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Strategy: We are neutral on MSCI Brazil and Ibovespa, following
the close-to-doubling in both indexes since end-March 2020
lows. We see them now trading close to fair value. Based on
our fundamental economic growth, earnings growth and long-
term rate expectations, as well as perceived higher political
risks, we see limited upside for Ibovespa in the near term.
However, a faster-than-expected vaccine rollout, a more stable
political environment, an improved outlook for reforms and fiscal
consolidation, and strong equity retail inflows driven by low
interest rates could provide support for local equities and the
Brazilian real.

Sector positioning: We favor a mix of highly discounted
cyclicals set to benefit from the reopening of the economy
(retail banks, materials, energy, infrastructure, apparel retailer)
and cheap defensives (insurance, healthcare). We like financials,
energy, materials, and transportation and select consumer
discretionary.

Recent changes: We have removed food retailer GPA following
its recent strong performance and added exposure to quality
apparel retailer Lojas Renner, which should benefit from the
reopening of Brazil's economy.

Our view
Brazil underperformed its emerging market (EM) peers by 38% in
2020 and continues to lag by close to 15% year-to-date. The BRL's
weakness (–25% versus the USD) explains about half of the under-
performance, reflecting the still uncertain fiscal situation in the coun-
try while the Ibovespa Index has underperformed MSCI EM by 25%
over the past 12 months. E-commerce-exposed consumer discre-
tionary, healthcare and exporters (mostly materials and industrials)
have benefited from a weaker BRL, and outperformed MSCI Brazil,
we see scope for value cyclical sectors that have lagged (financials,
energy, industrials, some consumer discretionary) to outperform as
the global economic recovery continues.

Limited valuation upside: We believe valuation, at 10.5x 12-month
forward P/E and 2.3x P/B (versus historical average of 1.6x), remains
vulnerable to political risks and high earnings expectations. We see
a balanced risk-reward in our bull, base, and bear target values of
130,000, 120,000, and 100,000 for the Ibovespa index.

Positioning: We believe cyclicals with strong balance sheets will
outperform the broader Bovespa Index. We have close to 70% of
our exposure to names in this category; these stocks are trading at
material discounts to historical valuations and appear set to benefit
from the global economic recovery and higher energy and commod-
ity prices (energy, materials) and a domestic economic rebound once
the country exits from lockdown (financials, consumer discretionary,
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transportation). We also continue to like cheap domestic defensives,
which represent about 30% of our selection (insurance, healthcare).
They have been resilient throughout the coronavirus outbreak.

Risks to our views include include negative political developments
leading to disappointment in the pace or implementation of struc-
tural reforms in Brazil, adverse pandemic dynamics and delays in vac-
cines rollouts, and increased US-China tensions, which would add
downside pressure on the global economic recovery and commodity
prices (iron ore, oil, agriculture).
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Recent CIO selection changes

Company / Trade Date Old New Comment

Cia Brasileira N

24 February 2021, 06:15AM

Most Preferred Removed We are taking profit in CBD following its strong performance as we see limited upside
to valuation from current levels.

Lojas Renner

24 February 2021, 06:03AM

Most Preferred Lojas Renner is a leading apparel retailer and a structural compounder with potential
in the e-commerce and fintech sectors. The stock is trading about 40% below its pre-
COVID-19 highs. We see recent weakness as an opportunity to add a quality company
with material upside to the reopening of the economy in Brazil.

Hypera SA

27 October 2020, 11:21AM

Most Preferred Hypera is one of the largest and most efficient players in the Brazilian pharmaceutical
segment, and in our view one of the best ways to gain exposure to the Latam pharma
market given its superior growth and profitability versus regional peers. Based on 12-
month forward P/E, it is trading at the low-end of its historical range and also relative
to international peers. It has material scope for re-rating in our view.

BB Seguridade

23 July 2020, 08:26AM

Most Preferred BB Seguridade is a leading insurance and brokerage company in Brazil offering an
attractive return profile and trading at an unjustified discount to emerging market
peers.

Cia. de Concessões Rodoviarias -
CCR

23 July 2020, 08:26AM

Most Preferred CCR is a leading highway concession operator with one of the cheapest valuations
following the negative impact from the COVID-19 disruption. It should benefit from
the new infrastructure investment cycle in Brazil and a pickup in transportation
volumes in our view.

Telefonica Brasil

14 July 2020, 07:04AM

Most Preferred Removed UBS Research has dropped coverage of the stock. We remove it from the Equity
Preference List pending possible reconsideration in the future.

Linx NM

14 July 2020, 07:04AM

Most Preferred Removed UBS Research has dropped coverage of the stock. We remove it from the Equity
Preference List pending possible reconsideration in the future.

Linx NM

10 June 2020, 11:25AM

Most Preferred Linx is a leader in ERP software and has one of the cheapest valuations following the
negative impact from the COVID-19 disruption, which led to temporary retail store
closures. It should benefit from the nationwide reopening of retail stores in Brazil.
Also, it is exposed to e-commerce.

Telefonica Brasil

10 June 2020, 07:16AM

Most Preferred Telco operators in general should outperform other sectors amid uncertainty over the
shape of the economic recovery in Brazil. We like its defensive nature given its leading
market share in fixed line and postpaid, its resilient business model, consistent cash
flow generation and low leverage. The stock provides income protection in case of
a market correction. It has underperformed the Ibovespa by 38% over the past five
years.

Rumo

10 June 2020, 07:16AM

Most Preferred Removed We remove Rumo to take profit following its 20% outperformance versus the
Ibovespa index. We see better opportunities elsewhere and would re-enter at a more
attractive level.

PagSeguro-A Rg

10 June 2020, 07:16AM

Most Preferred Removed We remove Pag Seguro to take profit following its 27% outperformance versus the
Ibovespa index. We see better opportunities elsewhere and would re-enter at a more
attractive level.

Banco Bradesco SA

12 February 2020, 00:00AM

Most Preferred Bradesco is a main beneficiary of the positive credit cycle driven by faster economic
growth, low interest rates, and market share gains from public banks. It enjoys strong
loan and earnings growth driven by its exposure to consumers and SMEs. It has the
cheapest valuation at a 15% discount relative to Brazil private bank peers.

Petrobras (ON)

12 February 2020, 00:00AM

Most Preferred Petrobras is a high-beta stock. It should benefit from current deregulation and
privatization. Upcoming potential catalysts include divestments, confirmation of an
independent fuel price policy, higher oil prices (we forecast USD 50–60/bbl by March
through September 2021), and a stronger Brazilian real (we estimate USDBRL 5 by
March 2021).

PagSeguro-A Rg

12 February 2020, 00:00AM

Most Preferred PagSeguro is a Brazilian fintech payments company with exposure to two attractive
long-term trends: electronic payments and e-commerce. It has more attractive
growth, market positioning, and valuation than its peers.

Rumo

12 February 2020, 00:00AM

Most Preferred Rumo operates the most competitive railway route for grain exports from Mato
Grosso. It has a solid investment plan for capacity expansion and cost reduction and
should continue to gain market share. Profitability is expected to grow at a double-
digit annual rate over the next three years.
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Share 52 Week P/E Div Yield P/BV Div. Cover
Name Selection ISIN CCY

Price High Low 21E 22E 21E 22E 21E 21E

Banco Bradesco SA Most Preferred BRBBDCACNPR8 BRL 25.32 28.41 16.11 8.9 x 8.0 x 6.29% 6.98% 1.5 x 1.8 x

BB Seguridade Most Preferred BRBBSEACNOR5 BRL 24.04 30.76 22.38 11.1 x 9.9 x 7.02% 7.93% 6.9 x 1.3 x

Cia. de Concessões Rodoviarias -

CCR

Most Preferred BRCCROACNOR2 BRL 12.96 16.10 10.31 24.9 x 19.8 x 2.20% 3.49% 3.1 x 1.8 x

Hypera SA Most Preferred BRHYPEACNOR0 BRL 32.78 37.15 27.01 14.7 x 12.9 x 3.06% 3.65% 2.0 x 2.2 x

Lojas Renner Most Preferred BRLRENACNOR1 BRL 43.13 49.90 30.83 33.0 x 24.8 x 0.74% 1.72% 5.4 x 4.1 x

Petrobras (ON) Most Preferred BRPETRACNOR9 BRL 23.80 32.34 15.52 5.6 x 5.6 x 1.98% 7.68% 0.9 x 9.0 x

Vale ADR (ON) Most Preferred US91912E1055 USD 18.65 19.00 7.36 4.7 x 5.7 x 9.11% 8.48% 2.0 x 2.4 x

Based on consensus estimates provided by Factset as of April 7, 2021
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Name
.

Sector
Market

ISIN
Valor

Currency
Share Price

52w High
52w Low

Selection
Analyst

Banco Bradesco
SA

Financials
Brazil

BRBBDCACNPR8
654577

BRL
25.32

28.41
16.11

Most Preferred
corinne.de-
boursetty@ubs.com
UBS Switzerland AG

Company profile
Bradesco is among the largest Brazilian banks,
holding market share in assets in the low-teen
digits. The bank serves in Brazil and abroad to
individuals, companies and important national
and international societies and institutions. Also,
it has a widespread retail branch network in
Brazil and is involved in diversified financial
service activities, including commercial banking,
current account services, consumer lending,
credit cards, asset management, capital market
advisory and insurance, among others. Bradesco
is listed at level 1 Corporate Governance of
BM&F Ibovespa.

What drives our opinion
As a large-cap bank, we think Bradesco is well positioned to weather higher delinquency in
Brazil—GDP projected to shrink by 5.5% in 2020—as it has been de-risking its balance sheet
over the last three years. Its asset quality is better than peers, in our view, given its high pre-
provision profitability and smaller consumer exposure. It is trading at 1.3x P/B, below its 10-year
average of 2.0x. Over the medium term, we think it will benefit from: 1) near 10% loan growth
reacceleration as credit growth recovers thanks to low interest rates; 2) strong operating cost
control; 3) a loan mix shift to higher margin SMEs and consumers; and 4) controlled asset quality,
which leaves room for higher dividend payout. We expect it to deliver close to 20% earnings
growth in 2021 and 2022, with an ROE of over 15%. It currently boasts an attractive dividend
yield of 5.3%. Key risks include the economic recession and its impact on loan growth/NPLs,
higher taxes and competition, and a weaker BRL.

Why it is Most Preferred
Bradesco is a main beneficiary of the positive credit cycle driven by faster economic growth,
low interest rates, and market share gains from public banks. It enjoys strong loan and earnings
growth driven by its exposure to consumers and SMEs. It has the cheapest valuation at a 15%
discount relative to Brazil private bank peers.

BB Seguridade Financials
Brazil

BRBBSEACNOR5
21099696

BRL
24.04

30.76
22.38

Most Preferred
corinne.de-
boursetty@ubs.com
UBS Switzerland AG

Company profile
BB Seguridade is one of the largest insurance,
pension and premium bond companies in
Latin America and the largest insurance broker
in the region. It is controlled by Banco do
Brasil (66.25%). BBSE is a holding company.
Its insurance operations, pension plans, and
premium bonds are managed through joint
ventures controlled by private players, while
BBSE owns 100% of the broker. It has a
presence in various segments such as life, credit
life, rural, dental, pension and premium bonds.

What drives our opinion
We believe the weaker operational trends and lower interest rates are priced in. At 13x 2021 P/E,
BB Seguridade is cheap at about 30% discount to global peers and given a solid dividend yield of
6%, in our view. It is a defensive name that should benefit from 1) earnings growth accelerating
to 10–12% in the next two years via better brokerage fee momentum (brokerage business
is about 45% of 2019 earnings); 2) better strategy via the sole distribution of its insurance
products through Banco do Brasil branches following a restructuring; and 3) resumption in
pension contributions as the economy improves. Key risks include further macro deterioration,
a second wave of COVID-19, competition, and income tax increase.

Why it is Most Preferred
BB Seguridade is a leading insurance and brokerage company in Brazil offering an attractive
return profile and trading at an unjustified discount to emerging market peers.

Cia. de Concessões
Rodoviarias - CCR

Industrials
Brazil

BRCCROACNOR2
1359222

BRL
12.96

16.10
10.31

Most Preferred
corinne.de-
boursetty@ubs.com
UBS Switzerland AG

Company profile
CCR is the largest toll road concession
operator in Brazil. The company manages
eleven toll road concessions, four airports, and
three subway lines, among other infrastructure
assets. Its main shareholders are Soares Penido
(15%), Camargo Correa (14.9%) and Andrade
Gutierrez (14.9%).

What drives our opinion
CCR is a leading highway concession operator. We like its defensive business model, which
proved resilient during the crisis, and its strong market share, which positions it well for upcoming
auctions. We expect a positive outlook with close to 20% earnings growth in 2021 and 2022
driven by higher toll fees and an abundant pipeline of investment opportunities given Brazil’s
new infrastructure plans. Valuations are attractive at 3.5x P/B, well below peers’ and historical
averages. It has a strong balance sheet and attractive dividend yield of 5%. Catalysts include
future auctions in 3Q as well as transport data improvement. Key risks include regulatory changes
and virus-related setbacks.

Why it is Most Preferred
CCR is a leading highway concession operator with one of the cheapest valuations following the
negative impact from the COVID-19 disruption. It should benefit from the new infrastructure
investment cycle in Brazil and a pickup in transportation volumes in our view.



Brazil Equity preferences

Chief Investment Office GWM 8 April 2021       6

Name
.

Sector
Market

ISIN
Valor

Currency
Share Price

52w High
52w Low

Selection
Analyst

Hypera SA Healthcare
Brazil

BRHYPEACNOR0
3956645

BRL
32.78

37.15
27.01

Most Preferred
corinne.de-
boursetty@ubs.com
UBS Switzerland AG

Company profile
Hypera is the second-largest pharmaceutical
company in Brazil. The company's portfolio
is balanced between OTC/consumer health
(market leader), generics/branded generics
(second player) and branded prescription drugs.

What drives our opinion
Hypera should benefit from the reopening of the Brazilian’s economy with improvement in
consumer mobility leading to a gradual recovery in medical consultations and traffic in points
of sale. This should lead to topline growth acceleration. We expect continued operating cost
efficiencies to more than offset the temporary negative mix impact from faster growth in the
lower margin generics. Key drivers are market share recovery supported by an accelerated
pipeline of new branded product launches, inventory loss normalization driving higher gross
margins, lower FX pressure (one-third of COGS is in USD) and synergies from recent acquisitions.
The potential approval of the Takeda acquisition would be a positive catalyst . Risks include
regulation causing delays to product launches, the outcome of investigations, and changes to
tax benefits. Hypera has superior profitability and offers a solid 3.5% dividend yield on our 2021
estimates.

Why it is Most Preferred
Hypera is one of the largest and most efficient players in the Brazilian pharmaceutical segment,
and in our view one of the best ways to gain exposure to the Latam pharma market given
its superior growth and profitability versus regional peers. Based on 12-month forward P/E, it
is trading at the low-end of its historical range and also relative to international peers. It has
material scope for re-rating in our view.

Lojas Renner Consumer Discretionary
Brazil

BRLRENACNOR1
5346

BRL
43.13

49.90
30.83

Most Preferred
corinne.de-
boursetty@ubs.com
UBS Switzerland AG

Company profile
Lojas Renner operates 408 stores in Brazil:
284 Renner stores (department stores focusing
on fashionable apparel, footwear, accessories
and perfumes), 72 Camicado stores (houseware
products) and 52 Youcom stores (smaller,
specialized apparel stores focused on a younger
audience). Renner stores target primarily
women between 20 and 40 years old, with
middle to high-end income levels. Lojas Renner's
proprietary lifestyle concept allows the company
to sell its own private label brands. The company
also has a developed credit card operation.

What drives our opinion
Renner is a best-in-class apparel retailer in Brazil. We see potential for market share gains above
its current 8%, as it should play a leading role in consolidating this very fragmented industry. Its
resilient and compounding growth business model positions it well for top-line and profitability
recovery once the Brazilian economy reopens, in our view. We expect around 15% top-line
growth and retail EBITDA margin expanding from 16% this year to about 22%–23% in 2022E,
in line with pre-COVID-19 levels. E-commerce could grow to 20% of total group sales to leverage
the omnichannel retail integration, and we see scope to digitalize its financial services. Key
risks include increased competition from pure online players (which should be mitigated by
Renner’s private label products and integrated supply chains, which can't be easily replicated),
and renewed lockdowns delaying store reopening putting pressure on top-line and profits.

Why it is Most Preferred
Lojas Renner is a leading apparel retailer and a structural compounder with potential in the e-
commerce and fintech sectors. The stock is trading about 40% below its pre-COVID-19 highs.
We see recent weakness as an opportunity to add a quality company with material upside to
the reopening of the economy in Brazil.

Petrobras (ON) Energy
Brazil

BRPETRACNOR9
38740

BRL
23.80

32.34
15.52

Most Preferred
corinne.de-
boursetty@ubs.com
UBS Switzerland AG

Company profile
Controlled by the Brazilian federal government,
Petrobras is Brazil's national oil company. The
company has a dominant presence in the
Brazilian upstream and downstream segments,
being the largest oil producer in the country
and holding most of the refining capacity. Its
main assets and focus are its refineries in SP and
RJ and its pre-salt fields, such as BÃºzios, the
largest deep-water field in the world.

What drives our opinion
We see a positive risk-reward for Petrobras. The completion of the BNDES stake sale will increase
liquidity and potentially its weight in MSCI indexes. Key drivers are 1) attractive valuation versus
global peers and its own historical average, which could rerate to precrisis forward EV/EBITDA of
6–7x on lower risk perception; 2) solid volume growth of up to 10% annual production growth
expected in 2021; 3) upside to FCF generation on lower capex and higher refining margin;
4) deleveraging from current 2.5x to 1x net debt/EBITDA by end-2021 aided by USD 25bn in
potential divestments in refining assets, driving strong earnings growth (15–20%) over the next
three years; and 5) potential for higher dividend payout. Key risks include lower oil prices, higher
taxes, and regulatory changes.

Why it is Most Preferred
Petrobras is a high-beta stock. It should benefit from current deregulation and privatization.
Upcoming potential catalysts include divestments, confirmation of an independent fuel price
policy, higher oil prices (we forecast USD 50–60/bbl by March through September 2021), and a
stronger Brazilian real (we estimate USDBRL 5 by March 2021).
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Name
.

Sector
Market

ISIN
Valor

Currency
Share Price

52w High
52w Low

Selection
Analyst

Vale ADR (ON) Materials
Brazil

US91912E1055
10230933

USD
18.65

19.00
7.36

Most Preferred
corinne.de-
boursetty@ubs.com
UBS Switzerland AG

Company profile
Founded in 1942, Vale is the third largest
metals and mining company globally, which also
includes a position as the world's largest iron ore
producer and second largest nickel produce. The
company has a presence on all five continents
within mining, processing, distribution, and
transportation.

What drives our opinion
We see a positive risk-reward for Vale. It trades at 3.5x EV/EBITDA 2021e, versus international
peers’ average of 4.5x and a historical average of 6x. We think it should post strong free cash flow
generation, making sizeable dividends a possibility, especially considering that leverage continues
to trend down below to 1x net debt/EBITDA. We believe provisions made so far following the
dam collapse are sufficient to cover the reparations and indemnities; this should lead to a lower
cost of capital and a re-rating for the company. Key risks include lower iron prices and legal risks
from higher payments following the Brumadinho dam accident.

Why it is Most Preferred
Vale has one of the cheapest valuations among its peers and among the highest free cash flow
yields in the industry. It could resume its dividend payout in the next 12 months with 6% dividend
yield easily achievable in our view.
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Appendix

Contact
If you require information on UBS Chief Investment Office WM and its research products, please contact the mailbox ubs-cio-wm@ubs.com (please
note that e-mail communication is unsecured) or contact your client advisor for assistance.

Frequency of updates
Equity recommendation lists can be updated on a daily basis, and are refreshed at least every two weeks. Risk views on bond issuers and instruments
are affirmed sporadically and changed ad hoc, subject to market developments.

Producers, disseminators and their competent authorities

This publication has been produced and/or disseminated to you by the UBS Group entity you have a banking relationship with. The full name of
the producing and/or disseminating entity and its competent authority can be found below.

UBS Securities Japan Co., Ltd. is regulated by the Financial Services Agency (FSA). UBS AG Singapore Branch is regulated by the Monetary
Authority of Singapore (MAS). UBS AG Hong Kong Branch is regulated by the Securities and Futures Commission (Hong Kong) and the
Hong Kong Monetary Authority (HKMA). UBS AG Taipei Branch is authorized and regulated by the Financial Supervisory Commission (FSC) of
the Republic of China (Taiwan). UBS Securities India Private Ltd. is registered with and regulated by the Securities and Exchange Board of
India (SEBI). UBS Switzerland AG is regulated by the Swiss Financial Market Supervisory Authority (FINMA). UBS Europe SE, Germany, is duly
authorized by the European Central Bank (ECB), and supervised by the ECB, the German Central Bank (Deutsche Bundesbank) and the German
Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht). UBS Europe SE, Niederlassung Österreich
is subject to the joint supervision of the European Central Bank (ECB), the German Central Bank (Deutsche Bundesbank), the German Federal
Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Austrian Financial Market Authority
(Finanzmarktaufsicht, FMA). UBS Europe SE, Luxembourg Branch (UBS LUX) is a branch of UBS Europe SE, a credit institution constituted under
German law, duly authorized by the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht –
"BaFin") and subject to the joint prudential supervision of BaFin, the German Central Bank (Deutsche Bundesbank) and the European Central
Bank (ECB). UBS LUX is furthermore supervised by the Luxembourg prudential supervisory authority (Commission de Surveillance du Secteur
Financier), in its role as host member state authority. UBS Europe SE, Succursale Italia is subject to the joint supervision of the European Central
Bank (ECB), the German Central Bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für
Finanzdienstleistungsaufsicht), as well as of the Bank of Italy (Banca d’Italia) and the Italian Financial Markets Supervisory Authority (Commissione
Nazionale per le Società e la Borsa – CONSOB). UBS Europe SE, Sucursal en España is subject to the joint supervision of the European Central
Bank (ECB), the German Central Bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für
Finanzdienstleistungsaufsicht), as well as of the Spanish supervisory authority (Banco de España). Additionally it is authorized to provide investment
services on securities and financial instruments, regarding which it is supervised by the Comisión Nacional del Mercado de Valores as well. UBS
Europe SE, Denmark Branch, filial af UBS Europe SE is subject to the joint supervision of the European Central Bank (ECB), the German Central
Bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht), as
well as of the Danish Financial Supervisory Authority (Finanstilsynet). UBS Europe SE, Sweden Bankfilial is subject to the joint supervision of
the European Central Bank (ECB), the German Central bank (Deutsche Bundesbank), the German Federal Financial Services Supervisory Authority
(Bundesanstalt für Finanzdienstleistungsaufsicht), as well as of the Swedish supervisory authority (Finansinspektionen). UBS (France) S.A. is
regulated by French banking and financial authorities as the "Autorité de contrôle prudentiel et de résolution". UBS AG London Branch is
regulated by the Prudential Regulatory Authority (PRA) and the Financial Conduct Authority (FCA). UBS AG Jersey Branch is regulated and
authorized by the Jersey Financial Services Commission for the conduct of banking, funds and investment business. In Israel, UBS Switzerland AG is
registered as Foreign Dealer in cooperation with UBS Wealth Management Israel Ltd., a wholly owned UBS subsidiary. UBS Wealth Management
Israel Ltd. is a Portfolio Manager licensee which engages also in Investment Marketing and is regulated by the Israel Securities Authority. UBS AG
Dubai Branch is licensed in the Dubai International Financial Centre (DIFC) by the Dubai Financial Services Authority (DFSA) as an authorised firm.
UBS Saudi Arabia is authorised and regulated by the Capital Market Authority to conduct securities business under licence number 08113-37.
UBS Brasil Administradora de Valores Mobiliários Ltda. is regulated by Comissão de Valores Mobiliários. UBS Asesores México, S.A. de C.V.
is regulated by Comisión Nacional Bancaria y de Valores (CNBV). UBS Financial Services Inc. is registered as a broker-dealer with the Securities and
Exchange Commission (SEC), a futures commission merchant with the Commodity Futures Trading Commission (CFTC) and the National Futures
Association and is a member of various exchanges and the Financial Industry Regulatory Authority (FINRA).
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Equity selection system
UBS CIO GWM equity selection system
We provide two equity selections: Most Preferred (MP) and Least Preferred (LP).

Most preferred
We expect the stock to outperform the benchmark in the next 12 months.

Least preferred
We expect the stock to underperform the benchmark in the next 12 months.

Suspended
Sometimes legal, regulatory, contractual or best-business-practice obligations restrict us from issuing research on a company. This situation normally
stems from UBS Investment Bank's involvement in an investment banking transaction associated with that company.

Equity selection: An assessment relative to a benchmark
Equity selections in Equity Preferences lists (EPLs) are assessments made relative to a sector/industry, country/regional or thematic benchmark. The
chosen benchmark is disclosed on the front page of each EPL. It is also used to measure the performance of the individual analyst. Including a stock
in the EPL constitutes neither a view on its expected, standalone absolute performance nor a price target. Rather, EPLs are meant to support the
UBS House View, with the stocks included in them selected for their superior risk/return profiles.

Our selection is based on an assessment of the company's fundamental outlook and valuation, the risks owning the stock entails and the
diversification benefits it provides in an investment portfolio, among many other factors. UBS GWM CIO‘s selection methodology enables wealth
management clients to invest in a specific investment theme or focus on a sector/industry or country/region.

Stocks can be selected for multiple EPLs. For consistency's sake, a stock can only be selected as either Most Preferred or Least Preferred, not both
simultaneously. As EPL benchmarks differ, stocks do not need to be included on every list to which they could theoretically be added.

Only stock views prepared by UBS Financial Services Inc. (UBS FS) which are compatible with the above equity selection system are provided. A
stock cannot be selected as Most Preferred if it is rated Sell by UBS Investment Bank, while a Buy-rated stock by UBS Investment Bank cannot be
selected as Least Preferred.

For more information about our present and past recommendations, please contact ubs-cio-wm@ubs.com

Current UBS CIO global rating distribution (as of last month-end)

Least Preferred 8% . . . .

Most Preferred 92% . . . .

Disclosures (8 April 2021)
Within the past 12 months UBS AG, its affiliates or subsidiaries may have received or provided investment services and activities or ancillary services
as per MiFID II which may have given rise to a payment or promise of a payment in relation to these services from or to each company mentioned
in the publication.

Banco Bradesco SA 1, 2, 3, Cia. de Concessões Rodoviarias - CCR 3, 5; Petrobras (ON) 2, 3, Vale ADR (ON) 2, 4,

1. Within the past 12 months, UBS Securities LLC and/or its affiliates have received compensation for products and services other than investment
banking services from this company/entity.
2. UBS Securities LLC makes a market in the securities and/or ADRs of this company.
3. Because this security exhibits higher-than-average volatility, the FSR has been set at 15% above the MRA for a Buy rating, and at -15% below
the MRA for a Sell rating (compared with 6/-6% under the normal rating system).
4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking services from this company/
entity or one of its affiliates.
5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services from this company/entity
within the next three months.
Required Disclosures
For a complete set of required disclosures relating to the companies that are the subject of this report, please mail a request to UBS CIO Global
Wealth Management Business Management, 1285 Avenue of the Americas, 8th Floor, Avenue of the Americas, New York, NY 10019.

History of Selection Changes (past 12 months)
Company Selection Date Selection Status

BB Seguridade 23.7.2020 Most Preferred
Cia. de Concessões
Rodoviarias - CCR

23.7.2020 Most Preferred

Cia Brasileira N 24.2.2021 Not Listed
Hypera SA 27.10.2020 Most Preferred
Linx NM 14.7.2020 Not Listed

10.6.2020 Most Preferred
Lojas Renner 24.2.2021 Most Preferred
PagSeguro-A Rg 10.6.2020 Not Listed
Rumo 10.6.2020 Not Listed
Telefonica Brasil 14.7.2020 Not Listed

10.6.2020 Most Preferred
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Disclaimer

UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by FINMA in Switzerland) or

its affiliates ("UBS").

The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment research.

Instrument/issuer-specific investment research – Risk information:

This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other specific product. The analysis contained herein

does not constitute a personal recommendation or take into account the particular investment objectives, investment strategies, financial situation and needs of any specific recipient. It is based

on numerous assumptions. Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an

unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from sources believed to be reliable and in good faith,

but no representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to UBS). All information and opinions as well as any forecasts,

estimates and market prices indicated are current as of the date of this report, and are subject to change without notice. This publication is not intended to be a complete statement or summary

of the securities, markets or developments referred to in the report. Opinions expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS as a result

of using different assumptions and/or criteria.

In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following purposes (i) valuation

or accounting purposes; (ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or (iii) to measure the performance of any financial

instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or of computing performance fees. By

receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise rely on any of the information for any of the

above purposes. UBS and any of its directors or employees may be entitled at any time to hold long or short positions in investment instruments referred to herein, carry out transactions involving

relevant investment instruments in the capacity of principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer, the investment instrument itself

or to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions (including whether to buy, sell or hold securities) made by UBS and its employees

may differ from or be contrary to the opinions expressed in UBS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and therefore

valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information contained in one or

more areas within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial risk of loss, and losses in excess

of an initial investment may occur. Past performance of an investment is no guarantee for its future performance. Additional information will be made available upon request. Some investments

may be subject to sudden and large falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have

an adverse effect on the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other

constituencies for the purpose of gathering, synthesizing and interpreting market information.

Research publications from CIO are written by UBS Global Wealth Management. UBS Global Research is written by UBS Investment Bank. Except for economic forecasts, the research process of

CIO is independent of UBS Global Research. As a consequence research methodologies applied and assumptions made by CIO and UBS Global Research may differ, for example, in terms

of investment horizon, model assumptions, and valuation methods. Therefore investment recommendations independently provided by the two UBS research organizations can be different. The

compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation

is not based on investment banking, sales and trading or principal trading revenues, however, compensation may relate to the revenues of UBS as a whole, of which investment banking, sales

and trading and principal trading are a part.

Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and makes no representations as to the tax treatment

of assets or the investment returns thereon both in general or with reference to specific client's circumstances and needs. We are of necessity unable to take into account the particular investment

objectives, financial situation and needs of our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any of

the products mentioned herein.

This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly prohibits the distribution and transfer of this material to

third parties for any reason. UBS accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution only

under such circumstances as may be permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its investment views and publication

offering, and research and rating methodologies, please visit www.ubs.com/research. Additional information on the relevant authors of this publication and other CIO publication(s) referenced in

this report; and copies of any past reports on this topic; are available upon request from your client advisor.

Options and futures are not suitable for all investors, and trading in these instruments is considered risky and may be appropriate only for sophisticated investors. Prior to buying or selling an

option, and for the complete risks relating to options, you must receive a copy of "Characteristics and Risks of Standardized Options". You may read the document at https://www.theocc.com/

about/publications/character-risks.jsp or ask your financial advisor for a copy.

Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in investing in any particular structured investment, you must read the relevant offering

materials for that investment. Structured investments are unsecured obligations of a particular issuer with returns linked to the performance of an underlying asset. Depending on the terms of

the investment, investors could lose all or a substantial portion of their investment based on the performance of the underlying asset. Investors could also lose their entire investment if the issuer

becomes insolvent. UBS Financial Services Inc. does not guarantee in any way the obligations or the financial condition of any issuer or the accuracy of any financial information provided by any

issuer. Structured investments are not traditional investments and investing in a structured investment is not equivalent to investing directly in the underlying asset. Structured investments may

have limited or no liquidity, and investors should be prepared to hold their investment to maturity. The return of structured investments may be limited by a maximum gain, participation rate or

other feature. Structured investments may include call features and, if a structured investment is called early, investors would not earn any further return and may not be able to reinvest in similar

investments with similar terms. Structured investments include costs and fees which are generally embedded in the price of the investment. The tax treatment of a structured investment may be

complex and may differ from a direct investment in the underlying asset. UBS Financial Services Inc. and its employees do not provide tax advice. Investors should consult their own tax advisor

about their own tax situation before investing in any securities.

Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate environmental, social and governance (ESG) factors into

investment process and portfolio construction. Strategies across geographies and styles approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or

Sustainable Investing considerations may inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment objective

and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or higher than portfolios where ESG factors, exclusions, or other

sustainability issues are not considered by the portfolio manager, and the investment opportunities available to such portfolios may differ. Companies may not necessarily meet high performance

standards on all aspects of ESG or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate responsibility, sustainability, and/

or impact performance.

External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager or an External Financial Consultant, UBS expressly

prohibits that it is redistributed by the External Asset Manager or the External Financial Consultant and is made available to their clients and/or third parties.

USA: This document is not intended for distribution into the US and / or to US persons.

For country information, please visit ubs.com/cio-country-disclaimer-sr or ask your client advisor for the full disclaimer.
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