acquisition of Coomex Empresa Operadora do Mercado Energético Ltda.

On September 20, 2010, we acquired all of the issued shares of Coomex Empresa Operadora do
Mercado Energético Ltda., or Coomex, a leading independent energy trader in Brazil for a total purchase
price of R$183.0 million, of which R$40.0 million will be paid in 2013. Following such acquisition,
Coomex’s energy trading operations were integrated into our structure to form our energy trading desk. The
acquisition of Coomex was an important step in consolidating our commodities trading activities and
expanding our product mix. In the second half of 2011, BTG Pactual Agente — Comercializador de Energia
Ltda. was merged into Coomex Empresa Operadora do Mercado Energético Ltda.

Establishment of BW Properties S.A.

In connection with the One Properties transaction, on November 22, 2011, we entered into an
investment agreement with WTorre Properties S.A. to establish BW Properties S.A., or BW Properties, a
real estate development company which holds longer term real estate commercial development projects.
Pursuant to the terms of the agreement, we hold a 67.5% equity interest in BW Properties, which was
established to focus on the development of two commercial real estate assets located in the city of Sdo
Paulo, Brazil.

Corporate Restructuring

In September 2011, following the granting of the required regulatory approvals, we and BTGI
concluded a corporate restructuring pursuant to which BTGI’s former subsidiaries responsible for
conducting the BTG Pactual Group’s international platforms in London, New York and Hong Kong were
transferred to us. The purpose of this transaction was to transfer BTGI’s remaining operating subsidiaries to
us, and was realized at book value in an aggregate amount of US$188.1 million. Although this corporate
restructuring will not affect the financial condition or results of operations of the BTG Pactual Group, we
expect that it will materially affect our administrative and personnel expenses on a stand-alone basis going
forward. After the completion of this corporate restructuring, BTGI continued to function as the investment
vehicle for part of the principal investment business of the BTG Pactual Group. As a result of the
restructuring, BTGI does not have employees and consequently does not conduct any operating activities,
directly or through any of its subsidiaries, and its assets will continue to be managed by our asset
management unit.

Acquisition of Bolsa y Renta

On June 14, 2012, we entered into a definitive agreement to purchase 100% of the outstanding
shares of Bolsa y Renta, one of Colombia’s largest equity brokerage firms in terms of transaction volume,
for approximately US$51.9 million, thus concluding negotiations initiated with Bolsa y Renta in 2011. On
December 20, 2012, we concluded the purchase of all of the outstanding shares of Bolsa y Renta for a total
consideration of US$58.4 million in cash, and the former owners of Bolsa y Renta acquired equity interests
in us and BTG Pactual Participations equal to R$52.5 million and US$6.4 million, respectively,
representing approximately 0.25% of the capital stock of each company (calculated based on our
outstanding capital stock and the outstanding capital stock of BTG Pactual Participations as of the date of

88



this Offering Memorandum). The value of the equity investment was negotiated and pre-determined in U.S.
dollars at the end of 2011, prior to our and BTG Pactual Participations’ initial public offering. We expect
that Bolsa y Renta’s current executives will continue to manage operations in Colombia and, accordingly,
we anticipate paying additional amounts in the form of retention bonuses and deferred compensation to
certain of the Bolsa y Renta’s executives from the second through the fourth anniversaries of the date on
which we entered into a definitive agreement with respect to the transaction.

As of December 31, 2012, Bolsa y Renta had consolidated shareholders’ equity and total assets of
R$74.1 million and R$89.9 million, respectively, prepared in accordance with Brazilian GAAP. For
accounting purposes, Bolsa y Renta’s assets and liabilities have been consolidated with ours since
December 31, 2012 and their results will be consolidated with ours in 2013. We recorded goodwill in the
amount of R$47.1 million in this transaction in accordance with Brazilian GAAP. See “Business — Bolsa y
Renta”

Acquisition of Bamerindus

On January 30, 2013, we entered into definitive agreements related to our acquisition of certain
credits and rights held by Fundo Garantidor de Créditos, or FGC, against Banco Bamerindus do Brasil S.A.,
or Bamerindus, in extrajudicial liquidation, and other companies in Bamerindus’s economic group. In
connection with the transaction, we will pay approximately R$418.0 million to FGC in five installments,
the first of which will be paid at the closing of the transaction and the other four on the first through fourth
anniversary of the closing. The four installments will be adjusted by CDI. This transaction will result in us
acquiring (i) control of Bamerindus and its subsidiaries, (ii) an interest in Bamerindus greater than 98.0%
of its total and voting capital, and (iii) the receivables and assets held by the Bamerindus, which will be
used in the context of our credit operations. The transaction remains subject to the satisfaction of several
typical closing conditions, including the receipt of all required regulatory approvals, the completion of the
extrajudicial liquidation of Bamerindus and its subsidiaries, and the settlement of certain of their financial
obligations in order for Bamerindus to have positive shareholders’ equity. The transaction does not include
the right to the Bamerindus brand. We expect the transaction to close no later than the third quarter of 2013,
although there can be no assurance that the transaction will be concluded. We do not expect that the
transaction, if consummated, will materially affect our financial condition or results of operations.
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Our Consolidated Income Statement (Brazilian GAAP—audited)
The following table sets forth our income statement prepared in accordance with Brazilian GAAP

for the years ended December 31, 2010, 2011 and 2012 included in the financial statements included
elsewhere in this Offering Memorandum:

For the year ended December 31,

2010 2011 2012
(in R$ millions)
Financial inCome ..................coooioiiiiiiiii e 3,575.2 6,050.1 8,582.9
LLOAIS ..ottt ettt ettt eaaaan 327.2 945.6 1,333.6
SECUIILIES ..uvvieiieiiieeeiieeeeeeee ettt ettt e et e e et e e eeaa e e eeareeeereeeeeaaeeeenes 2,698.3 4,589.1 6,773.2
Derivative financial inStruments ...........c...ccevveeeeiieeeriiieeenieeeeieee e 480.9 225.0 296.4
FOreign eXChange.........coeveevierieniiniiiinieiesteiese et 68.8 249.3 116.5
Mandatory INVESIMENTS .......cc.eeveriereerienieieniieieneeenreetesre e eresneene - 41.1 63.2

Financial expenses (2,428.5) (4,549.6) (5,277.3)

Funding operations (2,458.9) (4,002.0) (4,227.7)
Borrowing and onlending ..........c.cceceevereenienieiienennieneeeseee e 37.4 (517.6) (581.3)
Allowance for loan losses and other receivables..........ccccccooeevuvveeeeeennn. (7.0) (30.0) (468.3)

Net financial iNCOME ..................oooviviiiiiiiiiiieecceeceeeeeeeee e 1,146.7 1,500.4 3,305.6
Other operating income (€XPenses) ...........c.cceeveerveeereercieeneenseeennns 275.6 174.3 454.4
Income from services rendered............ccoeeeeeveeeeiieeeeinieeeciee e 803.0 1,107.6 2,219.2
Personnel XPenses .........ceeerueeuierieriienieniieieniieiesie ettt (227.7) (359.7) (605.7)
Other administrative expenses (255.2) (355.5) (677.9)
TaX CHATZES ...eeuveieeniieiteieeee ettt ettt sae e (188.3) (286.0) (283.9)
Equity in the earnings of associates and jointly controlled entities - 3.5) 245.8
Other Operating INCOME. ......cc.eeuteruereerierierienteeieneeeenreete st eeesreerenaeeae 173.6 158.1 109.0
Other OPerating EXPENSES .......coververeerrereeruerreeieneeeenreetesseeeenseesensenne (29.8) (86.6) (552.1)
Operating iNCOME..............occoeviiiriiiiierie et 1,422.3 1,674.9 3,760.0
Non-operating income (expense) 0.4) 9.2 (12.0)
Income before taxation and profit sharing ..................c.coccoceiinin. 1,421.9 1,684.1 3,748.0
Income tax and social contribution ......................ccccoeviiiiiiiiiniienn. (381.6) 199.2 (727.5)
Provision for iNCOME taX .......c.cevveeriieiiierieeieeeeeesieesreesieeeveeveesaeenaeeas (69.2) (116.6) (607.5)
Provision for social contribution...........c...cceveeeecuieeeiiiieeenieeeeieee e (39.7) (54.6) (285.7)
Deferred tax aSSetS......uiiiiiiieciieeeeieee ettt eree e e 272.7) 370.4 165.7
Statutory profit sharing................ccocooevievinieiiiieeeeeeee s (229.4) (401.2) (938.2)
NoON-controlling INEEIEST.....cccueruieriirieiiriieienieeiene et - 5.0) (21.1)
NEtINCOMIE ...ttt et eae e 810.9 1,477.1 2,061.2

Net Financial Income
Our net financial income consists of our financial income less our financial expenses.

Our financial income is composed primarily of income derived from (i) interest we charge on our
loans plus commissions charged in connection with our credit operations, (ii) interest income, realized
gains or losses from transactions involving securities and unrealized gains and losses arising from mark-to-
market accounting practices applicable to our securities portfolio, which may include government bonds
and private securities as well as repurchase agreements, (iii) net realized and unrealized gains from (a) our
trading of financial instruments for the purpose of mitigating risk, including swaps, forwards, futures,
options and other derivatives, in accordance with our customers’ needs, and (b) mark-to-market accounting
practices applicable to such instruments, (iv) net gains from fluctuations of exchange rates related to our
positions in foreign currencies and commissions obtained from transactions involving the purchase and sale
of foreign currencies, and (v) interest on mandatory deposits maintained at the Central Bank.

Our financial expenses are composed primarily of expenses derived from (i) interest expenses in

connection with repurchase agreements on open market transactions and deposits; (ii) interest and fees paid
on our borrowings in Brazil and abroad, including borrowings from Brazilian governmental agencies such
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as BNDES, in which we act as agent; (iii) net realized and unrealized losses from (a) our trading of
financial instruments for the purpose of mitigating risk, including swaps, forwards, futures, options and
other derivatives, and (b) mark-to-market accounting practices applicable to such instruments; (iv) gains or
losses on our short position of equities on BM&FBOVESPA; (v) interest expenses on secured funding
obtained from our prime brokers and (vi) allowance for loan losses made in accordance with our
accounting practices and as determined by the requirements of CMN Resolution 2,682/99.

2012 versus 2011

Our net financial income increased 120.3%, from R$1,500.4 million in 2011 to R$3,305.6 million
in 2012, mainly due to the general growth of our businesses and the deployment of proceeds from our
initial public offering in April 2012.

Financial Income. Our financial income increased 41.9%, from R$6,050.1 million in 2011 to
R$8,582.9 million in 2012. This increase was due to the following factors:

Loans. Our revenues from loans increased 41.0%, from R$945.6 million in 2011 to R$1,333.6
million in 2012, mainly due to: (i) a 28.4% increase in our loan portfolio, from an average balance of
R$5,183.9 million in 2011 to an average balance of R$6,654.0 million in 2012; and (ii) a 141.7% increase
in our credit receivable portfolio, which includes primarily payroll loans and vehicle financing through our
credit receivable investment fund (FIDC), from an average balance of R$1,146.8 million in 2011 to an
average balance of R$2,771.8.0 million in 2012. This increase was partially offset by lower CDI interest
rates, which decreased from an average of 11.6% in 2011 to an average of 8.4% in 2012.

Securities. Our revenues from securities increased 47.6%, from R$4,589.1 million in 2011 to
R$6,773.2 million in 2012, mainly due to (i) higher trading revenues from securities traded in the
international markets; (ii) higher revenues from securities with credit exposure, such as debentures,
promissory notes and certificate of real estate receivables, which increased from an average balance of
R$3,254.4 million in 2011 to an average balance of R$8,527.7 million in 2012, and (iii) higher trading
revenues from cash equities due to the performance of the IBOVESPA index (particularly in the first
quarter of 2012), which increased 7.3% in 2012, compared to a 18.1% decrease in 2011.

Derivative Financial Instruments. Our results from derivative financial instruments increased
31.7%, from R$225.0 million in 2011 to R$296.4 million in 2012, mainly due to (i) increased gains from
equity-linked derivatives and (ii) increased gains from derivatives linked to interest rates as a result of the
positive impact of CDI rate decreases during the period, from 11.6% in 2011 to 8.4% in 2012. This gain
was partially offset by losses from derivative transactions related to our global market strategy and lower
gains from energy contracts.

Foreign Exchange. Our foreign exchange results decreased 53.3%, from R$249.3 million in 2011
to R$116.5 million in 2012, primarily as a result of the higher foreign exchange rate volatility in the foreign
exchange markets in Brazil in 2011.

Mandatory Investments. Our revenues from mandatory investments, which are derived from our
mandatory deposits placed with the Central Bank, increased 53.8%, from R$41.1 million in 2011 to R$63.2
million in 2012. While the average balance of our mandatory deposits (which is indexed to the SELIC rate)
remained relatively stable from July to December 2011 and through 2012, we recorded higher revenues in
2012 as a result of full-year interest recognition in 2012 compared to only half-year interest recognition in
2011. Our mandatory deposits are required by the Central Bank as a function of our balance of time
deposits, which has been growing consistently over the past three years. In the second half of 2011, our
total balance of time deposits for the first time exceeded the threshold above which we are required to place
mandatory deposits with the Central Bank. This increase in revenues from mandatory investments was
partially offset by a decrease in the SELIC rate, from an average of 11.6% in 2011 to an average of 8.4% in
2012.

Financial Expenses. Our financial expenses increased 16.0%, from R$4,549.6 million in 2011 to
R$5,277.3 million in 2012. This increase was due to the following factors:
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Funding Operations. Our expenses from funding operations increased 5.6%, from R$4,002.0
million in 2011 to R$4,227.7 million in 2012, mainly as a result of (i) an increase in expenses, from
R$200.4 million in 2011 to R$465.5 million in 2012, due to our issuance of R$3.975 billion in subordinated
notes in April 2011, with an average maturity of 7.8 years with no principal payments due until October
2016, (ii) an increase in expenses of R$24.8 million in 2012 related to the issuance of US$800.0 million
ten-year subordinated notes in September 2012, at a fixed-rate of 5.75% per annum and (iii) an increase in
expenses, from R$23.8 million in 2011 to R$51.9 million in 2012, due mainly to the issuance of US$500
million five-year senior notes in July 2011 and US$235.0 million five-year senior notes in September and
October 2012 . These increases were partially offset by lower CDI interest rates, which decreased from an
average of 11.6% in 2011 to an average of 8.4% in 2012. This decrease impacted expenses related to most
of our funding instruments, particularly (i) our open market funding, which decreased from R$2,645.9
million in 2011 to R$2,584.0 million in 2012, despite an increase in the average balance of our open market
funding portfolio, from R$39,610.7 million in 2011 to R$49,663.2 million in 2012 and (ii) our CDB and
CDI portfolios which generated expenses of R$866.8 million in 2012, compared to R$943.3 million in
2011 despite a 38.0% increase in our average balance, from an average of R$10,125.2 million in 2011 to an
average of R$13,973.9 million in 2012.

Borrowing and onlending. Our expenses from borrowing and onlending increased 12.3% from
R$517.6 million in 2011 to R$581.3 million in 2012, mainly due to negative mark-to-market adjustments
of our equity short positions traded on BM&FBOVESPA, which generated losses of R$280.2 million in
2012, compared to a loss of R$58.3 million in 2011, partially offset by a decrease in losses from exchange
rate fluctuations on our borrowings denominated in currencies other than the real, which generated
expenses of R$264.7 million in 2012, compared to expenses of R$422.6 million in 2011.

Allowance for loan losses and other receivables. Our expenses related to our allowance for loan
losses and other receivables increased from R$30.0 million in 2011 to R$468.3 million in 2012, mainly due
to an increase in our provisions for loan losses both in terms of amount and as a percentage of each of our
loan portfolio and portfolio of other credit receivables. Our provisions for loan losses as of December 31,
2012 were R$191.5 million, or 1.1% of our loan portfolio, including credit receivables and off-balance
sheet items such as letters of credit and commitments, of R$17,496.9 million, compared to provisions of
R$96.4 million, or 0.9% of our total loan portfolio, including credit receivables and off-balance sheet items
such as letters of credit and commitments, of R$11,252.6 million as of December 31, 2011. In addition, our
provisions for loan losses for our portfolio of other credit receivables, which primarily consists of payroll
loans and vehicle financing through our credit rights investment fund (FIDC), as of December 31, 2012,
were R$1,017.2 million, or 40.1% of our portfolio of other credit receivables of R$2,537.0 million,
compared to provisions of R$670.4 million, or 21.7% of our portfolio of other credit receivables of
R$3,090.3 million as of December 31, 2011.

2011 versus 2010

Our net financial income increased 30.8%, from R$1,146.7 million in 2010 to R$1,500.4 million
in 2011, mainly due to the general growth of our businesses, including as a result of our deployment of the
proceeds from the issuance of US$1.44 billion (R$2.41 billion) of new equity capital to the members of the
Consortium and the Participating Partners in December 2010, which enhanced our capital base.

Financial Income. Our financial income increased 69.2%, from R$3,575.2 million in 2010 to
R$6,050.1 million in 2011. This increase was due to the following factors:

Loans. Our revenues from loans increased 189.0%, from R$327.2 million in 2010 to R$945.6
million in 2011, mainly due to: (i) a 91.0% increase in our loan portfolio, from an average balance of
R$2,714.1 million in 2010 to an average balance of R$5,183.9 million in 2011, (ii) a 12.0% depreciation of
the real against the U.S. dollar in 2011 which increased the real revenues generated by our credit operations
backed by export receivables tied to U.S. dollars (our average balance of export receivables tied to U.S.
dollars, which is included in our total loan portfolio, increased from an average balance of R$570.9 million
in 2010 to an average balance of R$1,178.1 million in 2011), and (iii) higher CDI interest rates, which
increased from an average of 9.71% in 2010 to an average of 11.60% in 2011.
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Securities. Our revenues from securities increased 70.1%, from R$2,698.3 million in 2010 to
R$4,589.1 million in 2011, mainly due to a 28.6% increase of our open market investments portfolio in
Brazil, from an average balance of R$13,323.3 million in 2010 to an average balance of R$17,137.0 million
in 2011, coupled with a 100.3% increase of our Brazilian government bonds portfolio, from an average
balance of R$5,074.3 million in 2010 to an average balance of R$10,162.3 million in 2011. The increase in
revenues from these securities was partially offset by the lower trading revenues from the trading of
securities in the international markets.

Derivative Financial Instruments. Our results from derivative financial instruments decreased
53.2%, from a gain of R$480.9 million in 2010 to a gain of R$225.0 million in 2011. Our result in 2011
was mainly due to (i) the 12.0% depreciation of the real against the U.S. dollar in 2011, which resulted in a
loss on our derivatives used to hedge our U.S. dollar exposure with respect to the shareholders’ equity of
our Cayman Islands branch, and (ii) losses with equity linked derivatives in 2011. Those losses were offset
by a gain with derivatives linked to interest rates movements in 2011 and higher gains for energy contracts.
In 2010, our gains were mainly due to the increased volume of derivative transactions entered into with our
sales and trading activities, which generated stronger gains in foreign exchange contracts tied to U.S.
dollars and CDI during that year, as well as gains from derivative transactions related to our global market
strategies.

Foreign Exchange. Our foreign exchange results increased 262.4%, from R$68.8 million in 2010
to R$249.3 million in 2011, due to trading revenues as a result of the higher foreign exchange rate volatility
in the foreign exchange markets in Brazil in 2011.

Mandatory Investments. We had revenue of R$41.1 million from mandatory investments in 2011,
as a result of a mandatory deposit placed with the Central Bank, compared to no revenue in 2010. Our
mandatory deposits are required by the Central Bank as a function of our balance of time deposits, which
has been growing consistently in the past years. In the second half of 2011, our total balance of time
deposits for the first time exceeded the threshold above which we are required to place mandatory deposits
with the Central Bank. The average balance of our mandatory deposits from July 1, 2011 to December 31,
2011 was R$761.9 million, accumulating interest at a rate equivalent to the SELIC rate.

Financial Expenses. Our financial expenses increased 87.3%, from R$2,428.5 million in 2010 to
R$4,549.6 million in 2011. This increase was due to the following factors:

Funding Operations. Our expenses from funding operations increased 62.8%, from R$2,458.9
million in 2010 to R$4,002.0 million in 2011, mainly as a result of an increase of 60.7% in the average
balance of our CDB and CDI portfolios, from an average balance of R$6,302.0 million in 2010 to an
average balance of R$10,125.2 million in 2011. Such increase in the average balance of our CDB and CDI
portfolios generated interest expenses in the amount of R$943.3 million in 2011, compared to R$529.9
million in 2010. In addition, our expenses from funding operations increased during this period as a result
of a 89.1% increase in the average balance of our open market funding portfolio, from an average balance
of R$20,949.6 million in 2010 to an average balance of R$39,610.7 million in 2011. Such increase in our
open market funding portfolio generated expenses in the amount of R$2,645.9 million in 2011, compared
to R$1,842.9 million in 2010. We also issued R$3.975 billion in subordinated notes in April 2011. Such
subordinated notes have an average maturity of 7.8 years with no principal payments due until October
2016. Our subordinated notes generated a total of R$200.4 million in interest expenses in 2011, which was
consistent with the growth of our credit and securities portfolio described above. Our funding expenses
were also affected by the SELIC rate, which increased from an average of 9.71% in 2010 to an average of
11.6% in 2011.

Borrowing and onlending. Our expenses from borrowing and onlending increased from revenue of
R$37.4 million in 2010 to an expense of R$517.6 million in 2011, mainly due to (i) negative mark-to-
market adjustments of our equity short position on BM&FBOVESPA, which generated losses of R$58.3
million in 2011, compared to gains of R$37.0 million in 2010, (ii) losses from exchange rate fluctuations
on our borrowings denominated in currencies other than the real, which generated expenses of R$422.6
million in 2011, compared to gains of R$11.0 million in 2010 and (iii) interest paid to prime brokers which
amounted to R$31.2 million in 2011, compared to R$7.7 million in 2010. The losses due to exchange rate
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fluctuations were mainly the result of an (A) increase in our borrowings denominated in currencies other
than the real in 2011, from an average balance of R$250.1 million in 2010 to an average balance of
R$1,489.9 million in 2011, primarily due to our issuance under this Programme of US$500 million in
medium term notes in July 2011 and (B) the 12.0% depreciation of the real against the U.S. dollar during
2011.

Derivative Financial Instruments. See explanation of “Derivate Financial Instruments” under
“Financial Income” above. Pursuant to Brazilian GAAP, when we incur a loss from our derivative financial
instruments, we record such loss as a financial expense, and when we incur a gain from our derivate
financial instruments, we record such gain as a financial income.

Allowance for loan losses and other receivables. Our expenses from the allowance for loan losses
and other receivables increased from R$7.0 million in 2010 to R$30.0 million in 2011. Our provisions for
loan losses and other receivables as of December 31, 2011 were R$82.6 million, or 1.5% of our total loan
portfolio of R$5,409.2 million, compared to provisions of R$81.2 million, or 1.8% of our total loan
portfolio of R$4,406.1 million as of December 31, 2010. In addition, we had credit write-offs in 2011 of
R$14.3 million (which did not result in additional expenses but reduced the amount of provisions in our
balance sheet) coupled with provisions for losses on our off balance credit commitments of R$10.5 million
in 2011.

Other Operating Income (Expenses)

Our other operating income (expenses) are primarily affected by revenues from services rendered,
compensation, headcount, levels of business activity and retention payment obligations.

The table below shows the composition of our other operating income (expenses) for the periods
indicated:

For the year ended December 31,

2010 2011 2012

(in R$ millions)

Income from services rendered............cccovveeieeeiiiiiiieeeeeeeeinnns 803.0 1,107.6 2,219.2
Personnel eXpenses.......co.eevueeerierieneeneeneenieeeeeeenieeeeie e (227.7) (359.7) (605.7)
Other adminiStrative €XPENSES.......coveeruveerieereeerueenieeenveenieeens (255.2) (355.5) (677.9)
TaX CRATZES....viiiiieeiiieiiierieeete ettt ettt naneeas (188.3) (286.0) (283.9)
Equity in the earnings of associates and jointly controlled

EINEILICS ..uvvieeeiiieeeeiee e ettt e e et e e e et eeeetreeeesereeeeearaeeeeereeas - 3.5) 245.8
Other operating INCOME ........cc.cccueruerierienieniieee e 173.6 158.1 109.0
Other Operating EXpPEenSes .........coereruerrerereeeereerienenieseseeeenns (29.8) (86.6) (552.1)
Other operating income (eXpenses)...........c.ccccecvverveercreennnen. 275.6 174.3 4544
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The table below shows the composition of our income from services rendered for the periods
indicated:

For the year ended December 31,

2010 2011 2012
(in R$ millions)

Management fee and performance premiums for investment

funds and portfolio.......c.cceveeveeniriiiniinicnieeeceeeeee 343.4 511.4 1,329.4
BIroKerage .......c.oocuiiiiiiiiiieiiiieiieceereeece e 107.7 107.7 168.0
Underwriting and advisory fees..........cc.ccooeevieviiiincnicceenn. 330.0 415.8 584.1
Other SErVICes' .........vviveeeeeeeeeeeeee e 21.9 72.7 137.7
Income from services rendered ....................cc.ccccocerrurrnnnnn.. 803.0 1,107.6 2,219.2

(1) Other services include fees and commissions in connection with credit instruments issued by us, such as loans and letters of
credit guarantees, among others.

Our personnel expenses consist of salaries, benefits (such as health insurance) and other payments
made to our personnel on our payroll, including retention expenses. These retention expenses consisted of
(1) during 2009, payments made by us to our former partners and key employees who continued their
involvement with us after our acquisition by UBS AG in 2006, and (ii) after January 2010, expenses
incurred by us in connection with payments to be made in 2012 to key employees who continued their
involvement with us following our acquisition by our controlling shareholder from UBS AG.

Our other administrative expenses include costs for occupancy and rental, communications,
information services, travel, presentations, conferences, professional fees, depreciation and other general
operating expenses.

Our tax charges include several different taxes. The financial income generated by Brazilian
entities is subject to the Contribution for the Social Integration Program (Programa de Integragdo Social),
or PIS, and the Contribution for Social Security (Contribuicdo para o Financiamento da Seguridade
Social), or COFINS. In addition, our income generated from services rendered that do not involve financial
transactions are subject to the payment of the Tax on Services of Any Nature (Imposto Sobre Servicos de
Qualquer Natureza), or 1SS, at rates that vary in each of the municipalities in which our Brazilian offices
are located from 2% to 5%. The current tax rates of PIS and COFINS applicable to us are, respectively,
0.65% and 4.0% for Brazilian entities in our group that are deemed financial institutions and 1.65% and
7.6% for Brazilian entities in our group that are deemed non-financial institutions.

Our equity in the earnings of associates and jointly controlled entities consists of our proportional
share of net income or net losses from (i) companies in which we hold a minority or a co-controlling equity
stake, including Banco PanAmericano (which we acquired in May 2011), and (ii) any company in which
we may have held interests, but had the intent to sell such interest within a one-year period from the
applicable date to which the balance sheet relates.

Our other operating income consists of adjustments for inflation on judicial deposits, and the
reversal of certain of our provisions, including for contingencies and employees’ profit-sharing and
retention plan expenses. The retention plan was established for the benefit of certain of our employees,
many of them also Partners, in connection with our acquisition by UBS AG in 2006. In 2009, following the
acquisition of Banco UBS Pactual by our controlling shareholder, a significant portion of the payments still
due under our retention plan were ultimately waived by the majority of the UBS AG employees who were
beneficiaries of the plan and became our Partners as a result of the acquisition. This waiver caused all such
retention expenses to be cancelled. The remaining portion of the retention plan expired in February 2012,
and we have no plans to reinstitute other retention plans going forward.
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Our other operating expenses are primarily composed of (i) the effect of exchange rate variations
on certain of our assets and liabilities denominated in U.S. dollars, including management and performance
fees that we receive from our funds abroad, (ii) goodwill amortization, and (iii) the expenses incurred in
connection with our decision to take advantage of the federal tax amnesty program created pursuant to Law
No. 11,941/2009.

2012 versus 2011

Our other operating income (expenses) increased 160.7%, from R$174.3 million in 2011 to
R$454.4 million in 2012. This increase was due to the following factors:

Income from services rendered. The table below shows the composition of our income from
services rendered for the periods indicated:

For the year ended December 31,

% of % of Variation
2011 total 2012 total (%)

(in R$ millions, except percentages)

Management fee and performance
premium for investment funds and

POItfOLIO. ... 511.4 46.2% 1,329.4 59.9% 160.0%
BroKerage ........ccecveeveeeiiieenieeniieeeesiieeieens 107.7 9.7% 168.0 7.6% 56.0%
Underwriting and advisory fees.................... 415.8 37.5% 584.1 26.3% 40.5%
Other services' ........ooveeeeeeeeeeeeeeeeeeeeen 727 6.6% 137.7 6.2% 89.4%
Income from services rendered..................... 1,107.6 100.0% 2,219.2 100.0% 100.4 %

(1) Other services include fees and commissions in connection with credit instruments issued by We, such as loans and letters of
credit, among others.

Our income from services rendered increased 100.4%, from R$1,107.6 million in 2011 to
R$2,219.2 million in 2012, due to the following factors:

Management fee and performance premium for investment funds and portfolio. Our income from
management fee and performance premium for investment funds and portfolio increased 160.0%, from
R$511.4 million in 2011 to R$1,329.4 million in 2012. This increase was mainly due to: (i) an increase of
42.1% in our AUM and AUA, from R$120.1 billion in 2011 to R$170.7 billion in 2012 (which includes
R$10.6 billion of AUM and AUA from the acquisition of Brazilian Capital in August 2012 and R$8.5
billion from the acquisition of Celfin in November 2012) and the resulting positive impact on management
fees and (ii) an increase in performance fees received from our funds, particularly our global hedge funds,
due to strong performance as a result of improved market conditions.

Brokerage. Our brokerage fees increased 56.0%, from R$107.7 million in 2011 to R$168.0
million in 2012. This increase was mainly due to the transfer of our United States and Europe broker dealer
operations from BTGI to us in September 2011 pursuant to the corporate restructuring of the BTG Pactual
Group. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Recent Acquisitions, Divestitures and Corporate Restructurings Affecting Our Results of Operations—
Corporate Restructuring.”

Underwriting and advisory fees. Our revenues from underwriting and advisory fees increased
40.5%, from R$415.8 million in 2011 to R$584.1 million in 2012. This increase was mainly due to (i) an
increase in M&A advisory fees in 2012 compared to 2011 as a result of both an increase in the value of
M&A transactions in which we participated, from R$45.0 billion in 2011 to R$51.7 billion in 2012, and the
receipt of certain advisory fees in 2012 for material transactions that were announced in 2011 (as such fees
are generally payable at settlement), (ii) an increase in the value of debt offerings in which we participated
as underwriters, from R$7.2 billion in 2011 to R$11.2 billion in 2012, as a result of strong levels of activity
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in the Brazilian debt market, as well as transactions that recorded higher than average fees and (iii)
increased revenues from equity offerings, mainly due to an increase in the number and value of transactions
in which we acted as underwriters, from R$3.3 billion in 2011 to R$3.6 billion in 2012.

Other services. Our revenue from other services increased 89.4%, from R$72.7 million in 2011 to
R$137.7 million in 2012. This increase was mainly due to higher revenues from commissions related to
credit transactions and credit facilities, including letters of credit, mainly as a result of our strategy to grow
our loan portfolio.

Personnel expenses. Our personnel expenses increased 68.4% from R$359.7 million in 2011 to
R$605.7 million in 2012. This increase in our personnel expenses was due to (i) two annual salary
adjustments of 9.0% and 7.5%, respectively, in October 2011 and September 2012, benefitting our
employees pursuant to the terms of union agreements that are adjusted annually, (ii) an increase in
personnel expenses for our statutory officers and (iii) an increase in the number of our employees, from
1,311 in 2011 to 2,195 in 2012. This increase in the number of employees is associated with the organic
growth of our business as well as from the addition of 599 new employees as a result of the acquisition of
Celfin in November 2012.

Other administrative expenses. Our other administrative expenses increased 90.7%, from
R$355.5 million in 2011 to R$677.9 million in 2012. This increase was mainly due to (i) expenses incurred
in 2012 with respect to our initial public offering and bond issuances, (ii) higher expenses related to our
new office in Sdo Paulo, particularly rental expenses during the refurbishment period, (iii) higher
information technology consulting fees in connection with software developments for our operational
platform and (iv) additional expenses such as rental and travel, related to our international activities in
London, New York and Hong Kong. Such activities were transferred to us in September 2011 as part of the
corporate restructuring of the BTG Pactual Group. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Recent Acquisitions, Divestitures and Corporate
Restructurings Affecting Our Results of Operations—Corporate Restructuring.”

Tax charges. Our tax charges remained relatively stable, from R$286.0 million in 2011 to
R$283.9 million in 2012. While there was an increase in our revenues resulting from our overall business
growth, a portion of that increase was generated by our Cayman Island branch (whose revenues are not
taxable in Brazil) and also from higher gains from our equity in the earnings of associates and jointly
controlled entities, which are also not subject to tax charges. Most of our tax charges are result from
revenues generated in Brazil.

Equity in the earnings of associates and jointly controlled entities. Our equity in the earnings
of associates and jointly controlled entities varied from a loss of R$3.5 million in 2011 to a gain of
R$245.8 million in 2012. In 2012, our equity in the earnings of associates and jointly controlled entities
was mainly attributable to our proportional share of net income of (i) BR Properties, in the amount of
R$383.0 million, net of the provision for devaluation in the amount of R$402.0 million, (ii) Warehouse 1
Empreendimentos Imobilidrios S.A., in the amount of R$7.0 million, net of a loss related to goodwill
impairment in the amount of R$14.1 million and (iii) One Properties, in the amount of R$15.4 million.
Such equity in the earnings of associates and jointly controlled entities was partially offset by our
proportional share of net losses from Banco PanAmericano in the amount of R$160.4 million in 2012. In
2011, our equity in the earnings of associates and jointly controlled entities was mainly attributable to our
proportional share of (i) net loss of Banco PanAmericano in the amount of R$27.2 million and (ii) net
income of One Properties, in the amount of R$22.6 million.

Other operating income. Our other operating income decreased 31.1%, from R$158.1 million in
2011 to R$109.0 million in 2012. This decrease was mainly due to higher income recognized in 2011
resulting mainly from (i) gains on exchange rate variations on certain investments and receivables
denominated in U.S. dollars, (ii) monetary variation on court deposits and others, affected by the SELIC
rate, which decreased from 11.6% in 2011 to 8.4% in 2012 and (iii) the reversal of provisions for labor
costs as a result of favorable evaluations of our outside legal advisors.
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Other operating expenses. Our other operating expenses increased 537.5%, from R$86.6 million
in 2011 to R$552.1 million in 2012 mainly due to (i) R$394.3 million in goodwill amortization expenses
incurred in 2012, which include (a) R$69.5 million in amortization expenses from the acquisition of
Coomex, which expenses were greater than in 2011 as a result of profits generated by Coomex since our
acquisition, (b) R$247.9 million in goodwill amortization from the acquisition of BFRE, related to
profitability and recognition of deferred income tax asset due to a corporate restructuring, and (c) R$77.0
million in extraordinary goodwill amortization, resulting from impairment on other investments; (ii)
interest charges of R$54.1 million incurred in 2012 compared to R$33.4 million in 2011, in connection
with the acquisition of certain investments, primarily Banco PanAmericano, which amount shall become
payable on July 31, 2028; and (iii) other expense increases such as expenses from our broker dealer
operations, including execution and commission fees.

2011 versus 2010

Our other operating income (expenses) decreased 36.8%, from R$275.6 million in 2010 to
R$174.3 million in 2011. This increase was due to the following factors.

Income from services rendered. The table below shows the composition of our income from
services rendered for the periods indicated:

For the year ended December 31,

% of % of Variation
2010 total 2011 total (%)

(in R$ millions, except percentages)
Management fee and performance premium

for investment funds and portfolio................. 343.4 42.8% 5114  46.2% 48.9%
BIOKErage .......ccccevvevvenenineneeicicncnenceieeeenee, 107.7 13.4% 107.7 9.7% 0.0%
Underwriting and advisory fees............c.cccouce.... 330.0 41.1% 4158 37.5% 26.0%
Other Services'” ........ooovveeveeeeeeeeeeeeeeeeenn, 21.9 2.7% 72.7 6.6% 232.0%
Income from services rendered.............c..coun..... 803.0 100% 11,1076 100% 37.9%

(1) Other services include fees and commissions in connection with credit instruments issued by us, such as loans and letters of
credit guarantees, among others.

Our income from services rendered increased 37.9%, from R$803.0 million in 2010 to R$1,107.6
million in 2011. This increase was due to the following factors:

Management fee and performance premium for investment funds and portfolio. Our income from
management fee and performance premium for investment funds and portfolio increased 48.9%, from
R$343.4 million in 2010 to R$511.4 million in 2011. This increase was mainly due to an increase in gross
management and performance fees received from our funds, particularly our specialist funds (i.e., private
equity and real estate funds) and our Brazilian fixed income and equities funds, all of which benefited from
a growth of AUM and WUM coupled with increased returns in 2011. For additional information, see “—
Adjusted Income Statement —2011 versus 2010—Asset Management” and “—Adjusted Income Statement
(Unaudited)—2011 versus 2010—Wealth Management.”

Brokerage. Our brokerage fees remained stable, totaling R$107.7 million in 2010 and 2011,
mainly due to the stability of the average daily trading volume (ADTV) of equity securities on
BM&FBOVESPA of R$6.5 million in 2010 and 2011. Although the average daily contracts volume for
derivatives on BM&FBOVESPA increased slightly, from R$2.5 billion to R$2.7 billion, this increase was
offset by a decrease in volume of financial transactions in which we acted as broker.

Underwriting and advisory fees. Our revenues from underwriting and advisory fees increased
26.0%, from R$330.0 million in 2010 to R$415.8 million in 2011. The increase in revenues was mainly due
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to (i) increased revenues from M&A advisory services fees in connection with material transactions
announced in 2010 that closed in 2011 (as such fees are generally payable at closing) and (ii) higher than
average fees due to a positive fee environment. This revenue increase was partially offset by a decrease in
the value of equity offerings in which we acted as underwriter as a result of adverse market conditions,
from R$8.1 billion in 2010 to R$3.3 billion in 2011.

Other services. Our revenue from other services increased 232.0%, from R$21.9 million in 2010
to R$72.7 million in 2011 due to higher revenues from commissions related to credit transactions and credit
facilities, including letters of credit, with our clients in 2011 as compared to 2010, mainly as a result of our
strategy to grow our loan portfolio.

Personnel expenses. Our personnel expenses increased 58.0%, from R$227.7 million in 2010, of
which R$53.3 million corresponded to retention expenses, to R$359.7 million in 2011, of which R$32.5
million corresponded to retention expenses. The increase in our personnel expenses was due to an average
annual salary adjustment of 9.0% for bank employees pursuant to the terms of the annual union agreement
reached in September 2011, coupled with an increase in the number of employees, from 919 as of
December 31, 2010 to 1,255 as of December 31, 2011. This increase in the number of employees is
associated with the organic growth of our business as well as the transfer of 149 employees from BTGI to
us in September 2011 as part of a corporate restructuring of the BTG Pactual Group pursuant to which
BTGI'’s former subsidiaries responsible for conducting international activities in London, New York and
Hong Kong were transferred to us. This increase was partially offset by the decrease in retention expenses
due to the phasing out of our retention program, which ended February 2011.

Other administrative expenses. Our other administrative expenses increased 39.3%, from
R$255.2 million in 2010 to R$355.5 million in 2011. This increase was mainly due to legal expenses,
incurred only in 2011, of R$18.0 million of legal expenses in connection with initiatives to implement
changes to our corporate governance and organizational structure in anticipation of the private placement to
the consortium and Participating Partners. Additionally, we experienced an increase in 2011 as compared to
2010 of (i) information technology consulting fees in connection with software developments for our
operational platform in the amount of R$11.2 million, (ii) R$11.6 million in expenses for travel,
presentations and conferences and (iii) R$12.3 million in information technology other than consulting fees
related to such software developments.

Tax charges. Our tax charges increased 51.9%, from R$188.3 million in 2010 to R$286.0 million
in 2011. Most of our tax charges are applicable to revenues generated in Brazil. The increase in our tax
charges was mainly due to an increase in our revenues subject to tax charges, resulting from our overall
increase of revenues in 2011, as compared to 2010.

Equity in the earnings of associates and jointly controlled entities. Our equity in the earnings
of associates and jointly controlled entities totaled a loss of R$3.5 million in 2011. In 2011, our equity in
the earnings of associates and jointly controlled entities was mainly attributable to our proportional share of
the net losses incurred at Banco PanAmericano of R$27.2 million, which was partially offset by our equity
earnings of R$22.6 million from our equity interest in One Properties. In 2010, we did not have any equity
in the earnings of associates and jointly controlled entities.

Other operating income. Our other operating income decreased 8.9%, from R$173.6 million in
2010 to R$158.1 million in 2011. In 2010, our other operating income was mainly composed of (i) the
reversal of contingency provisions of R$99.0 million due to the favorable outcome of commercial claims to
which we were a party, and (ii) the reversal of provisions for labor costs of R$31.7 million as a result of
favorable evaluations of our outside legal advisors. In 2011, the other operating income was mainly
composed of (i) R$70.8 million due to a monetary restatement of legal deposits, and (ii) reversal of bonuses
in the amount of R$20.6 million.

Other operating expenses. Our other operating expenses increased 190.6%, from R$29.8 million
in 2010 to R$86.6 million in 2011. This increase was mainly due to (i) the amortization of goodwill from
our acquisition of Coomex in October 2010, which generated amortization charges of R$8.4 million in
2010 and R$31.8 million in 2011. See “—Recent Acquisitions, Divestitures and Corporate Restructurings
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Affecting Our Results of Operations—Acquisition of Coomex Empresa Operadora do Mercado Energético
Ltda.” and (ii) interest charges of R$30.9 million on R$450.0 million owed in connection with the
acquisition of Banco PanAmericano, which is payable until July 31, 2018. See “—Recent Acquisitions,
Divestitures and Corporate Restructurings Affecting Our Results of Operations—Acquisition of Banco
PanAmericano Co-Controlling Interest and BFRE.”

Operating Income

As a result of the foregoing, our operating income (i) increased 124.5%, from R$1,674.9 million
in 2011 to R$3,760.0 million in 2012; and (ii) increased 17.8%, from R$1,422.3 million in 2010 to
R$1,674.9 million in 2011.

Non-operating Income (Expense)

Our non-operating income (expense) consists of income (expenses) resulting from non-recurring
items or transactions not related to our core business.

2012 versus 2011

Our non-operating income (expense) varied from a gain of R$9.2 million in 2011 to a loss of
R$12.0 million in 2012. Our non-operating income (expense) in 2011 was primarily composed of gains
from the sale of our remaining ownership interests in CETIP in April 2011 in the amount of R$8.1 million.
Our non-operating expense in 2012 consisted of losses from the derecognition of property and equipment in
use in the amount of R$26.8 million, which was partially offset by gains from the sale of a portion of our
equity interest in BR Properties in the amount of R$14.8 million.

2011 versus 2010

Our non-operating income (expense) varied from an expense of R$0.4 million in 2010 to income
of R$9.2 million in 2011 due to gains in 2011 related to the sale of our remaining ownership interests in
CETIP in the amount of R$8.1 million.

Income Before Taxation and Profit Sharing

As a result of the foregoing, our income before taxation and profit sharing (i) increased 122.6%,
from R$1,684.1 million in 2011 to R$3,748.0 million in 2012; and (ii) increased 18.4%, from R$1,421.9
million in 2010 to R$1,684.1 million in 2011.

Income Tax and Social Contribution

Our income tax and social contribution in Brazil are recorded under current or deferred liabilities.
Our effective rate was 29.1%, 22.0% and 39.3% (excluding deferred tax assets from goodwill) in 2012,
2011 and 2010, respectively. See “—Critical Accounting Policies—Deferred Income Tax and Social
Contribution.”

2012 versus 2011

Our income tax and social contribution in Brazil varied from income of R$199.2 million in 2011
to an expense of R$727.5 million in 2012. This variation was mainly due to the recognition of tax credits of
R$481.4 million in December 2011, resulting from our merger with the investment vehicle used by the
members of the Consortium to acquire our equity interests in December 2010 (see “—Critical Accounting
Policies—Deferred Income Tax and Social Contribution”). This increase was partially offset by (i) a 38.0%
increase of interest on equity (which is a substitute dividend payment that can be treated as a tax deductible
expense), from R$319.0 million in 2011 to R$440.0 million in 2012, and (ii) increased gains on equity in
our associates, which are not subject to income tax charges.
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2011 versus 2010

Our income tax and social contribution in Brazil varied from an expense of R$381.6 million in
2010 to a revenue of R$199.2 million in 2011. This variation was mainly due to (i) a decrease of income
tax expenses as a result of payment of interest on equity in the amount of R$319 million in 2011, and (ii)
the recognition of tax credits of R$481.4 million in December 2011 resulting from our merger with the
investment vehicle used by the members of the Consortium to acquire our equity interests in December
2010. Such entity had previously recorded goodwill of R$1,203.4 million in connection with such
acquisition. See “—Critical Accounting Policies—Deferred Income Tax and Social Contribution.”

Statutory Profit Sharing

Statutory profit sharing consists mainly of the discretionary cash bonuses that we distribute to all
of our employees, and that are calculated as a percentage of our annual revenues, net of costs and expenses
incurred. Our bonus expenses are directly correlated to, among other factors, our overall performance, the
performance of our individual business units and our cost efficiency. We determine bonuses in accordance
with our profit-sharing program and have calculated such bonuses consistently for the three years ended
December 31, 2012, subject only to slight variations.

2012 versus 2011

Our statutory profit sharing increased 133.8%, from R$401.2 million in 2011 to R$938.2 million
in 2012. As explained above, our bonus pool is calculated as a percentage of annual revenues, net of costs
and expenses and, accordingly, this increase is mainly due to the fact that our revenues growth outpaced the
growth in our expenses in the period.

2011 versus 2010

Our statutory profit sharing increased 74.9%, from R$229.4 million in 2010 to R$401.2 million in
2011. The increase is mainly due to the fact that our revenues growth outpaced the growth in our expenses
in the period.

Non-Controlling Interest

Non-controlling interest consists mainly of the equity not attributable, directly or indirectly, to us,
from our subsidiaries BW Properties S.A., Recovery do Brasil Consultoria S.A. and certain investment
funds consolidated into our financial statements, including FIP Satide and FIDC NPL.

2012 versus 2011

Our non-controlling interest totaled R$21.1 million in 2012, mainly attributable to Recovery do
Brasil Consultoria S.A, BW Properties S.A. and results from investments funds consolidated into our
financial statements, and R$5.0 million in 2011 attributable to BW Properties S.A. and Recovery do Brasil
Consultoria S.A.

2011 versus 2010

Our non-controlling interest totaled R$5.0 million in 2011. In 2011, our non-controlling interest
was mainly attributable to BW Properties S.A. (R$1.8 million) and Recovery do Brasil Consultoria S.A.
(R$3.0 million). In 2010, we did not record any non-controlling interest.

Net Income

As a result of the foregoing, our net income (i) increased 39.5%, from R$1,477.1 million in 2011
to R$2,061.2 million in 2012; and (ii) increased 82.2%, from R$810.9 million in 2010 to R$1,477.1 million
in 2011.

101



Interest on Equity

Interest on equity is a substitute dividend payment, which can be treated as a tax deductible
expense. It is determined on an annual basis, subject to a 15% withholding tax, and is limited to a
maximum of the TJLP as applicable to our net equity. The amount of interest on our shareholders’ equity is
calculated to minimize income tax expenses, by substituting non-tax-deductible dividends payments for
tax-deductible interest on equity payments. Although interest on equity reduces income taxes, it is not
recorded as an expense and, therefore, is not computed as part of our net income. Interest on equity is
presented on our income statement below the net income line item. As a result of such substitution, we are
able to reduce our income tax and social contribution expense for the year by decreasing our taxable
income.

Our interest on equity totaled R$440.0 million in 2012, R$319.0 million in 2011 and R$15.4
million in 2010. Our interest on equity is presented in our statement of shareholders’ equity and is reflected
in our income statement, both of which are included in the financial statements included in this Offering
Memorandum.

Adjusted Income Statement (Unaudited)

The following table sets forth our adjusted income statement, which was not prepared in
accordance with Brazilian GAAP and materially differs from our income statement:

For the year ended December 31,

2010 2011 2012

(Unaudited - in R$ millions)
Investment banking.........ccccceeeviiniriininiieniniiteeececeeeese e 344.0 338.3 448.0
Corporate 1ending .......cocceceevieviiririinieiieneeiettet et 251.1 366.5 563.6
Sales and trading.........coeevereriininienerteeeee e 637.8 999.9 1,516.6
Asset management .... 298.4 443.2 1,190.2
Wealth Management .........ccccoueeveieieireninieteieieteese et 103.5 144.5 201.7
PanAMETriCANO. ......cccieeiieeiieeieecie ettt ettt e te e raeebeessaeeteesaseeseeennas 0.0 (52.0) (244.5)
Principal investments..... 201.6 (111.2) 1,356.9

147.5 518.1 587.2
Total revenues, net of direct expenses allocation..................c.c.c........ 1,983.8 2,647.1 5,619.8
BOMUS ..ttt ettt e te e et e et e teesa e be e st e sessnebeenaenraens (232.0) (479.6) (1,168.6)
REteNntion EXPENSES ......eoverueinririiriiriiniieterieetenteeresieeieesreeeresreeeesreenesreene (53.3) (32.5) 5.9)
Salaries and DENefits ...........coovviiiiiiiiieiiieceiie e (159.8) (213.2) (326.0)
Administrative and OthersS.............ccceeeiiiiiieiiii e (207.9) (293.1) (537.1)
GOoOdWIll AMOITIZAION ......vveiieivieeeeiiieeeieee ettt et (8.4) (31.2) (467.4)
Tax charges, other than iNCOME taX.............oceveververrerrersieerereeesesseeseneraenes (129.5) (177.0) (241.4)
Total operating eXPenses ...............ccccueerieeriieerierrieenieeeeneeeeeseeeseee e (791.0) (1,226.7) (2,746.4)
INCOME DEfOre tAXES ...............coovvieeeieieieieeeeeeieeeeeee e 1,192.8 1,420.4 2,873.4
Income tax and social contribution revenue (EXpense) ...........cecerveevereene (381.9) 56.6 (812.2)
NEEINCOIMIE ...ttt ettt ere e reeneere e 810.9 1,477.0 2,061.2

We are a financial services group that provides a wide range of services in investment banking, corporate
lending, sales and trading, asset management, wealth management, commercial banking through our
interest in Banco PanAmericano, and principal investments, and with a balanced and diversified set of
revenue streams.

Our revenues from investment banking activities consist of financial advisory and underwriting
fees directly based on the number and size of the transactions in which we participate.

Our revenues from corporate lending consist of interest we charge on our loans net of (i)
provisions for loan losses and (ii) the opportunity cost for funding the corporate lending inventory.

Our revenues from sales and trading include revenues from FICC sales and trading and from
equity sales and trading. Our FICC sales and trading revenues consist mainly of (i) fees and commissions
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charged for products and services that are linked to fixed income, currency and commodities instruments
and securities that we offer to our clients, and (ii) gains or losses from our trading in such instruments and
securities, which are net of the opportunity cost for funding the sales and trading inventory. Our revenues
from equity sales and trading consist mainly of fees and commissions charged for products and services
linked to equity securities that we offer to our clients, as well as gains or losses from our trading in these
securities, which are net of the cost for funding the sales and trading inventory.

Our revenues from asset management consist of management and performance fees. Management
fees are generally calculated as a percentage of asset value (that may vary by asset class), committed capital,
invested capital or total gross acquisition cost with respect to the funds and investment vehicles that we
manage. Asset value is affected by investment performance, inflows and redemptions. In some cases, we
may also receive performance fees when returns exceed specified benchmarks or other performance targets;
however, these performance fees are only recognized when the specific performance period ends and is no
longer subject to adjustment. Substantially all AUM are marked-to-market on a daily basis. In addition, we
receive fixed or variable fees for fund administration services to third parties.

Our revenues from wealth management consist of a portion of management and performance fees
originated by our private wealth clients as well as spreads and commissions with respect to brokerage and
other FICC and equities products we sell to our private wealth clients.

Revenues from PanAmericano consist of the equity pick-up from our investment stake of 34.06%
in Banco PanAmericano. Banco PanAmericano generates revenues from its core commercial banking
activities in four areas of expertise. In the consumer finance area, Banco PanAmericano generates revenues
from a credit portfolio composed mainly of vehicle financing, consumer loans, personal loans, payroll
deduction loans and credit cards (including prepaid credit cards and regular credit cards). In the corporate
banking area, revenues arise from a portfolio of loans and commercial leasing transactions to middle-sized
companies, while revenues in the real estate financing area derive from the portfolio of residential and
commercial mortgage financing instruments. In the insurance area, revenues are derived from the insurance
policies covering payment capacity of individual clients, including in the event of unemployment and
personal accidents, and life insurance.

Our revenues from principal investments are composed of revenues from the global markets and
merchant banking and real estate segments. Revenues from global markets consist of the returns of our
proprietary investments in a diversified range of financial instruments across multiple asset classes and
geographic regions. Our global markets teams are located in S@o Paulo, Rio de Janeiro, New York, London
and Hong Kong. These teams focus on both developed and emerging markets, allocating capital across
various underlying strategies that include a mix of emerging markets and global macro themes. Financial
instruments held under this category are marked-to-market and generate gains or losses on a daily basis.
Revenues from merchant banking investments consists mainly of the returns from capital gains on the sale,
dividends received, or equity pick-up from our shares of the profits, of our stakes held directly or through
investment vehicles in the portfolio companies in our merchant banking portfolio (none of our portfolio
companies which are consolidated on our financial statements). The most relevant merchant banking
investments of the BTG Pactual Group, however, are typically conducted through BTGI, not us. Revenues
from real estate investments consists mainly of returns of our investments in real estate funds, and of
capital gains on the sale, and dividends received or equity pick-up from our shares of the profits, of our
proprietary, non-controlling stakes held in the investment vehicles in our real estate portfolio. Revenues
from our principal investments are presented net of funding costs, including the cost of funding our net
equity, and of trading losses, including losses from derivatives and from foreign exchange variation.
Revenues are also reduced by associated transaction costs, and by management and performance fees paid
to asset managers and other fund service providers, including our own asset management unit.

Our revenues recorded under “interest and other” include the interest on our capital, which is the
internal opportunity cost for remunerating our net equity, typically determined based on the CDI rate. The
interest on our capital, credited to “interest and other,” is in turn deducted as a funding cost directly from
our business units’ revenues. The units primarily affected by such deductions are those which carry larger
inventories of financial instruments, i.e., sales and trading, commercial lending and principal investments
units, as their results are presented in our adjusted income statement net of the interest on our capital, as
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well as all other costs for obtaining external funding to finance their portfolios. We believe that our
discipline of charging internal and external funding costs directly to these business units is one of the most
critical components of our risk and liquidity management disciplines, as it allows us to more appropriately
monitor and evaluate the financial performance of our various units. Interest and other revenues also
include gains and losses resulting from the exchange rate variation, and the corresponding results from
hedging (as applicable), of certain assets and liabilities denominated in currencies other than the real,
including our investments in foreign subsidiaries.

For additional information on the revenues or expenses recorded in our adjusted income statement,
see “—Our Unaudited Adjusted Income Statement.”

2012 versus 2011

The following table sets forth our revenue composition and evolution by business unit for the
periods indicated:

For the year ended December 31,

% of % of Variation
2011 total 2012 total (%)
(Unaudited - in R$ millions, except percentages)
Investment banking.............cccocoeiiiiinninnnnn, 338.3 12.8% 448.0 8.0% 32.4%
Corporate lending ..... 366.5 13.8% 563.6 10.0% 53.8%
Sales and trading....... 999.9 37.8% 1,516.6 27.0% 51.7%
Asset management .... 443.2 16.7% 1,190.2 21.2% 168.5%
Wealth management . 144.5 5.5% 201.7 3.6% 39.6%
PanAmericano..........ccccceceeerinenenienieieenennene, (52.0) 2.0)% (244.5) (4.4)% 370.2%
Principal investments ..........c.cceceevereenieneeneennean, (111.2) 4.2)% 1,356.9 24.1% 1320.2%
Interest and Other ...........ceceeverieneneenienienienee, 518.1 19.6% 587.2 10.5% 13.3%
Total revenues 2,647.1 100.0% 5,619.8 100.0% 112.3%

Our total revenues, net of direct expenses allocation, increased 112.3%, from R$2,647.1 million in
2011 to R$5,619.8 million in 2012. This increase was mainly due to the following factors:

Investment Banking: Our revenues from investment banking activities increased 32.4%, from
R$338.3 million in 2011 to R$448.0 million in 2012.

The increase in revenues was mainly due to (i) a 14.9% increase in revenues from M&A advisory
services as a result of an increase in the value of the transactions in which we participated, from R$45.0
billion in 2011 to R$51.7 billion in 2012, plus the receipt of fees in 2012 for material transactions that
were announced in 2011 (as such fees are generally payable at settlement), (ii) a 135.9% increase in
revenues from debt offerings in which we participated as underwriters due to an increase in value of
transactions in which we participated, from R$7.2 billion in 2011 to R$11.2 billion in 2012, as a result of
strong levels of activity in the Brazilian debt market, as well as transactions that recorded higher than
average fees and (iii) a 24.7% increase in revenues from equity offerings, mainly due to an increase in the
number and value of transactions in which we acted as underwriters, from R$3.3 billion in 2011 to R$3.6 in
2012.
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The following table provides a breakdown of our investment banking activities for the periods
indicated:

For the year ended December 31,

2011 2012
(number of transactions)”
Equity capital Markets.........cceeciereriiniieienieeieieetesie ettt 12 16
Debt capital markets ... 44 48
MEA. ..o 51 74
Total number of transactions 107 138
(in R$ billions)”
Equity capital Markets........coceevvereriininiieniiiiiieieeeeceee et 33 3.6
Debt capital MArkets .......ccceeeeiiereriiniieieneeteeeee ettt 7.2 11.2
MEADP ...ttt 45.0 51.7
TOtAL ..o 55.5 66.5

Sources: Dealogic for equity capital markets and M&A and ANBIMA for debt capital markets

(1) While equity and debt capital markets figures consider closed transactions, M&A figures represents announced deals, which
typically generate fees upon their subsequent closing.

(2) M&A market data for previous quarters may vary because: (i) deal inclusions might occur with delay, in any moment of the year,
(ii) canceled transactions will be withdrawn from the rank, (iii) transaction value revision and (iv) transaction enterprise values
might change due to debt inclusion, which usually occurs some weeks after the transaction is announced (mainly for non-listed
targets)

Corporate Lending: Revenues from corporate lending increased 53.8%, from R$366.5 million in
2011 to R$563.6 million in 2012. This increase was mainly due to (i) an increase of 82.4% in the average
balance of our broader credit portfolio composed mainly of loans, receivables, advances in foreign
exchange contracts, securities with credit exposures (including debentures, promissory notes, real estate
bonds, investment funds of credit receivables) and commitments (mainly letters of credit), from an average
balance of R$15,997.6 million in 2011 to an average balance of R$23,604 million in 2012, which was
partially offset by an increase in allowance for loan losses. In addition, revenues from corporate lending
were positively impacted in 2011 by gains from a sale of a mortgage credit portfolio and a nonperforming
loan portfolio.

Sales and Trading: Revenues from sales and trading increased 51.7%, from R$999.9 million in
2011 to R$1,516.6 million in 2012. This increase was mainly due to (i) higher revenues from our rates
activities, mainly due to an increase in trading volume with clients and market counterparties as well as the
convergence of interest rates in Brazil and the resulting positive impact on our inventory of assets, (ii)
strong levels of activity from our foreign exchange desk, which led to increased revenues, (iii) higher
revenues from equities trading following the recovery of the BM&FBOVESPA index, which increased
7.4% in 2012 compared to a decrease of 24.5% in 2011 and (iv) higher revenues from brokerage fees and
equity-linked derivative instruments. These gains were partially offset by lower revenues from our energy
trading desk.

Asset Management: Revenues from asset management operations increased 168.5%, from
R$443.2 million in 2011 to R$1,190.2 million in 2012. This increase was mainly due to (i) a 13.7%
increase in our combined AUM and AUA, from R$120.1 billion in 2011 to R$170.7 billion in 2012 (which
includes R$10.6 billion of AUM and AUA from the acquisition of Brazilian Capital in August 2012 and
R$8.5 billion from the acquisition of Celfin in November 2012) and the resulting positive impact on
management fees, reaching R$479.1 million in 2012 compared to R$301.5 million in 2011 and (ii) an
increase in performance fees, particularly from our global hedge funds, reaching R$711.1 million in 2012
compared to R$141.7 million 2011. In 2011, net inflows for our asset management unit amounted to
R$17.8 billion compared to R$18.4 billion in 2012.

Wealth Management: Revenues from wealth management operations increased 39.6%, from

R$144.5 million in 2011 to R$201.7 million in 2012. This increase was mainly due to (i) a 60% growth in
wealth under management, from R$38.9 billion as of December 31, 2011, with net inflow of R$7.9 billion,
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to R$62.2 billion as of December 31, 2012 (which includes R$11.5 billion wealth under management from
the Celfin acquisition in November), with a net inflow of R$8.4 billion and (ii) a higher volume of client
trading activities, generating higher brokerage and trading spread revenues.

PanAmericano: We recorded a loss of R$244.5 million from our investment in Banco
PanAmericano in 2012 compared to a loss of R$52.2 million in 2011. This variation was mainly due to (i) a
R$160.4 million loss from our equity pick-up of Banco PanAmericano’s results in 2012 compared to a loss
of R$21.0 million 2011 and (ii) an increase in our funding expenses charged to this investment, from
R$31.2 million in 2011 to R$87.8 million in 2012. In addition, our funding expenses related to
PanAmericano have increased following our R$495.4 million additional capital contribution to Banco
PanAmericano 2012. See “—Recent Acquisitions, Divestitures and Corporate Restructurings Affecting Our
Results of Operations—Acquisition of Banco PanAmericano Co-Controlling Interest and BFRE.”

Principal Investments: Revenues from principal investments varied from a loss of R$111.2
million in 2011 to a gain of R$1,356.9 million in 2012. This variation was mainly due to (i) higher gains
from our global markets activities in most of our strategies, from a loss of R$92.6 million in 2011 to a gain
of R$1.1 billion in 2012, as a result of overall improvements in market conditions (particularly, lower
interest rates in the United States, which positively impacted the U.S. mortgage market and the European
central bank intervention, which benefited our emerging markets and global credits strategies) and (ii)
higher gains from our real estate investments, from a loss of R$39.8 million in 2011 to a gain of R$245.1
million in 2012, mainly due to our proportional share of the profits of BR Properties in the amount of
R$761.7 million, net of the provision for devaluation in the amount of R$406.5 million.

Interest and Other: Our revenues recorded under “interest and other” increased 13.3%, from
R$518.1 million in 2011 to R$587.2 million in 2012. This increase was mainly due to (i) an increase in
interest on our own capital from R$418.9 million in 2011 to R$545.5 million in 2012, resulting from our
capital increase in connection with our initial public offering on April 30, 2012 and (ii) the temporary effect
of negative mark-to-market accounting of economic hedging instruments in 2011, compared to a positive
mark-to-market in 2012.

The following table shows our costs and expenses composition and evolution for the periods
indicated:

For the year ended December 31,

% of % of Variation
2011 total 2012 total (%)

(Unaudited—in R$ millions)
BONUS .ottt (479.6) 39.1% (1,168.6) 42.5% 143.7%
Retention eXpenses .......ccocceeeeveeeveeriieeeneeenane (32.5) 2.7% 5.9) 0.2% (82.0)%
Salaries and benefits ............ccceeeevvieeeeiieeenns (213.2) 17.4% (326.0) 11.9% 52.9%
Administrative and others............c...ccccuveenns (293.1) 23.9% (537.1) 19.6% 83.2%
Goodwill amortization ...............cceveeeeeveeeennns (31.2) 2.5% 467.4) 17.0% 1399.7%
Tax charges, other than income tax .............. (177.0) 14.4% (241.4) 8.8% 36.4%
Total operating expenses....................c....... (1,226.7) 100.0% (2,746.4) 100.0% 123.9%

Our total operating expenses increased 123.9%, from R$1,226.7 million in 2011 to R$2,746.4
million in 2012.

This increase was mainly due to the following factors:

Bonus: Our bonus expenses increased 143.7%, from R$479.6 million in 2011 to R$1,168.6
million in 2012. Our bonuses are determined in accordance with our profit-sharing program, and are
calculated as a percentage of our adjusted net revenue. Our adjusted net revenue consists of our total
revenues from business units (excluding interest and other revenues) deducted by salaries and benefits and
administrative and other expenses and goodwill amortization. Accordingly, the increase of our bonus
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expenses in 2012 as compared with 2011 was due to a higher increase in revenues from business units
partially offset by higher expenses.

Retention Expenses: Our retention expenses decreased 82.0%, from R$32.5 million in 2011 to
R$5.9 million in 2012. This decrease in our retention expenses was due to the phasing-out of our retention
program, which was terminated in February 2012.

Salaries and Benefits: Our expenses related to salaries and benefits increased 52.9%, from
R$213.2 million in 2011 to R$326.0 million in 2012. This increase was mainly due to (ii) two annual salary
adjustments of 9.0% and 7.5%, respectively, in October 2011 and September 2012, benefitting our
employees pursuant to the terms of union agreements, which are adjusted annually and (ii) an increase in
total number of employees, from 1,311 in 2011 to 2,195 in 2012. This increase in the number of employees
is associated with the organic growth of our business as well as from the addition of 599 new employees as
a result of the acquisition of Celfin in November 2012.

Administrative and Others: Our administrative and others expenses increased 83.2%, from
R$293.1 million in 2011 to R$537.1 million in 2012. This increase was mainly due to (i) expenses incurred
in 2012 with respect to our initial public offering and bond issuances, (ii) higher expenses related to our
new office in Sdo Paulo, particularly rental expenses during the refurbishment period and (iii) higher
information technology consulting fees in connection with software developments for our operational
platform.

Goodwill Amortization: Our goodwill amortization expenses increased from R$31.2 million in
2011 to R$467.4 million in 2012. Our goodwill amortization expenses in 2012 were mostly associated with
the extraordinary amortization of goodwill from our investments in Brazilian Capital in the amount of
R$247.7, coupled with the amortization of goodwill in the amount of R$69.5 million related to our
acquisition of Coomex, R$21.6 million related to our acquisition of BW Properties and R$104.2 million
related to our other investments. In addition, as a result of our acquisition of Celfin, since November 2012,
we amortize goodwill on a monthly basis following such acquisition, totaling R$24.2 million in 2012.

Tax charges, other than income tax: Our tax charges, other than income tax increased 36.4%,
from R$177.0 million in 2011 to R$241.4 million in 2012. This increase was mainly due to the 112.3%
increase in our revenues, which was partially offset by changes in our revenue mix resulting in a lower
portion of our revenues being subject to tax charges in 2012. Our tax charges, other than income tax are
composed mainly of PIS/COFINS of 4.65% and ISS, which varies from 2.0% to 5.0% depending on the
services provided and locations.

Income Before Taxes: As a result of the foregoing, our income before taxes increased 102.3%,
from R$1,420.4 million in 2011 to R$2,873.4 million in 2012.

Income and Social Contribution Taxes: Our income and social contribution taxes in Brazil
correspond to current and deferred taxes. Our income and social contribution taxes in Brazil varied from a
gain of R$56.6 million in 2011 to a loss of R$812.2 million in 2012. This variation was mainly due to our
recognition of tax credits of R$481.4 million in December 2011, which was partially offset by (i) higher
interest on equity (which is a substitute dividend payment that can be treated as a tax deductible expense),
from R$319.0 million in 2011 to R$440 million in 2012 and (ii) changes in our revenue mix, with
proportionally more revenues from principal investments in 2012 compared to 2011, which are in part not
subject to corporate taxes.

Net Income: As a result of the foregoing, our net income increased 39.6%, from R$1,477.0
million in 2011 to R$2,061.2 million in 2012, representing a net margin of 55.8% and 36.7% respectively.
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2011 versus 2010

The following table shows our revenue composition and evolution by business unit for the periods
indicated:

For the year ended December 31,

% of % of Variatio
2010 total 2011 total n (%)
(Unaudited - in R$ millions, except percentages)
Investment banking .........ccceevevevvveeneeeiieeninennns 344.0 17.3 % 338.3 12.8% 1.7%
Corporate 1ending .........coceeeeveeviervenicnneennenne 251.1 12.7% 366.5 13.8% 46.0%
Sales and trading ...........cocceceevieneneninenceiene 637.8 32.2% 999.9 37.8% 56.8%
ASSEt MANAZEMENL ....eeuveeireeererrireeieeeireenreenns 298.4 15.0% 443.2 16.7% 48.5%
Wealth management..........ccceecveeveveenceeenveennnnn. 103.5 5.2% 144.5 5.5% 39.6%
PanAmericano ..........ccccoeveeeeeieeeiciieeeeiee e, - 0.0% (52.0) 2.0)% -
Principal investments..........coccceeveeeneennieeeneennne 201.6 10.2% (111.2) “4.2)% (155.2)%
Interest and Other ...........cccoevevvveveveveeeeeiieeennn, 147.4 7.4% 518.1 19.6%  251.5%
Total revenues..............cocceeevveeiiienveenieenneens 1,983.8 100.0% 2,647.1 100.0% 33.4%

Our total revenues increased 33.4%, from R$1,983.8 million in 2010 to R$2,647.1 million in 2011.
This increase was mainly due to the following factors:

Investment Banking: Our revenues from investment banking activities slightly decreased 1.7%,
from R$344.0 million in 2010 to R$338.3 million in 2011. The decrease in revenues was mainly due to (i) a
decrease in the value of equity offerings in which we acted as underwriters as a result of adverse market
conditions, from R$8.1 billion in 2010 to R$3.3 billion in 2011 and (ii) a decrease in revenues from debt
offerings in which we acted as underwriters. Although the volume of debt offerings in which we acted as
underwriters increased during 2011, we did not record a corresponding gain for 2011 due to the fact that
some of these transactions were executed by an offshore subsidiary within the BTG Pactual Group, which,
until the corporate restructuring of the BTG Pactual Group in September 2011, was a subsidiary of BTGIL
This decrease was partially offset by increased revenues from M&A advisory services fees in connection
with material transactions announced in 2010 that settled in the three months ended March 31, 2011 (as
such fees are generally due at closing) as well as by transactions that recorded higher than average fees.
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The following table provides a breakdown of our investment banking activities by number and
volume of transactions for the periods indicated:

For the year ended December 31,

2010 2011

(number of transactions)"”

Equity capital markets " ............ccocooviivirereeeeeeeee s 15 12
Debt capital Markets') .............coooovoieiiveeereeeeeeee e 23 44
45 51
83 107
(in R$ billions)™”
Equity capital markets ..........ccccoceoviriiniiniiiicee e 8.1 33
Debt capital Markets .........cccevveeriiiriieniiinieenieenieeeeeseeeee e 4.1 7.2
MEAD ..o 57.9 45.0
TOtal ... 210.9 55.5

Sources: Dealogic for equity capital markets and M&A and ANBIMA for debt capital markets

(1) While equity and debt capital markets figures consider closed transactions, M&A figures consider announced deals, which
typically generate fees upon their subsequent closing.

(2) M&A market data for previous quarters may vary because: (i) deal inclusions might occur with delay, in any moment of the year,
(ii) canceled transactions will be withdrawn from the rank, (iii) transaction value revision and (iv) transaction enterprise values
might change due to debt inclusion, which usually occurs some weeks after the transaction is announced (mainly for non-listed
targets)

Corporate Lending: Revenues from corporate lending increased 46.0%, from R$251.1 million in
2010 to R$366.5 million in 2011. This increase was mainly due to (i) an increase of 185.3% in the average
balance of our broader credit portfolio composed mainly of loans, receivables, advances in foreign
exchange contracts, securities with credit exposures (including debentures, promissory notes, real estate
bonds, investment funds of credit receivables) and commitments (mainly letters of credit), from an average
balance of R$5,019.7 million in 2010 to an average balance of R$15,997.6 million in 2011, (ii) the positive
impact of our US$1.44 billion capitalization completed in December 2010, which increased our leverage
capacity. This revenues increase was partially offset by (i) the fact that the majority of our credit portfolio
increase was directed to high grade clients, which pay lower yields, and (ii) an increase in allowance for
loan losses, due to reversals occurred in 2010 due to the improvement of the global economic scenario after
the financial crisis at the end of 2009, particularly in Brazil. See “—Our Income Statement—Net Financial
Income—2011 versus 2010—Financial Expenses—Allowance for loan losses and other receivables.”

Sales and Trading: Revenues from sales and trading increased 56.8%, from R$637.8 million in
2010 to R$999.9 million in 2011. This increase was mainly due to an increase in revenues from interest
rates and market-making activities in 2011 as a result of our strategies intended to anticipate interest rates
movements in Brazil. In addition, we generated higher revenues from our energy trading desk. In 2010,
we only recognized revenues from our energy trading desk from October (after we acquired Coomex)
through December. Our revenues in 2011 from our energy trading desk also reflect certain synergies
achieved as a result of the integration of this desk with our other business units. This increase was partially
offset by a decrease in revenues from our equity sales and trading, mainly due to adverse market conditions
fostered by the eurozone crisis, higher inflation expectations in Brazil and the slowdown of Brazilian
economy, which led stock prices to decrease significantly. This scenario of higher volatility in prices
reduced investment flows for the equity markets and adversely impacted our equity cash strategies.
Revenues resulting from brokerage fees and equity-linked derivative instruments remained relatively stable.

Asset Management: Our revenues from our asset management operations increased 48.5%, from
R$298.4 million in 2010 to R$443.2 million in 2011. This increase was mainly due to (i) an increase in our
AUM of 31.3%, from R$91.5 billion as of December 31, 2010, with net annual inflows of R$11.6 billion,
to R$120.1 billion as of December 31, 2011, with net annual inflows of R$17.8 billion, and the resulting
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positive impact on management fees in all our funds, reaching R$301.5 million in 2011 compared to
R$184.2 million in 2010 and (ii) an increase in performance fees, mainly from our fixed income, equities
and specialists funds (private equity and real estate funds), reaching R$141.7 million in 2011 compared to
R$114.2 million in 2010.

Wealth Management: Our revenues from wealth management operations increased 39.6%, from
R$103.5 million in 2010 to R$144.5 million in 2011. This increase was mainly due to the 24.6% growth in
wealth under management, from R$31.2 billion as of December 31, 2010, with net inflow of R$8.3 billion,
to R$38.9 billion as of December 31, 2011, with net inflow of R$7.9 billion. We were also positively
impacted by (i) a shift in investment funds products by our clients, with net new money flowing to products
with higher return on assets, especially in the offshore space, (ii) concentrated sales of proprietary fixed
income domestic securities where the return on assets is also higher for the unit, (iii) higher fees on an
increased number and volume of credit transactions; and (iv) higher financial advisory (M&A) fees.

PanAmericano: PanAmericano recorded an expense of approximately R$52.0 million in 2011,
which consisted of our equity pick-up of Banco PanAmericano and funding expenses allocated to this
business unit. We acquired our co-controlling interest in Banco PanAmericano in May 2011, and
accordingly had no results from Banco PanAmericano in 2010.

Principal Investments: Revenues from principal investments decreased 155.2%, from a revenue
of R$201.6 million in 2010 to an expense of R$111.2 million in 2011. This decrease was mainly due to
decreases in our global markets business, in which our global credit fixed income positions, mainly
composed of corporate bonds and mortgage instruments, underperformed in a period of overall uncertainty
in the global macroeconomic scenarios, which lead to higher volatility and overall widening of credit
spreads, which was partially offset by gains from our new reinsurance business. While our results from
merchant banking remained relatively stable in 2011, we recorded losses in connection with our real estate
activities, due to the higher funding expenses allocation as a result of the expansion of our portfolio of real
estate investments that occurred during 2011.

Interest and Other: Our revenues recorded under “interest and other” increased 251.5%, from
R$147.4 million in 2010 to R$518.1 million in 2011. This increase was mainly due to an increase in
interest earned on our own capital, from R$171.6 million in 2010 to R$418.9 million in 2011, resulting
from our US$1.44 billion capital increase in December 2010. Also, we recorded positive results from the
implementation in 2011 of the hedging of our net investments in foreign subsidiaries denominated in U.S.
dollar.

The following table shows our costs and expenses composition and evolution for the periods
indicated:

For the year ended December 31,

% of % of Variation
2010 total 2011 total (%)
(Unaudited - in R$ millions, except percentages)
BONUS....coviiiiiiinieiciccec e (232.0) 29.3% (479.6) 39.1% 106.7%
Retention eXpenses.......ccocccevvveeeeeerveeneeene (53.3) 6.7% (32.5) 2.6% (39.0)%
Salaries and benefits ..........cccceveererrieeeennen. (159.9) 20.2% (213.2) 17.4% 33.3%
Administrative and others.............cccceeeuneeen. (207.9) 26.3% (293.2) 23.9% 41.0%
Goodwill amortization..............cceeeveeernnnennn. (8.4) 1.1% 31.2) 2.5% 271.4%
Tax charges, other than income tax............. (129.5) 16.4% (177.0) 36.7% 36.7%
Total operating expenses...............c.c........ (791.0) 100.0% _ (1,226.7) 100.0% 55.1%

Our total operating expenses increased 55.1%, from R$791.0 million in 2010 to R$1,226.7 million
in 2011. This increase was mainly due to the following factors:
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Bonus: Our bonus expenses increased 106.7%, from R$232.0 million in 2010 to R$479.6 million
in 2011. Our bonuses are determined in accordance with our profit-sharing program, and are calculated as a
percentage of our adjusted net revenue. Our adjusted net revenue consists of our total revenues from
business units (excluding interest and other revenues) deducted by salaries and benefits and administrative
and other expenses. Accordingly, the increase of our bonus expenses in 2011 as compared with 2010 was
due to a higher increase in revenues from business units as compared to the increase of the corresponding
expenses.

Retention Expenses: Our retention expenses relating to our acquisition by our Partners decreased
39.0%, from R$53.3 million in 2010 to R$32.5 million in 2011. This decrease in our retention expenses
was due to the phasing-out of our retention program, which ended in February 2012.

Salaries and Benefits: Our expenses related to salaries and benefits increased 33.3%, from
R$159.9 million in 2010 to R$213.2 million in 2011. This increase was due to an average annual salary
adjustment of 9.0% for our employees pursuant to the terms of the annual union agreement reached in
September 2011, coupled with a 36.6% increase in the number of employees, from 919 as of December 31,
2010 to 1,255 as of December 31, 2011. This increase in the number of employees is associated with the
organic growth of our business as well as the transfer of 149 employees from BTGI to us in September
2011 as part of a corporate restructuring of the BTG Pactual. Group See “—Recent Acquisitions,
Divestitures and Corporate Restructurings Affecting Our Results of Operations—Corporate Restructuring.”

Administrative and Others: Our administrative and others expenses increased 41.0%, from
R$207.9 million in 2010 to R$293.2 million in 2011. This increase was mainly due to expenses, incurred
only in 2011, of R$18.0 million of legal expenses in connection with initiatives to implement changes to
our corporate governance and organizational structure in anticipation of the private placement to the
consortium and Participating Partners. Additionally, we experienced an increase in 2011 as compared to
2010 of (i) information technology consulting fees in connection with software developments for our
operational platform in the amount of R$11.2 million, (ii) R$11.6 million in expenses for travel,
presentations and conferences and (iii) R$12.3 million in information technology other than consulting fees
related to such software developments.

Goodwill Amortization: Our goodwill amortization expenses increased 271.4%, from R$8.4
million in 2010 to R$31.2 million in 2011, as a result of our acquisition of Coomex in October 2010 and
the amortization of R$2.8 million of goodwill on a monthly basis following the acquisition. In 2011, we
recognized monthly goodwill amortization charges relating to Coomex of R$2.8 million until August 2011,
which was reduced to R$1.5 million per month from September 2011 onwards. In addition, we amortized
goodwill relating to the acquisitions of Recovery do Brasil Consultoria S.A. and Vivere Solucdes e
Servicos S.A. from March and October 2011, respectively, for a total of R$3.3 million.

Tax Charges, Other Than Income Tax: Our tax charges, other than income tax increased 36.7%,
from R$129.5 million in 2010 to R$177.0 million in 2011. The increase in our tax charges was mainly due
to a 33.4% increase in our revenues, and from the decrease in revenues generated by our Cayman Islands
branch (which are not taxable in Brazil). Our tax rate maintained relatively stable at 6.7% in 2011,
compared to 6.5% in 2010.

Income Before Taxes

As a result of the foregoing, our income before taxes increased 19.1%, from R$1,192.8 million in
2010 to R$1,420.5 million in 2011.

Income Tax and Social Contribution Revenue (Expense)

Our income tax and social contribution revenue (expense) correspond to current and deferred taxes.
Our income tax and social contribution revenue (expense) varied from an expense of R$381.9 million in
2010 to a revenue of R$56.6 million in 2011, mainly due to (i) a decrease of income tax expenses as a
result of payment of interest on equity in the amount of R$319.0 million in 2011, and (ii) the recognition of
tax credits of R$481.4 million in 2011 resulting from our merger with the investment vehicle used by the
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members of the Consortium to acquire equity interests in December 2010. Such entity had previously
recorded goodwill of R$1,203.4 million in connection with such acquisition. Our effective income tax rate,
including current and deferred taxes, was 32.0% in 2010 and (15.5)% in 2011. See “—Critical Accounting
Policies — Deferred Income Tax and Social Contribution.”

Net Income

As a result of the foregoing, our net income increased 82.1%, from R$810.9 million in 2010 to
R$1,477.1 million in 2011, representing a net margin of 40.9% and 55.8%, respectively, relative to our total
adjusted revenues.

Regulatory Capital Requirements

We maintain a level and composition of equity capital that we consider sufficient to conduct our
operations under well-capitalized bank standards. We manage our capital primarily through equity
issuances and subordinated debt issuances. We also manage our capital requirements by establishing limits
to our business units on the capital they deploy in their operations. Our definition of capital generally
follows the principles and guidelines established by the Basel Committee, as they have been adopted from
time to time by the Central Bank. As of December 31, 2012, our total shareholders’ equity was R$10,101.5
million compared with total shareholders’ equity of R$6,339.8 million as of December 31, 2011.

Our equity capital was materially enhanced as a result of the issuance of (i) US$1.44 billion of
equity to the members of the Consortium and the Participating Partners in December 2010 and (ii)
R$2,070.0 million in equity in our initial public offering in April 2012. Our BIS capital ratio as of
December 31, 2012 reflects certain changes in the methodology for computing the market risk component
of the Basel index (as per the implementation of the requirements under the Basel II Accord known as
Basel 2.5). Basel 2.5 is a complex package of international rules that imposes higher capital charges on
banks for the market risks they run in their trading books.

In March 2013, the CMN and the Central Bank issued a new regulatory framework for the
implementation of the Basel III Accord in Brazil. Accordingly, CMN Resolution No. 4,192, of March 1,
2013, determined, among other things, that Brazilian financial institutions must comply with new minimum
capital requirements and established new rules for the calculation of the PR, which will have to be adopted
by Brazilian financial institutions by October 2013. See ‘“Regulatory Overview—Capital Adequacy and
Leverage.”

Regulatory Capital Adequacy

We believe that our working capital is sufficient for our present requirements and for the 12
months following the date of this Offering Memorandum.

We must comply with capital requirements established by the Central Bank and CMN that are
similar to those recommended by the Basel Committee. The Basel Capital Accord is a risk-based guideline
that establishes capital requirements for financial institutions. The main principle of the recommendation of
the Basel Committee is that financial institutions should maintain a sufficient amount of capital to support
the principal risks, including credit, market and operational risks, associated with the level of assets held in
their balance sheets, calculated on a consolidated basis.

The regulations imposed by the Central Bank typically follow the guidance proposed by the Basel
Committee. Brazilian financial institutions are still required to comply with standardized capital
requirements with respect to their market, credit and operational risks. In June 2004, the Basel Committee
approved a framework for risk-based capital adequacy, commonly referred to as the Basel I Accord. The
Basel II Accord sets out the details for adopting more risk-sensitive minimum capital requirements for
financial institutions. Pursuant to the Central Bank Communication No. 19,028 of October 29, 2009, the
recommendations of the Basel II Accord will be fully implemented by the end of the first half of 2013.
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The requirements imposed by the Central Bank and the CMN differ from the Basel II Accord in
several aspects. Among other differences, the Central Bank and the CMN:

e  establish a minimum capital ratio of 11%, instead of 8% currently adopted under international
standards; and

e determine capital requirements based on the balance sheet according to Brazilian GAAP.
Brazilian GAAP differs from IFRS due, among other reasons, to (a) the use of accrual
principle, (b) the adoption of trade date convention, and (c) a limited permission to adopt
netting conventions.

Adjusted shareholders’ equity as currently set forth by CMN Resolution No. 3,444, of February 28,
2007, is considered for the determination of operating limits of Brazilian financial institutions, and is
represented by the sum of the Tier I equity and Tier II equity.

Tier I capital is represented by the net shareholders’ equity plus the balance of positive income
accounts and of the deposit in the account designated to compensate capital deficiency, less the amounts
corresponding to the balances of negative income accounts, revaluation reserves, contingency reserves, and
special profit reserves concerning mandatory dividends not distributed, preferred shares with a redemption
clause and preferred shares with cumulative dividends, certain tax credits, deferred fixed assets (less the
premiums paid on acquiring the investments), and the balance of non-accounted gains or losses resulting
from mark-to-market securities classified in the “securities available for sale” category and derivatives used
for hedging cash flow. Our Tier I capital consists exclusively of common equity capital, reduced by small
amounts of tax credit and deferred charges.

Tier II capital is represented by revaluation reserves, contingency reserves, special reserves of
profits concerning mandatory dividends not distributed, preferred cumulative stock issued by financial
institutions authorized by the Central Bank, preferred redeemable stock, subordinated debt and hybrid debt
capital instruments and the balance of non-accounted gains or losses resulting from mark-to-market
securities classified in the “securities available for sale” category, and derivatives used for hedging the cash
flow.

The total amount of Tier II capital is limited to the total amount of Tier I capital, provided that (i)
the total amount of revaluation reserves is limited to 25.0% of the Tier I capital; (ii) the total amount of
subordinated debt plus the total amount of redeemable preferred shares with an original maturity below ten
years is limited to 50.0% of the total amount of the Tier I capital; (iii) the total amount of hybrid equity and
debt instruments authorized by the Central Bank to be included in Tier I capital is limited to 15.0% of the
total amount of Tier I capital and (iv) a 20.0% to 100.0% reduction will be applied to the amount of
subordinated debt authorized for Tier II capital and of redeemable preferred shares during the period
between 60 months and 12 months preceding their respective maturities.

Financial institutions such as us must calculate the adjusted shareholders’ equity on a consolidated
basis. At July 2007, the balances of assets represented by shares, hybrid equity and debt instruments,
subordinated debt instruments and other financial instruments authorized by the Central Bank for inclusion
in Tier I capital and Tier II capital issued by financial institutions must be deducted from the adjusted
shareholders’ equity. In addition, investment fund quotas proportional to these instruments must also be
deducted from the adjusted shareholders’ equity, as well as amounts relating to: (i) equity in financial
institutions which information the Central Bank does not have access to; (ii) excess funds applied to
permanent assets pursuant to the current regulation; and (iii) funds delivered to or available by third parties
for related transactions.

On September 12, 2010, the Group of Governors and Heads of Supervision, the oversight body of
the Basel Committee, announced a substantial strengthening of existing capital requirements and fully
endorsed previous agreements on the overall design of the capital and liquidity reform package, the Basel
III Accord, which was endorsed at the Seoul G20 Leaders summit in November 2010. The Basel III Accord
recommendations aim to improve the ability of financial institutions to withstand shocks to the financial or
of other sectors of the economy, to maintain overall financial stability and to promote sustainable economic
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growth. The Basel Committee’s package of reforms will increase the minimum common equity
requirement from 2% to 4.5%. In addition, banks will be required to hold a capital conservation buffer of
2.5% to withstand periods of stress, bringing the total common equity requirements to 7%.

In March 2013, the CMN and the Central Bank issued a new regulatory framework for the
implementation of the Basel III Accord in Brazil. Accordingly, CMN Resolution No. 4,192, of March 1,
2013, determined, among others, that Brazilian financial institutions must comply with new minimum
capital requirements and established new rules for the calculation of the PR, which is the basis for the
determination of minimum regulatory capital.

Among the changes introduced by this new set of rules, it is important to highlight: (i) the
introduction of the concept of quasi-financial institutions (instituicoes assemelhadas); (ii) the necessity of
consolidation of financial statements of such quasi-financial institutions; (iii) the issuance of new rules for
the calculation of the components of the PR (including Principal Capital and Complementary Capital, both
of which comprising the so-called Tier I Capital). These changes are to be implemented from October 1,
2013 to January 1, 2022. See “Regulatory Overview—Capital Adequacy and Leverage.”

Our Consolidated Capital Ratios

The following table sets forth additional information on our capital ratios as of December 31, 2010,
2011 and 2012:

As of December 31,
2010 2011 2012
(in R$ millions)
Reference Shareholders’ Equity (PR)...............ccccccccocovevnnn 5,567.0 8,431.0 14,593.3
Shareholders’ equity — Tier 1 .....cccccovevveriinicnieneinieeeicenn 5,602.5 6,331.1 10,249.6
Shareholders’ equity — Tier 2 .....cccccoveevervinienieneeneeiceiceeenn - 3,165.5 5,124.8
Deductions from the Reference Shareholders’ Equity ............. (35.4) (1,065.6) (781.1)
Required Reference Shareholders’ Equity (PRE) ............... 2,841.7 5,250.9 9,273.3
Credit TISK ..ovieiieiieiecieie ettt 1,631.8 3,416.0 5,606.7
IMATKEE TISK ..veovvieeiieeieiieiieie et et ste et reebeenne s 943.1 1,553.5 3,440.8
OPErating TiSK ..co.eeeueeriieniieierierieneeneeeetc et 266.7 281.4 225.8
Exceeding Required Reference Equity: (PR-PRE) 2,725.0 3,180.1 5,319.9
Capital adequacy ratio (based index): (PRx100)/PRE/0.11) .... 21.55% 17.66 % 17.31%

Subsidiary Capital Requirements

We are subject to banking supervision and regulation on a global consolidated basis in Brazil
under the Central Bank framework. Regulatory capital requirements are determined on a consolidated basis,
including assets and liabilities of consolidated subsidiaries, even if such subsidiary is subject to the banking
supervision of other regulators on an individual basis. In the case of Banco PanAmericano, due to the fact
that we exercise joint control ownership, together with CaixaPar, the Central Bank determined that capital
requirements and banking supervision will be exercised on a stand-alone basis. Banco PanAmericano is
recognized as an independent bank conglomerate by the Central Bank, and its capital requirements must be
satisfied with Banco PanAmericano’s own capital. As mentioned above, we purchased a co-controlling
interest in Banco PanAmericano. The effect of the transaction on the calculation of our regulatory capital is
discussed above. See “Business—Significant Recent Developments.”

Through our subsidiaries in the United States, we are subject to extensive regulation under U.S.
law and regulations, including oversight by FINRA and the SEC. Through BTG Pactual Europe, one of our
quoting entities authorized by the FSA to provide investment services in the United Kingdom, we are
additionally subject to the supervision of the FSA and related regulatory requirements in the United
Kingdom. See “Risk Factors — The enactment of the U.S. Dodd-Frank Wall Street Reform and Consumer
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Protection Act may subject our investment adviser and broker-dealer in the U.S. to substantial additional
regulation, and we cannot predict the effect of such regulation on our business,” “Regulatory Overview —
Regulation in the United States” and “Regulatory Overview — Regulation in the United Kingdom.” Celfin
and Bolsa y Renta are also subject to regulatory capital requirements determined by Chilean and
Colombian laws and their regulators, respectively, calculated based on their own capital.

Liquidity

Liquidity is essential to our business. Liquidity management is the set of policies and procedures
we put in place to ensure that we always have access to sufficient cash to meet our obligations, under
normal circumstances and under severe market stress.

The most important principle of our liquidity management framework is the maintenance of a
strong cash position — our liquidity buffer — at all times. Our liquidity buffer is calculated to be sufficient to
run our operations for a minimum of 90 days assuming that we do not obtain new funding in the period.
Our balance sheet is in a large part composed of very liquid financial instruments, and we obtain funding
from a diversified range of unsecured instruments from a broad range of sources. Also, we maintain a
contingency plan to manage our liquidity under severely adverse market conditions, based on the
imposition of constraints on our lending operations and on the reduction of our exposure to illiquid assets
and the sell-off of liquid instruments.

We have recently enhanced our liquidity profile through the issuance of the following securities: (i)
in April 2011, R$4.0 billion in local subordinated notes with an average maturity of 7.8 years; (ii) in July
2011, US$500.0 million in senior notes due 2016 at a rate of 4.875%, under the Programme; (iii) in
December 2011 and January 2012, three additional series of zero-coupon, one-year senior notes under the
Programme to a single investor in the total principal amount of US$106.0 million; (iv) in December 2011, a
series of notes in the total principal amount of R$0.6 billion with an average maturity of 7.0 years; (v) in
September 2012, US$800.0 million subordinated notes due 2022 at a rate of 5.75%, priced at 98.14%; (vi)
in September and October 2012, total issuance of US$235.0 million 7.00% senior notes due 2014
denominated in Colombian pesos under the Programme; and (vii) in January 2013, US$1.0 billion in senior
notes due 2020 at a rate of 4.00%. Under the terms of the US$800.0 million subordinated notes, we may,
among other things, defer payment of any amounts due to noteholders if we are not in compliance with, or
such payment would cause us to not be in compliance with, operational limits applicable to Brazilian banks
then in effect.

We intend to continue our funding activities by accessing funding from diversified sources in
Brazil and abroad and issuing debt instruments and deposits in different markets, currencies and tenors. As
of December 31, 2012, we had more than 300 depositors and our top 10 depositors represented less than
19.0% of our total unsecured funding base. We are subject to liquidity regulatory requirements imposed by
the Central Bank, which includes the monitoring of our liquidity position, of our liquidity stress scenarios,
and of our liquidity contingency plan. We are currently the only entity within BTG Pactual that is permitted
to take deposits, directly and through our branches, (including interbank, demand and time deposits) from
clients or counterparties.
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Our indebtedness

The following table shows the composition of our funding as of the dates indicated:

As of December 31,
2010 2011 2012
(In R$ millions)

DEPOSILS ..ttt 10,573.5 14,211.1 14,624.0
Demand deposits ......ccoeeverierierieneenieeenieeeeneeeeeenenn 2,312.9 1,574.3 283.5
Interbank deposits.........cceevevieviiniininiiiiiciceeee e 338.9 576.4 627.1
Time dePOSILS ..eeveevieiieieeie et 7,908.9 12,060.4 13,713.4
Other depOoSits......cooeevviriirienieniieienerteeeeseeeeee e 12.8 - -

Open market funding...........ccccceeeiiinieninniiiiiiceceeee 41,188.9 39,061.1 52,650.7

Funds from securities issued and accepted...........cccceeeueennne 1,305.5 3,774.6 8,480.1

Interbank tranSactions............c..ceeeveeeeeieeieeineeeeeieeeeeeeeeeenns - - 0.3

Loans and onlending...........cocceeveeenieriieineenneceneenieeeieenane 155.3 919.7 1,904.7

Subordinated debt............ooooviiiieiiiieeeeeeee e — 4,158.3 6,246.1

TOUAL oo 53,223.2 62,124.8 83,906.0

Demand deposits

We do not provide commercial banking services to our clients other than through our
PanAmericano business unit. The cash balances maintained by our clients in demand deposits are seasonal,
and typically result from the settlement of securities in connection with our sales and trading businesses.
The volume of our demand deposits tend to vary, and are generally linked to the volume of transactions we
settle for our clients. They can also be impacted by regulatory measures, or by certain taxes imposed on
financial transactions, such as the IOF tax, that can cause our clients to delay certain cash transferences
abroad. Demand deposits also include balances of money market deposits maintained by our clients with
our Cayman Islands branch. As of December 31, 2012, the balance of our demand deposits from local and
international clients totaled R$283.5 million, compared to R$1,574.3 million as of December 31, 2011.

Interbank deposits

We receive interbank loans from Brazilian financial institutions in open market operations. The
balance of our interbank deposits increased, from R$576.4 million as of December 31, 2011 to R$627.1
million as of December 31, 2012.

Time deposits

A significant portion of our funding is in the form of time deposits. Usually, our depositors are
Brazilian companies, pension funds and HNWI. Most of our CDBs bear an interest rate equivalent to the
CDI plus a spread. Our balance of time deposits increased 13.7%, from R$12,060.4 million as of December
31, 2011 to R$13,713.4 million as of December 31, 2012. This increase was mainly due to our continuous
effort to maintain a high level of market discipline and transparency, pursuant to which our clients and
counterparties are informed about our performance and our strategy.

The table below shows the composition of our time deposits issued by maturity as of the dates indicated:

As of December 31,
2010 2011 2012
(in R$ millions)
UP £0 90 AAYS ..ttt 1,050.7 3,180.7 6,872.4
From 91 t0 365 days ......coceeverienienieiieieiereeeeeeeeeee e 5,699.4 6,184.5 5,134.6
From 1 t0 3 YEATS ..ccuevuveiiriiiiiricierecicetcteniceeee e 987.1 1,553.5 581.6
OVET 3 JOAIS ...ttt sttt ettt sttt see e 171.7 1,141.5 1,124.6
TOLAL ...ttt 7,908.9 12,060.4 13,713.4




The table below shows the concentration of our time deposits issued by depositors by economic

group:
As of December 31,
2010 2011 2012

(Unaudited) (in R$ millions)

Total numMber dePOSItOTS .....cccverruerrriieriiieieeieeeieeeiee e 245 265 367
Largest depOSItOr .....eeevueeeriiiiieeiee ettt 721.6 841.2 938.9
10 largest depoSitorS ........coceevereereereeneenienteeeeneeneeieeanens 3,519.5 4,874.5 5,780.0
20 largest depOSItOrS .....c..eevververieriereenieeieeteeieenieenieeieeanens 4,715.7 7,258.8 8,062.4
50 largest depOoSItOrS ........cevveruerieriereeneeieete et 6,384.3 9,937.8 10,869.9
100 largest dePOSItOTS ...c..eeververeeriienieenieeieeteeieeneeeneeieeenens 7,433.9 11,469.4 12,517.3

After December 31, 2012, we continued to incur indebtedness, mainly as a result of an increase in
our open market funding (which is directly linked to corresponding increases in our open market
investments and securities subject to repurchase agreements) and the issuance under this Programme of
US$1.0 billion in senior notes due 2020.

Open market funding

We fund a significant portion of our portfolio through secured funding arrangements, such as
repurchase agreements. We maintain relationships with several market counterparties, such as financial
institutions, prime brokers, institutional investors, asset managers, clearing agents, depositaries, central
banks or other monetary authorities, through which we may obtain secured funding by placing significant
portions of our portfolio of securities, especially government bonds, as collateral. Our secured funding
transactions are an important component of our overall funding strategy in the context of liquidity
management. The total balance of repurchase transactions vary in line with changes in the amount of our
total assets, and especially of our securities portfolio. We also maintain a balance of repurchase agreements
in connection with reverse repurchase transactions (i.e., our match portfolio), through which we allow
clients, such as our investment funds, to access money markets for overnight or term investments
collateralized by prime, highly liquid government securities. As of December 31, 2010, 2011 and 2012, our
portfolio of repurchase transactions totaled R$24,182.6 million, R$22,838.4 million and R$32,227.5
million, respectively.

Funds from securities issued and accepted

Our balance from securities issued and accepted increased from R$1,305.5 million as of December
31, 2010 to R$3,774.6 million as of December 31, 2011 and further increased to R$8,480.1 million as of
December 31, 2012. The increase is in line with our distribution efforts in local and international markets.
We have recently issued various notes both in Brazil and abroad, as follows:

e In July 2011, we issued, through our Cayman Islands branch, a series of senior notes through
the Programme in the total principal amount of US$500 million. The maturity date of these
notes is July 8, 2016;

e In December 2011, we issued a series of notes in the total principal amount of R$600 million.
The average maturity date of the notes is 7.0 years, and the first maturity date is June, 2017;

e In December 2011, we issued, through our Cayman Islands branch, three series of senior
notes through the Programme to a single investor in the total principal amount of US$106.0
million. The maturity date for these notes is one year from the date of issuance;

e In September and October 2012, we issued, through our Cayman Islands branch,
approximately US$235 million aggregate principal of senior notes, denominated in
Colombian pesos, at a fixed coupon of 7.00% and maturing in September 2017, marketed
primarily to investors in Latin America; and
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e In January 2013, we issued, through our Cayman Islands branch, US$1.0 billion in senior
notes under the Programme at a fixed coupon of 4.00% and maturing in January 2020.

The table below shows the composition of our funds from securities issued and accepted by type
as of the dates indicated:

As of December 31,
2010 2011 2012
(in R$ millions)
FInancial DIllS ....coovviviiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeel - 932.4 1,827.8
Mortgage bonds/letters of credit for agribusiness..........cccceveeruvennee. 1,299.4 1,692.5 3,978.1
Medium term notes and credit-linked NOtES ...........ococveveveverereuenennne. 6.0 1,149.6 2,674.1
TOUL. oo 13055 37746 _ 8,480.1

Loans and onlendings

The funding from loans and onlendings consists of funding facilities obtained by us, such as
revolving credit facilities, trade finance and BNDES lines of credit, among others. As of December 31,
2012, the outstanding balance of these facilities was R$1,904.7 million, compared to R$919.7 million at
December 31, 2011 and R$155.3 million at December 31, 2010, and such increase is directly linked to our
strategy to grow our corporate lending unit, which was boosted by sustained economic growth and credit
demand from our corporate clients.

Subordinated debt

Our subordinated indebtedness increased from R$4,158.3 million as of December 31, 2011 to
R$6,246.1 million as of December 31, 2012. In April 2011, we issued a series of subordinated notes in
Brazil in the total principal amount of R$3,975.0 million, indexed to IPCA plus 1% per annum. The
average maturity date of the notes is 7.8 years, and the first maturity date is October 2016. In September 21,
2012 we priced at 98.14% an issuance of US$800 million, 5.75% subordinated notes due September 28,
2022, denominated in U.S. dollars. Under the terms of these notes, we may, among other things, defer
payment of any amounts due to noteholders if we are not in compliance with, or such payment would cause
us to not be in compliance with, operational limits applicable to Brazilian banks then in effect.

Dividends and other distributions

On September 18, 2009, the Partners acquired us. Immediately following the acquisition, we
distributed dividends of R$1.7 billion to BTG Pactual Participagdes IT S.A., or BTG Participagdes, the
vehicle used by such Partners to acquire us.

During 2010, we distributed R$373.6 million of dividends, and in December 2010, we had a
capital increase of R$2.4 billion from the proceeds from the issuance of new equity capital to the members
of the Consortium and the Participating Partners.

During 2011, we distributed R$692.0 million of dividends to our shareholders, with the portion
thereof received by our then current Partners used to amortize the remaining part of the debt of BTG
Participacdes with third parties. In 2011, we further distributed R$319.0 million as interest on shareholders’
equity, which was recapitalized into us on the same date. We did not make any distributions to our Partners
in 2011.

We paid aggregate dividends in 2010 and 2011 of R$846.6 million and R$876.0 million,
respectively, which were, to a large extent, used by the Partners to amortize the outstanding debt incurred
in connection with the acquisition of us.

On August 8, 2012, our board of directors approved the distribution of proceeds to our
shareholders in the amount of R$401.6 million, of which R$220.0 million will be distributed as interest on
shareholders’ equity (subject to withholding taxes) and R$181.6 million was distributed as dividends.
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As of December 31, 2012, we had recorded R$220.0 million and R$192.2 million as interest on
shareholders’ equity and dividends, respectively, with such provisions being approved at the special
shareholders’ meetings held on December 19, 2012 and February 19, 2013.

Use of Funds

We mainly use our funds to carry out the activities of our sales and trading, corporate lending and
principal investments business units, which provide, among other things, structured and other loans and
take proprietary positions through market-making in, and trading of, fixed income and equity products,
currencies, commodities, and swaps and other derivatives. The majority of our portfolio is comprised of
highly liquid instruments. See “—Liquidity—Open market funding” above.

The following table presents our asset allocation in our consolidated balance sheet as of the dates
indicated:

As of December 31,
% of % of % of
total total total
2010 assets 2011 assets 2012 assets
(in R$ millions, except percentages)

Assets
Cash at banks..........c..ccevveennenn. 1,522.8 2.1% 517.3 0.6% 552.2 0.4%
Interbank investments.............. 25,209.3 34.6% 19,583.0 23.9% 23,968.9 19.4%
Securities and derivative
financial instruments ............... 36,061.8 49.5% 42,893.9 52.3% 74,202.7 60.2%
Interbank transactions.............. 134.1 0.2% 876.7 1.1% 475.0 0.4%
Loans ......coveeeveeiiieereeeieeeieens 3,701.7 51%  4,665.2 5.7% 7,268.6 5.9%

Other receivables
Securities trading and

brokerage........ccceveevvieiniennnnen. 1,989.5 2.7% 4,403.8 5.4% 3,885.6 3.2%

Other receivables................ 3,852.0 5.3% 7,641.7 9.3% 9,430.9 7.6%
Other asSets .......cccceeeevvvveeeennn. 42.5 0.1% 25.1 0.0% 355 0.0%
Permanent assets.........oeeeeeeeene.. 393.2 0.5% 1,405.3 1.7% 3,496.8 2.8%
Total asSets ..o 729069 _ 100.0% 820120 _1000% _1233163 _ 1000%

Mandatory Deposits with the Central Bank

Mandatory deposit requirements are an integral part of the monetary policy framework of the
Central Bank which requires financial institutions to deposit a certain amount of cash, or place Brazilian
government bonds as collateral, in proportion the balances of demand or term deposits obtained from
clients and counterparties.

Mandatory deposit requirements are generally calculated based on the moving averages of demand
or term deposits. We comply with the requirements above by holding Brazilian government bonds, which
amounted to R$472.5 million as of December 31, 2012.
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Contractual Obligations

The tables below present the maturity and balances of our significant contractual financial
obligations as of December 31, 2012:

Upto 90 90 to 365 1to3 3toS Over 5
days days years years years Total
(R$ millions)

Deposit ..cc.eeveeereeeiieiieeieieeen 7,660.2 5,209.2 606.2 1,146.1 2.4 14,624.0
Open market funding.................. 50,502.6 1,938.5 61.6 - 148.0  52,650.7
Funds from securities issued

and accepted ........oceveerieniein. 1,659.6 1,259.0 3,261.6 1,751.0 548.9 8,480.1
Loans and onlending................... 391.6 1,011.7 8.0 14.9 478.6 1,904.7
Subordinated debts ..................... - - - 1,391.8 4,854.3 6,246.1

In addition, the table below presents the maturity and balance of our additional contractual
obligations with respect to derivative financial instruments:

Upto6 6tol12 Overl

months  months year Total
(R$ millions)
Derivatives financial inStruments ...........ccccceeeeeeeeeiveeeeeeeeeeennnns 6,760.6 395.2 907.9 8,063.7

Capital Expenditures

Our main capital investments in 2010, 2011 and 2012 amounted to R$27.5 million, R$27.2 million
and R$93.0 million, respectively. In 2010 and 2011, most of these expenditures related to investments in
premises (43.6%), software (27.8%), data processing systems (21.2%) and communication systems (7.4%),
while in 2012, the majority of these expenditures related to investments in connection with the relocation of
our Sdao Paulo operations to a substantially larger office in that year, as well as investments in
communication systems and premises. For 2013, we expect that our main capital expenditures will amount
to approximately R$86.1 million, mostly comprised of investments in premises (48.7%), technology
infrastructure including data processing systems and communication systems (41.9%) and software (9.3%).

Off-Balance Sheet Transactions

Except for the co-obligation and bank guarantees that we provide to clients for a fee and credit
assignments in which we retain the credit risk in the ordinary course of our business via our FIDC, we do
not have any off-balance sheet transactions. In addition, we do not control any company that is not
consolidated or otherwise included in our financial statements. Our total amount of bank guarantees
outstanding was R$7,422.3 million as of December 31, 2012.

Risk Management
In the ordinary course of our business, we are exposed to various risks inherent to investment
banking activities. The way we manage these risks directly affect our activities and operations and,
consequently, our results. Some of the most significant risks to which we are exposed to are the following:
e  market risk;

e credit risk and counterparty risk;

e liquidity risk;
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e  operational risk;
e reputational risk;

e taxrisk; and

legal and regulatory risk.

See “Risk Factors—Risk Factors Relating to Our Business and Industry.” The manner in which
we manage and identify these risks is essential for our profitability. Our management of these risks
involves different levels of our management team and encompasses a series of policies and strategies.

We seek to monitor and control our risk exposure through a variety of separate but complementary
financial, credit, operational, compliance, tax and legal reporting systems. In addition, a number of our
committees are responsible for monitoring risk exposures and for general oversight of our risk management
process, as described further below. We believe that the close involvement of our various committees
(including their subcommittees) with the ongoing management and monitoring of our risks helps us foster
our culture of rigorous risk control throughout the organization. Our committees consist of senior members
of our business units and senior members of our control departments.

We believe that the structure of our committees allows them to engage the whole organization and
ensure decisions are readily and effectively implemented. The main committees involved in risk
management activities are (i) Management Committee, which approves policies, sets overall limits and is
the ultimate responsible for the management of our risks, (ii) New Business Committee, which assesses the
viability and oversees the implementation of proposed new businesses and products, (iii) Credit Risk
Committee, which is responsible for approving new credit transactions according to the guidelines set by
our Risk Committee, (iv) Market Risk Committee, which is responsible for monitoring market risk,
including utilization of our risk limits, and for approving exceptions to such limits, (v) Operational Risk
Committee, which assesses main operational risks in light of the established policies and regulatory
framework, (vi) AML Compliance Committee, which is responsible for establishing AML rules, and for
reporting potential issues involving money laundering, (vii) CFO Committee, which is responsible for
monitoring our liquidity risk, including our cash position and balance sheet usage, and for managing our
capital structure and (viii) Audit Committee, which is responsible for the independent verification of the
adequacy of our controls, and for assessing whether our books and records are kept appropriately.

Market Risk

We identify market risk by assessing the impact on the value of our assets and liabilities of
variations in market risk factors such as interest rates, exchange rates, underlying prices and indices. Since
most of our assets and liabilities are subject to market risk, we have developed our own tools to make it
possible to carry out real-time analysis of the exposures on our portfolio. These tools enable us to perform
analysis of the impact of different scenarios in our portfolio, taking into consideration severe market
movements observed in distressed markets in the past, or our projected stress scenarios. These analyses are
integral to our risk management. We measure our market risk exposure using several methodologies of
VaR, Stress Test, sensitivity analysis, which are consistently applied to all positions in our inventory,
allowing the comprehensive assessment of market risks across our different portfolios. The risk reports are
tailored to better support the management of our risk exposure within each of our various business units
and to allow proper senior management awareness of all relevant risk to which we may be exposed. We use
a rigorous set of risk limits to manage our overall risks and to control the risk levels for each business unit
by implementing portfolio limits (VaR and Stress Test), concentration limits (risk factor, regional, issuer)
and operational limits (control or liquidity restrictions). These limits are periodically reviewed by our Risk
Committee and usage is tracked and reported on a daily basis.

Market risk exposure can arise as a result of market-making, proprietary trading, underwriting,
specialist and investing activities. Categories of market risk include exposures to interest rates, equity
prices, currency rates and commodity prices. A description of each market risk category is set forth below:
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e interest rate risks primarily result from exposures to changes in the level, slope and curvature
of the yield curve, the volatility of interest rates, mortgage prepayment speeds and credit
spreads;

e equity price risks result from exposures to changes in prices and volatilities of individual
equities, equity baskets and equity indices;

e currency rate risks result from exposures to changes in spot prices, forward prices and
volatilities of currency rates; and

e commodity price risks result from exposures to changes in spot prices, forward prices and
volatilities of commodities, such as electricity, natural gas, crude oil, petroleum products, and
precious and base metals.

Market Risk Control

The management of market risk is primarily the responsibility of our business units. If a business
unit lacks specific power to manage a material market risk, it must transfer this market risk to a business
unit permitted to hold such positions. In addition, our organizational structure also includes an area devoted
to market risk control, which reports directly to our management and is independent from our business
units.

The main responsibilities of the market risk area include the following:

e identifying and measuring market risks through the calculation of VaR, stress tests, the
calculation of portfolio exposures and sensitivity analyses, which can be analyzed in real-time
using the systems we have developed;

e producing daily reports on risk values for senior management, including the senior
management of each of our business units, which we believe provide the necessary support
for proper risk management;

e establishing, controlling and reviewing the risk policies in effect, including risk limits;
e establishing and reviewing the risk calculation models we use;
e establishing and reviewing the stress test hypothetical scenarios;

e generating backtesting analyses, on a monthly or more frequent basis, with input of the actual
results, in order to verify the risk estimates generated by our internal system, as well as the
parameters used in the calculations; and

e regularly monitoring incurred risks and investigating any apparent anomaly, including (i)
inconsistencies between reported risks and effective results (which, in addition to backtesting
exceptions, include any situation involving a significant divergence between them); (ii)
inconsistencies between incurred risks and business unit strategies; and (iii) positions that are
not being actively managed.

Limits

In order to align the risks incurred by our business units with anticipated results, and taking into
consideration our capital basis, each business unit is required to comply with established market risk limits.
The market risk limits are managed pursuant to the following risk measures:

e portfolio limits, which include (i) VaR limits of 95% (1 day) per portfolio and per business
unit and (ii) hypothetical stress test limits per regional business unit;
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e concentration limits, which include exposure limits, such as the concentration of risk factors
per countries, regions and issuers; and

e operational limits, which include limits used to cover occasional material risks that are not
adequately captured by traditional metrics, including exposure to unexpected and
unperceivable risk factors. They may also be defined when required by specific market
conditions, including liquidity, or control deficiencies.

VaR, stress test and exposure limits are disclosed daily in the consolidated risk report issued by
the market risk area, which includes the observations of each of our business units. The report is sent to the
individuals responsible for each business unit and is the main tool for monitoring the limits.

Limits are reviewed on a quarterly or more frequent basis, taking into consideration both the
historical risk use and the average and maximum expected exposure of each business unit. The market risk
area proposes a limit, mainly considering our current capital base, and submits the document for the risk
committee’s approval.

Loss Control

All positions have a stop loss level that is set forth by each business unit and monitored by the
market risk area.

VaR

VaR is a measure of the potential loss in value of trading positions due to adverse market
movements over a defined time horizon with a specified confidence level. Along with Stress Testing, VaR
is used to measure the exposure of our positions to market risk. We use historical simulation with full re-
pricing of positions for the VAR computation, preserving real distributions and correlation between assets,
not making use of Greek approximations and normal distributions. Our VaR can be measured and reported
according to different time horizons, historical look-back windows and confidence levels. The accuracy of
the risk system is tested through daily back-testing procedure that compares the adherence between VaR
estimations and realized PnL.

For the VaR numbers reported below, a one-day time horizon, a 95.0% confidence level and a
one-year look-back window were used. A 95.0% confidence level means that there is a 1 in 20 chance that
daily trading net revenues will fall below the VaR estimated. Thus, shortfalls from expected trading net
revenues on a single trading day greater than the reported VaR would be anticipated to occur, on average,
about once a month. Shortfalls on a single day can exceed reported VaR by significant amounts and they
can also occur more frequently or accumulate over a longer time horizon, such as a number of consecutive
trading days. Given its reliance on historical data, the accuracy of VaR is limited in its ability to predict
unprecedented market changes, as historical distributions in market risk factors may not produce accurate
predictions of future market risk. Different VaR methodologies and distributional assumptions can produce
materially different VaR. Moreover, VaR calculated for a one-day time horizon does not fully capture the
market risk of positions that cannot be liquidated or offset with hedges within one day. As previously stated,
we use “Stress Test” modeling as a complement of VaR in our daily risk management activities.

The following table sets forth our average daily VaR for the years indicated:

For the year ended and as of December 31,

2010 2011 2012
Total average daily VaR .........ccoooiiiiiiiiiiniiiiieceeeceeeeen 21.6 28.4 60.5
Average daily VaR as % of average equity'"” ...........ccccooorrrrrrrrnnne. 0.49% 0.47% 0.74%

(1) Unaudited
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Our total average daily VaR increased during 2011 and 2012, as a result of the deployment of the
additional capital we raised in December 2010 and our April 2012 initial public offering. In 2012 and 2011,
our daily average VaR also increased due to the continuing ramp-up of some business areas in our sales and
trading business unit (e.g. the energy trading desk), a larger inventory of assets held and new asset classes.
A characteristic of our business model is that our average VaR may vary, within certain levels, as part of
our normal course of business, as we see more or less opportunities in the market.

Credit Risk

Credit risk represents the loss that we would incur if a counterparty or an issuer of securities or
other instruments we hold fails to perform under its contractual obligations to us, or upon a deterioration in
the credit quality of third parties whose securities or other instruments, including over-the-counter
derivatives, we hold. Our exposure to credit risk principally arises through our trading and investing
activity and financing activities. We attempt to manage the risk exposure by (i) entering into agreements
that enable us to obtain collateral from a counterparty on an upfront or contingent basis, (ii) seeking third-
party guarantees of the counterparty’s obligations, and/or (iii) transferring our credit risk to third parties
using options, swaps and other derivatives contracts on the exchanges, particularly on BM&FBOVESPA.
The following table sets forth the distribution, by credit rating, of our credit exposures as of December 31,
2012 to financial instruments, excluding derivatives and securities under trading activities. The ratings
shown below reflect our internal ratings assessment, consistently applied in accordance with the Central
Bank standard ratings scale:

Rating As of December 31, 2012
(in R$ millions)
11,672
14,888
5,505
770
183
606
12
29
106
33,770

The table below states our main exposures to credit risk, classified by economic activity of the
counterparties as of December 31, 2012:

Financial us Investment Real
Government institutions agencies Services funds Individuals Industry Energy Rural Clearing estate Other Total

Cash at banks - 552.2 - 552.2
Short-term interbank

investments 6,709.1 19178 - 2,116.2 13,2258 - - - - - - - 23,968.9
Securities and derivative

financial instruments 32,058.1 971.0 139138 3,886.7 - 23 250.0 35794 - 559.7 1,294.8 17,687.0 74,202.7
Interbank transactions 472.5 - - - - - - - - - - 25 475.0
Loans - - 3,875.0 - 807.0 2,049.0 - 4573 - - 80.2 7,268.6
Other receivables® . 32395 . 999.8 1,526.0 1,766.3 777 2139 - 4544 - 1,519.0 9,796.6
Total 39,239.7 6,680.5 139138 10,877.7 14,7518 2,575.6 2,376.7 3,793.3 457.3 1,014.1 1,294.8 19,288.7 116,263.9

(1) Other receivables include only balances with credit characteristics
Derivative Contracts

Derivative contracts are financial instruments, such as futures, forwards, swaps or option contracts,
which derive their value from underlying assets, indexes, reference rates or a combination of these factors.
Derivative instruments may be entered into by us in privately negotiated contracts, which are often referred
to as over-the-counter derivatives, or they may be listed and traded on an exchange.

In our sales and trading and principal investments businesses, we actively enter into derivative
transactions with our clients and counterparties in different markets in Brazil and abroad. The use of
derivatives facilitates our trading activities, as these instruments typically permit the efficient transference
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and hedging of risks, a feature that is especially desirable given the dynamism of the markets in which we
operate.

Derivatives are used in many of our businesses, and we believe that the associated market risk can
only be understood relative to the underlying assets or risks being hedged, or as part of a broader trading
strategy. Accordingly, the market risk of derivative positions is managed in conjunction with all of our
other non-derivative risk.

As of December 31, 2012, we held R$624.9 million in collateral against these over-the-counter
derivative exposures. This collateral consists predominantly of cash and government bonds and is usually
received by us under agreements entitling us to require additional collateral upon specified increases in
exposure or the occurrence of negative credit events.

In addition to obtaining collateral and seeking netting agreements, we attempt to mitigate default
risk on derivatives by entering into agreements that enable us to terminate or reset the terms of transactions
after specified time periods or upon the occurrence of credit-related events, and by seeking third party
guarantees of the obligations of some counterparties. Derivatives transactions may also involve the legal
risk that they are not authorized or appropriate for a counterparty for which documentation has not been
properly executed or that executed agreements may not be enforceable against the counterparty. We
attempt to minimize these risks by obtaining advice of counsel on the enforceability of agreements as well
as on the authority of a counterparty to effect the derivative transaction.

Liquidity and Funding Risk

Liquidity is of critical importance to companies in the financial services sector. Most failures of
financial institutions have occurred in large part due to insufficient liquidity resulting from adverse
circumstances. Accordingly, we have in place a comprehensive set of liquidity and funding policies that are
intended to maintain significant flexibility to address both specific and broader industry or market liquidity
events. Our principal objective is to be able to fund us and to enable our core businesses to continue to
generate revenues, even under adverse circumstances. For additional information, see “Liquidity”.

Reputational Risk

We are also subject to reputational risks. For a description of such risk, see “—Principal Factors
Affecting Our Financial Condition and Results of Operations—Reputational Risk” and “Risk Factors.”

Operational Risk

Operational risk relates to the risk of loss arising from shortcomings or failures in internal
processes, people or systems, or from external events. Operational risk can arise from many factors ranging
from routine processing errors to potentially costly incidents related to, for example, major systems failures.
Operational risk may also cause reputational harm. Thus, efforts to identify, manage and mitigate
operational risk must be equally sensitive to the risk of reputational damage as well as the risk of financial
loss.

We manage operational risk through the application of long standing, but continuously evolving,
firm-wide control standards which are supported by the training, supervision and development of our
people; the active participation and commitment of senior management in a continuous process of
identifying and mitigating key operational risks across our business; and a framework of strong and
independent control departments that monitor operational risk on a daily basis. Together, we believe these
elements form a strong firm-wide control culture that serves as the foundation of our efforts to minimize
operational risk exposure.

Operational Risk Control, a risk management group independent of our revenue-producing units,
is responsible for developing and implementing a formalized framework to identify, measure, monitor, and
report operational risks to support active risk management across our business. This framework, which
evolves with the changing needs of our businesses and regulatory guidance, incorporates analysis of
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internal and external operational risk events, business environment and internal control factors, and
scenario analysis. The framework has the ultimate goal of ensuring that we always operate under the
highest standards of quality in our business processes, protecting our earnings and reputation, providing
regular reporting of our operational risk exposures to our board of directors, risk committees and our senior
management.

Tax Risk

Tax risk includes the risk of exposure to fines, penalties, judgments, damages and/or settlements in
connection with regulatory assessment as a result of non-compliance with applicable legal and regulatory
requirements. See “—Principal Factors Affecting Our Financial Condition and Result of Operations—Tax
Risk.”

Legal and Regulatory Risk

We are subject to significant legal and regulatory risks. See “Risk Factors—Risk Factors Relating
to Our Business and Industry” and “Risk Factors—Risk Factors Relating to the Regulatory Environment.”
Our legal and compliance departments are responsible for mapping, controlling and preventing these risks
by supporting all of our business units and administrative areas. Our legal department has 30 professionals
divided into groups specialized in investment banking, asset management, principal investments and
trading, wealth management, litigation and corporate affairs. Our compliance department has 52
professionals who are responsible for the development and maintenance of our internal controls regarding
regulatory matters such as anti-money laundering, information barriers and securities trading restrictions, as
well as conducting training on regulatory matters for us. The most important risks that we potentially face
are managed with the involvement of two or more members of our Senior Management Team.
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BUSINESS
Overview

We are an investment bank, asset manager and wealth manager with a dominant franchise in
Brazil. In addition, we have established a successful international investment and distribution platform. We
were founded in 1983 and have operated as a meritocratic partnership since our inception. Currently, we
have offices on four continents, and provide a comprehensive range of financial services to a Brazilian and
global client base that includes corporations, institutional investors, governments and high net worth
individuals, or HNWI.

Our Business

Our seven business units are:

¢ Investment Banking, which provides financial advisory and capital markets services;
e Corporate Lending, which offers financing and loan guarantees to corporations;

e Sales and Trading, which offers financial products and services to a diverse group of clients
in local and international markets, including market-making, brokerage and clearing services,
and derivatives, interest rate, foreign exchange, equities, energy and commodities transactions
for hedging and trading purposes;

e Asset Management, which offers asset management services with a broad range of products
across major Brazilian and international asset classes to Brazilian and international clients;

e  Wealth Management, which provides investment advisory and financial planning services
and investment products to HNWI;

e PanAmericano, our commercial and consumer banking business conducted through Banco
PanAmericano, an independent Brazilian bank that we have co-controlled since mid-2011,
which focuses on granting automobile loans, direct consumer loans, payroll deduction loans,
middle market loans and mortgages, primarily to individuals and corporations in Brazil; and

e Principal Investments, which involves our capital investments with respect to a broad range
of financial instruments, including merchant banking and real estate investments in Brazil and
investments in a variety of financial instruments in global markets, which investments are
primarily managed by our asset management unit.

We are committed to further expanding our platform outside of Brazil and in 2012 we acquired
Celfin, a leading broker dealer in Chile that also operates in Peru and Colombia and Bolsa y Renta, a
leading broker dealer in Colombia. Both Celfin and Bolsa y Renta have a wide array of products and
services (concentrating in investment banking, sales and trading, asset management and wealth
management). We intend to further expand their operations to include many of the additional products and
services we currently offer in Brazil.

We believe our transactions with Celfin and Bolsa y Renta represent milestones in our efforts to
replicate our history of success in Brazil throughout Latin America, and uniquely position us as a true
leader throughout the region.

Our Group

We are part of the BTG Pactual Group, which includes both Banco BTG Pactual and BTGI. The
two entities are sister entities that have the same ultimate beneficial owners. We, the principal operating
company in the group, were founded as a small broker-dealer and have grown by creating new business
units and expanding the activities within these business units. BTGI, the investment vehicle for many of the
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BTG Pactual Group’s principal investments (including most of its non-Brazilian investments and certain of
its Brazilian investments), was originally formed in late 2008. BTGI acts as a vehicle for part of the
principal investment business of the BTG Pactual Group, and has no operating activities or employees. Its
assets are managed by our asset management unit, which receives arm’s length fees and commissions from
BTG I for its services. Such fees and commissions are primarily recorded by us as revenues in our asset
management unit. BTGI will not participate in any offering of Notes under the Programme as either an
issuer or a guarantor.

As of December 31, 2012, the BTG Pactual Group had approximately 2,200 professionals and
offices on four continents: South America (Sao Paulo, Rio de Janeiro, Brasilia, Recife, Porto Alegre, Belo
Horizonte, Santiago, Lima, Medellin and Bogota), North America (New York), Europe (London) and Asia
(Hong Kong).

On April 30, 2012, the BTG Pactual Group completed its initial public offering, consisting of
103,500,000 units, each representing, directly or through depositary receipts, (i) one common share and two
preferred shares of our capital stock and (ii) one voting share and two non-voting shares of BTG Pactual
Participations. The majority of these units were listed in Brazil on the BM&FBOVESPA, and 129,000 units
were also listed in Europe on the Alternext Amsterdam, the multilateral trading facility operated by
Euronext Amsterdam N.V. The majority of the units offered in the initial public offering are represented by
primary securities, resulting in gross proceeds to the BTG Pactual Group of approximately R$2,587.5
million, of which Banco BTG Pactual received R$2,070.0 million. We have used, and expect to continue to
use, our portion of the proceeds from the initial public offering of the BTG Pactual Group to, among other
things, increase our corporate lending and sales and trading operations and develop new lines of business.

Our Results and Financial Condition

For the year ended December 31, 2012, our revenues were R$5,619.8 million and our net income
was R$2,061.2 million. As of December 31, 2012, our shareholders’ equity was R$10,101.5 million, and
we managed a total of R$121.5 billion in our asset management unit and R$62.2 billion in our wealth
management unit. Our different business units produce a combination of fee and trading revenues that have
allowed us to consistently generate strong earnings growth and positive returns on equity through varying
and at times difficult economic and market conditions. For the five years ended December 31, 2012, our
average return on equity was 21.5%, with no year being lower than 17.7%.

The following table shows key performance data for Banco BTG Pactual for the periods indicated:

As of and for the year ended December 31, CAGR
2010 2011 2012 2010-2012
(in R$ millions, except as otherwise indicated) %
Total revenue™” .........ccoocovvevennn. 1,983.8 2,647.1 5,619.8 68.3%
Net inCOMme......veveereeeeeeeeeerreeann 810.9 1,477.1 2,061.2 59.4%
Shareholders’ equity .................... 5,602.5 6,339.8 10,101.5 34.3%
ROAE®® (%) ..o, 18.3% 24.7% 25.1% 17.1%
AUM and AUA (in
R$ billions)@......c.covvereean. 91.5 120.1 170.7 36.6%
WUM (in R$ billions)? .............. 312 38.9 622 41.2%
BIS capital ratio ............c..cooeeen.... 21.5% 17.7% 17.3% (10.3)%

(1) Derived from our unaudited adjusted income statement.
(2) Unaudited.
(3) We determine our average shareholders’ equity based on the initial and final net equity for the period.

(4) Figures are presented on an annualized basis.
Our Partnership

We operate as a partnership, currently with 186 Partners, who are also executives in our group.
The Partners currently own 75.21% of our equity, and 71.91% of our equity is part of our partnership, and
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we refer to such equity as “Partnership Equity.” Our 36 most senior Partners, who we consider to be key
contributors to our success, own approximately 63.98% of our equity. The members of a consortium of
investors who purchased our equity in December 2010 currently own 9.40% of our equity, and the
remaining equity is owned by Partners (including Participating Partners), Celfin partners, Bolsa y Renta
partners and the persons who purchased units in the initial public offering of the BTG Pactual Group or
thereafter in the public markets.

We believe the key to our success is our partnership model. We believe this model (i) fosters a
culture of teamwork, talent development, entrepreneurship, meritocracy and long-term commitment, (ii)
substantially enhances the integration of our seven complementary business units and maximizes cross-
selling of our products, (iii) allows us to maintain an intense commitment to our clients, and identify and
capitalize on opportunities in the Brazilian and international financial markets, (iv) substantially enhances
our ability to attract the best available talent and (v) greatly facilitates our ability to consistently maintain a
lean and cost efficient organizational structure. As a result of this model, and the integration of our
businesses, we have a diversified revenue mix and low cost-to-income ratio and have consistently achieved
financial results that we believe exceed those of our competitors.

In contrast to other investment banking and asset management firms in Brazil and worldwide that
have sold equity to the general market in the past, we have implemented several concrete steps to ensure
that our partnership model will not change as a result of our initial public offering completed in April 2012.
Most importantly, our partnership has the right, at any time and for any reason, to require any Partner to
sell all or a portion of his Partnership Equity at its then current book value rather than at the value at which
such equity is then trading in the market or the fair market value of such equity. Such Partnership Equity
may then be resold to other persons (either existing Partners or new executives) at book value. Such right
will continue with respect to all of the Partnership Equity for the foreseeable future, and thus, we expect
that such shares will never be eligible for sale into the market or to third parties, except for certain limited
exceptions such as in connection with a sale of the BTG Pactual Group in its entirety. We believe that the
substantial ownership position of our Partners and the maintenance of our partnership in which Partnership
Equity is bought and sold at book value on a meritocratic basis will (i) ensure the continued commitment of
our most important executives to our success following our initial public offering, (ii) permit us to maintain
our unique culture and the competitive advantage it grants us and (iii) permit us to attract and retain future
generations of talent, all of which create an unprecedented alignment of the interests of our senior
management with the interests of public shareholders. See “Our Partnership.”

Our Core Values
Our organization is built and operates on the following set of 12 core values:

Strategic Focus: How we set our strategic direction

Client focused

Alpha-based

Global thinking and presence

e Long-term ambition

129



People: How we work

Partnership
Teamwork
Hard-working and hands-on

Grow our own talent

Performance Management: How we achieve superior results

Meritocracy
Entrepreneurship
Excellence

Bottom line driven and cost conscious

We believe that the culture that results from these core values differentiates us in the market, leads
to an integrated organization and ensures superior results.

Our Competitive Strengths

We believe that our competitive strengths include:

Substantial Presence in Brazil, where we Are a Dominant Investment Bank, Asset Manager and
Wealth Manager, with a Leading Franchise in the Businesses We Operate

We are one of the leading players in Brazil’s financial services industry, which we believe to be
one of the most attractive financial services markets globally. Given our substantial presence in Brazil, we
believe that we are positioned to participate in the vast majority of significant merger and acquisition,
financial advisory and capital markets transactions involving Brazilian companies.

Dominant franchise. We are one of the premier brands for investment banking and asset
management in Brazil and one of the largest independent investment banks based in the emerging markets.
Among other things, we:

were bookrunners in approximately 50% of all public equity offerings completed in Brazil
from 2004 to 2012, and the leading equity underwriter in terms of number of bookmanaged
transactions according to ANBIMA. In terms of total volume underwritten, we were the
leading underwriter of equity issued by companies listed on BM&FBOVESPA in 2004, 2005,
2007, 2009 and 2012, and the second largest equity underwriter in 2006 and 2011, according
to ANBIMA. In 2010, we were the leading equity underwriter in terms of total deals
completed according to ANBIMA;

were ranked first in Brazilian M&A advisory rankings according to Thomson in 2010 and
2011 and provided advisory services in 255 announced M&A transactions from January 1,

2007 through December 31, 2012;

have an equity research team named among the best research teams in Brazil from 2006 to
2012, and the best research team in Latin America in 2012, according to Institutional Investor;

are one of the largest equity brokerage houses in Brazil in terms of total volume of securities
traded, according to BM&FBOVESPA;

are the largest asset manager in Brazil, excluding retail banks, according to ANBIMA
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(December 2012), with R$121.5 billion in AUM and R$170.7 billion in AUA as of December
31, 2012;

e had approximately R$62.2 billion of WUM as of December 31, 2012; and

e received a number of awards recognizing the excellence of our asset management platform,
including: the Best Research team (Latin America and Brazil) and Best Sales and Trading
Services team (Brazil) by Institutional Investor (2012), the Best Fund Manager in Brazil in
2012 and 2011 by Exame magazine — one of Brazil’s leading financial magazines, the Best
Fund Manager in the Largest Fixed Income and Flexible Mixed Allocation categories in 2012
by Standard & Poor’s and Valor Econémico — Brazil’s leading financial newspaper in 2012,
the Best Global Macro Hedge Fund (for our GEMM fund) in 2012 and 2010 by Euro Hedge
Awards, the Best Fixed Income Fund Manager in 2011 by Standard & Poor’s and Valor
Economico, Best Active Multi-Market, Best Active Fixed Income, Best Conservative Fixed
Income and Best Wholesale Fund Manager in 2011 by FGV (Fundag@o Getilio Vargas) and
Exame magazine, Best Multi-Market (Interest Rate and Currency) and Conservative Fixed
Income Fund Manager in 2010 by FGV (Fundacio Getulio Vargas) and Exame Magazine,
Best Multi-Market Fund Manager in 2010, Best Fund Manager in Brazil in the equities
category from 2007 to 2009, the Top Fixed Income fund manager for 2007 and 2008 and the
Best Multi-Asset Funds for 2010 by Standard & Poor’s and Valor Econémico.

We believe we have a vast knowledge of the Brazilian financial market, can identify business
opportunities and trends more quickly and accurately than our competitors in Brazil and, due to our flat
management structure and strong capital base, can act more effectively on such business opportunities.

We also have an extensive network of long-standing business contacts and corporate relationships,
and we believe we have a strong brand and a reputation for excellence among our target corporate and
individual client base.

Attractive opportunities for further growth of our core franchise. The Brazilian financial services
industry has grown significantly in recent years, and we believe it is poised for further growth, creating
attractive opportunities for the leading market participants such as ourselves. The market for financial
services has grown as a result of economic stability and the gains in economic growth momentum and the
increase in such services have in turn played a key role in further advancing such improvements in
macroeconomic performance.

As a result, according to the CVM, Brazilian issuers engaged in 76 equity transactions raising
R$75.5 billion in 2007, in 13 equity transactions raising R$34.9 billion in 2008, in 24 equity transactions
raising R$47.1 billion in 2009, in 25 equity transactions raising R$152.2 billion in 2010, in 25 equity
transactions raising R$19.2 billion in 2011 and in 13 equity transactions raising R$14.3 billion in 2012, as
compared to only six equity transactions raising R$6.1 billion in 2002. Brazilian issuers engaged in 57 debt
transactions raising R$17.8 billion in 2007, in 82 debt transactions raising R$32.6 billion in 2008, in 170
debt transactions raising R$48.1 billion in 2009, in 242 debt transactions raising R$75.4 billion in 2010, in
356 debt transactions raising R$86.3 billion in 2011 and in 358 debt transactions raising R$190.1 billion in
2012, as compared to only 43 debt transactions in Brazil raising R$3.3 billion in 2002, according to
ANBIMA.

Consistent with this increase in the number of equity and debt transactions, total credit volume in
Brazil grew from 25.7% of GDP in December 2004 to 53.6% of GDP in December 2012 according to the
Central Bank.

Despite the considerable progress already made, we believe Brazil still has substantial potential for
further improvements in macroeconomic performance and in the financial sector. We believe the conditions
for such improvement are already in place. In particular, there is potential for greater penetration of the
Brazilian capital markets, and Brazil is well-positioned to gain importance as a provider of financial
services to other regional economies. Investor interest in the equity and debt securities of Brazilian
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companies remains strong given Brazil’s strong growth prospects, and Brazilian issuers are expected to
need substantial additional funding.

The Brazilian asset management industry has also grown considerably, with AUM growing from
R$739.0 billion as of December 31, 2000 to R$2,261.9 billion as of December 31, 2012, according to
ANBIMA, of which 9.0% corresponds to investments in equity securities. We expect the growth in the size
and sophistication of the capital and asset management markets to continue the trend of the last decade. In
2012, the Brazilian gross disposable income was R$4,339.3 billion, compared to R$1,653.6 billion in 2003,
representing an increase of 162.4% and an average compound annual growth, or CAGR, of 11.3%,
according to the IBGE. We believe that increasing wealth in Brazil will stimulate growth in all our business
units.

Established International Asset Management Platform

We have an international asset management platform in London, New York and Hong Kong that,
together with our Sdo Paulo and Rio de Janeiro offices, provides Brazilian, emerging market and global
investment products and services to our local and international client base. We have over 90 professionals,
including 19 of our most senior executives, in our international offices dedicated exclusively to the
international asset management business. Our flagship international hedge fund, GEMM, was awarded Best
Global Macro Hedge Fund in 2010 and 2012 by EuroHedge Awards, a leading trade publication.

Broad Network of International Contacts

The members of the Consortium who have invested in our equity in December 2010 include
affiliates of the Government of Singapore Investment Corporation Pte Ltd (GIC), China Investment
Corporation (CIC), Ontario Teachers’ Pension Plan Board (OTPP), Abu Dhabi Investment Council (ADIC),
J.C. Flowers & Co. LLC, RIT Capital Partners plc, Marais LLC, the Santo Domingo Group of Colombia,
EXOR S.A., the investment company controlled by the Agnelli family of Italy, and Inversiones Bahia, the
holding company of the Motta family of Panama. These investors provide us with a broad range of business
contacts throughout Asia, the Middle East, Europe and North and South America, and since their entrance
into our capital structure, we have successfully leveraged these contacts to strengthen many of our principal
businesses and realize additional revenues. As part of the initial public offering of the BTG Pactual Group
in April 2012, Europa Lux III S.a.r.l, RIT Capital Partners plc, Marais LLC, EXOR S.A. and Rendefeld,
S.A. sold part of their equity interest in the BTG Pactual Group.

Our acquisitions of Celfin and Bolsa y Renta have already provided us with substantial additional
contacts throughout the Andean region, and we have begun to leverage these contacts to gain substantial
new relationships and mandates that we believe neither we nor Celfin or Bolsa y Renta might have gained
on a stand-alone basis. Finally, we participated as an anchor investor in the September 2011 initial public
offering by CITIC Securities Co., or CITICs, a leading Chinese investment bank. We are currently working
with CITICs to jointly develop a number of business initiatives, including by co-advising clients seeking to
execute transactions involving Chinese and Latin American companies.

Distinctive Culture Stressing Intellectual Capital, Meritocracy, Entrepreneurship and an
Unprecedented Alignment of Interests

We operate under a partnership model and a flat management structure that emphasizes the value
of intellectual capital, entrepreneurship and meritocracy. We believe this model is the key to our success.
We are managed by our Senior Management Team covering our Brazilian and international operations. We
have 186 Partners that currently own, directly or indirectly, approximately 75.21% of our equity.

We consider our personnel to be our most valuable asset and believe that our culture and
partnership structure allows us to attract, retain and motivate highly talented professionals. Our recruiting
strategy and training are aimed at producing future Partners. The commitment of our personnel to our
culture and success is reinforced through the recognition of individual merit and a variable compensation
system that rewards teamwork, entrepreneurship and initiative, and eventually results in our most valuable
professionals becoming vested in the success of our business as Partners. We believe that our partnership
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model, recruitment strategy and management structure result in our achieving substantially less turnover at
the middle and senior management levels than our Brazilian and international competitors.

Our culture also stresses an alignment of interests between our shareholders, including both the
members of the Consortium and our public shareholders, and our professionals. Virtually all of our key
professionals are Partners and their respective equity ownership in Banco BTG Pactual and BTGI
represents significant portions of their personal wealth (and in most cases, the vast majority of such wealth).
For our 25 most senior Partners, including our senior traders and investment managers, the earnings and
capital appreciation on their equity in the BTG Pactual Group exceed the amount they earn in salary and
bonuses. We believe that this creates an unprecedented alignment of interests that encourages (i) a rigorous
analysis of the risks that we take in our trading and principal investments activities, (ii) our pursuit of
strategies that emphasize long-term, consistent and profitable growth, (iii) a long-term commitment to our
clients and our reputation, (iv) the maintenance of a lean organizational structure and decision-making
process and (v) a strong focus on cost controls.

Consistent with our long standing strategies, we have taken concrete steps aimed at ensuring that
our partnership model remains in effect for the foreseeable future so that both our Partners and our public
shareholders continue to enjoy the financial and strategic benefits which we derive from this model. See
“Our Partnership.”

Our Track Record of Strong Growth with Consistent Profitability through Various Economic
Cycles while Maintaining Strong Capital Ratios and Rigorous Risk Controls

A substantial portion of our Senior Management Team is based in Brazil and has many years of
experience leading us throughout various economic cycles, including the Asian crisis (1997), the Russian
crisis and Long Term Capital Management crisis (1998), the crisis following Brazil’s currency devaluation
(1999), the end of the so-called “Internet bubble” (2000-2001), the Argentine debt default (2002), the
market volatility related to the Brazilian presidential elections (2002-2003) and the recent international
financial crisis.

We have generated strong and consistent returns on our capital throughout these various cycles.
We have been profitable during each of the last 15 years ended December 31, 2012. For the five years
ended December 31, 2012, our average return on equity was 21.5%, with no year being lower than 17.7%.

While we seek to generate strong and consistent earnings, we also focus on consistently
maintaining strong capital ratios and an adequate risk profile. Our capital adequacy ratio at the end of each
year from 2008 to 2012 has been on average 20.3%. As of December 31, 2012, we had a capital ratio of
17.3%. We believe that our track record of consistently maintaining a higher capital ratio than that required
by the Central Bank, while consistently generating attractive returns on equity, highlights our ability to
deploy capital efficiently.

Similarly, we maintain a rigorous discipline of risk management and internal controls. We monitor
our risks on a daily basis; looking at all dimensions that we believe are relevant to our operations, including
market risk, credit risk, liquidity risk, counterparty risk and operational risk. In our risk control framework,
we adopt risk models that allow us to measure risks based on the past behavior of markets (VaR) and on
our stress test scenarios and simulations. Our senior Partners, who are responsible for the management of
the BTG Pactual Group’s risks, are closely involved in the execution of the daily operations, and have a
deep understanding of the markets in which we conduct our operations. We also have a separate risk
management team led by a member of our Senior Management Team. As a consequence, risk management
is an integral part of our decision-making process, which we believe has allowed us to maintain consistent
returns, and to optimize the use of our capital.
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The following table sets forth our average daily VaR for the years indicated:

For the year ended and as of December 31,

2010 2011 2012
Total average daily VaR ........ccoooiiiiiiiiieieeeeeeee e 21.6 28.4 60.5
Average daily VaR as % of average equity'” ............ccccoovrrrrrrrrnnn. 0.49% 0.47% 0.74%

(1)  Unaudited

We believe that our risk management policy applies the best practices, which have been tested in
extremely adverse conditions, including during the 2008 financial crisis. In addition, given that the vast
majority of our Partners’ personal wealth consists of their respective equity interests in the BTG Pactual
Group, we believe that the interests of the persons taking and monitoring risk at the BTG Pactual Group are
more fully aligned with our non-executive shareholders than is the case at our competitors, reinforcing our
rigorous risk control and long-term profit strategies.

The following chart shows our net income, shareholders’ equity and return on average equity for
the periods indicated:

PN 10,101
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Experienced Management Team and Motivated Work Force

We have a group of highly talented professionals with a strong reputation in the Brazilian and
international financial markets. This group was responsible for establishing and implementing the strategies
that permitted us to become one of Brazil’s leading financial institutions. Our team includes André Santos
Esteves, who was named in 2012 one of the 50 most influential people in global finance by Bloomberg and
Person of the Year by the Brazilian-American Chamber of Commerce and, in 2010, was named one of the
25 most powerful people in the world of investment banking by Institutional Investor, and Persio Arida,
who was the President of the Central Bank in 1995, President of the BNDES from 1993 to 1994, and one of
the key economists to lead the creation and implementation of the Real Plan. Outside of Brazil, our team
includes numerous executives with substantial experience in international institutions acting as traders of
G-10 and non-Brazilian emerging markets securities or as top executives in global investment banking and
asset management business units. These team members have been selected based on both their previous
histories of success and our belief that they shared our distinctive business culture and would serve as the
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cornerstones for implementing this culture in our international offices and in our businesses generally going
forward.

We believe that our workforce is highly motivated and efficient, in large part due to our
partnership model. As a result, we have been able to achieve industry leading employee efficiency
(measured by revenue per employee) which enables us to offer extremely attractive compensation that
recognizes the contribution of our professionals. For the year ending December 31, 2012, the revenue per
employee of the BTG Pactual Group (including BTGI, which is not an issuer in the Programme) was
US$2,023.3 thousand, while the estimated average for a group of other leading international investment
banks composed of Goldman Sachs, Morgan Stanley and Credit Suisse was US$668.9 thousand.

Our Diversified Portfolio of Businesses

We believe we have successfully diversified our business operations and sources of revenue to
maximize opportunities for leveraging our client relationships across business units as well as to best
position ourselves to exploit any changes in market conditions.

The following table shows our unaudited revenues breakdown by business unit, which was not
prepared in accordance with Brazilian GAAP and materially differs from our income statement:

For the year ended December 31,

2010 2011 2012
(Unaudited - in R$ millions)
Investment Banking.........ccoceveevierieniinieiinieiencce et 344.0 338.3 448.0
Corporate 1ending .......c.cccceeeeviirieniirieiinietenceeee et 251.1 366.5 563.6
Sales and trading........c.ccveeeiririnenieieieereee e 637.8 999.9 1,516.6
ASSEt MANAZEIMECNL ...ttt 298.4 443.2 1,190.2
Wealth Management ...........cco.eeueieieirininieneeeeee ettt 103.5 144.5 201.7
PanAmericano™..........o.oveeeeeeeeeeeeee et 0.0 (52.0) (244.5)
Principal INVESIMENLS ......cccvevuieiiriieienieierieetesiceteee ettt 201.6 (111.2) 1,356.9
Interest and Other™ ..........coo.orviueriirreineieeese e 147.5 518.1 587.2
Total revenues, net of direct expenses allocation.....................ccoeceeenne. 1,983.8 2,647.1 5,619.8

(1) Our commercial banking activities commenced after the acquisition of a co-controlling interest in Banco PanAmericano on May
27,2011, and are conducted exclusively through that non-consolidated investment. Accordingly, we did not record any revenues
for our PanAmericano business unit in 2010.

(2) Our revenues recorded under “interest and other” include the interest on our capital, which is the internal opportunity cost for
remunerating our net equity, typically determined based on the CDI rate. The interest on our capital, recorded as “Interest and
Other,” is in turn deducted as a funding cost directly from our business units’ revenues. The units primarily affected by such
deductions are those which carry larger inventories of financial instruments (i.e., sales and trading, commercial lending and
principal investments units), as their results are presented in our adjusted income statement net of the interest on our capital, as
well as all other costs for obtaining external funding to finance their portfolios.

We believe that our strong market positions across the spectrum of financial services enable us to
adapt quickly and prosper under changing market conditions. Our entrepreneurial culture leads us to
consistently seek new and diversified revenue sources, including opportunities outside our traditional target
market in Brazil, such as our May 2011 acquisition of Banco PanAmericano. We believe our diversification
increases our potential to successfully grow our business and to maintain our profitability.

In addition, we believe our market strength within each of our business units allows us to
maximize the value we obtain from our client relationships by using an integrated approach to cross-sell the
services that we provide. For example, many of our significant asset and wealth management clients
generated their wealth through public offerings that we have underwritten. This cross-selling is particularly
advantageous within both the Brazilian market and the Andean region, where many wealthy families still
control a significant share of local businesses and thus require a wide variety of financial services for both
their personal wealth and the substantial businesses they control.

We believe that our solid research capabilities also contributed to our significant participation in
equity underwritings in Brazil in addition to generating significant brokerage commissions for our sales and
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trading unit. Consequently, we currently provide our clients with both high quality asset and wealth
management and financial advisory services — both in capital markets and M&A. In addition, our sales and
trading and principal investments units cover multiple markets and different geographies, with a focus on
building long-term relationships and delivering high quality execution.

Finally, we believe that we will achieve very attractive geographical diversification and significant
synergies from the recent acquisitions of Celfin and Bolsa y Renta, and that the combination of the BTG
Pactual Group, Celfin and Bolsa y Renta will create business opportunities not available to any of the
companies on a standalone basis. See “Business—Celfin” and “Business—Bolsa y Renta.”

Strong and Diversified Funding Base with Proven Asset-Liability Management

We have a solid and diversified base for funding our operations through our private banking
network, institutional client base, corporate client base, and in the capital markets. We are consistently able
to fund our operations and to manage our liquidity risk. We seek to maintain a strong cash position, which
is always sufficient to run our operations for 90 days assuming that we do not obtain new funding. Our
balance sheet is in a large part composed of very liquid financial instruments, and we obtain funding from a
diversified range of unsecured instruments from a broad range of sources. Also, we maintain a contingency
plan to manage our liquidity under severely adverse market conditions. We enhanced our liquidity profile
in (i) April 2011 through the issuance of R$3.975 billion in local subordinated notes with an average
maturity of 7.8 years, (ii) July 2011 with the issuance under the Programme of US$500 million in senior
notes due 2016 at an interest rate of 4.875%, (iii) September 2012 with the issuance of US$800 million in
subordinated notes due 2022 at an interest rate of 5.75%, (iv) September and October 2012 with the total
issuance of the Colombian Peso equivalent of approximately US$235 million in senior notes due 2017 at an
interest rate of 7.0%, and (v) in January 2013 through the issuance of US$1.0 billion in senior notes due
2020 at an interest rate of 4.00%. As of December 31, 2012, we had more than 300 depositors.

QOur Strategy
Our principal strategies are:
Capitalize on Brazil’s Outstanding Growth Perspectives

We believe that Brazil has all of the conditions necessary to achieve outstanding growth in the
financial services sector. These conditions include:

e afavorable macroeconomic environment and political stability;

e asound institutional and regulatory framework;

e improved corporate governance;

e asophisticated and deep domestic financial market;

e ahighly attractive investment environment;

e agrowing middle market and middle income consumer base; and

e numerous companies well-positioned to continue to grow and tap international markets.

Large investment opportunities have also been created by the exploration of the recently
discovered pre-salt oil and gas reserves, and also by Brazil’s hosting of the 2014 FIFA World Cup and the
2016 Olympic Games. These opportunities, combined with sustained growth in domestic income and

consumption and significant demand for improvements in infrastructure, are expected to result in an
important increase in capital expenditures in Brazil.
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Multinational companies seeking higher growth continue to expand in Brazil, including through
acquisitions, while at the same time numerous Brazilian companies have become multinational enterprises
that are actively pursuing international acquisitions. A greater percentage of the Brazilian population is
entering into higher income classes and becoming potential consumers of asset and wealth management
products. Also, the middle market and low income consumer base is expected to continue to grow
substantially as Brazil’s GDP continues to grow.

We intend to continue to take advantage of the favorable Brazilian market conditions by using our
expertise and ability to consolidate and expand our franchises and leverage our reputation among our
current and prospective Brazilian and international clients interested in Brazil-related opportunities by,
among other things:

e continuing to actively market our equity and debt capital markets services to Brazilian issuers,
with a view toward maintaining and expanding our position as the leading Brazilian
underwriter;

e seeking to expand our M&A advisory business, both for Brazilian companies seeking to
acquire businesses in Brazil or abroad, and foreign companies seeking to acquire Brazilian
businesses and assets;

e continuing to be the leading independent Brazilian asset manager and a leading independent
wealth manager and expanding our efforts to market these products;

e seeking to continuously develop new and sophisticated FICC products for our corporate
clients to meet their needs as they grow both in Brazil and internationally;

e taking advantage of private sector and pre-IPO investment opportunities sourced through our
extensive Brazilian network;

e continuing to develop the business conducted in our regional Brazilian offices outside of Sdo
Paulo and Rio de Janeiro; and

e expanding our credit products and derivatives portfolio, leveraging Banco PanAmericano’s
independent commercial and consumer banking platform and taking advantage of expected
growth in the Brazilian middle market and middle income consumer base.

Maintain Our Distinctive Culture

In contrast to other investment banking and asset management firms in Brazil and worldwide that
have sold equity to the general market in the past, we have implemented several concrete steps to maintain
our partnership model following our initial public offering completed in April 2012. Currently, the Partners
own approximately 75.21% of our total equity, and 71.91% of our equity is Partnership Equity that is
owned by our Partners as part of our partnership. Our partnership has the right, at any time and for any
reason, to require any Partner to sell all or a portion of his Partnership Equity at its then current book value
rather than at the value at which such equity is then trading in the market or the fair market value of such
equity. Such Partnership Equity may then be resold to other persons (either existing Partners or new
executives) at book value. Such right will continue with respect to all of the Partnership Equity for the
foreseeable future, and thus, we expect that such shares will never be eligible for sale into the market or to
third parties, except for certain limited exceptions. Accordingly, none of our Partners sold any units or
underlying securities in our initial public offering or are expected to sell such securities for the foreseeable
future (i.e., we expect that the Partnership Equity will never be eligible for sale into the market or to third
parties, except for certain limited exceptions such as in connection with a sale of the entire BTG Pactual
Group). These mechanisms result in a substantial amount of the economic burden of incentivizing our most
important executives to fall on our existing Partners, rather than Banco BTG Pactual or the persons who
purchased units in our initial public offering or in the open market following our initial public offering.
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We believe the mechanisms described above create an unprecedented alignment of interests
between our Partners, who currently own 75.21% of our equity, and our public shareholders, and
minimized the changes to our culture following our initial public offering allowing us to continue our
efforts to maximize value for our shareholders while simultaneously managing risk in a proactive manner.
See “Our Partnership.”

Take Advantage of Attractive Growth Opportunities through Strategic Acquisitions

We intend to expand through selective acquisitions. We expect to focus on acquisitions that are
complementary to our existing businesses, and that offer opportunities for growth and earnings accretion
within our existing businesses. We may also seek to expand our investment banking and asset management
activities to other Latin American and emerging markets. We believe that our recent initial public offering
will enhance our capability and flexibility to execute strategic acquisitions by strengthening our balance
sheet and allowing us to use our publicly traded securities as acquisition currency. See
“Business—Significant Recent Developments.” We believe that our recent acquisitions of Celfin and Bolsa
y Renta, as well as our 2010 acquisition of Companhia Operadora do Mercado Energético, or Coomex, an
energy sales company, and our May 2011 acquisition of a co-controlling stake in Banco PanAmericano, are
perfect examples of the type of acquisition we expect to pursue.

Expand Our International Operations

Our presence in important financial markets such as Sdo Paulo, New York, London and Hong
Kong enables us to better explore business opportunities arising in different regions and demonstrates our
intention to continuously seek diversification. We believe there are attractive opportunities for selective
continued expansion outside Brazil and intend to pursue these opportunities. We believe, for example, that
our strong reputation and global presence will allow us to (i) expand our marketing of Brazilian and
emerging markets asset management products to a global customer base, (ii) expand our investment
banking business to other Latin American countries, (iii) attract additional talent and teams with experience
in markets and products outside of Brazil where we currently do not have significant expertise, and (iv)
expand the business that we conduct internationally with Latin American companies that are expanding
globally.

Celfin is a leading broker dealer in Chile, a country with robust capital markets, that is a net
exporter of capital. Similarly, Bolsa y Renta is one of the leading broker dealers by volume of equity
transactions in Colombia, with a portfolio of US$3.4 billion in wealth under management and US$721.2
million in asset under management as of December 31, 2012. We believe that we can distribute many of
our Brazilian and international asset management, wealth management and corporate finance products to
the respective existing client bases of Celfin and Bolsa y Renta, who are seeking additional investment
options, and that our extensive experience in mergers and acquisitions and corporate finance transactions
will enhance their product offerings in these areas, permitting us to enhance the revenues that Celfin and
Bolsa y Renta can generate from their respective impressive bases of leading Chilean and Colombian
corporate clients.

We also see Colombia (where Bolsa y Renta is based and Celfin more recently commenced
operations) and Peru (where Celfin has operations) as key to our efforts to achieve substantial additional
geographic diversification. These countries, like Brazil a decade ago, have incipient capital markets, an
expanding consumer class and numerous companies seeking capital for growth. We were among a small
handful of financial institutions that led the efforts to develop and deepen Brazil’s debt, equity and mergers
and acquisitions markets during the last decade, and believe that we can replicate our Brazilian success in
Colombia and Peru to achieve significant market share in these markets, which we expect will grow
substantially in the coming years. We also believe that many Brazilian, Chilean, Colombian and Peruvian
companies will seek to expand throughout Latin America, and that our local presence in each of these key
Latin American markets makes us uniquely positioned to provide financial services to these companies. In
addition, we have also entered into a strategic cooperation agreement with VTB Capital, a leading
investment bank in Russia, to explore opportunities between Russia and Latin America.

138



Selectively Expand Our Portfolio of Credit Products and Derivatives

To support future growth and the corresponding new significant investment needs, Brazil will
need to increase the availability of credit. The recent wave of equity offerings by Brazilian companies has
greatly increased the number of potential Brazilian corporate borrowers with transparent financial
disclosure and enhanced levels of corporate governance. Simultaneously, many other Brazilian companies
have expanded their operations in recent years and are increasing their transparency in anticipation of a
potential public offering. These two groups of companies are likely to need additional debt capital for
growth and active management of their capital structure, and accordingly are attractive customers for our
credit products.

In addition, as a result of the completion of our initial public offering, we believe that our funding
costs will continue to decline and we will have a greater variety of financing options available. We believe
these cheaper and more diversified sources of funding will facilitate our efforts to selectively expand our
credit products (including derivatives, securitizations, structured credits and pre-IPO financings) on a
profitable and prudent basis.

We plan to expand our offering of credit products and derivatives to our current and prospective
clients, including through our commercial banking platform. We expect to primarily exploit credit
opportunities that are linked to our other core business units — in particular investment banking — and also
those that involve structured products and derivatives. We intend to continue to analyze credit opportunities
closely, performing rigorous analyses of prospective borrowers’ businesses and existing and prospective
financial condition and results, in order to select opportunities which will satisfy our stringent standards for
achieving high returns within acceptable risk parameters. We consider Banco PanAmericano’s origination
platform another step in implementing these strategies, as such platform originates consumer finance and
middle market assets on a primary basis that are complementary to the credit that we originate through our
own platform.

Continue to Develop Our Merchant Banking and Private Equity Businesses

We believe that our ability to provide permanent capital to our clients is an important competitive
advantage. Accordingly, the BTG Pactual Group intends to continue to develop its merchant banking and
private equity businesses, primarily with respect to investments in Brazil. We believe that the BTG Pactual
Group’s network of contacts and significant deal flow grants us access to numerous attractive investment
opportunities that may not be available to our competitors, and that as a result we will be able to attract
third party investors to private equity and similar funds for which we will act as the investment manager
and generate management and performance fees for our asset management unit. We also expect BTGI to
serve as the anchor investor and have a meaningful equity ownership in certain of such entities and funds in
connection with the merchant banking activities of the BTG Pactual Group and accordingly generate
revenue for the principal investments unit. For example, in June 2011, we closed our new private equity
fund of approximately US$1.5 billion, US$490 million of which came from BTGI. We intend to raise such
funds and pursue investment opportunities (i) using the capital of such funds, (ii) through co-investments
with other financial investors or (iii) using solely the BTG Pactual Group’s own capital. We believe the
continued development of these businesses will also contribute to our other business units through cross-
selling opportunities.
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Subsidiaries

As of the date of this Offering Memorandum, our principal subsidiaries are the following:

Direct subsidiaries

BTG Pactual Asset Management S.A.
Distribuidora de Titulos e Valores Mobiliarios
BTG Pactual Corretora de Titulos e Valores
Mobilidrios S.A.

BTG Pactual Servigos Financeiros S.A.
Distribuidora de Titulos e Valores Mobiliarios
BTG Pactual Corretora de Mercadorias Ltda.

BTG Pactual Securitizadora S.A.

BTG Pactual Comercializadora de Energia Ltda.

BTG Pactual Holding International S.A.
BTG Pactual Overseas Corporation

Vivere Solucdes e Servigos S.A.

Global Ltd.

BW Properties S.A.

G.U.ASPESA

BTG Pactual Holding de Seguros Ltda.

BTG Pactual Chile SPA

Bolsa y Renta S.A.

Celfin International Ltd.

Banco Panamericano S.A.

Warehouse 1 Empreendimentos Imobs S.A.
Max Casa XIX Empreendimentos Imobs S.A.
ACS Omicron Empreendimentos Imobs S.A.
BR Properties S.A.

Indirect subsidiaries

BTG Pactual Gestora de Investimentos
Alternativos Ltda.
BTG Pactual WM Gestao de Recursos Ltda.

BTG Pactual Gestora de Recursos Ltda.

BTG Pactual Corporate Services Ltda.
BTG Pactual Servigos Energéticos Ltda.
BTG Pactual NY Corporation

BTG Pactual Global Asset Management
Limited

BTG Pactual Europe LLP

BTG Pactual Asset Management US, LLC
BTG Pactual US Capital, LLC

BTG Pactual Asia Limited

BTG Global Asset Management (UK) Limited
BTG Pactual SEG Holding S.A.

BTG Pactual RE Holding S.A.

Celfin Capital S.A.

Celfin Capital S.A. Corredores de Bolsa
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Share (%)
in total capital Activity Jurisdiction
99.99 Asset Management Services .
Brazil
99.99 Equities Broker Dealer Brazil
99.99 Fund Administration Services .
Brazil
99.99 Currencies/ Commodities Brazil
Broker dealer razt
99.99 Real Estate Securitization Brazil
99.99 Electrical Energy Trading Brazil
99.99 Holding Company Brazil
100.00 Holding Company Cayman
30.00 IT / Mortgages Brazil
100.00 Holding Company Cayman
67.49 Real Estate Business Brazil
99.99 Dormant Company Brazil
99.99 Holding Company Brazil
100.00 Holding Company Chile
99.99 Broker Dealer Colombia
100.00 Holding Company Cayman
34.06 Commercial Banking Brazil
35.00 Real Estate Brazil
50.00 Real Estate Brazil
44.74 Real Estate Brazil
25.03 Real Estate Brazil
99.98 Private Equity Asset Brazil
Management Services
99.99 Wealth Management Asset Brazil
Management Services
99.99 Private Equity Asset .
Management Services Brazil
99.99 Financial Services Advisory Brazil
100.00 Electrical Energy Trading Brazil
100.00 Holding Company USA
100.00 Asset Management Bermuda
100.00 Asset Management England
100.00 Asset Management USA
100.00 Brokerage ar}d Clearing USA
Services
100.00 Asset Management Hong Kong
100.00 Holding Company England
100.00 Holding Company Brazil
100.00 Holding Company Brazil
100.00 Holding Company Chile
100.00 Broker Dealer Chile



Share (%)

in total capital Activity Jurisdiction

Celfin Capital Administradora de Fondos de 100.00 Asset Management .
Capital Extranjero S.A Chile
Celfin Capital S.A. Administradora General de 100.00 Asset Management .

Chile
Fondos
Celfin Capital S.A. Sociedad Agente de Bolsa 100.00 Broker Dealer P

eru

Celfin Capital S.A. Sociedad Administradora 100.00 Asset Management
de Fondos Inversion Peru
Celfin Capital S.A. Sociedad Comissionista de 100.00 Broker Dealer .
Bolsa Colombia
Laurel Sociedad Gestora Profissional S.A. 100.00 Asset Management Colombia

Business Units

Information about our business units should be read in conjunction with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and our financial statements
and related notes thereto included elsewhere in this Offering Memorandum.

Investment Banking

We are among the leading providers of investment banking services in Brazil. We provide a wide
range of investment banking services, such as acting as underwriters or placement agents in capital raising
transactions in the public and private debt and equity markets, providing finance advisory services, and
sophisticated financial and structured products and services for corporations, financial institutions,
investment funds, governments and individuals. Although these services are primarily rendered to clients
based in Brazil, we also serve non-Brazilian clients, including entities and individuals seeking to engage in
M&A and other transactions in Brazil or involving Brazilian securities or other Brazilian financial
instruments, including services to non-Brazilian clients seeking to list their securities on BM&FBOVESPA.
We have also begun to provide such services to clients in Chile, Peru and Colombia, and expect such
activity to increase given Banco BTG Pactual’s recent acquisitions of Celfin and Bolsa y Renta.

Our investment banking activities are divided into two categories:

e Capital Markets, which includes acting as underwriters, placement agents or advisors in
public offerings and private placements of equity and debt securities; and

e M&A and Advisory, which includes advisory assignments with respect to mergers and
acquisitions, divestitures, restructurings, spin-offs, reorganizations and other significant
corporate transactions.

We believe that we provide our clients with high quality and straightforward advice and effective
transaction execution, which has developed and fostered long-term relationships with our clients and has
provided us with a strong competitive advantage both in Brazil and throughout Latin America, ahead of
retail banks in Brazil with larger capital bases or foreign banks lacking scale and penetration in the
Brazilian market.

For the year ended December 31, 2012, our revenues from our investment banking business unit,
as reflected in our unaudited adjusted income statement, were R$448.0 million, representing 8.0% of our
total revenues.

Organization

Our investment banking unit has continuously adapted its organizational structure to meet
changing market dynamics and our clients’ needs. Our current structure, which is organized along
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execution and industry groups, seeks to combine our client-focused investment bankers with execution and
industry expertise.

We believe having a group of professionals who focus on developing and maintaining strong
client relationships (coverage bankers) is an important competitive advantage in our marketing effort.
These professionals work with senior executives of our clients to identify areas where we can provide
capital raising, financial advisory or other financial products and services. Our coverage bankers are
organized by industry specific groups, which include Agribusiness, Basic Materials, Energy and Power,
Financi