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Our Thoughts On Potential Implications From Trump's Tariffs

Limited Direct Impacts Overall; Global Demand Growth Implications as Our Main Concern

Given the global profile of our coverage, we are sharing our thoughts on = LucasLaghi
Metals & Mining, Pulp & Paper and

potential implications from Trump's “reciprocal tariffs”. Overall, we note that = Capital Goods
. . . . . . lucas.laghi@xpi.com.br
although direct impacts might seem limited at first glance (especially as the
10% baseline tariff for Brazil might be seen as better-than-anticipated), the  Guilherme Nippes
indirect implications of a potential global deceleration is what most concerns ~~ V¢t2/s & Minino and Pulp & Paper
] ) guilherme.nippes@xpi.com.br
us. In that regard, we believe that (i) the eventual rearrangement of trade flows,
(ii) distinct supply x demand dynamics at each industry and (jii) the power to ~ Fernanda Urbano
5 g 8 o . ) ) Capital Goods
pass-though inflation (i.e.: tariffs) throughout each company’s and products fernanda.urbano@xpi.com br
value chain are fundamental to better assess the risks for each company.

The announcement of Trump's reciprocal tariffs’ has driven instability to international trade worldwide, adding to the
uncertain scenario for major economies, commodities and stock markets. Although Brazil's 10% baseline tariff may
have been a positive surprise (lighter relative to the rest of the world), our macro team highlights that globally the
impact may prove more significant than originally expected, seeing an increased risk of U.S. recession and an
increased probability of stronger LatAm currencies ahead. Market-wise, our strategy team has a negative overall
read-through, with (-) the 10% baseline tariff for all Brazil imports potentially affecting key exports to the U.S,,
although (+) potentially supporting a continued capital outflow from the U.S..

What caught our attention. (i) Although direct impacts for WEG seem limited, with the exemption of USMCA as a
silver lining for its Mexican production footprint, our concern relies on the potential impacts of a global growth
deceleration on its more cyclical portfolio (commodity-exposed), with T&D as “hedged”’, for now. (ii) On the other
hand, though direct impacts for Embraer seem higher given its relevant U.S. top-line exposure, we see its quasi-
monopolistic positioning on U.S. regional jets’ market as a mitigating factor — potentially higher costs given its exec.
jets footprint in the U.S. and travel flow deceleration remain as concerns, however. (iii) While pulp flows should not
significantly change, Suzano's weaker relative stock performance appears to be more than pricing-in a potential
outcome of a weaker BRL and/or higher a risk perception. (iv) Negative implications for Chinese indirect steel
exports implying downside risks for iron ore prices (naturally negative for Vale/CMIN). (v) No incremental tariffs for
steel/aluminum (already subject to a 25% tariff), with U.S. steelmakers’ stocks significantly underperforming Gerdau
(capital outflows from the U.S. possibly mitigating steel demand concerns in the U.S)). (vi) Gold as a safe-haven
against inflationary pressures, with Aura as potentially benefitted if gold prices remain at higher levels for longer.
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Stocks, Commodities and Main Indexes Performances After the Announcement
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Capital Goods
WEG

WEG. Tariff-wise, we see the outlook as better than anticipated for WEG, with the maintenance of Mexico's tariff
exemption due to the USMCA (for some products including electrical equipment and machinery) as a positive
surprise. Moreover, tariffs on Brazilian goods of 10% was lower than expected.

Direct impacts. We see a limited, but existent impact due to the 10% tariff imposed on Brazilian goods, with ~8% of
WEG's consolidated revenues composed of exports from Brazil to the U.S.. Including local production and imports,
we estimate that the U.S. represents ~25% of WEG's top-line, with a still uncertain scenario for what the impacts may

be across its supply chain (although partially mitigated by its verticalized business model).

Indirect impacts. Structurally, we see the potential
global activity slowdown as the main risk for WEG,

Figure 1: WEG Direct Tariff Impacts (RS million)
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Embraer

Embraer. North America represents ~60% of Embraer's revenues, representing 63% of sales in Commercial
Aviation (mainly composed of E1 aircraft produced in Brazil and exported to the U.S., which are comprehended in
the 10% tariff), and 82% of Executive Aviation’s sales (mainly on local footprint, as business jets are assembled in
Embraer’s facility in Florida).

Supply chain. Aerospace’s complex supply chain raises concerns regarding potential impacts on U.S. production,
including Embraer’'s executive division, aerospace parts manufacturers and competitors such as Airbus (which
has an assembly in Alabama). The tariff cascade through supply chain should impact the costs of critical
components (including electronics and engines), with aircraft prices potentially rising by over +10% , according to
Airways Magazine.

Figure 2: Embraer Revenue Breakdown per Region

Commercial demand. On the one hand, we see
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tariff risks, easing potential price pass-throughs. On 6,000

the other hand, we see as uncertain the extent of the

impact of an economic slowdown on commercial 4,000
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including major airlines shares (UA -16%, AA -14%). Commercial  Defense  Executive  Services
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Auto Parts

Finally, we see the confirmation of a 25% tariff import for imported vehicles as well as imported auto parts as
negative, but partially expected, raising demand concerns for Global Auto Parts manufacturer's products,
including lochpe-Maxion and Tupy (as both companies partly rely on manufacturing sites in Mexico to
supply U.S. demand, with Tupy also exporting from Brazil). We note (i) North America representing ~30% of
lochpe’s revenues in 2024 (with its Mexican facilities as a relevant part of the supply), and (i) North America
representing ~41% of Tupy's revenues in 2024, of which we understand most are composed of exports
from Brazil and Mexico to the U.S. — in the last earnings call, Tupy confirmed that its contracts with clients
have protective mechanisms which automatically pass-through cost increases to clients. Our concerns,
however, rely especially on the demand-side of the equation following the potential price increases, as
inflationary pressures on the automotive market in the U.S. could either have a negative impact on overall
volumes or pressure the whole supply chain by distributing the incremental costs of the tariffs.

PUIp & Paper Figure 3: Prices Comparison (Oct'24=100)
We expect pulp exports from Brazil to the U.S. to be —" BHKP China SUZB ===SUZB (BRL)
subject to 10% charges, with a total volume of 115
~2.8Mt of hardwood exported in 2024 to the U.S. 110
(representing ~15% of total export volumes). 105
However, we do not anticipate significant changes 100
in volumes due to low hardwood production in the 95
U.S., which relies on countries like Brazil to supply 90
the hardwood natural requirements for its paper 35
industry. Finally, with the exemption under USMCA, I3 I I I L L8888
we do not expect significant changes to Canada’s 5 3 3 8 8 5 5 8 2 & &
softwood flow to the U.S. (with potential closures of ©CZ2za0a68 550 =2
higher-cost  facilities speculated before the
announcement). Figure 4: SUZB3 on FX and Brazil's Risk Free (%)
Suzano. Although we see limited direct impacts for TP Risk Free Brazil (%)

the company given its lower relative exposure to the 55% 6.0% 6.5% 7.0% 7.5% 8.0% 8.5%
U.S., we see most market concerns surrounding the
implications of a potentially appreciated BRL and
increased overall risk perception. That said, Suzano
has not only underperformed what FX and pulp
prices would have suggested but also seems to
already price-in @ more pessimistic scenario
regarding BRL/risk-free.

Figure 5: Brazil's Pulp Exports (million tons)
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Metals & Mining

Steel & Aluminum

Steel & aluminum will be exempt from the newly imposed “reciprocal tariffs”, as they already currently face a 25%
import tariff (announced earlier this year). Brazil is a significant exporter of semi-finished products to the U.S,
with ArcelorMittal and Ternium being the most directly affected companies.

For Gerdau, given its exposure to the U.S. steel market (~50% of the company’s EBITDA comes from its North
America division), we believe that the company could benefit from an improved domestic environment,
particularly with the reduction of steel imports and rising prices. However, the risks associated with a potential
deceleration of the U.S. economy could pose a threat to this scenario.

In that regard, when analyzing the U.S. steelmakers  Figure 6: Gerdau’s Performance vs. U.S. Peers (%)
performance since Oct'24, we note that: (i) Gerdau
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Regarding iron ore, we believe that higher relative tariffs for China and Asian countries could elevate the risks
associated with overall export trends in China. That said, we expect eventual impacts for direct (limited) and
indirect (more importantly) steel exports from China, potentially implying marginally lower steel production (most
of which comprised of BFs). Therefore, we see potentially negative implications for Vale and CMIN.

Gold

Gold is often considered a hedge against inflation, as its limited supply helps it to maintain its purchasing power
over time. Considering the natural inflationary implications of the “reciprocal tariffs” and the continued escalation
of geopolitical uncertainties, we continue to expect gold prices to remain at higher levels.

Figure 7: Historical Gold Prices’ Performance (USS/0z) ‘Figure 8: Auravs. Gold Prices (Dec'23 = 100)
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Disclaimer

1) This report was prepared by XP Investimentos CCTVM S.A. ("XP Investimentos or XP") according to the requirements provided in CVM Resolution
20/2021 and aims to provide information that can help the investors make their own investment decisions, and does not constitute any kind of offer or
purchase request and/or sale of any product. The information contained in this report is considered valid on the date of disclosure and has been
obtained from public sources. XP Investimentos is not liable for any decisions made by the customer based on this report.

2) This report was prepared considering the product risk classification in order to generate allocation results for each inve stor profile.

3) All of the views expressed in this research report accurately reflect the research analyst's personal views regarding any and all of the subject
securities or issuers. No part of analyst(s) compensation was, is or will be, directly or indirectly related to the specific recommendations or views
expressed in this research report.

4) The signatory of this report declare that the recommendations reflect solely and exclusively their personal analyses and opinions, which have been
produced independently, including in relation to XP Investimentos and which are subject to modifications without notice due to changes in market
conditions, and that their remuneration are indirectly affected by revenue from business and financial transactions carried out by XP Investimentos.

5) The analyst responsible for the content of this report and the compliance with CVM Resolution 20/2021 is indicated above, and, in the event of an
indication of another analyst in the report, the person responsible will be the first accredited analyst to be mentioned in Report.

6) XP Investimentos’ analysts are obligated to comply with all the rules laid down in the APIMEC's conduct code for the securities analyst and XP
Investimentos’ analyst of securities conduct policy.

7) Customer service is carried out by XP Investimentos employees or by autonomous investment agents who perform their activities through XP, in
accordance with CVM Resolution 16/2021, which are registered in the national association of brokers and distributors of securities ("ANCORD”). The
autonomous agent of investment may not provide consulting, administration or management of customer net worth, and must act as an intermediary
and request prior authorization from the client for the realization of any operation in the capital market.

8) The products presented in this report may not be suitable for all types of customer. Before making any decisions, customers should ensure that the
products presented are suitable for their investor profile. This material does not suggest any change of portfolio, but only guidance on products suitable
to a certain investor profile.

9) The profitability of financial products may present variations and their price or value may increase or decrease in a short period of time. Past
performance is not necessarily indicative of future results. Performance disclosed is not net of any applicable taxes. The information presentin this
material is based on simulations and the actual results may be significantly different.

10) This report is intended exclusively for to the XP Investimentos’ network, including independent XP agents and XP customers, and may also be
released on XP’s website. It is prohibited to reproduce or redistribute this report to any person, in whole or in part, whatever the purpose, without the
prior express consent of XP Investimentos.

11) XP Investimentos’ ombudsman has the mission to serve as a contact channel whenever customers who do not feel satisfied with the solutions
given by the company to their problems. The contact can be made via telephone 0800 722 3710 if you are in Brazil or via ombudsman form if you are in
other localities: ttps://institucional.xpi.com.br/ouvidoria.aspx/.

12) The cost of the transactions billing policies are defined in the operational cost tables which are made available on XP Investimentos website:
www.xpi.com.br.

13) XP Investimentos is exempt from any liability for any damages, direct or indirect, that come from the use of this report or its contents.

14) Technical analysis and fundamental analysis follow different methodologies. Technical analysis is performed following concepts such as trends,
support, resistance, candles, volume, and moving averages, amongst others. Fundamental analysis uses as information the results disseminated by
the issuing companies and their projections. In this way, the opinions of fundamental analysts, who seek the best returns given the market conditions,
the macroeconomic scenario and the specific events of the company and the sector, may differ from the opinions of technical analysts, which aim to
Identify the most likely movements on asset prices, using "stops" limit possible losses.

15) Investment in stocks is appropriate for moderate and aggressive profile investors, according to the suitability policy practiced by XP Investimentos.
Equity investments available are portion a company’s capital that is traded on the market. Stock is a variable financial inve stment (i.e. an investment in
which profitability is not pre-established and varies depending on market quotations). Investment in stock is a high-risk investment and past
performance is not necessarily indicative of future results and no statement or warranty, expressed or implied, is made in this material in relation to
future performance. Market conditions, macroeconomic scenario, company and sector specific events can affect investment performance and may
even result in significant asset losses. The recommended duration for equity investments is medium-long term. There is no guarantee of investment
return for customers’ investments in stock.

16) Investment in options is preferably indicated for aggressive profile investors, according to the suitability policy practiced by XP Investimentos. In
options market, the purchase or sale rights of a good shall be negotiated at a price fixed at a future date, and the purchaser of the negotiated duty
should pay a premium to the seller as in a secure agreement. Operations with these derivatives are considered very high risk for presenting high risk
and return relationships and some positions present the possibility of losses higher than the capital invested. The recommended duration for the
investment is short-term and the customer's assets are not guaranteed in this type of product.

17) Investment in terms is indicated for aggressive profile investors, according to the suitability policy practiced by XP Investimentos. They are
contracts for the purchase or sale of a certain number of shares at a fixed price for settlement within a specified period. The term of the contract is
freely chosen by the investors, complying with the minimum period of 16 days and a maximum of 999 days. The price will be the value of the added
share of a portion corresponding to the interest-which are set freely on the market, depending on the term of the contract. Every transaction in the term
requires a guarantee deposit. These guarantees are provided in two forms: coverage or margin.

18) Investments in futures markets are subject to significant loss of principal, and are therefore appropriate for aggressive profile investors, according
to the suitability policies practiced by XP Investimentos. A commodity is an object or price determinant of a future contract or other derivative
instrument, which may substantiate an index, a fee, a movable value or a physical product. Commodities are considered high risk investments, which
include the possibility of price fluctuation due to the use of financial leverage. The recommended duration for commodity investments is short-term
and customers’ assets are not guaranteed in this type of product. Market conditions and the macroeconomic scenario can affect the performance
investments.

19) This institution is adhering ANBIMA Code of Regulation and best practices for the distribution activity of retail investment products.

20) XP Investments US, LLC, a broker-dealer registered with the U.S. Securities and Exchange Commission, has assumed responsibility for this
research for purposes of U.S. law. All transactions arising from this research should be directed to XP Investments US, LLC, at+1 646-664-0525
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